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PART |
ITEM 1. BUSINESS.

The registrant is an unincorporated associatidharform of a business trust organized in Ohio uad@eclaration of Trust dated August 1,
1961, as amended from time to time through Mardil3ghe "Declaration of Trust"), which has as itsmpipal business activity the
ownership and management of real estate investmBmsregistrant qualifies as a real estate investrirust ("REIT") under Sections 856
through 860 of the Internal Revenue Code (the "Code

To encourage efficient operation and managemeit$ pfoperty, and after receiving a ruling from th&ernal Revenue Service with respec
the proposed form of organization and operatioa régistrant, in 1971, caused a company to be ag@dipursuant to the laws of the State of
Delaware under the name First Union Management,(the "Company"), to lease property from the regig and to operate such property
its own account as a separate taxable entity. @gistrant terminated its management arrangemetitstineg Company in March 1999, and
thereafter, the registrant self-managed its rerail office portfolios. The registrant entered ithtind-party management arrangements for the
parking facilities it owns. Accordingly, the regiit no longer receives any rents from the Compbnyanuary 2000, the registrant entered
into third party management arrangements for t&lrand office portfolios. The registrant also saurced its asset management, accounting
and administrative functions.

Additionally, for financial reporting purposes, thieancial statements of the Company are combinigit tivose of the registrant.

On July 22, 1998, tax legislation was enacted lirgithe "grandfathering rules" applicable to stdfREITS such as the registrant (the
"Stapled REIT Legislation"). As a result, the inamand activities of the Company with respect to i@ay property interests acquired by the
registrant and the Company after March 26, 1998yfach there was no binding written agreement lipignnouncement or filing with the
Securities and Exchange Commission on or beforeMaé, 1998, will be attributed to the registramtfurposes of determining whether the
registrant qualifies as a REIT under the Code.

The registrant is in the business of owning rediemalosed shopping malls, large downtown officédigs and parking facilities. The
registrant's portfolio was diversified by type abperty, geographical location, tenant mix andakmarket. As of December 31, 2000, the
registrant owned (in fee or pursuant to long-terougd leases under which the registrant is lesdsbppping malls, 4 office properties, 4
parking garages and 1 surface parking lot in thitddrStates. In March 2001, the registrant soldtrobthese properties. As of March 8,
2001, the registrant owned one shopping mall ardadfice property.

All of the registrant's shopping malls competedtérants on the basis of the rent charged andidocatnd encountered competition from
other retail properties in their respective madkeias. Some of the registrant's shopping malls etedpwith other shopping malls in the
environs. The principal competition for the regisi's remaining shopping mall may come from fulrepping malls locating in its market
area. Additionally, the overall economic healthrethil tenants impacts the registrant's shoppini ma

The registrant's office properties competed foates principally with office buildings throughottet respective areas in which they are
located, as does its remaining office building. Wfigspect to the registrant's remaining officeding, competition for tenants has been and
continues to be intense on the basis of rent, ilmta@nd age of the building.

The registrant's remaining mortgage investmentemieinber 31, 2000 was sold in March 2001.

In April 1997, the Company acquired voting contwblmperial Parking Limited and its affiliates ("park™), which was primarily a parking
management and transit ticketing manufacturing @mgpased in Canada. In March 2000, the registnatetred into a plan of settlement and
a plan of reorganization with a number of its &ifdd companies which resulted in a transfer ofgsets of Impark to a subsidiary of the
registrant, Imperial Parking Corporation, a Delaavemrporation ("Imperial”), the common stock of ahivas distributed to the shareholders
of the registrant. The registrant has classifieddri's financial information as discontinued opierad.
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The Company's manufacturing subsidiary, Ventekrhatgonal, Inc. ("Ventek") is in the business ofmagacturing, installing and providing
maintenance of transit ticket vending equipment.

The registrant's segment data may be found in fwet®l to the Combined Financial Statements in Bem
RISK FACTORS

An investment in the registrant's securities ineslvarious risks. The following factors should beetully considered in addition to the other
information set forth in this report.

ASSET SALES REDUCE PORTFOLIO AND MAY ADVERSELY AFFE CT ITS ABILITY TO MAINTAIN ITS REIT STATUS

In March 2001, the registrant sold a significanttipm of its remaining properties (the "Asset Sald's of March 8, 2001, the registrant's real
estate properties consist of a shopping centettile Rock, Arkansas and an office building in ladapolis, Indiana. As a result, this sale
limits the registrant's flexibility to engage inmoeal estate related activities without adverséigcting its REIT status.

By virtue of the income generated by its real estaisets and the gains on the sale of propehiesegistrant believes that it will maintain its
qualification as a REIT for 2001. The registranéslmot anticipate having to invest in REMICs, afinee in the section "Risk Associated v
Investment in REMICs," in 2001 in order to qualiy a REIT in 2001. If the registrant were to invastdditional non-real estate assets in
2001, the registrant might not qualify as a REI2@01.

The registrant does not know whether it will congirto qualify as a REIT after 2001. Based on incgewerated by its current real estate
assets, without the benefit of gains from the ehleny properties, the registrant projects thatilithave to implement affirmative strategies to
satisfy the income test in order to maintain REHis after 2001. These strategies may includendiibe limited to: acquisition of real est
businesses or assets; distribution of cash to Bhlters; share purchases; and acquisition of apaaifeed amount of interest in REMICs. T
registrant will invest in REMICs if it desires toaintain its REIT status while maximizing its liqitid The registrant will evaluate during the
yeatr, the desirability of maintaining its REIT stai

SIGNIFICANT PROPERTY MATTERS

The only anchor department store at the regissr®@atk Plaza Mall located in Little Rock, Arkansasns its facilities and has an operating
agreement with the registrant that expires in 200& registrant is aware of the proposed constraaif a new mall in the vicinity of the Park
Plaza Mall. In the event that the new mall is apptband built, the anchor store at the Park Plaath idlay decline to extend or renew its
operating agreement and vacate its premises &ttiePlaza Mall. In the event the anchor store doesemain at the Park Plaza Mall, the
value of the mall could be materially and adversdfgcted.

The registrant's ownership interest in the Cirabevér office property in Indianapolis, Indiana, indés a leasehold interest in a ground lease.
The original ground lease was entered into in 1&id contains a "gold clause" provision that mayltes a rent increase if the leasehold
interest is sold. The resulting rent increase ctwgldubstantial. Accordingly, it may be in the emoit interest of the registrant to hold the
leasehold interest indefinitely.

The registrant is also subject to the risk thagrupxpiration, leases may not be renewed, the spagenot be relet, or the terms of renewal or
reletting (including the cost of required renovatpmay be less favorable than the current leasestd_eases accounting for approximately
11% of the aggregate 2001 annualized base remtstfre registrant's remaining properties (represgrapproximately 13% of the net rente
square feet at the properties) expire without ggraal premium through the end of 2001, and leasesumting for approximately 4% of
aggregate 2001 annualized base rent from the grepérepresenting approximately 3% of the netailet square feet at the properties) are
scheduled to expire in 2002. Other leases grairttdr@ants early termination rights upon paymerda ¢érmination penalty. The registrant has
estimated the expenditures for new and renewattefs 2001 and 2002 but no assurances can be tigkethe registrant has correctly
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estimated such expenses. Lease expirations wilinethe registrant to locate new tenants and regateplacement leases with such tenants.
Replacement leases typically require the registairtcur tenant improvements, other tenant indwe@mand leasing commissions, in each
case, which may be higher than the costs relatimgriewal leases. If the registrant is unable tonmtly relet or renew leases for all or a
substantial portion of the space, subject to engiteases, if the rental rates upon such renewaleiting are significantly lower than
expected or if the registrant's reserves for tipesposes prove inadequate, the registrant's caslalle for distribution and ability to make
expected distributions to shareholders could bes®dly affected.

The registrant's 10 largest tenants for its remgipiroperties (based on pro forma base rent fot PA@gregate approximately 32% of the
registrant's total base rent and approximately 2f#he registrant's net rental square feet and havaining lease terms ranging from
approximately three to eleven years. The registdangest tenant, the Gap Stores, (i.e., the G Kids and Banana Republic) represents
approximately 10% of the pro forma aggregate anpeghlbase rent for 2001 and 8% of the pro formaemtable square feet at the proper
Its lease expires on April 30, 2005. Although thgistrant believes that it has a good relationstfifp each of its principal tenants, the
registrant's revenues and cash available for Higtdn to shareholders would be disproportionadelgt adversely affected if a significant
number of these tenants did not renew their leasengwed their leases upon expiration on ternssfisorable to the registrant.

The registrant competes with a number of real estatvelopers, operators, and institutions for tenand acquisition opportunities. Many of
these competitors have significantly greater resmsithan the registrant. No assurances can be gigesuch competition will not adversely
affect the registrant's revenues and cash avaitabldistribution to shareholders.

MATTERS RELATED TO THE COMPANY'S MANUFACTURING SUBS IDIARY

The Company's subsidiary, VenTek, a manufactur@adfing equipment, has continued to incur sigaiftcoperating losses. A new Chief
Executive Officer has been engaged with the ohjeaif improving operating results; however, thexa be no assurance that the new
managers will be able to achieve this objectiveaddition, the Company and the registrant may bigatied to provide payment under
performance guarantees for the manufacturing,llaiten and maintenance of transit ticket vendiggipment manufactured by VenTek. The
guarantees of $5.3 million and $6.2 million arei@péated to expire over the next two to three ydmsed upon completion dates to be
determined under the terms of the transit authaotytracts. No amounts have been drawn agains themantees. If VenTek is unable to
perform in accordance with these contracts, thistregnt may be responsible for payment under theseantees.

THERE IS NO ASSURANCE THAT THE REGISTRANT'S BUSINESTRATEGY, WHEN DETERMINED, WILL BE
SUCCESSFULLY IMPLEMENTED AND THAT REPLACEMENT ASSES, IF ANY, WILL PROVIDE GREATER RETURNS

The registrant's long-term economic goal is toéase the per share net asset value of the regiatrtire highest possible rate, without undue
risk. However, the registrant has not determinedtivr or not to change the investment policiehiefregistrant concerning the types of
assets in which it will make investments and thggsteant has made no firm decision regarding sgliti; remaining real estate assets. The
registrant is in the process of exploring useghernet cash proceeds received from the propeleg,sacluding, without limitation: making
new investments, including investments in realtesta non-real estate assets or businesses; impi&Emg@r continuing a common or
preferred share repurchase or similar programribliging such net proceeds to the Beneficiarieduuting, but not necessarily limited to,
amounts required to satisfy certain REIT distribotrequirements resulting from previous asset saldsnet income in 2000, if any. The
registrant has also explored various acquisitiomestment and business combination transactionsvdhahost likely continue to explore su
transactions. There is no assurance that the regi'st business strategy for the conduct of ité$ness, when determined, will be successfully
implemented. In addition, if any or all of the pebceeds of the property sales are applied todbeisition of replacement assets, there ca
no assurance that the replacement assets willgga@reater returns to the registrant and the shhtets than the properties sold.
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RISK ASSOCIATED WITH INVESTMENT IN REMICS

If the registrant desires to maintain its REIT wsadfter 2001, while still maximizing its liquidityhe registrant may invest in REMICs.
Depending on the registrant's other investmentmyf at such time, the amount of the registramfastment in REMICs necessary to
maintain REIT status could be substantial. A RENH@ vehicle that issues multiclass mortgage-baskedrities. Investing in REMICs
involves certain risks, including the failure of@unter-party to meet its commitments, adversedstaate changes and the effects of
prepayments on mortgage cash flows. Further, tid gharacteristics of REMICs differ from thosetrefditional fixed-income securities. The
major differences typically include more frequenterest and principal payments (usually monthly, adjustability of interest rates, and the
possibility of prepayments of principal. The regastt may fail to recoup fully its investment in REB4 notwithstanding any direct or indirect
governmental agency or other guarantee. REMICsatsaybe less effective than other types of U.Seguwent securities as a means of
"locking in" interest rates.

FAILURE TO MAINTAIN ITS REIT STATUS MAY CAUSE THE R EGISTRANT TO LOSE ITS NEW YORK STOCK
EXCHANGE LISTING

If the registrant were to fail to qualify as a REIfTmight lose its listing on the New York Stockdhange. Whether the registrant would lose
its NYSE listing would depend on the amount and position of its assets, as well as many other factt the time it fails to qualify as a
REIT. If, at the time it fails to qualify as a RElthe registrant's assets were substantially sirimlamount to its assets following the property
sales, the registrant would most likely lose its®¥Ylisting. On the other hand, if the registrard haquired significant additional assets, then
the registrant would most likely not lose its NYE#fing. In either event, if the registrant losesNYSE listing, the registrant intends to have
its shares listed on another national securitiehamge, such as the American Stock Exchange. Tistnant believes that even if its assets at
that time are substantially similar to its asset®fing the property sales, it will qualify forsling on another national securities exchange.

INCOME AND ACTIVITIES OF COMPANY MAY BE ATTRIBUTED TO THE REGISTRANT UNDER RECENT ANTI-
STAPLING LEGISLATION AND MAY THREATEN REIT STATUS

Under the Stapled REIT Legislation, the anti-stapliules provided in the Code apply to real properterests acquired or substantially
improved after March 26, 1998, by the registrartherCompany, or a subsidiary or partnership inctvlai 10% or greater interest is owned by
either the registrant or the Company unless:

- the real property interests are acquired pursteeatwritten agreement that was binding on Magh1®98 and at all times thereafter or

- the acquisition of such real property interesés wescribed in a public announcement or in afiliith the Securities and Exchange
Commission on or before March 26, 1998.

Consequently, the income and activities of the Camypwith respect to any property acquired by tlggsteant or the Company after March
26, 1998, for which there was no binding writtemesgnent, public announcement or filing with the B#ies and Exchange Commission on
or before March 26, 1998, will be attributed to thgistrant for purposes of determining whetherrdggstrant qualifies as a REIT under the
Code. These attribution rules may make it moraddiff for the registrant to qualify as a REIT andyrsubject the registrant to various
additional taxes.

IMPROVED PROPERTIES MAY BECOME SUBJECT TO ANTI-STAP LING LEGISLATION UNDER CERTAIN
CIRCUMSTANCES AND MAY THREATEN REIT STATUS

The Stapled REIT Legislation also provides that@prty held by a stapled REIT but not subjech®adnti-stapling rules would become
subject to such rules in the event of either

- an improvement placed in service after Decemtied 999 that changes the use of the property anddbt of which is greater than 200% of
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(1) the undepreciated cost of the property (padhe improvement) or

(2) in the case of property acquired where theeesabstituted basis, the fair market value ofpttoperty on the date it was acquired by the
stapled REIT or

- an addition or improvement that expands beyoerdthundaries of the land included in such property.

The Stapled REIT Legislation contains an excepfiimnmprovements placed in service before JanuaB004, pursuant to a binding contract
in effect on December 31, 1999, and at all timesdafter.

If previously exempt property of the registrantioe Company becomes subject to the anti-stapliles wpon the occurrence of any of the
events described above, any income generated tyadivities conducted by the registrant and then@any through such properties would
be attributed to the registrant for purposes oéeining whether the registrant qualifies as a R@@ler the Code. These attribution rules
may make it more difficult for the registrant toadjify as a REIT and may subject the registrantanous additional taxes.

OTHER LEGISLATION COULD ADVERSELY AFFECT THE REGIST RANT'S REIT QUALIFICATION

Other legislation (including legislation previoushtroduced, but not yet passed), as well as réiguls, administrative interpretations or court
decisions, also could change the tax law with refsfmethe registrant's qualification as a REIT #melfederal income tax consequences of
qualification. The adoption of any such legislatioggulations or administrative interpretationsourt decisions could have a material
adverse effect on the results of operations, firmdmondition and prospects of the registrant amald restrict the registrant's ability to grow.

Effective for the year 2001, the tax asset teshibition against REITs owning more than 10% ofl&ing securities of any one issuer has
been expanded to provide that a REIT cannot owrertian 10% of the value of the outstanding seesr{woting or non-voting) of any one
issuer. This 10% limitation does not apply to inwesnts in Taxable REIT Subsidiaries as describéaleor any asset that qualifies under
the REIT 75% qualified asset test. Debt is consider security for the purposes of these rules sithesdebt is "straight debt" as defined
under Internal Revenue Code Section 1361(c)(5» §bnerally requires a written unconditional pramiis pay on demand or on a specified
date a sum certain in money if (i) the interest (@nd interest payment dates) are not contingeptafits, the borrower's discretion, or

similar factors, and (ii) there is no convertilyil{directly or indirectly) into stock. Since thesastest is done on a quarterly basis, all debts
subject to this rule must meet the requirementsto&ight debt" at the time of FUR's first quarsset test for the year 2001 (March 31, 2001)
and for all quarterly asset tests of 2001, theeeafir FUR will fail its 10% asset requirement aeese to be a REIT for 2001.

Also effective for the year 2001, a REIT may owtenests in Taxable REIT Subsidiaries as definethbyinternal Revenue Code. A REIT's
total interest in all Taxable REIT Subsidiaries nmay exceed 20% of the value of the REIT's totakts Currently, First Union owns an
interest in one Taxable REIT Subsidiary, HQ GldBaldings, Inc. ("HQ"). First Union's interest in HQcurrently less than 20% of the value
of First Union's total assets. However, if Firstidhis investment in HQ would be at a value gretitan 20% of the value of First Union's tc
assets at the end of each quarter, First Unionpnitr to the end of that quarter either have tbadkor a portion of its investment in HQ or
First Union will have to implement a strategy tori@ase its total assets. Further, as HQ appreaatbg total assets are reduced, First Un
ability to invest in other Taxable REIT Subsidiarinder this 20% limitation becomes more restricted

DEPENDENCE ON QUALIFICATION AS A REIT; TAX AND OTHE R CONSEQUENCES IF REIT QUALIFICATION IS LOST

There can be no assurance that the registrantdesated in a manner to qualify as a REIT for feldi@@me tax purposes in the past or that it
will so qualify in the future. Qualification as &Rl involves the application of highly technicaldaomplex provisions of the Code, for wh
there are only limited judicial or administrativeerpretations. The complexity of these provisimngreater in the case of a stapled REIT such
as the registrant. Qualification as a REIT alswines the determination of various factual matserd circumstances not entirely within the
registrant's control. In addition, the registraatiity to qualify as a REIT may be dependent ugerwontinued exemption from the anti-
stapling rules of Section 269B(a)(3) of the Codhial, if



they were to apply, might prevent the registraotrfrqualifying as a REIT. The "grandfathering” rufgsrerning Section 269B generally
provide that Section 269B(a)(3) does not apply stepled REIT (except with respect to new real propinterests as described above "--
Income and Activities of Company May Be Attributiedthe Registrant Under Recent Anti-Stapling Legish and May Threaten REIT
Status") if the REIT and its stapled operating campwere stapled on June 30, 1983. On June 30, 1888egistrant was stapled with the
Company. There are, however, no judicial or adraive authorities interpreting this "grandfatimgy'i rule. Moreover, if, for any reason, the
registrant failed to qualify as a REIT in 1983, thenefit of the "grandfathering" rule would notdoeilable to the registrant, in which case the
registrant would not qualify as a REIT for any thbeayear from and after 1983.

If it is determined that the registrant did not lifyaas a REIT during any of the preceding fivecB$years, the registrant potentially could
incur corporate tax with respect to a year thatilsopen to adjustment by the Internal RevenueriSe ("IRS"). If the registrant were to fail
qualify as a REIT, it would be subject to federalame tax (including any applicable alternativeimiiim tax) on its taxable income at
corporate rates. In addition, unless entitled liefrender certain statutory provisions and subjedhe discussion above regarding the impact
if the registrant failed to qualify as a REIT in83) the registrant also would be disqualified fra@¥yelecting REIT status for the four taxable
years following the year during which qualificatimnlost. Failure to qualify as a REIT would redaliadditional tax liability to the registra

for the year or years involved. In addition, thgiserant would no longer be required by the Codeay dividends to its shareholders. To the
extent that dividends to shareholders would haes lpaid in anticipation of the registrant's quatifyas a REIT, the registrant might be
required to borrow funds or to liquidate certairtsfinvestments on disadvantageous terms to gagblicable tax.

In order to continue to meet certain REIT qualifica income tests of the Code for the year 20080 Bbard of Trustees of the registrant
distributed to its shareholders the interests efrdgistrant in the Impark parking businesses. @ncll 27, 2000 the registrant distributed
shares of Imperial. Each common shareholder off@alenterest of the registrant received one shafrimperial for every 20 shares of the
registrant that they owned.

ADVERSE EFFECTS OF REIT MINIMUM DIVIDEND REQUIREMEN TS

In order to qualify as a REIT, the registrant iagelly required each year to distribute to itsrehalders at least 95% of its taxable income
(excluding any net capital gain). In 2001, thisuiegment changes to 90%. The registrant genembybject to a 4% nondeductible excise tax
on the amount, if any, by which certain distribn8gaid by it with respect to any calendar yeatless than the sum of:

- 85% of its ordinary income for that year,
- 95% of its capital gain net income for that yeard
- 100% of its undistributed income from prior years

The registrant intends to make distributions tsktareholders which, when combined with net opegdtiss carryforwards, will comply with
the 95% distribution requirement and avoid the mahattible excise tax. In 2001, this requiremeningles to 90%.

Distributions to shareholders by the registrantda®rmined by the registrant's board of trustégsard of Trustees") and depend on a
number of factors, including the amount of cashlakke for distribution, financial condition, ressilof operations, any decision by the Board
of Trustees to reinvest funds rather than to diste such funds, capital expenditures, the anrigailzlition requirements under the REIT
provisions of the Code and such other factors a8thard of Trustees deems relevant. For federahiectax purposes, distributions paid to
shareholders may consist of ordinary income, chgéims, return of capital, or a combination thérd@te registrant will provide shareholders
with annual statements as to the taxability ofrifistions. The registrant intends that the Impetiatribution shall be applied against its
minimum capital gain distribution requirements 2800.



ABILITY TO OPERATE PROPERTIES DIRECTLY AFFECTS THE REGISTRANT'S FINANCIAL CONDITION

The registrant's investments will be subject tortbles inherent in owning real estate. The undegyialue of the registrant's real estate
investments, the results of its operations andbthty to make distributions to its shareholdensl & pay amounts due on its indebtedness
depend on its ability to operate its propertiea manner sufficient to maintain or increase reverarel to generate sufficient revenues in
excess of its operating and other expenses.

ILLIQUIDITY OF REAL ESTATE

Real estate investments are relatively illiquide Tagistrant's ability to vary its portfolio in pmnse to changes in economic and other
conditions will therefore be limited. If the regisht decides to sell an investment, no assuranteeagiven that the registrant will be able to
dispose of it in the time period it desires or ti sales price of any investment will recoup>ared the amount of the registrant's
investment.

INCREASES IN PROPERTY TAXES COULD AFFECT THE REGIST RANT'S ABILITY TO MAKE EXPECTED
SHAREHOLDER DISTRIBUTIONS

The registrant's real estate investments are bjéstito real property taxes. The real propertgsasn properties which the registrant owns
may increase or decrease as property tax rategelzard as the value of the properties are assessedssessed by taxing authorities.
Increases in property taxes may have an adversetefi the registrant and its ability to pay divids to shareholders and to pay amounts due
on its indebtedness.

ENVIRONMENTAL LIABILITIES

The obligation to pay for the cost of complyinglwéxisting environmental laws, ordinances and i&gns, as well as the cost of complying
with future legislation, may affect the operatirapts of the registrant. Under various federalestaid local environmental laws, ordinances
and regulations, a current or previous owner oraipe of real property may be liable for the cadtsemoval or remediation of hazardous or
toxic substances on or under the property. Enviental laws often impose liability whether or nog thwner or operator knew of, or was
responsible for, the presence of such hazardotoximr substances and whether or not such substamniggisated from the property. In
addition, the presence of hazardous or toxic sabstg or the failure to remediate such propertpgny, may adversely affect the registrant's
ability to borrow by using such real property aiateral.

Certain environmental laws and common law prina@mleuld be used to impose liability for releasebafardous materials, including
asbestos-containing materials or "ACMs," into thei@nment. In addition, third parties may seelorary from owners or operators of real
properties for personal injury associated with expe to released ACMs or other hazardous mateBaldronmental laws may also impose
restrictions on the use or transfer of propertyl #iese restrictions may require expendituresotmection with the ownership and operation
of any of the registrant's properties, the regigtrtne Company and the other lessees of thesepiepmay be liable for any such costs. The
cost of defending against claims of liability onmediating contaminated property and the cost ofggimg with environmental laws could
materially adversely affect the registrant andGoenpany and their ability to pay amounts due oir thdebtedness and with respect to the
registrant, to pay dividends to its shareholders.

Prior to undertaking major transactions, the regigthas hired independent environmental expemsview specific properties. The registrant
has no reason to believe that any environmentahaaination or violation of any applicable law, sta&t, regulation or ordinance governing
hazardous or toxic substances has occurred ocigrng. However, no assurance can be given thedrdaus or toxic substances are not
located on any of the properties. The registralitalo endeavor to protect itself from acquiriranaminated properties or properties with
significant compliance problems by obtaining sesessments and property reports at the time ofsitqn when it deems such investigatir

to be appropriate. There is no guarantee, howévatrthese measures will successfully insulatedhéstrant from all such liabilities.
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COMPLIANCE WITH THE ADA MAY AFFECT EXPECTED DISTRIB UTIONS TO THE REGISTRANT'S SHAREHOLDERS

Under the Americans with Disabilities Act of 1998 "ADA"), all public accommodations are requitedneet certain federal requirements
related to access and use by disabled personsefaation that the registrant is not in compliamath the ADA could also result in the
imposition of fines and/or an award of damagesriwage litigants. If the registrant were requiredntake modifications to comply with the
ADA, there could be a material adverse effect smliility to pay amounts due on its indebtedneds pay dividends to its shareholders.

UNINSURED AND UNDERINSURED LOSSES

The registrant may not be able to insure its prig®Ragainst losses of a catastrophic nature, asi@arthquakes and floods, because such
losses are uninsurable or not economically insetafthe registrant will use its discretion in detigrimg amounts, coverage limits and
deductibility provisions of insurance, with a viéwmaintaining appropriate insurance coverage omitestments at a reasonable cost and on
suitable terms. This may result in insurance cayetaat, in the event of a substantial loss, wowldbe sufficient to pay the full current
market value or current replacement cost of theitnestment and also may result in certain logs#sg totally uninsured. Inflation, changes
in building codes, zoning or other land use orda®an environmental considerations, lender imposstiictions and other factors also might
make it not feasible to use insurance proceedspgiace the property after such property has beeraded or destroyed. Under such
circumstances, the insurance proceeds, if anyivet®dy the registrant might not be adequate ttwrests economic position with respect to
such property.

INABILITY TO REFINANCE

The registrant is subject to the normal risks assed with debt and preferred stock financingsluding the risk that the registrant's cash f
will be insufficient to meet required payments afhpipal and interest and distributions, the risattindebtedness on its properties, or
unsecured indebtedness, will not be able to bearedgerepaid or refinanced when due or that thesarfrany renewal or refinancing will not
be as favorable as the terms of such indebtedHeks.registrant were unable to refinance the lmddness on acceptable terms, or at all, the
registrant might be forced to dispose of one orenadrits properties on disadvantageous terms, winigfint result in losses to the registrant,
which losses could have a material adverse effethe registrant and its ability to pay dividendshareholders and to pay amounts due «
indebtedness. Furthermore, if a property is moedag secure payment of indebtedness and thenagist unable to meet mortgage
payments, the mortgage could foreclose upon thgepty, appoint a receiver and receive an assignofaeints and leases or pursue other
remedies, all with a consequent loss of revenudsaaset value to the registrant. Foreclosures alstiicreate taxable income without
accompanying cash proceeds, thereby hinderingetfistrant's ability to meet the REIT distributi@yuirements of the Code.

RISING INTEREST RATES

The registrant has incurred and may in the futocer indebtedness which bears interest at varialbds. Accordingly, increases in interest
rates would increase the registrant's interessdqtsthe extent that the related indebtednessnetgrotected by interest rate protection
arrangements), which could have a material adweffset on the registrant and its ability to payidends to shareholders and to pay amounts
due on its indebtedness or cause the registrdrg o default under certain debt instruments. lditezh, an increase in market interest rates
may cause holders to sell their shares of benékfitierest of the registrant ("“Common Shares") egidvest the proceeds thereof in higher
yielding securities, which could adversely affdat tarket price for the Common Shal

RESULTS OF OPERATIONS ADVERSELY AFFECTED BY FACTORS BEYOND THE REGISTRANT'S CONTROL
Results of operations of the registrant's propertiay be adversely affected by, among other things:

- changes in national economic conditions, chamgéscal market conditions due to changes in gdrarbbcal economic conditions and
neighborhood characteristics;
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- changes in interest rates and in the availabitibgt and terms of financing;

- the impact of present or future environmentaidiegion and compliance with environmental laws atiter regulatory requirements;
- the ongoing need for capital improvements, paldidy in older structures;

- changes in real estate tax rates and assessamehtdéher operating expenses;

- adverse changes in governmental rules and fisualies;

- adverse changes in zoning and other land use kavis

- earthquakes and other natural disasters (whighresalt in uninsured losses) and other factorskvhre beyond its control.
CAUTIONARY STATEMENTS CONCERNING FORWARD-LOOKING ST ATEMENTS

Any statements in this report, including any stagata in the documents that are incorporated byewée herein that are not strictly historical
are forward-looking statements within the meanihthe safe harbor provisions of the Private Seagititigation Reform Act of 1995. Any
such forward-looking statements contained or inoafed by reference herein should not be relieahgsopredictions of future events.
Certain such forward-looking statements can betified by the use of forward-looking terminologycsuas "believes," "expects," "may,"
"will," "should," "seeks," "approximately,” “inteisd' "plans,” "pro forma," "estimates" or "anticipat or the negative thereof or other
variations thereof or comparable terminology, odiscussions of strategy, plans, intentions orcgydied or projected events, results or
conditions. Such forward-looking statements areeddpnt on assumptions, data or methods that maycbeect or imprecise and they may
be incapable of being realized. Such forward-loglstatements include statements with respect to:

- the declaration or payment of distributions bg thgistrant or the Company,

- the ownership, management and operation of ptieger

- potential acquisitions or dispositions of projest assets or other businesses by the registraimé €ompany,

- the policies of the registrant or the Companyardipng investments, acquisitions, dispositionsaftficings and other matters,
- the qualification of the registrant as a REIT enthe Code and the "grandfathering” rules undeti®@e269B of the Code,
- the real estate industry and real estate mankefsneral,

- the availability of debt and equity financing,

- interest rates,

- general economic conditions,

- supply and customer demand,

- trends affecting the registrant or the Company,

- the effect of acquisitions or dispositions onitajzation and financial flexibility,

- the anticipated performance of the registrantherCompany and of acquired properties and bustseswluding, without limitation,
statements regarding anticipated revenues, casis,flonds from operations, earnings before intedistreciation and amortization, property
net operating income, operating or profit margind aensitivity to economic downturns or anticipageowth or improvements in any of the
foregoing, and

- the ability of the registrant or the Company afdcquired properties and businesses to grow.
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Shareholders are cautioned that, while forward-logpktatements reflect the respective companiex fmith beliefs, they are not guarantees
of future performance and they involve known annown risks and uncertainties. Actual results miéfgdmaterially from those in the
forward-looking statements as a result of vari@agdrs. The information contained or incorporatgddference in this prospectus and any
accompanying prospectus supplement, including,ouitfimitation, the information set forth in "Rigtactors" above or in any risk factors in
documents that are incorporated by reference snréport, identifies important factors that couddise such differences. Neither the registrant
nor Company undertakes any obligation to publielgase the results of any revisions to these fahhmmking statements that may reflect ¢
future events or circumstances.

The only person employed by the registrant as afeldder 31, 2000, is Neil H. Koenig, Interim Chigfidncial Officer. All other asset
management, property management and accountingdnadave been outsourced to third parties.
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ITEM 2. PROPERTIES

DIRECT EQUITY INVESTMENTS

Shopping Malls:
Eastern
Westgate Towne Center(3)..........cceevreenne A
Southwestern:

Park Plaza.
Pecanland(3)....
Office Buildings:
Midwestern

55 Public Square(3)...
Circle Tower

Redevelopment

North Valley Tech Center(3).........ccccceueee. T
Two Rivers Center(3)......cccovvvevrveerneenns C
Parking Facilities:

West Third St. LOt(3).....ccovvvenieeniieninns C

5th and Marshall Garage(3).
Long Street Garage(3).........
Madison & Wells Garage(3).
Printer's Alley Garage(3)...
Total equity investments............cccceeeee

DIRECT EQUITY INVESTMENTS

Shopping Malls:
Eastern
Westgate Towne Center(3)..........ceevvrvenns $

Southwestern:
Park Plaza.
Pecanland(3)

Office Buildings:
Midwestern

55 Public Square(3)
Circle Tower

Redevelopment
North Valley Tech Center(3)..........cccceueeee.
Two Rivers Center(3)

Parking Facilities:
West Third St. LOt(3)......cccevverieiininns
5th and Marshall Garage(3).
Long Street Garage(3).........
Madison & Wells Garage(3).
Printer's Alley Garage(3)......

Total equity investments

SQUARE

DATE OF OWNERSHIP FEET(1)

OCATION

bilene, TX

ittle Rock, AR
onroe, LA

leveland, OH
ndianapolis,
N

hornton, CO
larksville, TN

leveland, OH
ichmond, VA
olumbus, OH
hicago, IL
ashville, TN

ACQUISITION PERCENTAGE (000)

4/22[77 100% 280

09/01/97 100 548
09/01/97 100 924

01/15/63 100 390
10/16/74 100 102

12/03/69 100 484
9/26/75 100 231

09/19/77 100 300

02/24/98 100 793

01/16/98 100 550
01/28/98 100 1,107
07/01/98 100 275

MORTGAGE LOANS

BALANCE PRINCIPAL
ORIGINAL AT REPAYMENT

cosT BALANCE(S) 12/31/00 FOR 2001
(000) (000)  (000)  (00O)

13,461 $ 7500 $ 7,477 $ 91

5,326

42,500(4) 42,350 272
39,344 37,5045 700

81,844 79,854 972

16,000(4) 16,000(7)  --

1,602(4) 1,341(9) 100
30,000(4) 29,000 29,000
4,468(4) 4,000 4,000

36,070 34,341 33,100

273,383 $162,514 $158,772 $34,163
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The following table sets forth certain informatigiating to the registrant's investments at Decerhe2000:

YEAR
OCCUPANCY CONSTRUCTION
RATE(2) COMPLETED

98% 1962
87 1988
91 1985
73 1959
88 1930
90(6) 1967
83(8) 1968
- 1985
- 1978
- 1998
- 1926

INTEREST YEAR OF
RATE MATURITY

LIBOR+2.6% 2003

8.69% 2010
12.25% 2017

LIBOR+3.25% 2002

LIBOR+2.95% 2002

©_ ©
LIBOR+1.75% 2001
LIBOR+1.75% 2001



(1) The square footage shown represents grossleamaa for shopping malls and net rentable areaffice buildings. The parking garages
and parking facilities are shown as number of paylspaces.

(2) Occupancy rates shown are as of December 80, 20d are based on the total square feet of magterty.
(3) These properties were sold in March 2001.

(4) The registrant obtained mortgages on the falgwproperties subsequent to acquisition: MadisoWélls Garage in the amount of
$30,000,000 in 1999; 55 Public Square in the amofii21,100,000 in 1999; and North Valley Tech @eim the amount of $16,000,000 in
1999. The registrant assumed $4,468,000 and $D@0X) mortgage debt upon the acquisition of thetér's Alley Garage and the Long
Street Garage, respectively. In 2000, the registrhtained a $42,500,000 mortgage on the Park Rliatla

(5) The mortgage loan participates in 55% of reesnas defined, in excess of $5,970,516.

(6) North Valley Tech Center was repositioned frashopping mall to an office complex during 199%ritjomery Ward vacated the
complex in 1997 allowing the registrant to continaee-lease the former mall as an office centbe property is now anchored by major
tenants Teletech and Qwest.

(7) The mortgage secured by this property requirasall rents and other tenant charges be depadsite a bank account which serves as
additional security for the lender while fundingotlservice and other escrow accounts.

(8) The mall was repositioned from a retail cemdeain office complex. Convergys opened in March9188d later expanded to occupy 77,
square feet in November 1999.

(9) This property has two mortgages. Interest rates8.25% and 8.625%. The mortgages mature in 2002009, respectively. The 8.25%
mortgage, in the principal amount of $762,500, &asincipal payment for 2001 of $50,000. The 8.62&#6tgage, in the principal amount of
$578,333, has a principal payment for 2001 of $82,2

As of December 31, 2000, the registrant owned éntieinterests in 55 Public Square, Park Plazeaiand, Westgate, CEI Office Building,
West Third St. Lot, Madison & Wells Garage, Longest Garage, 5th and Marshall Garage and Prifté€g Garage. The registrant holds a
leasehold estate or estates, or a fee interestradr more leasehold estates in Two Rivers Ce@Gtazle Tower and North Valley Tech
Center.
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ITEM 3. LEGAL PROCEEDINGS.
REGISTRANT VS. THE STATE OF CALIFORNIA

The registrant, as one Plaintiff in a class actiomposed of numerous businesses and individuadgyirsued legal action against the State of
California associated with the 1986 flood of SuBettes Center, formerly Peach Tree Center. IneSepér 1991, the court ruled in favor of
the plaintiffs on the liability portion of the ink&e condemnation suit, which the State of Califmappealed. In the third quarter of 1999, the
1991 ruling in favor of the registrant and the otplaintiffs was reversed by the State of Califarappeals court, which remanded the case to
the trial court for further proceedings. The Califia Supreme Court refused to accept the appetiieoglaintiffs on the appellate court's
decision. Accordingly, the registrant expensed $ilfon in deferred legal fees which the earlieud ruling in favor of the registrant had
allowed for recovery. After the remand of the ctsthe trial court, the registrant and the othairglffs determined to pursue a retrial before
that court. The retrial of the litigation commendéedrebruary 2001. The likelihood of success atr#tgal of the registrant and the other
plaintiffs depends on many factors, including thkéngs on the applicable legal standards made &wppellate court. Accordingly, it is not
possible to predict the likelihood of a favorabléanme at the retrial with any certainty. The régist has been informed by the consulting
firm retained by the registrant to evaluate itsmakathat the amount of its potential damage clasms the order of magnitude of $33 million,
plus attorney's fees and compounded market-rateesttfrom 1986, the time that the damage occuhdegver, the registrant is unable to
predict at this time whether or not it will recoxary amount of its damage claims in this legal peating.

LITIGATION RELATED TO THE ASSET SALE TO RADIANT INV  ESTORS, LLC

On June 22, 2000, a complaint was filed in New Y8upreme Court, County of New York, against thestegnt, its trustees and certain
former trustees, Radiant Investors, LLC ("Radiaatiyl its principals by a purported shareholdehefregistrant in connection with the Asset
Sale to Radiant (Brickell Partners v. Friedmaral§t("Brickell Lawsuit"). On July 12, 2000, a colamt against the same defendants, making
similar allegations, was commenced by another ptepgeshareholder of the registrant in the Cou€ofmmons Pleas of Cuyahoga County,
Ohio (Donald Cunningham v. Friedman, et al.). Batthese lawsuits are purported class actions ooy behalf of all shareholders of the
registrant. In these complaints, plaintiffs all¢hat the terms of the asset sale were unfair aaitthie registrant's officers and trustees bree
their fiduciary duties to the registrant's shardbod by agreeing to a transaction that failed tmimize shareholder value. Specifically, the
lawsuits allege that Radiant, as a party to antasasagement agreement between Radiant Partne@sahd the registrant was made privy to
inside information regarding the registrant's asaed this allowed Radiant to negotiate the purclofshe most valuable assets of the
registrant at the lowest possible price, to theimheint of the registrant's shareholders. The comfgdurther allege that Radiant and the
registrant were not engaging in arm's length nagotis and that Radiant was acting in its own isédfrest at the expense of the interests of
the registrant's shareholders. Additionally, theptaints allege that Radiant had material conflaftsterest. The lawsuits sought prelimin.
and permanent injunctive relief against the consatron of the asset sale, rescission of the AsdetiSawere consummated and unspeci
damages, costs and attorney's fees. The regisimanttained counsel with regard to these lawanitishas given plaintiffs' counsel the
opportunity to review documents concerning the gamknd of the asset sale.

On October 27, 2000, counsel to the registrantivedea letter from plaintiff's counsel in the BradkLawsuit (the "Letter") stating that their
analysis of the documents provided by the regisiraticated that the sale process, pricing, andassires of the registrant with respect to the
proposed asset sale were all deficient and thaBtickell Lawsuit is meritorious. With respect toetsale process, the Letter asserted that the
registrant did not respond to the proposal fromil tparty for certain of its assets being solddiag plaintiff's counsel to believe that "there
was never a level playing field" and that the riegist "impermissibly favor[ed] [Purchaser's] bidHe Letter further asserted that the alleged
refusal to negotiate with this third party "casutdbon whether [the registrant's] directors disedsss sale with any potential purchasers."

The Letter further asserted that the preliminagxgrstatement of the registrant filed Septembe22®0 with the Commission was inadeq
because it failed to disclose the breakdown ofs2@b million purchase
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price, the underlying financial information for thidentified Acquisitions” or the methodologies dde determine their individual values. 1
Letter further asserted that the preliminary pretatement made inadequate disclosures concerrerigdintified Acquisitions” with respect
to the five parking garage properties. The Letteo asserted a failure to disclose the managengeaeements concerning those properties,
relationship between the operators and the regi&riargest shareholders and future benefits bbaters may receive from operation of the
garages. A number of other disclosure failures vaseerted, including failure to disclose the editiaet operating income from the
purchased assets that would be transferred to Rtaaigpart of the asset sale, the value of thammequipment allegedly to be transferred
with the parking properties, the effect on the eatfi the registrant's stock if, after the AsseeSilfails to qualify as a REIT and is delisted
from the NYSE, and the role of the registrant'gést shareholders in the Asset Sale and "whagisitefthey] may have going forward."

Finally, the Letter asserted that the value todaeived by the registrant in the asset sale isiqaate. The Letter estimated that $150 million
of the proceeds are attributable to real estagt®ssghich the Letter estimated to have a badsgisas $225 million. The Letter did not refer
to the support for this estimate. The Letter alsseated that "[given the recent renaissance of oegtal business districts, [plaintiff's
counsel] does not believe that these properties ame anything but appreciate significantly oberpast two or three years and are
undervalued,” and that many of the subject propedre undergoing extensive rehabilitation andsigpaing, which will increase future
returns to be enjoyed by Radiant. The Letter furtisserted that there should be complete discl@oet the properties, including appraisals
by competent third parties.

With respect to the allegations in the lawsuits, ribgistrant believed at the time the Board apmidlie Sale Contract, and it continues to
believe, that the Asset Sale was fair and reaseraid in the best interest of the registrant andtiireholders. The registrant further believes
that the assertions in the Letter with respectigoldsure are untrue or regard matters which dneeimmaterial or have been properly
disclosed in the Proxy Statement with respectéoMliarch 6, 2001 special meeting of shareholders.défendants have not yet responded to
the complaints.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
No matters were submitted to a vote of securitydi@diuring the fourth quarter of 20(
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PART Il

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND
RELATED SHAREHOLDER MATTERS.

MARKET PRICE AND DIVIDEND RECORD

DIVIDENDS
HIGH LOW DECLARED
2000 Quarters Ended

December 31......cccvvvvvivieeiiieeiieeeeee $ 213/16$ 21/4

September 30....ccceveeeiiiiiiiee 31/16 21/4 --

JUNE 30..iiiiiiiii e 31/16 21/4 -

March 31, 5 27/16 $1.124
$1.124

1999 Quarters Ended

December 31......cccvvvvevieeiiieeiieeeeee $ 51/16 $ 43/4 $.155

September 30.....cccvveieiiiiiiiiee 53/8 45/8 155

JUNE 30..iiiiiiiii e 51/16 4 -

March 31, 515/16 315/16
$.31

The Trust's shares are traded on the New York SEackange (Ticker Symbol: FUR). As of DecemberZ1Q0, there were 2,625
recordholders of the Trust's shares of benefiotgrest. The Trust estimates the total number néftieial owners at approximately 8,000.

17



ITEM 6. SELECTED FINANCIAL DATA

For the years ended December 31, (In thousandspeger share data and footnotes)

OPERATING RESULTS

REVENUES.......cooiiiiiiieceeee

Income (loss) before unrealized loss on carrying va
assets identified for disposition and impaired as
capital gains, net, extraordinary loss, loss from
discontinued operations and preferred dividends(1
(2), (3), (D)

Unrealized loss on carrying value of assets identif
for disposition and impaired assets(3)...........

Capital gains, Net.........cccceeeviiiieeennnnn.

Income (loss) before extraordinary loss, loss from
discontinued operations and preferred dividends(1
(2), (3), (4)eeieiiiii

Extraordinary loss from early extinguishment of

Net income (loss) applicable to shares of beneficia
INTEreSt.....coiiiiiiiiiiee e

Dividends declared for shares of beneficial interes

Per share of beneficial interest

Income (loss) before extraordinary loss and loss fr
discontinued operations, basic(1), (2), (3), (4).

Extraordinary loss from early extinguishment of deb
o7 (o 2 S

Loss from discontinued operations, basic(1)........

Net income (loss) applicable to shares of beneficia
interest, basiC.........cccccevviiieiiiinnenn.

Income (loss) before extraordinary loss and loss fr
discontinued operations, diluted(1), (2), (3), (4

Extraordinary loss from early extinguishment of deb
diluted(4).....oovieiiiieiie e

Loss from discontinued operations, diluted(1)......

Net income (loss) applicable to shares of beneficia
interest, diluted............cccceeeviienenne

Dividends declared per share of beneficial interest

FINANCIAL POSITION AT YEAR END
Total aSSets......ccccevvvreveeiiiieeeeenn.
Long-term obligations(5)
Total eqUILY......ccerviiiieeiiiiieeeeieee.

OTHER DATA

Net cash provided by (used for)
Operations..
Investing...... .
FiNanCing........uevvvvveveeeeiniiniiiiiinnes

Funds from (used in) operations before preferred
dividend(6).......ceervreaiiieiiee e

Funds from (used in) operations after preferred
dividend(6)........eeervreiiiiiiieeiiiee

This Selected Financial Data should be read inwuatjon with the Combined Financial Statements ldotés thereto.

1996

1997 1998 199

1,681
(286)
1,395

550
7,684

$413,054
254,868
124,957

7,278 (27,769) (12,

~  (36,000) (9,
1,468 10,346 28,

8,746  (53,423) 6,

(226) (2,399) (5,

(2,844)  (27,696) (6,

5676 (83,518) (6,

845 (86,517) (9,

11,651 3,478 13,

$ 016 $ (1.83) $ 0

(0.01) (0.08) (0
(0.12)  (0.90) (0

003 (281) (0

$ 016 $ (1.83) $ O

(0.01) (0.08) (0
(0.12) ~ (0.90) (0

003 (281) (0
044 011 0

$734,984 $742,623 $502,

458,637 357,580 207,
235,310 150,696 169,

$11,085 $15940 $ 5919 $ 9,
(47,002) (112,233) (52,429) 112,

35,466
16,855

16,010

110,124 72,781 (109,

25,981 (10,785) 10,

21,150 (13,784) 7,

774 $67,265

494) (10,632)

800) (19,150)

334 76,114
040 46,332
508)  (6,065)
836) -

304) 40,267
137) 37,817
166 6,583
08 $ 1.07

14)  (0.15)
18) -

24) 092

08 $ 0098
14)  (0.13)
18) -

24) 0.85

31  0.155
792  $462,598
589 171,310
710 120,383
409 $ 8,300
089 (97,148)
128) 57,310
726 875
894  (1,575)

(1) The results of Impark have been classifiedissothtinued operations for 1997, 1998, 1999 and286 Impark was spun off to the
shareholders of the Trust in 2000. In 1998, Impadognized a $15 million reduction of goodwill.

(2) In 1998, the loss before unrealized loss oryaay value of assets identified for dispositiordampaired assets, capital gains,
extraordinary loss, cumulative effect of accountihgnge, loss from discontinued operations ancemed dividend included expenses of

$17.6 million related to the proxy contest andrisulting change in the composition of the Tru86ard of Trustees.

(3) In 1998, the Trust recognized $36 million isdes on the carrying value of properties identifadlisposition. In 1999, the Trust
recognized $9.8 million in losses on the carryiafue of assets identified for disposition. In 200@ Trust recognized $19.2 million in losses

on the carrying value of properties identified disposition.
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(4) In 1996 and 1997, the Trust renegotiated it&klmedit agreements, resulting in a $286,000 &&6H00 charge, respectively, related to
the write-off of unamortized costs. In 1998, the Trust regggroximately $87.5 million of its 8 7/8% Seniootds resulting in $1.6 million |
unamortized issue costs and solicitation fees bexpgnsed. Also, in 1998, the Trust renegotiatetank agreement and a $90 million note
payable resulting in $.8 million of deferred cdstsng expensed. In 1999, the Trust repaid $46anilin mortgage debt resulting in a
prepayment penalty of $5.5 million. In 2000, theidtrrepaid a $10.6 million deferred obligation t8sg in a prepayment penalty of $3.1
million and also recognized an extraordinary lasshe early extinguishment of debt of $2.4 milliarconnection with the sale of Crossroads
Mall and $.6 million in connection with the saletb& Huntington Garage.

(5) Included in long-term obligations are seniotasotand mortgage loans. Bank loans are classifid¢oing-term for 1996 and 1997.

(6) Funds from operations (FFO) is calculated asrime (loss) before capital gains, extraordinarg,losmulative effect of accounting
changes and after discontinued operations, bottréeind after the preferred dividend, plus nonchsinges for depreciation and amortiza

for both the Trust and the joint venture, less deation and amortization of debt issuance cosdsodimer corporate assets. In 2000, 1999 and
1998, FFO is calculated before the $19.2 millich8#million and $36 million loss on the carryingdu@ of assets identified for sale,
respectively, and in 1998, before the $15 milliogsl on impaired goodwill.

FFO is used by industry analysts as a measurerfdfrpeance of equity REITs and as a basis for comparamong REITs. FFO does not
represent net income or cash flow from operatiendedined by generally accepted accounting priesigFFO is not an alternative to net
income or cash flow from operating, investing aima@fcing activities. The Trust's calculation of FF2y not be comparable to FFO of other
REITs.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS.
FINANCIAL CONDITION

In March 2000, the Trust distributed all of the gnon stock of Imperial to its shareholders. One sloimperial common stock was
distributed for every 20 Trust common shares offfieial interest held on March 20, 2000. Approxigigt2.1 million shares of Imperial
common stock were distributed. As part of the ggfinthe Trust repaid Impark's bank credit facilitiapproximately $24.2 million,
contributed to Imperial approximately $7.5 milliohcash, its 14 Canadian parking properties and ffillion for a parking development
located in San Francisco, California. The Trusb @iovided a secured line of credit for $8 millimnimperial. The unused line of credit
expired on September 27, 2000. Imperial's commaekss listed on the American Stock Exchange utigkeisymbol "IPK". The Company
retained ownership of Ventek, formerly a manufaotysubsidiary of Impark. The Trust has performagearantees outstanding for Ventek's
manufacture and installation of transit ticket viegdequipment. The guarantees of $5.3 million a®@ $illion expire over the next two to
three years based upon the completion dates teteentined under the terms of the contracts. No amsdwave been drawn against these
guarantees.

The Trust also adjusted the conversion price vatpect to its Series A Cumulative Redeemable Pesf&hares of Beneficial Interest
("Preferred Shares"). The conversion price of ttefdPred Shares has been decreased to $5.082dmaran share (equivalent to a
conversion rate of 4.92 common shares for eactefeef Share) in connection with the distributiontbef Imperial shares, in accordance with
the provisions of the documents establishing thegeof the Preferred Shares.

For tax reporting purposes, the Trust will takewvadnd deduction of $19.375 per share for the agipnately 2.1 million shares of Imperial
common stock distributed to the shareholders.

The Trust amended the employment agreements ofagddbssrs. Friedman and Schonberger and Ms. Zglkaeh, an "Executive"). The
amended agreements provided that after (i) the fiapin-off and (ii) a sale or financing of Pdkaza Mall (the "Park Plaza Financing"),
each Executive may terminate his/her employmerit thi¢ Trust on or after June 1, 2000, and therl bhatntitled to receive a severance
payment from First Union of $1,001,000 for Mr. Ehiean and $630,000 for each of Mr. Schonberger andZghner. The Imperial spin-off
and the Park Plaza Financing occurred and on Jus&ch Executive terminated his/her employmenteagest and received the severance
payment. The amended employment agreements algol@dy among other things, that the options helthieyExecutives with exercise pric
of $8.50 and $6.50 shall be canceled and that Egebutive may invest in other businesses, provitdatthe Executive first offers such
opportunity to the Trust. Finally, the amended esgpient agreements provided that (A) two of the Exges, Messrs. Friedman and
Schonberger, will receive options to purchase shafémperial and (B) the Trust will pay Ms. Zahraer additional cash payment of
$110,000.

Simultaneously with the execution of the amendegleyment agreements, the Trust entered into ant asmgagement agreement (as
amended, the "Agreement") with Radiant Partners; [dhe "Management Company"), which is owned antrotled by the Executives. The
Agreement became effective upon the terminatioengbloyment of the Executives and the Trust becatterreally managed. While the
Agreement was in effect, the Management Companyresgsonsible for conducting and overseeing thenessi and financial affairs of the
Trust. As compensation for its services, the Manage Company was entitled to an annual fee of R1(B® and an incentive fee equal to
10% of (A) the aggregate of all distributions, atliean the Impark spin-off, in respect of a singdenmon share of the Trust, first made after
March 1, 2000, which exceeds $4.60 per share, phielti by (B) the number of the Trust common sharaespect of which such distributic
are made. Pursuant to the Agreement, if the Teustihates the Agreement, under certain conditities) the Management Company would
also receive a termination payment of between $8@0and $750,000. In connection with the assetdiateissed below, the agreement was
amended, whereby the Management Company will coatin manage the Trust's remaining properties280%00 per year for two years
and will receive no incentive compensation.
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In March 2001, the Trust sold a significant portagdtits remaining real estate assets (the "PurchAssets”) to an affiliate of Radiant Partn
LLC for an aggregate sales price of $205 milliohti#e closing of this transaction, the sale prit8205 million was reduced by $20.6
million, which was the net sales price realizedhmsy Trust from the sale of the Huntington Garagé&tikvas sold in December 2000 to
another party and which was part of the aggregdés price of $205 million. The Huntington Garageperty was among those that Radiant
agreed to acquire from the Trust. Radiant and tlistThad agreed that the Trust was permitted tdreeHuntington Garage property to a
third party and that Radiant would receive a crelitards the $205 million purchase price equah®riet sales price realized by the Trust
from the sale of the Huntington Garage.

The assets purchased by Radiant consisted of libeviiag:
-- 55 Public Square and CEI Office Buildings -- Clgeland, Ohio
-- 55 Public Square Garage -- Cleveland, Ohio
-- West Third Street Parking Lot -- Cleveland, Ohio
-- North Valley Tech Center -- Thornton, Colorado
-- Two Rivers Business Center -- Clarksville, Tenrssee
-- Westgate Town Center -- Abilene, Texas
-- Pecanland Mall -- Monroe, Louisiana
-- Long Street Garage -- Columbus, Ohio
-- Madison and Wells Garage -- Chicago, lllinois
-- Printers Alley Garage -- Nashville, Tennessee
-- 5th and Marshall Garage -- Richmond, Virginia
-- Club Associates' note receivable, face amouaippfoximately $1.5 million
-- Ancillary assets including furniture, fixtures@equipment, and reserve and escrow accounteddiathe Purchased Assets

-- Net operating income from all of the Purchased&ts from June 1, 2000 less (a) debt servicemRulhchased Assets, (b) capital
expenditures committed subsequent to May 9, 2060 &@66.6% of asset management fees paid to thedkanent Company from June 1,
2000 until the closing of the transaction

The Trust retained ownership of the following asset
-- Unrestricted cash and Treasury bills
-- Convertible preferred investment in HQ
-- Severance and prior trustees escrow account
-- Park Plaza Mall -- Little Rock, Arkansas
-- Circle Tower -- Indianapolis, Indiana
-- Peachtree Mall legal claim
In addition, the Company retained ownership of é&nt
The Trust remains liable for the following obligais:

-- 8.4% convertible preferred shares; $24,620,000cxpate face amoui



-- 8.875% publicly traded senior notes; $12,500,8pproximate face amount
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-- Dallas management office lease (the Trust hbdeased this space)

-- Certain liabilities arising out of the Purchagesbets arising prior to June 1, 2000, except éotain potential liabilities of the Westgate
Town Center

-- Corporate expenses and liabilities not relatetthé Purchased Assets

(including the Ventek guarantee)
-- Property level mortgage debt on retained assets
-- Other ordinary course liabilities

The aggregate purchase price of the PurchasedsAsast$205 million. The Trust received approxima$dl93 million in aggregate
consideration for the Purchased Assets after thmpat of expenses, and net operating income ared atfjustments, but not including
operating income and expense prorations. Of theoappately $193 million, approximately $63 milliamas in cash, $7 million was in the
form of a bridge loan and approximately $123 milliwas for the assumption or repayment of mortgadehitedness on the Purchased As
The $7 million bridge loan has a four month ternithvan option to extend the term for two monthse Tiiterest rate on the loan is 11% per
annum and is secured by cross-collateralizedrfitgages on two properties. Payments of interdgtare payable in monthly installments
commencing April 1, 2001 through and including JUJ\2001. The loan may be extended by the borrthveugh September 1, 2001 at an
interest rate of 15% per annum, at which time @lgipal and accrued interest shall be payablep@nment of the loan is permitted without
penalty only by payment of the entire principaldrale and accrued interest at time of prepaymelpased upon specified release terms, as
defined. The Trust expects to recognize a capéed gf approximately $30 million from the sale dwithe first quarter of 2001. The Trust
previously recorded in December of 2000 a $19.%anilunrealized loss on the carrying value of dert# the Purchased Assets.

In February 2001, in accordance with the Radialessagreement, the Trust amended the mortgageoto#tme North Valley Tech Center
property to provide for an additional $6.5 milliohfinancing. Radiant assumed this obligation aesitig and in accordance with the sales
agreement received a credit for the net cash pdscekthis loan received by the Trust.

In December 2000, the Trust sold the Huntingtora@aifor $21.3 million, of which approximately $Trfllion was applied against the first
mortgage debt on the garage. The Trust recognigmineon the sale of approximately $16.1 milliasd an extraordinary loss on early
extinguishment on debt of approximately $.6 million

In August 2000, the Trust received approximatelyt$gillion representing its 50% non-controlling cavehip interest in the net proceeds
from the sale of Temple Mall. The Trust accountdits interest in Temple Mall as an investmend jloint venture using the equity method
of accounting. The Trust recognized a gain fromitlrestment in the joint venture of approximatelyZmillion during 2000. Temple Mall
was sold for approximately $25.7 million, of whiapproximately $19.5 million was applied againstfirgt mortgage debt on the mall. In
addition, Temple Mall repaid its $1.2 million nqiayable to the Trust from cash reserves.

In April 2000, the Trust sold Crossroads CenterlNtal$80.1 million, of which approximately $78.1ilion was applied against a loan
payable to the purchaser, the assumption of teerfiortgage debt and other liabilities of the mHfle Trust recognized a gain on the sale of
approximately $58.7 million, less an extraordinkrgs on early extinguishment of debt of approxiya$2.4 million.

The Trust is in the process of exploring alterratiges for the net cash proceeds received froprtperty sales, including, without
limitation:

-- Acquisition of interests in real estate or nealrestate assets or businesses;
-- Implementing or continuing a common or prefersbdre repurchase or similar program;

-- Distributing all or a portion of such net prodeeo the shareholders including, but not necdgdamited to, amounts required to satisfy
certain REIT distribution requirements resultingrir previous asset sales and net income in 20@@yifand
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-- Making other new investments, including investitsén REMICs to generate REIT-qualified income lytmaintaining liquidity.

The Trust's longerm economic goal is to increase the per sharagsett value of the Trust at the highest possétée without undue risk. Tl
Trust continues to monitor the benefits of, andréwrictions imposed by, maintaining its REIT statThe Trust presently desires and intends
to maintain its status as a REIT for federal incaanepurposes but, if appropriate, would consideeporganizational structures.

At the 1999 Special Meeting, shareholders appraredmendment to the Declaration of Trust providiathority to the Board of Trustees to
effectuate, from time to time, reverse and forwsgplits of the Shares. The Board of Trustees offtlust has considered a share combination
or reverse split of the Shares (the "Reverse Jplithereby shareholders would receive one Shara farmber of Shares owned. A Reverse
Split with respect to the Shares may be authotigethe Board of Trustees. The precise timing atid if any Reverse Split has not been
determined.

From September through December 2000, a restragtofithe Board of Trustees of the Trust occurh@d.Friedman, appointed Trustee in
November 1998, and six of the nine nominees of @uatlwvho were elected as Trustees at the May 1998&péeeting resigned and thr
new persons were appointed Trustees. The currsintictured Board is comprised of seven persons,dbwhom own or are affiliated with
entities that own significant amounts of Shares.

The current Board is engaged in a process of ceriaglalternatives for the strategic directiontod Trust, but has not determined to pursue
any specific major strategic initiative. The follmg is a summary of activities that the Trust bed® based on discussions at the Board level,
that it will consider:

-- The Trust has explored various acquisition, gtieent and business combination transactions alhdhast likely continue to explore these
transactions. These transactions may include, withmitation, the acquisition of assets in exchaufigr securities of the Trust and business
combination transactions in which the Trust isthetsurviving entity. Parties to these transactioay also include existing shareholders of
the Trust or entities in which these shareholdakglsignificant interests. The Trust believes thatll be a more attractive acquisition
candidate due to the disposition of the Purchasss and the addition to its balance sheet ofiaddi liquidity. However, there can be no
assurance that any of these discussions will le@hy of these transactions occurring.

-- The Trust may either continue or expand its slapurchase program.
The Board recently authorized the expansion obtiere repurchase program.

-- The Trust will consider making new investmem®perating assets, including investments in rsite or non-real estate assets or
businesses.

-- Although the Trust has retained a broker tocsoilndications of interest in the purchase of Bagk Plaza property, the Trust will likely
continue to hold the two real estate propertiesittavns Park Plaza, which is located in LittledRpArkansas and Circle Tower, which is
located in Indianapolis, Indiana having a combihedk value of $61.7 million as of December 31, 2000

The foregoing list of potential activities is naténded to be an exhaustive list and the Trustnsngitted to considering any reasonable
proposal which could help the Trust achieve itglberm economic goals. The Board of Trustees hadetermined whether or not to change
the investment policies of the Trust concerningtyfpes of assets in which it will make investmehisyever, the investment authority of the
Trustees set forth in the Declaration of Trust wamended at the 1999 Special Meeting of Benefidaoanodify the Trustees' prior
investment limitations.

The Trust, as one Plaintiff in a class action cosgaoof numerous businesses and individuals, hasipdiiegal action against the State of
California associated with the 1986 flood of SuBettes Center, formerly Peach Tree Center. IneSepér 1991, the court ruled in favor of
the plaintiffs on the liability portion of the ink&e condemnation suit, which the State of Califoappealed. In the third quarter of 1999, the
1991 ruling in favor of the Trust and the otheripti#fs was reversed by the State of Californiaeglp court, which remanded the case to the
trial court for further proceedings. The Califori@apreme Court refused to accept the appeal by the
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plaintiffs on the appellate court's decision. Adlingly, the Trust expensed $1.2 million in deferteghal fees which the earlier court ruling in
favor of the Trust had allowed for recovery. Aftee remand of the case to the trial court, the fTand the other plaintiffs determined to
pursue a retrial before that court. The retriathaf litigation commenced in February 2001. Theliliiad of success at the retrial of the Trust
and the other plaintiffs depends on many factexduding the rulings on the applicable legal staddanade by the appellate court.
Accordingly, it is not possible to predict the likmod of a favorable outcome at the retrial witty @ertainty. The Trust has been informed by
the consulting firm retained by the Trust to evédugs claims that the amount of its potential dgenalaims is in the order of magnitude of
$33 million, plus attorney's fees and compoundetkaetaate interest from 1986, the time that the dgenoccurred; however, the Trust is
unable to predict at this time whether or not il wecover any amount of its damage claims in &gl proceeding.

On June 22, 2000, a complaint was filed in New Y8upreme Court, County of New York, against thesTritis trustees and certain former
trustees, Radiant and its principals by a purpcsteteholder of the Trust in connection with the&tsSale to Radiant (Brickell Partners v
Friedman, et al.) ("Brickell Lawsuit"). On July 12000, a complaint against the same defendantdanmalkmilar allegations, was commenced
by another purported shareholder of the TrusténQburt of Commons Pleas of Cuyahoga County, béméld Cunningham v Friedman, et
al.). Both of these lawsuits are purported clasi®as brought on behalf of all shareholders of Thast. In these complaints, plaintiffs allege
that the terms of the asset sale were unfair aaidtlile Trust's officers and trustees breached figeiciary duties to the Trust's shareholder:
agreeing to a transaction that failed to maximtzmrsholder value. Specifically, the lawsuits allégg Radiant, as a party to an asset
management agreement between Radiant Partnersahtl€e Trust (the " Asset Management Agreementl$, made privy to inside
information regarding the Trust's assets and tlosvad Radiant to negotiate the purchase of thetvasiable assets of the Trust at the lov
possible price, to the detriment of the Trust'sshalders. The complaints further allege that Raidaad the Trust were not engaging in arm's
length negotiations and that Radiant was actiritsiown self interest at the expense of the intereSthe Trust's shareholders. Additionally,
the complaints allege that Radiant had materiaflicts of interest. The lawsuits sought preliminaryd permanent injunctive relief against
consummation of the asset sale, rescission of HsetASale if it were consummated and unspecifiethdas, costs and attorney's fees. The
Trust has retained counsel with regard to thessu@wand has given plaintiffs' counsel the oppuotyuo review documents concerning the
background of the asset sale.

On October 27, 2000, counsel to the Trust recedviedter from plaintiff's counsel in the Brickelalsuit (the "Letter") stating that their
analysis of the documents provided by the Trudtatdd that the sale process, pricing, and disobssof the Trust with respect to the
proposed asset sale were all deficient and thaBtickell Lawsuit is meritorious. With respect toetsale process, the Letter asserted that the
Trust did not respond to the proposal from a tpaty for certain of its assets being sold, leadilantiff's counsel to believe that "there was
never a level playing field" and that the registrampermissibly favor[ed] [Purchaser's] bid." Thetter further asserted that the alleged
refusal to negotiate with this third party "castidibon whether [the Trust's] directors discusseddie with any potential purchasers."

The Letter further asserted that the preliminagxprstatement of the registrant filed Septembei22®0 with the Commission was inadeq
because it failed to disclose the breakdown ofs&@5 million purchase price, the underlying finahéhformation for the "Identified
Acquisitions" or the methodologies used to deteetireir individual values. The Letter further ass@ithat the preliminary proxy statement
made inadequate disclosures concerning the "ldett#cquisitions” with respect to the five parkiggrage properties. The Letter also
asserted a failure to disclose the managementmgres concerning those properties, any relationtséiween the operators and the
registrant's largest shareholders and future bisretiareholders may receive from operation of #rages. A number of other disclosure
failures were asserted, including failure to diselthe estimated net operating income from thehasied assets that would be transferred to
Radiant as part of the asset sale, the value gddhdng equipment allegedly to be transferred whth parking properties, the effect on the
value of the registrant's stock if, after the AsSale, it fails to qualify as a REIT and is delisteom the NYSE, and the role of the registrant's
largest shareholders in the Asset Sale and "wiertasts [they] may have going forward."
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Finally, the Letter asserted that the value todmeived by the registrant in the asset sale isspaate. The Letter estimated that $150 million
of the proceeds are attributable to real estatts®sshich the Letter estimated to have a badisgisas $225 million. The Letter did not refer
to the support for this estimate. The Letter alsseated that "given the recent renaissance of cewstal business districts, [plaintiff's coun:
does not believe that these properties have doyteiag but appreciate significantly over the pagt br three years and are undervalued,"
that many of the subject properties are undergextgnsive rehabilitation and repositioning, whicH imcrease future returns to be enjoyed
by Radiant. The Letter further asserted that tkboaild be complete disclosure about the propeitiekiding appraisals by competent third
parties.

With respect to the allegations in the lawsuite, ibgistrant believed at the time the Board appidkie Sale Contract, and it continues to
believe, that the Asset Sale was fair and reasersid in the best interest of the registrant andhaireholders. The registrant further believes
that the assertions in the Letter with respectgoldsure are untrue or regard matters which dheeimmaterial or have been properly
disclosed in the Proxy Statement with respecté¢oMiarch 6, 2001 special meeting of shareholders.dgfendants have not yet responded to
the complaints.

LIQUIDITY AND CAPITAL RESOURCES

Unrestricted and restricted cash decreased by =ippaitely $33.9 million (from $57.8 million to $23r8illion) when comparing the balance
December 31, 2000 to the balance at December 39, The decrease in cash was primarily relatededrhpark spin-off.

The Trust's net cash provided by operating actisitif $8.3 million and net cash provided by finagdactivities of $57.3 million was more
than offset by the $97.1 million utilized for inveg activities. Cash provided by financing aciegtincluded $101.0 million borrowed
pursuant to reverse repurchase agreements whighwtiézed to purchase U.S. Treasury Bills andigest in convertible preferred stock of
HQ. The Trust invests its excess cash primarily i8. Treasury Bills. The Trust also obtained a $44gillion non-recourse mortgage loan
secured by the Trust's Park Plaza Mall propertyaafi@d.5 million dollar mortgage loan secured byThest's Westgate Town Center prope
Cash used in financing activities included $37.1liom of payments related to the Impark spin-oft 58 million of cash dividends, $10.6
million to pay a deferred obligation relating t@tHuntington Garage, a $3.1 million penalty to psethe deferred obligation, balloon
mortgage payments of $8.6 million, $1.5 millionnebrtgage amortization and $15.2 million to repusghaommon and preferred shares. (
provided by investing activities consisted of teeaipt of $3.9 million of principal on two mortgagwestments, proceeds from the sale of
fixed assets of $.2 million, net proceeds fromdhke of real estate of $23.3 million and net prdsdeom the sale of the Trust's joint venture
interest in Temple Mall of $2.4 million. Cash wut#d by investing activities consisted of the exa#gsurchases over sales of U.S. Treasury
Bills of approximately $106 million, an investmentHQ for approximately $10 million and $11 millimf improvements to properties.

The Trust declared a dividend of $.5 million ($.525 share) to Series A Cumulative Preferred Sluddens in the fourth quarter of 2000. 1
dividend was payable January 31, 2001 to sharetsotdfeecord at the close of business on Decembe2@0. The Trust also paid dividends
of $.5 million ($.525 per share), $.7 million ($%@er share) and $.7 million ($.525 per sharejHerthird, second and first quarters,
respectively, to preferred shareholders. In additeothe Imperial distribution, the Trust paid ataividend for the first quarter of 2000 of
$6.6 million ($.155 per share) to common sharehsliethe second quarter of 2000. No dividend liersecond, third or fourth quarter was
declared with respect to the common shares. ThedBafalrustees determined that, as of the end cif gaarter, it was anticipated that based
upon the Trust activities to date, the Trust wcde made sufficient distributions to meet the Rgiialification requirements with respect
distributions provided in the Internal Revenue Ctateyear 2000 taxable income.

During 2000, the Trust invested $11 million in ¢apand tenant improvements. The investment waserpadarily for tenant improvements
to continue to lease the former retail center ledatear Denver, Colorado (North Valley Tech Centehjch was converted into an office
technology center. In addition, the Trust incurcagital and tenant improvements at the 55 Publi@8xoffice building in Cleveland, Ohio,
at the Two Rivers
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business center in Clarksville, Tennessee andf@anahor tenant store at Westgate Shopping M&bitene, Texas.

In January 2000, the Trust received $2.5 milli@nfrthe Richmond Redevelopment and Housing Authdgtfity "Authority") to expand the
Trust's garage located in Richmond, Virginia. B firust was unable to successfully complete thevation or did not continue to provide an
easement for a period of 84 years, all or a porticithe $2.5 million would have to be returnedhe Authority. This property, and the
liabilities associated with it, were among thosat there purchased and assumed by Radiant.

In April 2000, the Trust obtained a $42 millionstimortgage loan secured by the Park Plaza Ma#i.|3&n is norrecourse, has a 10 year t
and a fixed interest rate of 8.69% payable on ge20 amortization schedule. The Trust receivede®ds, net of closing costs and escrow
deposits, of $41.4 million. In August 2000, the Strteceived an additional $.5 million on this lo@he loan requires monthly payments of
approximately $401,000 for principal, interest @sdrow deposits. Prepayment of the loan is perhftifier an initial lockout period of three
years or two years from securitization), only witbld maintenance or defeasance, as defined ilo#reagreemen

The Trust purchased a $100 million U.S. Treasutivth $35 million of the loan proceeds and an iiddal $65 million of borrowings
utilizing a reverse repurchase agreement (the "Revieepo") with the U.S. Treasury Bill as collatefa December 31, 2000, the Trust
owned $200 million in face value of U.S. Treasurysgdue on January 4, 2001) and owed $150 milioReverse Repos. The U.S. Treasury
Bills are classified as held to maturity. The ietdrrate on the Reverse Repos was 6.6% at Dec&hp2000. The Reverse Repos outstan

at December 31, 2000 are included in notes pay@lrielanuary 4, 2001 the Trust used the proceetti®d).S. Treasury Bills to repay the
$150 million of Reverse Repos outstanding and vested $50 million in U.S. Treasury Bills.

In May 2000, the Trust invested $10 million in centible preferred stock and warrants issued by Hg. convertible preferred stock whicl
being accounted for as an available-for-sale sggwatcrues a 13.5% "payment-in-kind" dividend vihiecreases annually. A pay-in-kind
dividend was declared by HQ at November 30, 200@. §hares and accrued dividends are convertildecorthmon shares Management has
determined that the fair value of the investmertdnvertible preferred stock is $7.3 million pluxaied dividends. The warrants allow the
Trust to purchase shares of common stock for a malrstrike price and are valued at $2.7 million.

In June 2000, the Trust repurchased, in a privatesaction, an aggregate of 364,200 shares oéiiesSA cumulative redeemable preferred
shares of beneficial interest from three institoéibinvestors at a purchase price of $21.25 peesiiar an aggregate cash consideration of
$7,739,250. As a result of this transaction, tlageepresently 984,800 shares of Series A cumulatideemable preferred shares of beneficial
interest outstanding. The Trust also resumed @sipusly authorized common share repurchase prograhbegan to repurchase shares of
common stock in 2000. From June 28, 2000 througteBer 31, 2000, the Trust repurchased 2,775,1@Bom shares for an aggregate
cash consideration of $7,430,834. As a result@$ehtransactions, 39,696,604 common shares ofibahéiterest were outstanding at
December 31, 2000. During January and February,28@1Trust has repurchased an additional 57,460ran shares for an aggregate cash
consideration of $138,860.

In September 2000, the Trust obtained a $7.5 mifist mortgage loan secured by the Westgate TOemier property. The loan has an
interest rate option, at the election of the Trabgither the bank's prime rate plus .25% per emouthe adjusted LIBOR rate (as defined)
plus 2.6%. The interest period of the LIBOR ratwide designated by the Trust as either 30, @Datays. The interest rate at December 31,
2000 was approximately 9.0%. This property andatsociated mortgage loan were among those thatpuecbased and assumed by
Radiant.

The anchor department store at the registrantlsHaza Mall located in Little Rock, Arkansas, owtssfacilities and has an operating
agreement with the registrant that expires in 200& registrant is aware of proposed constructfanrew mall in the vicinity of the Park
Plaza Mall. In the event that the new mall is apptband built, the anchor store at the Park Plaat idlay decline to extend or renew its
operating
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agreement and vacate its premises at the Park Rlalzaln the event the anchor store does not ramathe Park Plaza Mall, the value of the
mall could be materially and adversely affected.

RESULTS OF OPERATIONS -- 2000 VERSUS 1999

Net income applicable to common shares before disueed operations for 2000 was $37.8 million anpared to a net loss befc
discontinued operations of $2.3 million for 199%tkhcome before discontinued operations for 20@0ded capital gains of $76.1 million
compared to capital gains of $28.3 million in 19@@pital gains for 2000 included $58.7 million tekhto the sale of Crossroads Mall, $1.2
million from the sale of the joint venture inter@sfTemple Mall, $16.1 million from the sale of theintington Garage and a net $.1 million
from the sale of other assets. Capital gains f@lIficluded $8.7 million from the sale of eight epeent complexes, $19.4 million from the
sale of six shopping malls and one shopping cemtdr$.2 million from the sale of six shopping matl®ecember 1999. Net income before
discontinued operations for 2000 included a $3.lianiextraordinary loss from early extinguishmemidebt relating to the payoff of the
Trust's deferred obligation of $10.6 million, a4illion loss from early extinguishment of deblateng to the first mortgage debt which was
assumed as part of the sale of the Crossroadsavala $.6 million loss from early extinguishmentiebt related to the sale of the Hunting
Garage. Net loss before discontinued operation$968 included a $5.5 million extraordinary lossnfrearly extinguishment of debt relating
to mortgage debt repaid because it was cross eddlated with the mortgages on six shopping maligctvwere sold in December 1999. Net
income before discontinued operations for 2000uitiet! a $19.2 million impairment loss on certaihef assets which the Trust had agree
sell to Radiant at a sales price that was lessrieaibook value at December 31, 2000. The Purchasseks were sold in March 2001. The
Trust expects to recognize approximately a $30anilyain on the sale to Radiant during the firsinter of 2001. Net loss before discontin
operations for 1999 included a $9.8 million unraadi loss on the carrying value of assets identfiiedale and impaired assets.

Mortgage loan investment income declined when caim@&000 to 1999. The decline in interest inconas waused by the repayment of a
mortgage investment during the first quarter of®00

Short term investment income increased during 280€ompared to 1999. The increase is due to tlestment of proceeds received from the
1999 property sales and the leveraged purchaseSofTWeasury Bills utilizing reverse repurchasecagrents.

Property net operating income, which is definedeas less operating expenses and real estate tte@gased to $29.8 million in 2000 from
$63.7 million in 1999. The decrease was attribtablthe sale of properties in 1999 and the salera$sroads Mall in April 2000. Property
net operating income for the properties in thefpbatin 2000 and 1999 increased by $.9 millioneTihcrease was attributable to an increase
in revenues of $1.2 million and a decrease in dpgy&xpenses of $.1 million which was partiallyset by an increase in real estate taxes of
$.4 million. Revenues increased by $1.2 milliongooperties in the portfolio in 2000 and 1999, @ity due to an increase in rental rates at
Park Plaza and Two Rivers and an increase in oocypst Westgate Town Center, Two Rivers and Nodhey, which was partially offset

by a decrease in occupancy at 55 Public Squaraa@pg expenses decreased slightly at various ptiepeand real estate taxes primarily
increased at Madison & Wells.

Depreciation and amortization and mortgage loagrést expense decreased when comparing 2000 ¢tottgarable period in 1999 primar
due to the sale of properties and the repaymeti¢lof in 1999. With respect to the remaining prapsridepreciation and amortization expe
increased slightly due to the effect of improversentproperties. Mortgage interest expense declivittdrespect to the remaining properties,
primarily due to the repayment and amortizatiomoftgage principal balances.

Interest expense relating to bank loans and natgalype decreased due to the payoff of debt wittptbeeeds from property sales, which was
partially offset by borrowings against U.S. TreasBills utilizing reverse repurchase agreements.

General and administrative expenses decreased vameparing 2000 and the comparable period in 1988apily due to the decrease in
payroll and related expenses.
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In addition, sales decreased by $1.1 million arst cbsales decreased by $.5 million at the Compangnufacturing facility. The net loss
was $3.1 million for 2000 as compared to a net &dsk2.2 million in 1999 at the manufacturing fagil Operations remained relatively
constant at the Trust's parking facilities.

RESULTS OF OPERATIONS -- 1999 VERSUS 1998

Net loss applicable to common shares before disuoed operations for 1999 was $2.3 million as corpdo a net loss before discontint
operations of $58.8 million for 1998. Net loss brefdiscontinued operations for 1999 included $28ilBon of capital gains compared to
$10.3 million in 1998. Capital gains for 1999 imbad $8.7 million from the sale of eight apartmesrnplexes, $19.4 million from the sale of
six shopping malls and one shopping center andnilidn from the sale of six shopping malls in Dedger 1999. In 1998, capital gains
included the sale of land in Cleveland, OH for $hillion, recognition of a $7.7 million capital gewhich had been deferred from a sale in
1982 when the Trust received a mortgage note aoptre sale consideration which was repaid in M898, and $.8 million from the sale of
a forward exchange agreement.

Net loss before discontinued operations for 19@8inted a $9 million impairment loss which was releat because the Trust entered in
contract in July 1999 to sell six shopping malla aales price that was less than net book valderst 30, 1999. The six malls were sold in
December 1999. An additional $.8 million impairmérgs was recorded in December 1999 for an aspeteed to be sold within the next 12
to 18 months. Net loss before discontinued oparatfor 1998 included a $36 million impairment léssimpaired assets and assets held for
sale.

Net loss before discontinued operations for 19@8ioted a $2.2 million loss for a forfeited depdsita property acquisition which w;
terminated, a $4.2 million expense due to liftifgestrictions on restricted shares which vestezhupe change in the majority of the Board
of Trustees in June 1998, a $3.4 million paymerthéoTrust's former chairman, president and chietative officer, $3.7 million of
severance expense, $4.8 million in proxy and litayaexpenses, and $1.5 million in professionasfieeurred to avoid a change in the
composition of the Board of Trustees.

The loss from discontinued operations for 1999udeHd a $1.7 million loss from Impark, the recogmitdf $1.8 million of unrealized
currency losses from Impark because it is bein@sstied as a discontinued operation and $3.3anifor the estimated net loss of Impark
prior to the proposed spin-off in the first qua€2000 and estimated professional fees to acdsmfiie spin-off.

Mortgage loan investment income declined when camg@d 999 to 1998. The decline in interest inconas waused by the repayment of two
mortgage investments in 1998.

Short-term investment income increased during 98 mpared to 1998. The increase is primarily firorasting the net proceeds from the
$62.9 million mortgage loans obtained in the tlaindl fourth quarters of 1999 and approximately $ilBam from the sale of a mall in
Reading, PA, which was sold in July 1999.

Property net operating income, which is definedeas less operating expenses and real estate faxd999 decreased by $15.4 million wi
compared to the previous year. The decrease wasply due to the sale of 27 properties in 199%ltexy in decreased property net opera
income of $18.2 million. Property net operatingame for properties in the portfolio in 1999 and 8 98creased by $2.2 million. The increi
was attributed to the increased occupancy at ththNélley Tech Center and Westgate Town Centeriatigéased results from parking
properties due to a new contract with third-paggmtors. Additionally, four parking garages acgdiduring 1998 produced an additional $1
million in property net operating income on a n@mparable basis. Ventek, the Company's equipmentifaeturing subsidiary, had a
decrease in net operating income of $.2 millioh989 compared to 1998. The 1999 year included appetely $2 million in write-offs of
accounts receivable and inventory for a contracteked during the fourth quarter of 1999. The 1988 included approximately $1.8 milli

of non-recurring general and administrative castsiired to expand business capabilities in antiicipaf sales which did not occur.

Notes payable interest expense increased whileiseote interest decreased when comparing 199998 hecause the Trust, in August 1¢
repaid $87.5 million of 8 7/8% senior notes witfid® million note payable. As noted previously, #9® million note payable was repaid
during the first seven months of 1999. The average
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note payable balance in 1998 was $90 million aspayed to $53.1 in 1999. The average rate on treewsas 9.875% per annum in 1998 and
13.5% per annum in 1999.

Bank loan interest expense decreased when compEdB@yto 1998. The decrease was primarily duegayment of the Trust's bank facility
in the second quarter of 1999 from property satesqeds and a portion of the rights offering prdse@dditionally, in June 1998 the Trust
recorded $.6 million of bank covenant waiver fegsnéerest expense.

General and administrative expenses declined $t8lién when comparing 1999 to 1998. The declinprisnarily the result of expenses
recorded in 1998 that did not recur in 1999. Thegeenses included:

- $3.4 million payment to the Trust's former chammpresident and chief executive officer due sot@imination.
- $4.2 million for the vesting of restricted shatgmn the change in the majority of the Board afsiees.
- $2.2 million for a forfeited deposit for a propeacquisition which was terminated.

General and administrative expenses also declinedareduced salary expense of $1.9 million whenmpmaring 1999 to 1998 primarily as
the result of staff reductions. The Trust in 1988arded $2.3 million of severance expense as cadpar$3.7 million in 1998. Additionally,
legal expense declined by $1.3 million when compuafi999 to 1998 primarily as the result of complgtihe repayment of bank loans and
$90 million note payable in the middle of 1999. S&elecreases were offset by a $.7 million expemsecord compensation expense for
variable stock options in 1999.

Depreciation and amortization expense for 1999ided|by $2.3 million when compared to 1998. Thepprties sold in 1999 resulted in
reduced depreciation expense of $5.3 million whempmared to 1998. This decrease is partially offigahcreased depreciation expense of
$1.3 million from improvements made primarily t@tNorth Valley Tech Center and Westgate Town Ceft@rmillion of amortization from
mortgage loan costs for mortgages obtained in 18988 $1.5 million in expense from the write-offtbé unamortized computer system and
home office equipment since the Trust outsourcethihouse accounting and property managementifunsceffective January 1, 2000.

RECENTLY ISSUED ACCOUNTING STANDARDS

The Financial Accounting Standards Board issuedSRA. 137, "Accounting for Derivative InstrumentslaHedging Activities -- Deferral

of the Effective Date of SFAS No. 133." The Statatroeferred for one year the effective date of SINES133, "Accounting for Derivative
Instruments and Hedging Activities". The Statentequires companies to recognize all derivativetherbalance sheet as assets or liabilities,
measured at fair value. Gains or losses resultmg thanges in the values of those derivatives evbalaccounted for depending on the use
of the derivative and whether they qualify for hedgcounting. This Statement is effective for fisemrs beginning after June 15, 2000. The
Trust believes that the effect of SFAS 133 oniitaricial statements will be immaterial.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
INTEREST RATE RISK

The Trust had entered into certain financing areamgnts that required interest payments based dablainterest rates. As such, the
combined financial statements were subject to cesumgthe market rate of interest. The fair valliBnancial instruments is determined by
using the interest rate available in the currentletzfor financial instruments with similar attrites, terms and conditions.

The table below provides information about the Tsuinancial instruments (exclusive of mortgagesuaned or repaid in March 2001):

AS OF DECEM BER 31, 2000
EXPECTED MA TURITY DATES
(AMOUNTS | N MILLIONS)
--------------------------------------- FAIR
2001 2002 2 003 2004 2005 THEREAFTER TOTAL VALUE
LIABILITIES
MORTGAGE LOANS
Fixed rate.................... $ 383 % 3 $.3 $.4 3407 $423 $423
Average interest rate....... 8.69% 8.69% 8 .69% 8.69% 8.69% 8.69%
SENIOR NOTES
Fixed rate.........c.......... $ 125 $125 $125
Interest rate............... 8. 875%
NOTES PAYABLE (REVERSE REPO
Note payable.................. $150.0 $ .1 $150.1 $150.1
Interest rate............... 6.6% 7.5%

EXCHANGE RATE RISK
The Trust and the Company do not have any forexghange rate risk as a result of the Impark spirroflarch 2000.
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ITEM 8. FINANCIAL STATEMENTS.

FIRST UNION REAL ESTATE EQUITY AND MORTGAGE INVESTM ENTS

COMBINED BALANCE SHEETS
AS OF DECEMBER 31, (IN THOUSANDS, EXCEPT SHARE DATA)

2000 1999
ASSETS
Investments in real estate
Land...ccoooiiiiiiiic e $ 45,692 $ 53,028
Buildings and improvements........cccccceeeeeeee. L 227,691 271,223

273,383 324,251
......... (68,507)  (75,161)

Total investments in real estate...........coeee... . 204,876 249,090
Investment in joint venture..........ccocceeeeeeeee. Ll - 1,786
Mortgage loans and notes receivable including curre nt

portion of $65 and $64, respectively............ ... 1,468 5,426
Other assets

Cash and cash equivalents -- unrestricted

Less -- Accumulated depreciation

......... 19,477 45,005

-- restricted......... . 4,412 12,836
Accounts receivable and prepayments, net of allow ances of
$772 and $496, respectively........cccceeeee.. L 5,386 10,386
Investments........cccccevveeveeeeeennnnn. - 220,648 104,013
LN Z=T 01 Y7 3,097 3,395
Unamortized debt issue costs, net...........co... L. 1,439 4,479
Other. .o 1,795 1,629
Net assets of discontinued operations............ ... - 64,747
Total asSetS..cccovvvvvviiiiiiiesceeee $ 462,598 $ 502,792
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Mortgage loans, including current portion of $34, 163 and
$1,817, respectively.......cccevvevveeeeeee $158,772 $ 195,051
Notes payable.......coooveeviiiieiiis 150,110 75,628
SEeNIOr NOLES....uvveeiiiiiii e 12,538 12,538
Accounts payable and accrued liabilities......... ... 18,040 37,776
Deferred obligation...........cccoevvvveeee. L -- 10,579
Deferred items......ccooeeevvvieeniieeeeee 2,755 1,510
Total liabilities........ccovvevcecvvees 342,215 333,082
Shareholders' equity
Preferred shares of beneficial interest, $25 liqu idation
preference, 2,300,000 shares authorized, 984,8 00 and

1,349,000 shares outstanding in 2000 and 1999.
Shares of beneficial interest, $1 par, unlimited

authorized, 39,697,000 and 42,472,000 shares,

outstanding in 2000 and 1999

......... 23,171 31,737

......... 39,697 42,472

Additional paid-in capital.............coeeeeee.. L 214,336 218,831
Undistributed loss from operations............. . ... (156,821) (123,322)
Deferred compensation.........ccccceevvceeees L. - (8)
Total shareholders' equity...........cccee.. .. 120,383 169,710
Total liabilities and shareholders' equity.. ... $ 462,598 $502,792

The accompanying notes are an integral part oktetements.
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FIRST UNION REAL ESTATE EQUITY AND MORTGAGE INVESTM ENTS

COMBINED STATEMENTS OF OPERATIONS
FOR THE YEARS ENDED DECEMBER 31, (IN THOUSANDS, EXCEPT PER SHARE DATA)

Revenues
Rents....

Interest
-- Mortgage loans..........cccccceveeveeeennn.
-- Short-term investments.....................
-- Investments..................
Dividends...........ccocvvviiiiiiiieieeeeee,
Equity in (loss) income from joint venture.......
Other iNnCoOMe.......ccovvvveeeiiiiiiiiiiiies

Expenses

Property operating..........ccccoecuvveeernnnn.
Cost of goods sold... .
Real estate taxes........ccccccovvveeeernnnnnn.
Depreciation and amortization....................
Interest

-- Mortgage 10ans..........ccoceeeviiiiieeene

-- Notes payable........cccccccvveeeenninnnn.

-- SENIOr NOES....ccovviriiieieiiieee e

-- Bank loans and other......
General and administrative...
Litigation and proxy...............
Unrealized loss on carrying value of assets ident

disposition and impaired assets................

Loss before capital gains, extraordinary loss, loss
discontinued operations and preferred dividend...
Capital gains, Net.........cocceeeviiieeernnnns
Extraordinary loss from early extinguishment of d
Loss from discontinued operations................

Net income (loss) before preferred dividend........
Preferred dividend...............coccoeveiens

Net income (loss) applicable to shares of beneficia
iNterest........cocvvveiieiiiiciece

Per share data
Income (loss) before extraordinary loss and loss fr

Net income (loss) applicable to shares of beneficia
interest, basiC..........ccccccovvieieininnn.

Income (loss) before extraordinary loss and loss fr

discontinued operations, diluted.................
Extraordinary loss from early extinguishment of deb

Net income (loss) applicable to shares of beneficia
interest, diluted............ccoceeeiiineenne

Basic weighted average shares.....................

Diluted weighted average shares....................

Combined Statements of Comprehensive Income (Loss)

Net income (I0SS)......uvvvveeeeiiereeeeiiniiinnns
Other comprehensive income (loss):
Available for sale securities..................
Foreign currency translation adjustment........

Comprehensive income (I0SS)...........cueeeee..

2000 1999 1998

......... $ 49,603 $109,839 $138,958
......... 5556 6,643 5,170

......... 229 463 1,211
......... 11,091 2,649 1,337
- - 302
......... 788 - -
......... (182) 64 148
......... 180 1,116 936

67,265 120,774 148,062

......... 14,448 36,224 47,618
......... 8,156 8,670 7,008
......... 5348 9,937 12,453
......... 12,580 25,331 27,603

......... 17,137 28,264 29,032

......... 7,754 4,232 3,757

......... 1,113 1,113 5,856

......... - 4,833 9,552

11,361 14,664 28,104
-- - 4,848

ified for
......... 19,150 9,800 36,000

97,047 143,068 211,831

......... (29,782) (22,294) (63,769)
......... 76,114 28,334 10,346
ebt...... (6,065) (5,508) (2,399)
......... ~  (6,836) (27,696)

......... 40,267 (6,304) (83,518)
......... (2,450) (2,833) (2,999)

......... $37,817 $(9,137) $(86,517)

om

......... $ 1.07 $ 008 $ (1.83)
t,

......... (0.15) (0.14) (0.08)
......... —  (0.18) (0.90)
......... $ 092 $ (0.24) $ (2.81)
om

......... $ 098 $ 008 $ (1.83)
t,

......... (0.13) (0.14) (0.08)
......... -~ (0.18)  (0.90)

......... $ 0.85 $ (0.24) $ (2.81)

......... 41,758 38,827 30,772

......... 47,499 38,836 31,015

......... $37,817 $(9,137) $(86,517)

......... - - 66
......... —~ 2117 (1,305)

......... $37,817 $(7,020) $(87,756)




The accompanying notes are an integral part oktetements.
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FIRST UNION REAL ESTATE EQUITY AND MORTGAGE INVESTM ENTS
COMBINED STATEMENTS OF SHAREHOLDERS' EQUITY
(IN THOUSANDS, EXCEPT FOOTNOTES)

PREFERRED UNDISTRIBUTED
SHARES OF S HARES OF ADDITIONAL INCOME (LOSS)
BENEFICIAL B ENEFICIAL PAID-IN FROM UNDISTR IBUTED DEFERRED
INTEREST INTEREST CAPITAL OPERATIONS(1)(2) CAPITAL GAINS COMPENSATION
Balance December 31, 1997......... $ 54,109 $28,179 $170,567 $ (25,973) $ 14, 949 $(5,643)
Net loss before preferred
dividend.........cccoenenene (83,518)

Dividends paid on shares of

beneficial interest

($.11/share)......cccevuenneee (3,478)
Dividends paid or accrued on

preferred shares

($2.10/share)........cccueuee (2,999)
Conversion of preferred shares... (22,372) 3,144 19,228
Shares sold under long-term

incentive ownership plan and

share option agreements........ 373 2,623
Restricted shares issued... 343 4,632 (4,975)
Restricted shares forfeited...... (453)  (5,147) 5,600
Shares purchased................. (170)  (1,660)
Issuance of 500,000 stock

Warrants........ccceeeveennee 436
Deferred compensation related to

restricted shares.............. 312
Vesting of restricted shares..... 4,706
Foreign currency translation

adjustment..........ccceen.
Available for sale securities....

Balance December 31, 1998......... 31,737 31,416 190,679 (115,968) 14, 949 -
Net loss before preferred

dividend..........ccoeevnnee, (6,304)
Dividends paid or accrued on

shares of beneficial interest

($.31/share)
Dividends paid or accrued on

preferred shares

($2.10/share)........ccccvuene (1,050) 1, 783)
Sale of 12,549,445 shares of

beneficial interest............ 12,549 33,927
Shares purchased................. (1,506) (6,485)
Compensation on variable stock

OPLiONS....vvveeiiieeiiieenne 666
Restricted shares issued......... 18 62 (80)
Restricted shares canceled....... 5) (18) 23
Deferred compensation related to

restricted shares.............. 49
Foreign currency translation

adjustment..........ccceeee

(13, 166)

Balance December 31, 1999......... 31,737 42,472 218,831 (123,322) - (8)
Net income before preferred
dividend..........ccoeeennnnen. 40,267
Dividends paid or accrued on
shares of beneficial interest
($.155/share)......ccccceveene (6,583)
Dividends paid or accrued on
preferred shares
($2.10/share)........ccccueune (2,450)
Shares purchased................. (8,566) (2,775)  (3,829)
Compensation on variable stock
OPLiONS....ovveeiieeiiieene (666)
Spinoff of Impark................ (64,733)
Deferred compensation related to
restricted shares 8

Balance December 31, 2000.. $23,171 $39,697 $214,336 $(156,821) $ - $ -
FOREIGN

AVAILABLE C URRENCY
FOR SALE TR ANSLATION
SECURITIES AD JUSTMENT

Balance December 31, 1997......... $(66) $ (812)

Net loss before preferred

dividend..........cceeuenn

Dividends paid on shares of
beneficial interest
($.11/share).....cccceveenneee



Dividends paid or accrued on
preferred shares
($2.10/share)......ccccceveene

Conversion of preferred shares...

Shares sold under long-term
incentive ownership plan and
share option agreements........

Restricted shares issued.........

Restricted shares forfeited......

Shares purchased.................

Issuance of 500,000 stock
WarrantS.......cceoveeveenene

Deferred compensation related to
restricted shares..............

Vesting of restricted shares.....

Foreign currency translation

adjustment...........ccccc.. (1,305)
Available for sale securities.... 66
Balance December 31, 1998......... - (2,117)
Net loss before preferred

dividend..........ccccene.

Dividends paid or accrued on
shares of beneficial interest
($.31/share)......cccceeurene

Dividends paid or accrued on
preferred shares
($2.10/share)........cccueuee

Sale of 12,549,445 shares of
beneficial interest............

Shares purchased....

Compensation on variable stock
OPLiONS....ovveeiieeiiieens

Restricted shares issued.........

Restricted shares canceled.......

Deferred compensation related to
restricted shares..............

Foreign currency translation
adjustment...........cc.c.. 2,117

Balance December 31, 1999......... - -

Net income before preferred
dividend...........cccccoeeee

Dividends paid or accrued on
shares of beneficial interest
($.155/share)......ccccceveene

Dividends paid or accrued on
preferred shares
($2.10/share)......ccccceveene

Shares purchased

Compensation on variable stock
OPLiONS....ovveeireeriieene

Spinoff of Impark................

Deferred compensation related to
restricted shares..............

Balance December 31, 2000......... $--

(1) Includes the balance of cumulative undistridutet loss of First Union Management, Inc. of $38,000, $46,936,000 and $8,588,000 as
of December 31, 1998, 1999 and 2000, respectively

(2) Cumulative distributions in excess of the Tuget income from inception are approximately §2@,000.
The accompanying notes are an integral part oktetements.

33



FIRST UNION REAL ESTATE EQUITY AND MORTGAGE INVESTM ENTS
COMBINED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, (IN THOUSANDS)

2000 1999 1998
Cash provided by (used for) operations
Net income (loss) before preferred dividend and | oss from
discontinued operations..........ccccoeeeeeeee. L. $ 40,267 $ 532 $(55,822)
Adjustments to reconcile net income (loss) before
preferred dividend and loss from discontinued o perations
to net cash provided by operations
Depreciation and amortization.........c......... ... 12,580 25,331 27,603
Extraordinary loss from early extinguishment of debt.... 6,065 5,508 2,399
Capital gains, néet......ccccoocvvvveveevenee. (76,114) (28,334) (10,346)
Loss on carrying value of assets identified for
disposition and impaired assets.............. ... 19,150 9,800 36,000
Vesting of restricted shares........cccocoeeee. L -- -- 4,184
Increase (decrease) in deferred items.......... . ... 2,409 (500) (941)
Net changes in other assets and liabilities.... ... 3,942 (2,928) 2,842
Net cash provided by operations........... ... 8,299 9,409 5,919
Cash provided by (used for) investing
Repayment of mortgage investment and note
receivable........cocoveeiviiiices - -- 25,045
Principal received from mortgage investments. ... 3,881 82 139
Net proceeds from sales of real estate....... ... 23,325 227,508 6,507
Proceeds from sale of fixed assets........... ... 175 - -
Proceeds from sale of investment in joint ven ture..... 2,410 - -
Purchase of investments......cccccceeeeeeee. L (1,519,627) (104,013) (1,771)
Sale of investments.........cccccoeeveeneeee. L 1,403,668 - 15,141
Investments in properties........ccoeeeeeeee. - - (63,022)
Deposit for property acquisitions........... . ... - - (170)
Investment in Impark, net of cash acquired... ... -- - (11,195)
Investments in capital and tenant improvement Serrenens (10,980) (11,488) (23,103)
Net cash (used for) provided by investing.. ... (97,148) 112,089 (52,429)
Cash provided by (used for) financing
(Decrease) increase in bank loans........... ... -~ (101,000) 55,900
Increase (decrease) in notes payable........ ... 100,982  (41,000) 90,000
Increase in mortgage loans............cccc... . 50,000 66,689 30,000
Repayment of mortgage loans -- Normal payment Serreeens (,477)  (3,463) (3,951)

-- Balloon payments. ... (8,613) (49,548) (468)
Mortgage prepayment penalties.........cc..... . .. (514)  (5,846) -

Payment of deferred obligation............. . ... (10,579) - --
Deferred obligation repayment penalty........ ... (3,092) -- -
Payments for Impark spin-off...............~ ... (37,087) - -
Repayment of senior notes.........ccoeeeee.e. Ll - - (87,462)
Purchase of First Union common shares........ ... (7,431) (7,989) (1,830)
Purchase of First Union preferred shares..... ... (7,739) -- -
Income from variable stock options........... . ... (666) - --
Sale and employee option exercises of First U nion

SharesS....coooeviiie e - 46,476 2,996

Sale of hedge agreement..........ccooeeeeeee.. . -- -- 825
Debtissue costs paid......cccccveeeeveeeee L. (666)  (4,031) (3,320)
Dividends paid on shares of beneficial intere St....... (13,166) (6,583) (6,577)
Dividends paid on preferred shares of benefic ial
LR P (2,641) (2,833) (3,332)
Net cash provided by (used for) financing.. ... 57,311 (109,128) 72,781
(Decrease) increase in cash and cash equivalent s from
continuing operations.......ccccoceeeeeeee. L. (31,538) 12,370 26,271
Cash and cash equivalents at beginning of year. ... 57,841 45,175 16,864
Cash and cash equivalents at end of year....... ... 26,303 57,545 43,135
Change in cash from discontinued operations.... ... (2,414) 296 2,040
Cash and cash equivalents at end of year, inclu ding
discontinued operations..........ccccoeeeeee. L. $ 23,889 $ 57,841 $45,175
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Interest paid......ccccoovveveivieiiieiieeeeee $ 26,165 $ 39,847 $51,400
SUPPLEMENTAL DISCLOSURE ON NON-CASH INVESTING AND INANCING
ACTIVITIES
Discontinued non-cash net assets charged to dividen ds

Y= o $ 64747 $ - $ -




Transfer of mortgage loan obligations in connection with
real estate sales.....c.ccocvvevvvnvcveenee $ 76,189 $163,700 $ -

The accompanying notes are an integral part oktetements.
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NOTES TO COMBINED FINANCIAL STATEMENTS
1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

First Union Real Estate Equity and Mortgage Investta ("Trust") and First Union Management, Inc.dfitpany") are in the real estate and
parking and transit ticket equipment manufactuiimdystries with properties and operations in théédhStates. The accounting policies of
the Trust and Company conform to generally acceptedunting principles and give recognition, asrappate, to common practices within
the real estate, parking and manufacturing indesstri

Under a trust agreement, the common shares ofdhg@&ny are held for the benefit of the shareholdétke Trust. Accordingly, the

financial statements of the Company and Trust leen combined. Additionally, the Company ownedngtontrol of Imperial Parking
Limited ("Impark"). Impark operates parking fadiis throughout Canada. In March 2000, the Trusredtinto a plan of settlement and a
plan of reorganization with a number of its affiéid companies which resulted in a transfer of #se& of Impark to a subsidiary of the Trust,
Imperial Parking Corporation, a Delaware corporafdmperial). In March 2000, the Trust distribdtall common stock of Imperial to its
shareholders. The financial information for 200899 and 1998 classifies the Canadian parking bssias "discontinued operations."

The preparation of financial statements requiresagament to make estimates and assumptions tleat #ie reported amounts of assets,
liabilities, revenues and expenses during the taqpperiods. Actual results could differ from thesstimates.

The Trust's properties were leased to the Compgaoygh February 28, 1999. From March 1, 1999 thindDgcember 31, 1999 the Trust was
self-managed. Beginning January 1, 2000, the Toutstourced the management function to third parties

At December 31, 2000 and 1999, buildings and im@noents included $1.0 million and $1.2 million ofigzment, respectively. Equipment is
depreciated over useful lives of five to ten years.

Tenant leases generally provide for billings oftaier operating costs and retail tenant leases giyn@rovide for percentage rentals, in
addition to fixed minimum rentals. The Trust anch@any accrue the recovery of operating costs baseattual costs incurred. For
percentage rentals, the Trust follows the Finand@ounting Standards Board's Emerging Issues Faste Bulletin 98-9 (EITF-98-9),
"Accounting for Contingent Rent in Interim Finaridieriods." EITF-98-9 requires that contingent abiicome, such as percentage rent
which is dependent on sales of retail tenantsebegnized in the period that a tenant exceedpdsifsed sales breakpoint. Consequently, the
Trust accrues the majority of percentage rent ireonthe fourth quarter of each year in accordavite EITF-98-9. For the years ended
December 31, 2000, 1999 and 1998, the accruedeecob operating costs and percentage rent incggpeoaimated $11.6 million, $30.0
million and $36.2 million, respectively. Deferreglenue is derived primarily from revenue receiveddvance of its due date.

Depreciation for financial reporting purposes isnpoited using the straight-line method. Buildings @epreciated over their estimated useful
lives of 10 to 40 years, based on the propertyés agerall physical condition, type of constructioaterials and intended use. Improvements
to the buildings are depreciated over the remainseful life of the building at the time the impeswent is completed. Tenant alterations are
depreciated over the life of the lease of the ternEme Trust annually reviews its portfolio of pespies for any impairment as required by
Statement of Financial Accounting Standards (SFEX), "Accounting for Long-Lived Assets and Long-¢d/Assets to be Disposed of."
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The Trust's useful lives for the calculation of degation are as follows:

LIFE
(IN YEARS)
Shopping malls.........ccoocvvviieiiiieenenee. 40
Office buildings.... . 40
Parking garages........cooccevviiiieeeniceeeenes 25 --40
Parking facilities.........ccccoooeveivicves L 10

The Trust accounted for its investment in a joture which it did not control using the equitythwel of accounting. This investment,
which represented a 50% non-controlling ownershierest in a shopping mall, was recorded initiatiyhe Trust's cost and was subsequently
adjusted for the Trust's equity in income and daistributions. The shopping mall was sold in Aug2@90.

At December 31, 2000 and 1999, $3.2 million and $iillion of cash was restricted, respectively,dzhen terms of a mortgage.

Additionally, $1.2 million and $1.7 million of casts of December 31, 2000 and 1999, respectivelse wlassified as restricted because these
amounts secure benefits under change of contrekagents with employees of the Trust and Compang.ré&stiricted cash can also be used
for reimbursement of legal and other expenses iaduior claims against Trustees serving prior ®dhange in the majority of the Board that
occurred in June 1998. The Trust also had $10.[lomibf cash on deposit to collateralize Imparkéskloan and was classified as restricted
in the combined balance sheets at December 31, 1999

The Trust has calculated earnings per share fdd,28P9 and 1998 in accordance with SFAS 128, 'ilBgsnPer Share." SFAS 128 requires
that common share equivalents be excluded fromvtighted average shares outstanding for the caionlaf basic earnings per share. The
reconciliation of shares outstanding for the basid diluted earnings per share calculation is baWs (in thousands):

2000 1999 1998

Basic weighted average shares........ccccccceeeeeee. Ll 41,758 38,827 30,772
Stock options, treasury method.........cccooeecee... Ll - - 243
Restricted shares, treasury method................. .~ ... 9 --
Convertible preferred shares.......ccccooceeeeee. L 5,741 - --
Diluted weighted average shares........ccccccceeee.. Ll 47,499 38,836 31,015

The preferred shares are anti-dilutive and arenotided in the weighted average shares outstarfdirtye diluted earnings per share for
1999 and 1998. The warrants to purchase sharemnefibial interest are anti-dilutive and are nafuiled for any period.

The computation of basic and diluted earnings paresbefore extraordinary loss and loss from disgoad operations is as follows (in
thousands, except per share data):

2000 1999 1998

BASIC
Income (loss) before extraordinary loss and loss fr om

discontinued operations, basic.........cccceee.. L $46,332 $ 6,040 $(53,423)
Preferred dividend........ccoccoovvvvvvvee. L (2,450) (2,833) (2,999)
Discount on preferred stock redemption............. . ... 827 -- --

Income (loss) before extraordinary loss and loss fr om

discontinued operations attributable to common sh ares,

DASIC...ccoiiiiiii e $44,709 $ 3,207 $(56,422)
Basic weighted average shares........ccccccceeeee.. L 41,758 38,827 30,772
Income (loss) per share before extraordinary loss a nd

loss from discontinued operations, basic......... . ... $ 1.07 $ .08 $ (1.83)
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2000 1999 1998

DILUTED
Income (loss) before extraordinary loss and loss fr om
discontinued operations, diluted................. . . $44,709 $ 3,207 $(56,422)
Preferred dividend on unredeemed stock............ ... 2,068 - --
Impact of redeemed preferred stock.......cccooeeee. L (444) -- --
Income (loss) before extraordinary loss and loss fr om
discontinued operations attributable to commons s hares,
diluted.....cooooiiiiiiie L $46,333 $ 3,207 $(56,422)
Diluted weighted average shares.......cccccccceeee. L 47,499 38,836 31,015
Income (loss) per share before extraordinary loss a nd
loss from discontinued operations, diluted....... ... $ 98 $ .08 $ (1.83)

The Financial Accounting Standards Board issuedSSRA. 137, "Accounting for Derivative InstrumentslaHedging Activities -- Deferral

of the Effective Date of SFAS No. 133." The Statatraeferred for one year the effective date of SRS 133, "Accounting for Derivative
Instruments and Hedging Activities". The Statentequires companies to recognize all derivativetherbalance sheet as assets or liabilities,
measured at fair value. Gains or losses resultmg £hanges in the values of those derivatives evbalaccounted for depending on the use
of the derivative and whether they qualify for hedgcounting. This Statement is effective for figears beginning after June 15, 2000. The
Trust believes that the effect of SFAS 133 oniitaricial statements will be immaterial.

Certain reclassifications have been made to pear Yalances to conform with the 2000 presentation.
2. DISCONTINUED OPERATIONS

In March 2000, the Trust distributed all commorcktof Imperial to its shareholders. One share gfdrral common stock was distributed for
every 20 Trust common shares of beneficial intened on March 20, 2000. Approximately 2.1 millisimares of Imperial common stock
were distributed. As part of the spin-off, the Tireepaid Impark's bank credit facility of approxirely $24.2 million, contributed to Imperial
approximately $7.5 million of cash, its 14 Canadianking properties and $6.7 million for a parkaeyelopment located in San Francisco,
California. The Trust had also provided a secuirgel df credit for $8 million to Imperial. The unuskne of credit expired on September 27,
2000. The Company retained ownership of Ventekational, Inc., a former manufacturing subsidiafympark.

The Trust also adjusted the conversion price vagpect to its Series A Cumulative Redeemable Peef&hares of Beneficial Interest
("Preferred Shares"). The conversion price of ttefédPred Shares has been decreased to $5.0824meran share (equivalent to a
conversion rate of 4.92 common shares for eacteReef Share) in connection with the distributiontbef Imperial shares, in accordance with
the provisions of the documents establishing thegeof the Preferred Shares.

The 1999 loss on disposal included losses from tk'paperations through March 31, 2000, the cunwddbreign currency translation at
December 31, 1999, and costs associated with theoffp The Trust's Combined Financial Statememis Hotes to Combined Financial
Statements report Impark as a discontinued operatio
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DISCONTINUED OPERATIONS (amounts in thousands)

1999 1998
Net operating iNnCOMe......ccccevvveevceeicaaeee $ 8,380 $ 7,423
Less
Interest eXpense......cooccvvevevveeveneneaens 1,888 2,662
Depreciation and amortization.........ccccc...... .. 5,277 5,786
General and administrative..........cccceeeeeee. 4,020 9,473
Goodwill impairment........ccccocccveveneee. L -- 15,000
Foreign currency (gain) 10SS.....cccccvvvveveeee L (1,060) 2,198
Loss from operations.........ccoeeevvvvveeenneeee . (1,745) (27,696)
Lossondisposal.......cccccoovvvvvcivvviveeeees (5,091) --
Total discontinued operations.........cccccceeeeeee. . $ (6,836) $(27,696)
NET ASSETS OF DISCONTINUED OPERATIONS (amounts in housands)
1999
Assets
Real estate, net of accumulated depreciation..... ... $10,961
Equipment, net of accumulated depreciation....... ... 5,415
Note receivable........ccccoovvveeivicccees 2,991
Accounts receivable and prepayments............ . ... 3,681
INVENONY .ooviviiiiiieiieeeeeeee 865
Goodwill, net of accumulated amortization........ . ... 42,690
Management contracts, net of accumulated amortiza tion..... 901
Deferred charges.......cccccoovvvvevviccees 213
Liabilities
Deferred income.......cccovvvvvvviveeennceeeee 2,970
Net assets of discontinued operations exc luding
€SN 64,747
CaSh..ccoviii e 2,414
$67,161

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES OF DISCO NTINUED OPERATIONS

The real estate assets of $11.0 million consistéahal, buildings and construction in progress at&nber 31, 1999 that were transferred to
Impark as part of the spin-off from the Trust. Theldings were depreciated using a 40-year lifeutid@ maintenance and repairs, including
replacements, were charged to expense, while mplaats which improved or extended the lives ofteggroperties were capitalized.

Parking leasehold improvements were depreciatedfoeeyears.

Gooduwill represented the excess of cost over theevassigned to the net assets from the purchdsepafrk. Goodwill was amortized on a
straight-line basis over 20 years. Accumulated &amairon at December 31, 1999, was $4.8 million.

Lease and management agreements were recordest andorepresented Impark's investment in parlkihgdreements acquired from other
parking lot management companies. The underlyitgevaf this asset was calculated by discountingriutash flows of each agreement over
its length of term. Management and lease agreenemisnated before the life of the agreements wepensed. Amortization was provided
on a straight-line basis over their useful livegapproximately three years as of the acquisitioApnl 1997. Accumulated amortization at
December 31, 1999 was $4.9 million.
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Inventory consisted of parking equipment parts suqgblies and was recorded at the lower of costuéted on a first-in, first-out basis, or
replacement cost.

The assets and liabilities of the Canadian oparatigere translated into U.S. dollars at the exchaatgs in effect at the balance sheet date.
Income statement accounts were translated at tightee average exchange rates for the year. Thms gailosses resulting from these
translations were recorded in a separate comparieshtareholders' equity. Gains or losses resuftimmm realized foreign currency and
intercompany transactions were included in netrimeo

BANK DEBT

As of December 31, 1999, Impark had $22.5 milliatstanding under a secured credit agreement. Huit @greement consisted of revolv
and term commitments of $4.5 million and $21.1 ioil] respectively. All outstanding debt was repaidflarch 2000, prior to the spin-off of
Impark. The weighted average interest rate forctiedit agreement was 6.9% for 1999. As the bankdeaere at market interest rates, the fair
value was the carrying amount of the loans.

The Trust paid a fee to the bank facility lenderd provided $15.0 million in cash to secure a portf the balance outstanding under the
bank facility during 1999.

The revolving credit facility bore interest at fleader's prime rate plus 75 basis points and time tacility bore interest at the Canadian
Bankers Acceptance rate plus 175 basis points.tiaddily, upon maturity of this credit facility, Ipark paid to the lenders a fee of 55 basis
points retroactive to the inception date of thekbenmedit facility.

MINORITY INTEREST IN IMPARK

The Company in the third and fourth quarter of 1p88chased the common stock of Impark owned bythployees of Impark for
approximately $1 million. As a result of these sactions, the Company owned 100% of the commork stbmpark and the employees of
Impark owned $.4 million or 4% of the preferredcit@f Impark. Additionally, the Company purchase8 #illion in preferred stock in
Impark from two terminated employees during 1999.

SALE OF SUBSIDIARIES OF IMPARK

Inner-Tec Security Consultants Ltd., a securityitess, was sold in June 1999 to a former execofiiger for a $.5 million note and cash of
$.6 million. The note had a two year term and boterest at 12% per annum for the first year arh p&r annum for the second year. The
note receivable was current at December 31, 1999.

Robbins Parking Services, Ltd. was sold in the seéauarter of 1999 to the former president of Ifkdar a $2.1 million ten-year note
bearing interest at 8% per annum. The Trust alkbasbuilding to the former president of Impark 8.3 million, ten-year mortgage note
bearing interest at 8% per annum for the first fiears and 9.25% per annum for the second fivesyear

Imperial Parking Asian Ltd. was sold in Septemt@99.for $.6 million to an unrelated third party.
SEVERANCE

During 1999, Impark reversed a severance provisfdl.8 million, while recording an additional seaece expense of $.9 million, resulting
in a reduction of severance expense in 1999 ofrllbn. The reversal of the 1998 provision for seance expense was the result of settling
all claims with Impark's former president below 898 accrued amount. The 1999 severance provispmesented termination expense
which is expected to be paid through 2005 for fieainination agreements entered into as of Deceihet999.
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Severance Accrual (amounts in thousands)

1999
Beginning balance........cccccoocevvieiie. L $2,352
EXpense, Neto...cccovvvviiiciiiiiiiiiieeeeeeeee (873)
PaymentS.....cccooveeeiiiiieee (354)
Balance atend of year........ccccooeevvceeeeeee. L $1,125

3. INVESTMENTS

Investments as of December 31, 2000 and 1999 iadlu8. Treasury Bills in the face amount of $210iom and $100 million, respectively.
The U.S. Treasury Bills were classified as helaraturity securities and were recorded at costuassnortized discount. In addition, the
Trust invested $10 million in convertible prefertdck and warrants issued by HQ Global Holdings, ("HQ"). The convertible preferred
stock which is being accounted for as an availédiesale security, accrues a 13.5% "pay-in-kind/idind which increases annually. A pay-
in-kind dividend was declared by HQ at NovemberZI0. The shares and accrued dividends are cdvedrito common shares.
Management has determined that the fair valueefrthestment in convertible preferred stock is $#ifion plus accrued dividends. The
warrants allow the Trust to purchase shares of comstock for a nominal strike price and are valae#i2.7 million.

4. FINANCIAL INSTRUMENTS

Financial instruments held by the Trust and Compaaolde cash and cash equivalents, accounts radeivmortgage loans receivable,
accounts payable, revolving credit agreements amg-ferm debt. The fair value of cash and cashvatgnts, accounts receivable and
accounts payable approximates their current cagrgmounts due to their short-term nature. Managéheshdetermined that the fair value of
the Trust's investment in convertible preferrediste $7.3 million plus accrued dividends and thie ¥alue of the related warrants is $2.7
million. The fair value of the Trust's remainingt@seceivable and mortgage loans payable wererdigted based upon current market
conditions and interest rates. The fair value ef Thust's senior notes approximates its carryinguarn The Trust and Company do not hold
or issue financial instruments or derivative finahistruments for trading purposes.

5. COMPREHENSIVE INCOME

Comprehensive income includes changes in sharaisbletguity, such as foreign currency translatioustdhents and reserves for the
valuation of securities available for sale, whica shown separately and have no effect on the $nust income.

6. WARRANTS TO PURCHASE SHARES OF BENEFICIAL INTERBE

In November 1998, the Trust issued 500,000 warnahtsh allow a third party to purchase 500,000 ekaif beneficial interest at $10 per
share. The warrants expire in November 2008. ThistTissued the warrants to the third party asqfatie consideration for various services
provided to the Trust and recorded $.4 millionxpense as a measurement of this consideration98. The fair value of the consideration
was determined using the Black-Scholes model usiadollowing factors -- 10-year term, 4% divideyidld, 4% risk free interest rate and
32% for volatility.

7. CASH AND CASH EQUIVALENTS

The Trust and Company consider all highly liquiditerm investments with original maturities oféh months or less to be cash
equivalents.
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8. LOSS ON CARRYING VALUE OF ASSETS IDENTIFIED FORISPOSITION AND IMPAIRED ASSETS

Management reviews the net realizable value offtluist's portfolio periodically to determine whetlaer allowance for possible losses is
necessary. The carrying value of the Trust's imaests in real estate is evaluated on an indivigugberty basis in accordance with SFAS
121. In December 2000, the Trust recorded $19.Romiin losses on the carrying value of properties the Trust agreed to sell at an
allocated sales price which was below net booke:alinese properties were sold in March 2001. Dut®@p, the Trust recorded $9.8 million
in losses on the carrying value of properties iifiedt for sale at sale prices which were belowbwmik value. In December 1998, the Trust
recorded $36.0 million in losses on the carryinlyeaf properties which were identified for disgmsi.

2000 1999 1998

Net book value of assets identified for sale....... ... $ 5578 $44,207 $ 1,533
AdditionS.....ooooviiiiiceeee 137,781 194,912 43,034
Depreciation.......cccccvveevveveieeeeiiiieieeeeee (200) -- (360)
Sales of @SSetS. . - (233,541)

Net book value of asset identified for sale at year
...... $143,159 $ 5578 $ 44,207

Property net operating income, which is rents tgsrating expenses and real estate taxes for adsptdied for sale, are summarized for the
years ended December 31 in the following table {am®in thousands

2000 1999 1998

REVENUES.....oocveieieiiee e $31,059 $ 472 $15,217
Less -- Operating expenses and real estate taxes... ... 12,747 57 7,756
Property net operating income.......ccccccoceeeeee. L $18,312 $ 415 $7,461

9. CAPITAL GAINS AND LOSSES

In December 2000, the Trust sold a parking garaeg&21.3 million, resulting in a capital gain of@s1 million. In April 2000, the Trust sold
shopping mall for $80.1 million, resulting in a dapgain of $58.7 million. The Trust also recogetza capital gain of $1.2 million from its
joint venture interest in a shopping mall that wekl during 2000 and a net $.1 million from theesafl other asset

In February 1999, the Trust sold a shopping ceote$21.6 million, resulting in a capital gain a#$million. In May 1999, the Trust sold ei
apartment complexes for $86 million, resulting icamital gain of $8.7 million. Additionally, in Magnd June 1999, the Trust sold five
shopping malls and a strip shopping center for4%éllion, resulting in capital gains of $19 milioAdditionally, in 1999 the Trust sold two
office properties, a parking lot, and nine shoppimagls for $215.2 million, resulting in a capitaig of $.2 million.

In May 1998, the Trust sold its investment in thied beneath the Huntington Building in Clevelan#i, for $6.1 million, resulting in a capital
gain of $1.7 million. Additionally, an $18.8 milliomortgage investment secured by the Huntingtoitdiig was repaid in 1998, resulting in
the recognition of a $7.7 million capital gain wihiwas deferred when the building was sold in 1988esthe Trust received the mortgage
note as consideration. In June 1998, the Trustaéddward exchange agreement, resulting in a g&#8 million. The forward exchange
contract was purchased to protect the Trust framido currency fluctuations resulting from notesuisd in conjunction with the acquisitior
Impark. In December 1998, the Trust sold a landgdan Monroe, LA, resulting in a gain of $.1 milii.

10. EXTRAORDINARY LOSS FROM EARLY EXTINGUISHMENT OBEBT

In 2000, the Trust repaid a $10.6 million deferobtigation relating to the purchase of the Huntimggarage resulting in a prepayment
penalty of $3.1 million. Additionally, the Trustaegnized an extraordinary loss on extinguishmemtedft of $2.4 million related to the
shopping mall that was sold in April 2000 and an
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extraordinary loss on extinguishment of debt ofrfiiBion related to the parking garage that wasl $olDecember 2000.

In 1999, the Trust repaid $45.9 million in mortgatgdt prior to maturity resulting in a prepaymeenalty of $5.5 million. The mortgage debt
was repaid because it was cross-collateralized téhmortgages on six shopping malls which werd soDecember 1999.

In 1998, the Trust repaid approximately $87.5 miillof its 8 7/8% senior notes resulting in $1.6ioml of unamortized issue costs and
solicitation fees being expensed. Additionally, Thast renegotiated its bank credit agreement hederms of the $90 million note payable in
1998 resulting in $.8 million of deferred costsatet to the bank credit agreement and note papainhg expensed.

11. INVESTMENTS IN MORTGAGE LOANS AND NOTES RECEIMZLE

As of December 31, the Trust had the following stwéents in mortgage loans and notes receivableyarmin thousands):

CURRENT
RATE ON
INVESTMENT 2000 1999
Second mortgage loan secured by an apartment comple X in
Dayton, OH...occoovvieiiieiiie e 8.75% $ - $2,560
Note receivable secured by a management contract on an
apartment complex in Atlanta, GA, maturing in 200 8. 10% 1,468 1,666
Note receivable secured by Temple Mall Company..... ... 6% - 1,200

The market value of the remaining note receivabpproximately $1.2 million as of December 31,@0fased on current market conditions
and interest rates. This note was sold in MarcHL.208e mortgage loan was secured by the apartroemplex in Dayton, OH was repaid in
March 2000. The note receivable secured by Temlk ®bmpany was repaid in August 2000.

12. MORTGAGE LOANS PAYABLE AND DEFERRED OBLIGATION

As of December 31, 2000, the Trust had outstanfiirs8.8 million of mortgage loans due in installngeextending to the year 2018. Interest
rates on fixed rate mortgages range from 8.25%215P6 with $77.6 million of mortgage loans bearingrest based on LIBOR. The
weighted average interest rate of the variablemaiggages is 8.86% at December 31, 2000. At Deeeib 1999, the Trust had mortgage
loans of $71.1 million outstanding, bearing intétessed on LIBOR, at a weighted average interésta8.96%. Principal payments due
during the five years following December 31, 2088jch do not include the properties that were soldlarch 2001, are $.3 million, $.3
million, $.3 million, $.3 million and $.4 milliorrespectively.

A $37.5 million mortgage at 12.25% provides for kxeder to participate in the cash flow of the seduyroperty over predefined levels. This
property was sold in March 2001.

The fair value of mortgage loans payable is $1@@IBon at December 31, 2000, based on current etaz&nditions and interest rates.
13. SENIOR NOTES

The Trust has approximately $12.5 million of 8 7/8#nior Notes outstanding at December 31, 2000fdihgalue of the Senior Notes
approximates its carrying amount.

14. PREFERRED SHARES OF BENEFICIAL INTEREST

In October 1996, the Trust issued $57.5 milliorfBefies A cumulative convertible redeemable prefesteares of beneficial interest ("Series
A Preferred Shares"). The 2,300,000 Series A PreieBhares were issued at a par value of $25 pee simd were each convertible into 3.31
common shares of beneficial interest. In
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connection with the distribution of the Impark sgrthe Trust adjusted the conversion price opthéerred shares to 4.92 common shares of
beneficial interest for each preferred share. Tikgidutions on the Series A Preferred Shares aneutative and equal to the greater of $2.10
per share (equivalent to 8.4% of the liquidatioeference per annum) or the cash distributions ercéimmon shares of beneficial interest
which the Series A Preferred Shares are convelilgErmined on each of the quarterly distribupayment dates for the Series A Preferred
Shares). The Series A Preferred Shares are natmadde prior to October 29, 2001, and at no timkthey be redeemable for cash. On and
after October 29, 2001, the Series A Preferredeshare redeemable at the option of the Trust atdheersion rate of one Series A Preferred
Share for 4.92 common shares of beneficial intefidst Trust may exercise its option only if for 2@ding days within any period of 30
consecutive trading days, the closing price ofatiamon shares of beneficial interest on the Newk8iock Exchange equals or exceeds the
conversion price of $5.0824 per share of benefiniairest.

15. REPURCHASE OF SHARES

In June 2000, the Trust repurchased, in a privatesaction, an aggregate of 364,200 shares oéiiesSA cumulative redeemable preferred
shares of beneficial interest from three institudibinvestors at a purchase price of $21.25 peesifar an aggregate cash consideration of
$7,739,250. As a result of this transaction, tteeee984,800 shares of Series A cumulative redeenmbferred shares of beneficial interest
outstanding at December 31, 2000. The Trust amanmed its previously authorized common share réyase program and began to
repurchase shares of common stock in 2000. From 2802000 through December 31, 2000, the Trusirebjased 2,775,125 common shi
for an aggregate cash consideration of $7,430/884 result of these transactions, 39,696,604 camshares of beneficial interest were
outstanding at December 31, 2000.

16. NOTES PAYABLE

The Trust had $150 million in reverse repurchaseemgents outstanding at December 31, 2000 whichibegest at 6.6% per annum. The
reverse repos are secured by $200 million in Ur8adury Bills. In January 2001, the $150 millioménerse repos were repaid from the
proceeds of the U.S. Treasury Bills which maturedanuary 4, 2001.

17. SHARE OPTIONS
The Trust has the following share option planskiey personnel and Trustees.
1981 STOCK OPTION PLAN

This plan provided that option prices be at the f@rket value of the shares at the date of gnashtlaat option rights granted expire 10 years
after the date granted. Adopted in 1981, the ptagirally reserved 624,000 shares for the grantihipcentive and nonstatutory share
options. Subsequently, the shareholders approvetidments to the plan reserving an additional 2@gb@res, for a total of 824,000 shares,
for the granting of options and extending the eadiin date to December 31, 1996. The amendmentsadidffect previously issued options.
In June 1998, a change in the majority of the TsuBbard of Trustees resulted in all share optiwtpreviously vested to become fully
vested as of that date.

The activity of the plan is summarized for the weanded December 31 in the following table:

2000 WE IGHTED 1999 WEIGHTED 1998 WEIGHTED

SHARES AV ERAGE SHARES AVERAGE SHARES AVERAGE
Exercised..........ccccoeveennnnnn - -- 186,155 $8.51
Canceled...........ccccceeeeeeeennn. 22,500 $ 7.38 82,550 $10.61 317,281 8.22
Expired........ccoceeiiiiiiinnnns - - 7,280 17.07 16,120 17.43

As of December 31, 2000, there were no outstanaitipns under the 1981 plan.
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LONG-TERM INCENTIVE OWNERSHIP PLAN

This plan, adopted in 1994 and amended in 1998rved 1,629,785 shares for the granting of incerdivd nonstatutory share options and
restricted shares. In accordance with the origiteat, 9% of the shares of beneficial interest tesyfrom the conversion of preferred shares
in February 1998 and the January 1997 and June stg8@s of beneficial interest offerings were nesgrand added to the plan for grant. In
May 1999, the plan was amended with shareholdenogppand 1,357,037 shares of beneficial intereseweserved and added to the plan.
The share options expire eight to ten years a#térgogranted. The price of the options is the fadrket value of the shares at the date of gran
with the exception of the option grants in Novemb288 and May 1999. The stock options granted 88Mere granted at exercise prices
exceeding the market price per share. The optiantgtin May 1999 were at the equity price of tights offering. Additionally, the options
granted in 1998 and 1999 have a cost of capitaéifeavhereby the exercise price of the options widlease by 10%, compounded annually
and prorated monthly, beginning in May 2000 andanh November thereafter, less the amount of @eegtividends or other distributions to
shareholders. Because the 1998 and 1999 optiotsgaeandeemed to be variable, compensation expeétide recorded when the market
price of the shares of beneficial interest excekrdption price for these shares. As of Decemlief 399, the option price of the 1998 grants
did not exceed the market price of shares of beia¢interest. Consequently, no compensation ex@wm@s recorded for 1999. The option
price of the 1999 grants was less than the mariez pf shares of beneficial interest and compénsa@xpense of approximately $.7 million
was recorded in 1999. During 2000, the option poicthe 1999 grants exceeded the market priceareshof beneficial interest and income
$.7 million was recorded in 2000. In June 1998hange in the majority of the Trust's Board of Teestoccurred resulting in all stock options
vesting that had been granted prior to that date.dptions granted in 1998 were canceled in Ma@ti02

Since the inception of this plan and prior to thae)}1998 change in the majority of the Trust's BadrTrustees, restricted shares were issued
to key employees. The holders of restricted sharesived dividends and had voting rights but cawdtisell or transfer the shares until the
restrictions lapsed. In June 1998, a change imtjerity of the Trust's Board of Trustees occurredplting in all restrictions being removed
from the restricted shares that had been previausigted and a $4.2 million expense was recordethéoremaining deferred compensation
which had not been expensed as of that date. Refeompensation of $5 million was recorded in 1998ortization of the deferred
compensation of $.3 million was recognized in 1998.

The activity of this plan is summarized for the igeanded December 31 in the following table:

2000 WEIGHT ED 1999 WEIGHTED 1998 WEIGHTED
SHARES AVERAG E SHARES AVERAGE SHARES AVERAGE
Share options granted......... - - - 627,471 $3.69 1,800,000 $7.50
Share options canceled........ 1,822,334 $7.2 0 69,840 11.32 501,468 10.83
Share options exercised....... -- - - -- -- 168,382  7.10
Restricted shares granted..... -- - - 17,500 - 343,964
Restricted shares canceled.... - - - 5,000 -- 606,852
Shares purchased by
employees................... -- - - -- -- 18,499
Additional shares reserved.... - - - 1,357,037 - 282,941
Available share options and
restricted shares........... 2,879,725 - - 1,057,391 -- 270,485

As of December 31, 2000, this plan had the follgnuaptions outstanding:

OPTIONS OUTSTANDING OPTIONS EXERCISABLE
WEIGHTED
AVERAGE WEIG HTED WEIGHTED
YEAR RANGE OF REMAINING AVER AGE AVERAGE
OPTIONS NUMBER EXERCISE YEARS OF EXER CISE NUMBER EXERCISE
GRANTED OUTSTANDING PRICES OPTIONS PRI CE EXERCISABLE PRICE
1999 627,471(1) $ 3.14 - $ 3.14 627,471 $ 3.14

(1) These options expired on January 31, 2001.
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The Trust accounts for stock option awards in ad@oce with APB 25 and has adopted the disclosusepoovisions of SFAS 123,
"Accounting for Stock-Based Compensation." Consatijyecompensation cost has not been recognizethéogshare option plans except for
the options granted in May 1999 which have an ésengrice that is less than the year end per sharket price. If compensation expense
the Trust's two share option plans had been reddsdsed on the fair value at the grant date fordsvim 1999 and 1998, consistent with
SFAS 123, the Trust's net income would be adjuaseibllows (amounts in thousands, except per stete:

2000 1999 1998

Net income (loss) applicable to shares of beneficia

INEEIESt..iiiiieiie e $37,817 $(9,137) $(86,517)
Effect of stock options as calculated.............. .. (208) (1,481) (557)
Net income (loss) as adjusted.........cccoceeeeeee. L $37,609 $(10,618) $(87,074)
Per share

Basic:

Netincome (I0SS).....ccoovevvveevvveeviieeeees $ 92 $ (24) $ (2.81)

Effect of stock options as calculated............. ... -- (.04) (.02)

Net income (loss), as adjusted.......c.cccoeeee. L $ 92 $ (28) $ (2.83)

Diluted:

Netincome (I0SS)....cccooeevivemveiiciaaeee $ 85 $ (24) $ (2.81)

Effect of stock options as calculated............ . ... - (.04) (.02)

Net income (loss), as adjusted..........ccoo.... . L. $ 85 $ (28) $ (2.83)

The fair value of each option grant is estimatedhendate of the grant using the Black-Scholesooptricing model, with the following
weighted average assumptions used for grants it 488 1998. No options were issued in 2000.

1999 1998
Risk-free interestrate......cccccoovvveeevvceeeee. L 5% 5%
Expected option life 8yrs. 10yrs.
Expected volatility............coovevvcvvveeeee. 20% 32%
Expected dividend yield.........ccccccceeeeeeees L 3% 3.5%

TRUSTEE SHARE OPTION PLAN

In 1999, the shareholders approved a share opléanfor members of the Board of Trustees. This plavides compensation in the form of
common shares of beneficial interest and optioractpire common shares for Trustees who are nologegs of First Union and who are |
affiliated with Apollo Real Estate Advisors or Gath Partners. A total of 500,000 shares of benéfitiarest are available under this plan.

The eligible Trustees serving on the Board in M99 were granted the lesser of 2,500 shares orutmber of shares having a market price
of $12,500 as of the grant date. Seven Trustedsreaeived 2,500 shares; two Trustees later redign£999 and forfeited their shares. The
remaining shares vested and became non-forfeitalidecember 2000. Deferred compensation, net eféitures, of approximately $57,000,
was recorded in 1999 and $8,000 and $49,000 weoginized as amortization expense in 2000 and I@8pectively.

Each eligible Trustee who invests a minimum of $8,0h shares in a Service Year, as defined in ke, pvill receive options, commencing
the year 2000, to purchase four times the numbsehaies that he has purchased. Shares purchaseckss of $25,000 in a Service Year will
not be taken into account for option grants. Thgoopprices will be the greater of fair market valon the date of grant or $6.50 for half of
options, and the greater of fair market value ab@8or the other half of the options. The optigitgs will be
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increased by 10% per annum beginning May 2000 acdedsed by dividend distributions made after Ndxemi998. The options vest and
become exercisable one year after being granted.

At December 31, 2000, 28,000 options had beendstuthe trustees. The 28,000 outstanding optibleaember 31, 2000 were exercisa
had a weighted average exercise price of $6.52Adiv& year remaining life. No options were outsliag at December 31, 1999. The SFAS
123 impact of these options was immaterial.

18. SHAREHOLDER RIGHTS PLAN

In March 1990, the Board of Trustees declared aldihd consisting of one right to purchase one sbibeneficial interest of the Trust with
respect to each share of beneficial interest. igig#s were exercisable only if a person or grouguaed 15% or more of the outstanding
shares of beneficial interest, made a tender &dfeat least 15% of the outstanding shares of beiaéfnterest or was declared to be an
"adverse person." The Board of Trustees amendepldinein 1999 for specific shareholders to acqsirares of beneficial interest exceeding
the 15% threshold. The shareholder rights planregmn March 30, 2000 and the plan terminated.

19. FEDERAL INCOME TAXES

The Trust has made no provision for regular curoerteferred federal and state income taxes obdbes that it qualifies under the Internal
Revenue Code (the "Code") as a real estate investnust ("REIT") and has distributed its taxaliieame to shareholders. The Trust,
however, has accrued for approximately $.2 milbéfederal minimum taxes. Qualification as a REiValves the application of highly
technical and complex provisions of the Code, fbrclv there are only limited judicial or administvat interpretations. The complexity of
these provisions is greater in the case of a ldpET such as the Trust. The Trust's ability talfy as a REIT may be dependent upon its
continued exemption from the anti-stapling ruleshaf Code, which, if they were to apply, might mewithe Trust from qualifying as a REIT.
Qualification as a REIT also involves the deterrioraof various factual matters and circumstanBesqualification of REIT status during
any of the preceding five calendar years would e&REIT to incur corporate tax with respect teanthat is still open to adjustment by the
Internal Revenue Service. In addition, unless legtito relief under certain statutory provision®BIT also would be disqualified from
reelecting REIT status for the four taxable yeatt®iving the year during which qualification is tos

The Trust and Company treat certain items of incame expense differently in determining net incoemorted for financial and tax
purposes. Such items resulted in a net increasedme for tax reporting purposes of approxima#l.8 million in 2000, a net decrease of
$1.8 million in 1999, and a net increase in incdoreax reporting purposes of $72.0 million for B9The Trust and the Company do not file
consolidated tax returns.

As of December 31, 2000, net investments in rdatesfter accumulated depreciation for tax repgrfiurposes was approximately $246
million as compared to $205 million for financiajporting purposes.

The 2000 quarterly allocation of dividends per camnrshare of beneficial interest for individual sifaslders' income tax purposes was as
follows:

CAPITAL GAINS

UNRECAPTURED
SECTION
OR DINARY 1250 GAIN TOTAL
DATES PAID DI VIDENDS 20% RATE (25% RATE) DIVIDENDS PAID
March 27, 2000.........ccccoocveiriiieninnn. $.091 $.691 $.187 $.969
April 28, 2000.........ccceviiiiiiienn, .014 111 .030 155
$.105 $.802 $.217 $1.124
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The 2000 quarterly allocation of cash dividendspreferred share of beneficial interest for indiuatishareholders' income tax purposes was
as follows:

CAPITAL GAINS

UNRECAPTURED
SECTION
OR DINARY 1250 GAIN TOTAL

DATES PAID DI VIDENDS 20% RATE (25% RATE) DIVIDENDS PAID
April 28, 2000........cccceeviiiiriieie, $.049 $.375 $.101 $.525

July 31, 2000.......ccccccviiiiiiiiinen, .049 .375 101 .525

October 31, 2000.........cccccecvvriinirennnn. .049 .375 101 .525

January 31, 2001.........cccceeiiiiiinnnns .049 .375 .101 .525

$.196  $1.500 $.404 $2.100

The 1999 quarterly allocation of cash dividendsquanmon share of beneficial interest for individslahreholders' income tax purposes was
as follows:

20%
RATE CAPITAL ORDINARY TOTAL
DATES PAID GAINS INCOME  PAID
October 29, 1999......ccccviiviiiiiiieiiieeees $.155 $-- $.155
January 28, 2000.......ccccovimieiiiienaaaeaeeee 155 -- 155

The 1999 quarterly allocation of cash dividendspreferred share of beneficial interest for indiuatishareholders' income tax purposes was
as follows:

20%
RATE CAPITAL ORDINARY TOTAL

DATES PAID GAINS INCOME  PAID
February 1, 1999......cccccoovviviveiiieecceeee $.525 $-- $.525

April 30,1999, .525 - .525

July 31,1999 .525 - .525

October 29, 1999......ccccviiviiiiiiieiieeeees .525 - .525

January 28, 2000......cccccuvviviieieeeeeieeeeeeee 525 -- 525

20. LEGAL CONTINGENCY

The Trust has pursued legal action against the $faCalifornia associated with the 1986 flood aft€r Buttes Center, formerly Peach Tree
Center. In September 1991, the court ruled in fafdhe Trust on the liability portion of this inse condemnation suit, which the State of
California appealed. However, in the third quaaet999, the 1991 ruling in favor of the Trust wasersed by the State of California appeals
court which remanded the case to the trial courfuiher proceedings. Accordingly, in 1999, thei§trexpensed $1.2 million in deferred le
fees which the earlier court ruling in favor of fheist had allowed for recovery. A retrial is cuntlg in process.

Two purported class action lawsuits were filed agiihe Trust, its trustees and certain formetérss Radiant Investors, LLC and its
principals in connection with the sale of assetRa&diant Investors, LLC. The Trust believes thaseslits are without merit and will have no
negative impact to the Trust.

21. BUSINESS SEGMENTS

At December 31, 2000, the Trust's and Company®éss segments included ownership of shopping cera#fice buildings, parking
facilities, mortgage investments and parking aaddit ticket equipment
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manufacturing. Management evaluates performancedhgson net operating income which is income bedereciation, amortization,
interest and non-operating items. The apartmerifgliorwas sold in May 1999 and during 1999, thesirsold 16 shopping centers, two
office facilities and a parking lot. Impark and fheust's Canadian parking facilities are showniasahtinued operations because they were
spun off to the Trust's shareholders in March 2@@ing the year ended December 31, 2000, the Baldtone shopping mall and one
parking garage. Property net operating incomeapgnty rent and sales revenue less property opgratipense, cost of goods sold and real
estate taxes. Corporate interest expense consists drust's senior notes and borrowings collditezd by U.S. Treasury Bills. Corporate
depreciation and amortization consist primarilythef amortization of deferred issue costs on nootnee debt and the leasehold
improvements for its former corporate office. Cagie assets consist primarily of cash and castvalgmits and deferred issue costs for non-
recourse debt and senior notes. All intercompaanysiictions between segments have been eliminated.

BUSINESS SEGMENTS

2000 1999 1998

RENTS AND SALES
Shopping Centers........coceevvveeeiveevcneees $25,922 $79,412 $97,584

APartmMentS.....cccoeevviiiviiiiiieeeeeee - 6,079 17,056
Office Buildings..... - 12,966 12,715 13,275
Parking Facilities........cccocccvveveveeee. L 10,470 10,506 9,931
Ventek............... . 5,556 6,643 5,170
(0] 5 oo} = 11O 245 1,127 1,112

55,159 116,482 144,128
LESS -- OPERATING EXPENSES AND COSTS OF GOODS SOLD

Shopping Centers......ccoocevvvieeeeniceees 8,304 26,475 32,433
Apartments........... P - 2,349 6,182
Office Buildings - 5,695 5,745 6,069
Parking Facilities........cccoccvveveveeee. L 418 808 2,022
VenteK...ooovviiiiiiiiciiiieiieeeee 8,156 8,670 7,008
(0] 1 oo} = 11 OO 31 847 912

22,604 44,894 54,626
LESS -- REAL ESTATE TAXES

Shopping Centers......ccoocevvvveeeencceees 2,004 6,608 8,918
Apartments........... T - 339 975

Office BUIldINGS.....vvvvveiiiiieeeeeiiieieeeeeee L 1,187 1,126 992
Parking Facilities.......cccoocvvevvvceeennee L 2,157 1,864 1,568

5,348 9,937 12,453
PROPERTY NET OPERATING INCOME (LOSS)

Shopping Centers......ccoocevvvveeeenicees 15,614 46,329 56,233
APartmentS.....ccccveveeveiiiiieieeee - 3,391 9,899
Office Buildings..... - 6,084 5,844 6,214
Parking Facilities........cccoccceveveeeeee. L 7,895 7,834 6,341
Ventek............... . (2,600) (2,027) (1,838)
(0] 5 oo = 11 PP 214 280 200
27,207 61,651 77,049
Less -- Depreciation and Amortization............ ... 12,580 25,331 27,603
Less -- Interest EXpense.........cccccvvvvvveeeee L. 26,004 38,442 48,197
Mortgage Investment Income..........oovevvveeeeee. L 229 463 1,211
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2000 1999 1998

CORPORATE INCOME (EXPENSE)

Short-term investment income..........ccoooeeeee. L 11,091 2,649 1,337
Dividends.............cooceivivininnens L 788 --

Other income (EXPeNnSe)....ccccceeeeveveeveecceeee 2) 1,180 1,386

General and administrative.........ccccccoeeeeee.. L (11,361) (14,664) (28,104)
Litigation and proxy COStS.......ccccoevveeeeeee L - - (4,848)

Loss on carrying value of real estate and impaire d

.............................................. (19,150)  (9,800) (36,000)
...................... ~  (6,836) (27,696)

Loss before Capital Gain and Extraordinary Loss....

...... $(29,782) $(29,130) $(91,465)

CAPITAL EXPENDITURES

Shopping Centers......ccccovevceeiiceeascneaee $ 2,608 $ 6,497 $12,585
Apartments........... . 262 2,081

Office BUildingS.....c.coccovvvevvvenieeneeee 7,889 3,337 8,045
Parking Facilities...

............ 438 1,392 392
VeNEK. oo 45 - -
$10,980 $11,488 $23,103
IDENTIFIABLE ASSETS
Shopping Centers......ccccoeevceevicieascneaee $115,587 $154,202 $471,996
APartmentS.....ccccvvvveveiiiiieieeee - - 79,011
Office Buildings..... - 43,481 40,782 45,404
Parking Facilities.......ccccocccvveveeeeee. L 58,505 69,065 72,434
MOMQAgES. ...vvviiiiiiiiieeee e 1,468 5,426 5,508
Ventek

................................................. 5,284 5,247 4,476

(0] g o] = 1= 238,273 163,323 35,916
Net assets of Discontinued Operations............ . ... - 64,747 27,878

TOTAL ASSETS....cooiiiiiiiiiiiiiiieeiee $462,598 $502,792 $742,623

22. MINIMUM RENTS

The future minimum lease payments that are schddalbe received under noncancellable operatirgekeare as follows (amounts in
thousands):

The future minimum lease payments include only tmanths of lease payments for the properties that weld in March 2001.

23. RELATED PARTY TRANSACTIONS

The Trust engaged a law firm that has a partnerigloTrustee, to advise it on strategic matteganging Impark. As of December 31, 2000
and 1999, approximately $.4 million and $.3 milliead been paid to this firm, respectively.
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The Trust leased four of its parking facilitiesat¢hird party which is partially owned by an atitk of a Trust shareholder, Apollo Real Estate
Investment Fund Il, L.P. and Apollo Real Estate i&dvs. In 2000 and 1999, the Trust received apprateély $4 million in rent from this
third party.

The Trust and Company paid fees of $.2 million ngithe period August 18, 2000 through DecembefBQ0 to the Real Estate Systems
Implementation Group, LLC for financial reportingdaadvisory services. The managing member of thisdssumed the position of interim
Chief Financial Officer for this period and is cemtly serving in that capacity.

In connection with a $90.0 million note payables Trust paid interest and fees of $1.2 million wtl&m Partners, L.P. and Gotham Partners
I, L.P. ("Gotham") during 1999. Additionally, tHErust paid $1.8 million to Gotham for a stand-lmymnitment fee in connection with the
May 1999 share rights offering which raised $46illion in net proceeds.

In 1999, the Trust engaged Ackman-Ziff Real Es@teup LLC ("Ackman-Ziff") to arrange for mortgag@dncing on several properties of
the Trust. Lawrence D. Ackman, who is the fathewilfiam A. Ackman, Chairman of the Trust, is aruég owner of Ackman-Ziff. In 2000
and 1999, fees of $100,000 million and $600,000anilvere paid to Ackman-Ziff, respectively.

During 2000, the Trust entered into an asset manageagreement with Radiant Partners, LLC whiahwiaed and controlled by former
employees of the Trust. The Trust paid fees oidilBon during 2000, in connection with the assetmagement agreement.

During 2000, the Trust entered into two sales @mtsr (the "Contract”) for a significant asset $alRadiant Investors, LLC ("Radiant") an
affiliate of Radiant Partners, LLC. The Contractsvgaibsequently transferred to Radiant VenturesG.L The asset sale occurred in March
2001.

24. SEVERANCE ACCRUAL

During 2000, the Trust recorded $2.3 million ine@nce expense as a result of the termination pfament of Messrs. Friedman and
Schonberger and Ms. Zahner, and $.2 million in sewee expense as a result of the termination othan executive. During 1999, the Trust
recorded $2.2 million in severance expense which pead during the first half of 2000. The severaexgense of $2.2 million was the result
of staff reductions made in 1999 and for employels were notified their employment with the Trusiudd be terminated in the first half of
2000 due to the closing of the Cleveland, OH headgts. During 1998, the Trust recorded $3.7 nmiliio severance expense for change in
control agreements and compensation arrangemeantsritinuation of employment. The Trust recognieestinuation of employment
expense over the period that employees are requineinain in employment of the Trust. The sevesaaurrual for the years ended
December 31, 2000, 1999 and 1998 was as followsyats in thousands):

2000 1999 1998

Beginning balance..........ccccocovvvevvveveveees $1,231 $2,742 %
EXPENSE...oviiiiiiiiiiiiii e 2,521 2,219 3,742
PaymentS.....cccooveeeiiiiiieee (3,752) (3,730) (1,000)
BalanCe......cooviiiiiiiiiiieeeeeeee $ - 1,231 $2,742

25. CONTINGENCIES

The Trust has provided performance guarantees©éomtanufacturing, installation and maintenanceasfdit ticket vending equipment. The
guarantees of $5.3 million and $6.2 million expikeer the next two to three years based upon theledion dates to be determined under the
terms of the contracts. As of December 31, 200Gmounts have been drawn against these guarantees.

In January 2000, the Trust received $2.5 millimnfrthe Richmond Redevelopment and Housing Authdgtfity "Authority") to expand the
Trust's garage located in Richmond, Virginia. B firust is unable to successfully complete thevation or does not continue to provide an
easement for a period of 84 years, all or a
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portion of the $2.5 million must be returned to fhehority. The receipt of the $2.5 million, netafnstruction costs incurred to date, has
been recorded as a deferred item at December 80, ZBis property and the liabilities associatethvtiwere among those that were sold in
March 2001.

26. SUBSEQUENT EVENTS

At December 31, 2000, the Trust had investmentan$100 million U.S. Treasury Bills (yield to maity of 6.15% and 5.89%, respective
due on January 4, 2001. On January 4, 2001 the Uises the proceeds of the U.S. Treasury Billepay $150,000,000 of reverse repurct
agreements outstanding (current rate of 6.60%Yeuiicvested $50,000,000 in U.S. Treasury Bills.

In February 2001, the Trust, in accordance witlhii@ipase agreement, amended the mortgage loan diotheValley Tech Center property
which increased the current principal balance b $6illion to $22.5 million. In connection with ttenendment, the interest rate on this
mortgage was increased from LIBOR plus 2.95% toQBplus 3.25% per annum.. The maturity date is 2082. The North Valley Tech
Center property was sold in March 2001.

In March 2001, the Trust sold two shopping centepegrties, four office properties, five parking ages, one parking lot, a $1.5 million note
receivable secured by a mortgage on a non-ownathagrat property and certain assets used in theatipas of the properties for an
aggregate sales price before adjustments and glossts of approximately $205 million. The Truspests to recognize a gain of
approximately $30 million from the sale during fivst quarter of 2001. The properties were sol®é&dliant Ventures I, LLC, an affiliate of
Radiant Partners, LLC, an asset management firnpaeed of former employees of the New York offidetee Trust. Radiant is currently
providing asset management services to the Tmestiaining assets.

In connection with the sale, the Trust provided iRada four-month bridge loan, which may be extehfie an additional two months. The
loan in the amount of $7.0 million bears interegst % per annum and is secured by cross-collatefirst mortgages on two properties.
Payments of interest only are payable in monthdyaithments commencing April 1, 2001 through anduding July 1, 2001. The loan may be
extended by the borrower through September 1, 20@h interest rate of 15% per annum at which ihprincipal and accrued interest must
be paid. Prepayment of the loan is permitted witlp@malty only by payment of the entire principaldnce and accrued interest at time of
prepayment or based upon specified release tesgfaed.

After the sale, the Trust's remaining real estabpgrties consist of a shopping mall in Little Rpskkansas and an office building in
Indianapolis, Indiana.

27. QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The following is an unaudited condensed summaith@®icombined results of operations by quarteriferyears ended December 31, 200C
1999. In the opinion of the Trust and Companyad]justments (consisting of normal recurring ac&uaécessary to present fairly such
interim combined results in conformity with genéralccepted accounting principles have been indude

Impark and the Trust's Canadian real estate hasme tlassified as discontinued operations for 20@D1®99.
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The first three quarters of 2000 have been restt&ecember 31, 2000 primarily to reflect a phgisioventory adjustment and previously
unrecorded liabilities at the Trust's manufactufagjlity.

QUARTERS ENDED

RES TATED RESTATED RESTATED

MAR CH31 JUNE30 SEPTEMBER 30 DECEMBER 31

(IN THOUSANDS, EXCEPT PER SHARE DATA AND FOOTNOTES)
2000
Revenues..........cocceciviiiniiiienn, $17 ,398  $16,091 $16,276 $17,500

(Loss) income before preferred dividend and
extraordinary loss from early

extinguishment of debt.................. $(4 ,689) $56,207 $(1,096) $(4,090)
Extraordinary loss from early extinguishment

of debt......cccoovviiiiiiis 3 ,092)  (2,367) - (606)
Net (loss) income before preferred

dividend.........ccccovviiiiiienenn $(7 ,781) $53,840 $(1,096) $(4,696)
Net (loss) income applicable to shares of

beneficial interest..........cccccce.. $(8 ,489) $53,132(1) $(1,613) $(5,213)(2)
Comprehensive net (loss) income............. $(8 ,489) $53,132 $(1,613) $(5,213)
Per share

(Loss) income applicable to shares of
beneficial interest before extraordinary

loss, basiC.......cccevviieiiieiee $( 0.13) $ 1.33 $(0.04) $(0.11)
Extraordinary loss from early extinguishment
of debt, basic..........ccccooveeienne ( 0.07) (0.06) - (0.01)

beneficial interest, basic................ $( 0.20) $ 1.27 $(0.04) $(0.12)

(Loss) income applicable to shares of
beneficial interest before extraordinary

loss, diluted..........ccoceviirnennn. $( 0.13) $ 1.15 $(0.04) $(0.11)
Extraordinary loss from early extinguishment
of debt, diluted...........cccovreneenn. ( 0.07) (0.05) - (0.01)

Net (loss) income applicable to shares of

beneficial interest, diluted $( 0.20) $ 1.10 $(0.04) $(0.12)
As previously reported:
Net (loss) income previously disclosed...... $(7 ,689) $53,932 $ (913)

Physical inventory adjustment and

unrecorded liabilities................. (800) (800) (700)

Net (loss) income as restated............... $(8 ,489) $53,132 $(1,613)
Net (loss) income per share as previously

disclosed, basic............ccoueeeunnen. $( 0.18) $ 1.29 $(0.02)
Net (loss) per share as restated, basic..... $( 0.20) $ 1.27 $(0.04)
Net (loss) income per share as previously

disclosed, diluted........................ $( 0.18) $ 1.11 $(0.02)
Net (loss) income per share as restated,

diluted........coovvviiiiiiieee $( 0.20) $ 1.10 $ (0.04)

(1) Includes a capital gain of $58.7 million frolretsale of Crossroads Mall.

(2) Includes a capital gain of $16.1 million frohretsale of the Huntington Garage and a $19.2 milbss on the carrying value of assets
identified for disposition.
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QUARTERS ENDED

MARC H 31 JUNE 30 SEPTEMBER 30 DECEMBER 31

(IN THOUSANDS, EXCEPT PER SHARE DATA AND FOOTNOTES)
1999
REVENUES........cccvvveeiieeiieeciie s $34, 694 $30,891 $25,863 $ 29,326

(Loss) income before preferred dividend,
extraordinary loss from early
extinguishment of debt and loss from

discontinued operations................ $(3, 099) $15,726 $(1,401) $(5,186)
Extraordinary loss from early

extinguishment of debt................. -- -- - (5,508)
(Loss) income from discontinued

Operations.........ccceeevveeeeennnes (1, 793) 184 (154) (5,073)
Net (loss) income before preferred

dividend........ccccevvieerinennne. $(4, 892) $15,910 $(1,555)  $(15,767)
Net (loss) income applicable to shares of

beneficial interest.................... $(5, 600) $15,202(1)(2) $(2,263) $(16,476)(3)
Comprehensive net (loss) income........... $(5, 461) $15,194 $(2,233)  $(14,520)

Per share

(Loss) income applicable to shares of
beneficial interest before
extraordinary loss and loss from

discontinued operations................ $(0 .12) $ 0.40 $(0.05) $ (0.14)
Extraordinary loss from early
extinguishment of debt............... -- -- - (0.13)
Loss from discontinued operations......... (0] .06) - - (0.12)

Net (loss) income applicable to shares of
beneficial interest, basic and
diluted......cocooiiiiiiiei $ (0 .18) $ 0.40 $(0.05) $ (0.39)

(1) Included capital gains of $8.7 million for thale of eight apartment complexes and $19.0 mifliwrihe sale of seven shopping malls.
(2) Includes a $9.8 million loss on the carryinduesof assets identified for disposition.

(3) Includes an accrual of $5.1 million for profiessl fees, the operating loss for the discontinogeration for the first quarter of 2000 and
the recognition of foreign currency losses fromdisontinued operations. Also includes a $5.5iamlpenalty from the prepayment of a
mortgage loan and $1.8 million of asset write-downd/entek.
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To The Securityholders And Trustees Of
First Union Real Estate Equity and Mortgage Investts:

We have audited the accompanying consolidated balsineets of First Union Real Estate Equity andtdégye Investments (an
unincorporated Ohio business trust, also knowniigs Bnion Real Estate Investments) and First Ulitanagement, Inc. (a Delaware
corporation) and its subsidiaries as of DecembeB8@0 and 1999, and the related combined statsnoéiperations, comprehensive inco
shareholders' equity and cash flows for each oftttee years in the period ended December 31, Z0@#ke financial statements are the
responsibility of management. Our responsibilityoi®xpress an opinion on these financial statesngaged on our audits. We did not audit
the financial statements of Imperial Parking Lirdifer the year ended December 31, 1999, whichrattés reflect total assets and total
revenues of approximately 12 percent and approein&9 percent of the related consolidated tofEt@se statements were audited by other
auditors whose report has been furnished to uspandpinion, insofar as it relates to the amoumtkided for those entities, is based solely
on the report of the other auditors.

We conducted our audits in accordance with audi&tagdards generally accepted in the United Statesse standards require that we plan
and perform the audit to obtain reasonable assarabout whether the financial statements are fregaterial misstatement. An audit
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarsteements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asairgj the overall financial statement
presentation. We believe that our audits and thertef the other auditors provide a reasonabléstfas our opinion.

In our opinion, based on our audits and the reploother auditors for 1999, the financial staterseeferred to above present fairly, in all
material respects, the combined financial positibRirst Union Real Estate Equity and Mortgage Biweents and First Union Management,
Inc. and its subsidiaries as of December 31, 20@01899, and the results of their operations aai tash flows for each of the three year
the period ended December 31, 2000, in conformitly accounting principles generally accepted inlnéted States.

Cleveland, Ohio, Arthur Andersen LLP March 7, 2001.
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
First Union Management, Inc.

We have audited the combined balance sheet ofu# Parking Business as at December 31, 1999 amdetlated combined statements of
operations, owner's deficiency and cash flowsHerytear ended December 31, 1999 (not presentedaselganerein). These financial
statements are the responsibility of the managewnfahe Business. Our responsibility is to expr@s®pinion on these financial statements
based on our audits.

We conducted our audits in accordance with UnitedeS generally accepted auditing standards. T$taselards require that we plan and
perform the audit to obtain reasonable assurancetathether the financial statements are free dérra misstatement. An audit includes
examining, on a test basis, evidence supportingutheunts and disclosures in the financial statesaét audit also includes assessing the
accounting principles used and significant estimatade by management, as well as evaluating thralbfieancial statement presentation.
We believe that our audits provide a reasonablestf@sour opinion.

In our opinion, the combined financial statemeetenred to above present fairly, in all materiapects, the financial position of the FUMI
Parking Business as at December 31, 1999 and sh#g®f its operations and its cash flows forytbar ended December 31, 1999 in
accordance with generally accepted accounting iptegin the United States.

/ s/ KPMG LLP
Chartered Accountants

Vancouver, Canada
February 4, 2000
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN TS ON ACCOUNTING AND FINANCIAL DISCLOSURE.
None.
PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT.
(a) DIRECTORS.
"Election of Trustees" presented in the registsa2@01 Proxy Statement to be filed is incorpordtecin by reference.
(b) EXECUTIVE OFFICERS.
"Executive Officers" as presented in the registsa®®01 Proxy Statement to be filed is incorpordtextin by reference.
ITEM 11. EXECUTIVE COMPENSATION.

"Compensation of Trustees" and "Executive Compémsatpresented in the registrant's 2001 Proxyeatent to be filed are incorporated
herein by reference.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT.

"Security Ownership of Trustees, Officers and Géh@resented in the registrant's 2001 Proxy Statetoebe filed is incorporated herein by
reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS.

"Certain Transactions and Relationships" preseintéioe registrant's 2001 Proxy Statement to be fsencorporated herein by reference.
PART IV

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K.

(a) FINANCIAL STATEMENTS AND FINANCIAL STATEMENT SGIEDULES.

(1) FINANCIAL STATEMENTS:

Combined Balance Sheets -- December 31, 2000 an®3%n page 31 of Item 8.

Combined Statements of Operations -- For the YEaded December 31, 2000, 1999 and 1998 on pagél&2ro8.

Combined Statements of Comprehensive Income (Le$3)r the Years Ended December 31, 2000, 1999868 on page 32 of Item 8.

Combined Statements of Shareholders' Equity -tf@iYears Ended December 31, 2000, 1999 and 1998@gn 33 of Item 8.

Combined Statements of Cash Flows -- For the Yeaded December 31, 2000, 1999 and 1998 on pagél&ho8.

Notes to Combined Financial Statements on pagéisr8agh 53 of ltem €

Reports of Independent Public Accountants on pdgii®ugh 55 of Item 8.

56



(2) FINANCIAL STATEMENT SCHEDULES:
Report of Independent Public Accountants on Finaneil Statement Schedules.
Schedule Il -- Real Estate and Accumulated Depreation.
Schedule IV -- Mortgage Loans on Real Estate and Nes Receivable.
All Schedules, other than 11l and 1V, are omitted,the information is not required or is otherwigaished.

57



(b) EXHIBITS.

EXHIBIT
NUMBER DESCRIPTION

3)(a) By-laws of registrant as amended.......

(3)(b) Amended and restated Declaration of Tru
registrant as amended as of November 16

(3)(c) Certificate of Amendment to Amended and
Declaration of Trust as of March 6, 200

@) (a) Form of certificate for Shares of Benef
Interest.........ooovveviiiiiiieens

4)(b) Form of Indenture governing Debt Securi
dated October 1, 1993 between registran
Society National Bank..................

4)(c) First Supplemental Indenture governing
securities, dated July 31, 1998 between
registrant and Chase Manhattan Trust Co
National Association*..................

(4)(d) Form of NOte.......cvvveeeriiineenne

4)(e) Rights Agreement between registrant and
City Bank dated March 7, 1990..........

(4)(f)  Certificate of Designations relating to
registrant's Series A Cumulative Redeem
Preferred Shares of Beneficial Interest

(4)(g)  Warrant to purchase 500,000 shares of b
interest of registrant.................

(10)(@) 1999 Trustee Share Option Plan.........

(10)(b) 1999 Long Term Incentive Performance PI

(10)(c) Shareholders Agreement dated April 17,
between 504308 N.B., Inc. First Union M
Inc. and the individuals listed on Sche

(10)(d) Assignment dated March 27, 1997 between
Union Real Estate Equity and Mortgage |
and First Union Management, Inc........

(10)(e) Registration Rights Agreement 1999 Form
dated as of November 1, 1999 by and amo
Union Equity and Mortgage Investments a
Partners, L.P., Gotham Partners I, L.
Gotham Partners International, Ltd.....

INCORPORATED HEREIN BY
REFERENCE TO

st of
,1999.... 1999 10-K

Restated

1*.......

icial

.......... Registration Statement on Form S-3
No. 33-2818

ties,

tand

.......... Registration Statement on Form S-3
No. 33-68002

Debt

mpany,

.......... Registration Statement on Form S-3
No. 33-68002

National

.......... Form 8-A dated March 30, 1990 No.
0-18411

able

.......... Form 8-K dated October 24, 1996

eneficial

.......... 1998 10-K

.......... 1999 Proxy Statement for Special
Meeting held May 17, 1999 in lieu
of Annual Meeting

an........ 1999 Proxy Statement for Special
Meeting held May 17, 1999 in lieu
of Annual Meeting

1997

anagement,

dule A.... March 31, 1997 Form 10-Q

First
nvestments
.......... March 31, 1997 Form 10-Q

10-K

ng First

nd Gotham

P., and

.......... 1999 Form 10-K



EXHIBIT
NUMBER

(10)(M
(10)(9)
(10)(h)
(10)(0)

DESCRIPTION

Employment contract for Daniel P. Fried
Employment contract for Anne N. Zahner*
Employment contract for David Schonberg

Amendment to Employment Agreement execu
27, 2000 with Daniel P. Friedman**.....
(10)(j)) Amendment to Employment Agreement execu
27, 2000 with David Schonberger**......
(10)(k) Amendment to Employment Agreement execu
27, 2000 with Anne Nelson Zahner**.....
(10)(I) Asset Management Agreement executed Mar
2000 with Radiant Partners, LLC.**.....
(10)(m) Second Amendment to Employment Agreemen
of May 12, 2000 with Anne Zahner**.....
(10)(n)  Promissory note dated April 20, 2000 be
Plaza Mall, LLC and First Union Nationa
(10)(0) Mortgage and Security Agreement dated A
2000 between Park Plaza Mall, LLC and F
National Bank..............cccccuuee.
(10)(p) Cash Management Agreement dated April 2
among Park Plaza Mall, LLC, as borrower
Heymann of Arkansas, Inc., as manager a
Union National Bank, as holder.........
(10)(q) Amendment to Asset Management Agreement
May 31, 2000 with Radiant Partners, LLC
(10)(r) Contract of Sale dated September 15, 20
the Registrant and Radiant.............
(10)(s) Contract of Sale (Long Street Property)
September 15, 2000 between the Registra
Radiant.........cccoooeieieiiiinnenn.
(10)(t) Letter regarding purchase of Long Stree
PrOPErtY....coevevririieeieiiieeennes
(10)(u)  Voting Agreement dated September 15, 20
Radiant and Apollo Real Estate Investme
11, L.P. with respect to voting of comm
of the Registrant......................
(10)(v)  Voting Agreement dated September 15, 20
Radiant and Gotham Partners Management
with respect to voting of common shares
Registrant..........cccccoeiiieeenne
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INCORPORATED HEREIN BY
REFERENCE TO

ers...... 1998 Form 10-K

ted March
.......... March 31, 2000 Form 10-Q

ted March
.......... March 31, 2000 Form 10-Q

ted March
.......... March 31, 2000 Form 10-Q

.......... March 31, 2000 Form 10-Q

t dated as
.......... March 31, 2000 Form 10-Q

tween Park
| Bank.... Form 8-K dated May 11, 2000

pril 20,
irst Union
.......... Form 8-K dated May 11, 2000

0, 2000

, Landau &

nd First

.......... Form 8-K dated May 11, 2000

executed
EE e Form 8-K dated June 6, 2000

00 between
.......... Form 8-K dated September 26, 2000

.......... Form 8-K dated September 26, 2000

.......... Form 8-K dated September 26, 2000

00 between

nt Fund

on shares

.......... Form 8-K dated September 26, 2000

00 between

Co. LLC

of the

.......... Form 8-K dated September 26, 2000



EXHIBIT
NUMBER DESCRIPTION

(10)(w) Letter Agreement dated September 19, 20
Radiant and Magten Asset Management Cor
respect to voting of common shares of t
Registrant............cccccvvvveeennns

(10)(x) Amendment to Asset Management Agreement

(10)(y) Second Amendment to Asset Management
Agreement**........cccccciiiiiiinnne

(10)(z) Third Amendment to Asset Management
Agreement*™.........cccceeiienieeeenens

(10)(aa) Fourth Amendment to Asset Management
Agreement*™.........cccceeiienieeeenens

(10)(bb)  Fifth Amendment to Asset Management
Agreement**.........ccccceiiiiiiinnne

(10)(cc) First Amendment to Contract of Sale....
(10)(dd) Second Amendment to Contract of Sale...

(10)(ee) Third Amendment to Contract of Sale....
(10)(ff) Fourth Amendment to Contract of Sale...
(10)(gg) Fifth Amendment to Contract of Sale....

(20)(hh) Contract of Sale (Long Street Property)
Amendment...........ccceeeeiiiieenn.

(10)(ii) Contract of Sale (Long Street Property)
Amendment...........ccceeeeiniienenn.

(20)(jj) Purchase Agreement for Huntington Garag

(10)(kk) Modification to Asset Management Agreem

(23)(a) Consent of Independent Public Accountan

(23)(b) Consent of Independent Public Accountan
(24) Powers of Attorney*....................

* Filed herewith
** Management contract or compensatory plan orrayeanent
(c) REPORTS ON FORM 8-K.

None.
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00 between
p. with
he

.......... Form 8-K dated September 26, 2000

HE e September 30, 2000 Form 10-Q

.......... September 30, 2000 Form 10-Q

.......... September 30, 2000 Form 10-Q

.......... September 30, 2000 Form 10-Q

.......... September 30, 2000 Form 10-Q
.......... September 30, 2000 Form 10-Q
.......... September 30, 2000 Form 10-Q

.......... Definitive Proxy Statement dated
February 5, 2001

.......... Definitive Proxy Statement dated
February 5, 2001

.......... Definitive Proxy Statement dated
February 5, 2001

-- First
.......... Definitive Proxy Statement dated
February 5, 2001

-- Second

.......... Definitive Proxy Statement dated
February 5, 2001

[ September 30, 2000 Form 10-Q



SIGNATURES

Pursuant to the requirements of Section 13 or 1&{the Securities Exchange Act of 1934, as amentiedregistrant has duly caused this
report to be signed on its behalf by the underslgtieereunto duly authorized.

FIRST UNION REAL ESTATE EQUITY AND
MORTGAGE INVESTMENTS

/sl WLLIAM A, ACKMAN

William A. Ackman Chairman

Pursuant to the requirements of the Securities &xgé Act of 1934, this report has been signed bélpthe following persons on behalf of
the registrant and in the capacities and on thesdaticated.

SIGNATURE TITLE DATE

Principal Financial Officer

/s NEIL H. KOENIG Inte rim Chief Financial Officer March 30, 2001

Neil H. Koenig
Trustees:

DATE
William A. Ackman*
Daniel J. Altobello*
Bruce R. Berkowitz*

Jeffrey B. Citrin* March 30, 2001
Talton R. Embry*

William A. Scully*
Stephen S. Snider*

SIGNATURE

*By: /s/ NEIL H. KOENIG

Neil H. Koenig, Attorney-in-Fact
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON
FINANCIAL STATEMENT SCHEDULES

To the Securityholders and Trustees of First Uiteal Estate Equity and Mortgage Investments:

We have audited in accordance with auditing staiglgenerally accepted in the United States, thébowed financial statements included in
this Form 10-K, and have issued our report thedadad March 7, 2001. Our audit was made for thpgme of forming an opinion on those
combined statements taken as a whole. The schdditsbunder Item 14(a)(2) on page 57 are thearesipility of the registrant's
management and are presented for purposes of cmmgpith the Securities and Exchange Commissiané&srand are not part of the basic
combined financial statements. These schedulesleem® subjected to the auditing procedures appligte audit of the basic combined
financial statements and, in our opinion, fairlgtstin all material respects the financial dataiiregl to be set forth therein in relation to the
basic combined financial statements taken as aevhol

Arthur Andersen LLP

Cleveland, Ohio,
March 7, 2001.
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SCHEDULE Il

REAL ESTATE AND ACCUMULATED DEPRECIATION

DESCRIPTION ENCUMBRANCES
Shopping Malls:
Eastern
Westgate Towne Center, Abilene,
TX(L) oo $ 7,477
Southwestern
Park Plaza, Little Rock, AR...... 42,350
Pecanland, Monroe, LA(1)......... 37,504
79,854
87,331
Office Buildings and
Redevelopment:
Midwestern
55 Public Square, Cleveland,
(O] 1) RN 21,100
Circle Tower, Indianapolis, IN... -
21,100
Redevelopment
North Valley Tech Center,
Thorton, CO(1)......cceeven.... 16,000
Two Rivers Center, Clarksville,
TN e -
16,000
37,100

Parking Facilities:
United States
West Third St. Lot, Cleveland,

5th and Marshall Garage,
Richmond, VA(1)................ --
Long Street Garage, Columbus,

OH(1).eoiiieeeeiiieee e 1,341
Madison & Wells Garage, Chicago,
IL(L) e 29,000
Printer's Alley Garage,
Nashville, TN(L1).......cecuuen 4,000
34,341
Real Estate net carrying value at
December 31, 2000................ $158,772
AS
BUIL
DESCRIPTION LAND IMPR
Shopping Malls:
Eastern
Westgate Towne Center, Abilene,
TX(L) e $ 1616 $
Southwestern
Park Plaza, Little Rock, AR...... 5,816

AS OF DECEMBER 31, 2000

(IN THOUSANDS)

COST CAPITALIZED
(WRITTEN DOWN)
SUBSEQUENT TO
INITIAL COST TO REGISTRANT ~ ACQUISITION

BUILDING AND LAND AND
LAND IMPROVEMENT IMPROVEMENTS

$ 1,425 $ 3,050 $ 8,986

5816 58,037 607
8,874 36,891 760
14,690 94,928 1,367
16,115 97,978 10,353
2,500 19,055 19,510
270 1,609 3,574
2,770 20,664 23,084
- 7,666 27,760
- 3,206 5,538
- 10,872 33,208
2,770 31,536 56,382
2,030 - 416
1,102 8,090 (2,647)
1,886 2,042 -
16,266 26,918 (3,180)
1,914 4,752 (1,340)
23198 41,802 (6,751)

$ 42,083 $171,316 $ 59,984

OF DECEMBER 31, 2000

YEAR
DING AND ACCUMULATED CONSTRUCTION
OVEMENTS TOTAL DEPRECIATION COMPLETED

11,845 $13,461 $ 5572 1962

58,644 64,460 5,112 1988

DATE
ACQUIRED LIFE

4/22/77 40

9/1/97 40



Pecanland, Monroe, LA(1)......... 8,700 37,825 46,525 3,325 1985 9/1/97 40

14,516 96,469 110,985 8,437
16,132 1 08,314 124,446 14,009

Office Buildings and

Redevelopment:

Midwestern

55 Public Square, Cleveland,

OH(L) e ovveeiieeiiieeiene 5,822 35,243 41,065 28,408 1959 1/15/63 40

Circle Tower, Indianapolis, IN... 270 5,183 5,453 3,082 1930 10/16/74 40

6,092 40,426 46,518 31,490

Redevelopment
North Valley Tech Center,

Thorton, CO(1).......ccuveu.... - 35,426 35,426 14,099 1967 12/3/69 40
Two Rivers Center, Clarksville,
LI\ P 15 8,729 8,744 5,279 1968 9/26/75 40
15 44,155 44,170 19,378
6,107 84,581 90,688 50,868

Parking Facilities:
United States
West Third St. Lot, Cleveland,

OH(L)..eoveveiiieiiieics 2,285 161 2,446 305 - 9/19/77 10
5th and Marshall Garage,

Richmond, VA(1)......c........ 1,102 5,443 6,545 615 1985 2/24/98 40
Long Street Garage, Columbus,

OH(L).eooveiviiieiiieics 1,886 2,042 3,928 202 1978 1/16/98 30
Madison & Wells Garage, Chicago,

IL(L) e 16,266 23,738 40,004 2,019 1998 1/28/98 40

Printer's Alley Garage,

Nashville, TN(1) 1,914 3,412 5,326 489 1926 7/1/98 25

Real Estate net carrying value at
December 31, 2000................ $45,692 $2 27,691 $273,383 $68,507

Aggregate cost, net of accumulated depreciatiofiefderal tax purposes is approximately $246,000.

(1) These properties were sold in March 2001.
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SCHEDULE Il -- CONTINUED
The following is a reconciliation of real estatsets and accumulated depreciation for the yearsdebécember 31, 2000, 1999, and 1998.

YEARS ENDED DECEMBER 31,

2000 1999 1998

(IN THOUSANDS)
Asset reconciliation:
Balance, beginning of period...........ccooccc.... L $335,325 $806,859 $756,308
Additions during the period:

Property acquisitions........cccccovvveeeenneeee L - - 69,551
Improvements........cccccveeeenn. L 10,685 12,215 21,515
Equipment and appliances...........ccoeecevceeeee. L 250 273 1,588
Capital lease obligation.........cccccceeveeeeee. L - - 133
Reduction in reserve on carrying value of real es tate
ASSEIS . - 48,633 --
Transfer from First Union corporate.............. . ... 1,453 -- --
Deductions during the period:
Sales of real estate.........ccccovcvveeeeeeeee. L (44,106) (522,952) (4,878)
Spinoff of Impark........cooooveevviiis. L (11,074) - -
Unrealized loss on carrying value of real estate
ASSES..ciiiiiie e (19,150) (9,800) (36,000)
Currency revaluation of foreign real estate........ ... - 493 (810)
Other -- write-off of assets and certain fully
depreciated tenant alterations............. ... - (396) (548)
Balance, end of period:......cccccooovvviceeeeee. L $273,383 $335,325 $806,859
Accumulated depreciation
Reconciliation:
Balance, beginning of period.........ccc...... . $ 75,275 $165,358 $142,081
Additions during the period:
Depreciation........ccooovvcvvvvveeeeee. L 11,064 19,488 23,761
Transfer from First Union corporate......... . ... 551 -- --
Deductions during the period:
Sales of real estate........cccccovcvveeeeeeeeee. L (18,269) (109,247) -
Spinoff of Impark.........cccoovveeeee. L (114) -- --
Write-off of assets and certain fully depreciated t enants
alterationS........ocoevevviciiiienieeeeeee - (324) (485)
Balance, end of period...........ccooovvevveeeee. L $68,507 $ 75,275 $165,357
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SCHEDULE IV
MORTGAGE LOANS ON REAL ESTATE AND NOTES RECEIVABLE

AS OF DECEMBER 31, 2000
(IN THOUSANDS, EXCEPT FOR PAYMENT TERMS AND FOOTN@&B)

CURRENT
EFFECTIVE RA TE FINAL FA
ON NET MATURITY AMOU
DESCRIPTION INVESTMENT DATE PERIODIC PAYMENT TERMS MORT
Note Receivable: 10% 3-1-08 Interest calculated at $1,
Secured by management contract on stated rate of 10% with
apartment complex in Atlanta, GA installments of principal

and interest payable
monthly through maturity;
prepayment without penalty
subject to certain
conditions.

(A) Aggregate cost for federal tax purposes isceying amount of the mortgage.
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SCHEDULE IV -- CONTINUED

The following is a reconciliation of the carryinghaunts of the mortgage loans outstanding for ttees/ended December 31, 2000, 1999,
1998:

YEARS ENDED DECEMBER 31,

2000 1999 1998

(IN THOUSANDS)

Balance, beginning of period..............c........

ADDITIONS DURING THE PERIOD:

Second mortgage on building in Victoria, British Co

Note receivable secured by parking management compa
Victoria, British Columbia.......................

Note receivable secured by security company in Vanc
British Columbia..........ccccccooviiveininns

Deferred interest on:
Mortgage on mall in Fairmount, WV................

Effect of currency on Canadian denominated mortgage
receivable.........ccocveiiiiiiiccin

DEDUCTIONS DURING THE PERIOD:

Payoff of mortgage loan on Meadows of Catalpa......

Payoff of Temple Mall note.........................

Payoff of mortgage loan on Mall in Fairmont, WV....

Spinoff of Impark..........ccccccooiiiiinnnnns

Payoff of first mortgage loan on office building in
Cleveland, OH.........ccoccoveiviiiieeeen.
Collection of principal.........cccccccveveenn.

Balance, end of period...........cccccceeenee.

......... $ 8,417

......... (201)

$5,508 $30,686

325

2,114

508

47

(6,206)

(18,839)
(85)  (139)

......... $ 1,468

$8,417 $5,508
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Exhibit (3)(c)

FIRST UNION REAL ESTATE EQUITY AND MORTGAGE INVESTM ENTS
CERTIFICATE OF AMENDMENT TO
AMENDED AND RESTATED DECLARATION OF TRUST

The undersigned, being the duly elected, qualifi@ting and authorized Assistant Secretary of Elrsbn Real Estate Equity and Mortgage
Investments, an Ohio business trust (the "Compaihgfeby certifies that, effective March 6, 200&¢t®ns 11.19, 12.2 and 2.8 of the
Company's Amended and Restated Declaration of Bsusf November 16, 1999 were deleted in theiretytiand the following designated
sections substituted in their place, by actionthefshareholders of the Company at a special ngeetishareholders held March 6, 2001, and
such actions of the shareholders have not beendedemodified, supplemented or rescinded, andrafidliforce and effect, as of the date
written below:

SECTION 11.19 QUALIFICATION AS A REAL ESTATE INVESVIENT TRUST.

No Trustee and no Beneficiary shall take any aatitbith would cause the Trust to abandon its purpdgeoviding an investment vehicle {
numerous shareholders with small holdings or whiohld, in the opinion of counsel for the Trust,rfished prior to such action, prevent the
Trust from qualifying or continuing to qualify as'i@al estate investment trust" under the InteR&lenue Code and the Regulations
(proposed or in effect) thereunder unless at l@asajority of the Trustees then in office have appd such action. No Beneficiary shall have
any power to control the Trustees or the affairthaf Trust, or to exercise any voting or apprq@lers, if such powers would at the time in
the opinion of counsel for the Trust (a) prevert Beneficiaries from being free from personal ligpfor the obligations of the Trust under
any applicable law, or (b) cause the Trust to bélegal or invalid organization under the law ofygurisdiction in which it owns property or
does business.

SECTION 12.2 MERGER; SALE OF TRUST PROPERTY.

No merger of the Trust into another entity or nagaidation or combination of the Trust with onenoore other entities shall be me

without the consent of the holders of at leasa (iajority of the outstanding shares if at leas8t @ the Trustees have approved such action
or (ii) 70% of the outstanding shares if at leastaority but less than 70% of the Trustees haye@md such action, in either case given at a
meeting of the shareholders held for that purpps®yided that no vote of Trust shareholders stalidguired with respect to any merger
intended merely to change the Trust from a trusityeto a corporation and provided further thatumbe of Trust shareholders shall be reqt
with respect to a merger of the Trust with anothity



if the Trust would be the surviving entity anddfter the transaction, no shareholder would bedfation of any limitation on share owners
adopted pursuant to Section 5.9. The Trustees Ishedl the power to sell, exchange transfer or wtiserdispose of any or all Trust property
upon approval of at least a majority of the Trustee

SECTION 2.8 POWER TO TRANSFER TRUST TO CORPORATION.

The Trustees shall have power to cause to be agguir assist in organizing under the laws of amggliction a corporation or corporations
or any other trust, association, or other orgaitnab take over the Trust property or any panparts thereof or to carry on any business in
which this Trust shall directly or indirectly hageay interest, and to sell, convey, and transfeiTtust property or any part or parts thereof to
any such corporation, trust, association, or ozgtian in exchange for the shares or securitiegti®r otherwise, and to lend money to,
subscribe for the shares or securities of, and émtte any contracts with any such corporationstrassociation or organization, or any
corporation, trust, partnership, association, gaaization in which this Trust holds or is abouatguire shares or any other interest.

FIRST UNION REAL ESTATE EQUITY
AND MORTGAGE INVESTMENTS

By: /'s/ Rosalie Souders

Rosal i e Souders,
Assi stant Secretary

Dat e: March 21, 2001



Exhibit (4)(c)

FIRST UNION REAL ESTATE EQUITY AND MORTGAGE INVESTM ENTS

8 7/8% Senior Notes due 2003

FIRST SUPPLEMENTAL INDENTURE

Dated as of July 31, 1998

CHASE MANHATTAN TRUST COMPANY, NATIONAL ASSOCIATION

Trustee

Supplementing the Indenture dated as of October 1,993



FIRST SUPPLEMENTAL INDENTURE

FIRST SUPPLEMENTAL INDENTURE (this "First Supplentahindenture"), dated as of July 31, 1998, by amidng FIRST UNION
REAL ESTATE EQUITY AND

MORTGAGE INVESTMENTS, as Issuer, and CHASE MANHATNATRUST COMPANY, NATIONAL

ASSOCIATION as Trustee (the "Trustee").

WITNESSETH:

WHEREAS, the Issuer and Society National Bank edténto an Indenture dated as of October 1, 1988"(hdenture”), pursuant to which
Indenture the Issuer has issued certain 8 7/8%oSblutes due 2003 (the "Securities"); and

WHEREAS, the Trustee is the successor in intecebtallon Bank, F.S.B., successor to KeyBank Natidssociation, successor to Society
National Bank under the Indenture; ¢

WHEREAS, the Issuer desires to execute and delieiFirst Supplemental Indenture in accordanca thié provisions of the Indenture for
purposes of eliminating certain covenants of tiseds, modifying the provision restricting mergensl asset transfers by the Issuer, modifi
the provision regarding remedies and making cedaiforming and other changes; and

WHEREAS, the execution and delivery of this Firaplemental Indenture by the Issuer have beenalutlyorized by the Issuer; and

WHEREAS, the execution and delivery of this FirapBlemental Indenture by the Issuer and the Trusige been consented to by the
Holders of a majority in principal amount of thecBsties in accordance with Article 9 of the Indenat; and

WHEREAS, all the conditions and requirements nergst® make this First Supplemental Indenture, wihdllg executed and delivered, a
valid and binding agreement of the Issuer in acaocd with its terms and for the purposes hereinesged, have been performed and
fulfilled.

NOW, THEREFORE, for and in consideration of thenpises and the mutual covenants contained hereiimahe Indenture and for oth
good and valuable consideration, the receipt afftcency of which are hereby acknowledged, thaiessand the Trustee hereby agree as
follows:



ARTICLE ONE

DEFINITIONS AND EFFECT

SECTION 1.01 INCORPORATION OF PREVIOUS DOCUMENTShleks otherwise expressly provided, the provisafrthe Indenture are
incorporated herein by reference.

SECTION 1.02 DEFINITIONS. Capitalized terms whiale ased but not defined herein shall have the mgarascribed to such terms in the
Indenture.

SECTION 1.03 EFFECT OF FIRST SUPPLEMENTAL INDENTUREom and after the execution and delivery of Eiist Supplemental
Indenture, the Indenture shall be deemed to befiaddis herein provided, but except as modifieeébgrthe Indenture shall continue in full
force and effect. The Indenture as modified herginll be read, taken and construed as one anauhe imstrument.

ARTICLE TWO

AMENDMENTS TO THE INDENTURE

SECTION 2.01 EFFECTIVENESS. This First Supplemehtdenture shall take effect immediately upon #saution and delivery by the
Trustee and the Issuer in accordance with the piang of Article 9 of the Indenture; provided, hawe that the provisions of Sections 2.02,
2.03, 2.04 and 2.05 of this First Supplemental hidiee shall not become effective unless and ugatjlthe Issuer delivers an Officer's
Certificate to the Trustee substantially in theriattached hereto as Exhibit A and (b) the acceptéor payment by the Issuer, or its
assignee, of all Securities that have been propenigered and not withdrawn pursuant to the Offd?urchase and Consent Solicitation
Statement, dated July 10, 1998 (the "Conditior&ihultaneously with satisfaction of the Conditiowithout any further action whatsoever,
the provisions of Sections 2.02, 2.03, 2.04 an8 2fthis First Supplemental Indenture shall becefifiective for all purposes.

SECTION 2.02 AMENDMENTS TO ARTICLE 1 OF THE INDENTRE. Article 1 of the Indenture is amended by datgthe following
definitions in their entirety and replacing sucliiniéons with the following:

"Asset Sale.
[intentionally omitted]";
"Average Life.
[intentionally omitted]";

"Bank Credit Facilities



[intentionally omitted]";

"Change of Control Triggering Event.
[intentionally omitted]";

"Combined EBIDA.

[intentionally omitted]";

"Combined Interest Coverage Ratio.
[intentionally omitted]";

"Combined Interest Expense.
[intentionally omitted]";

"Combined Net Income.
[intentionally omitted]";

"Combined Tangible Net Worth.
[intentionally omitted]";

"Cost of Investments in Real Estate.
[intentionally omitted]";

"Fair Market Value.

[intentionally omitted]";

"Investment.

[intentionally omitted]";

"Issue Date.

[intentionally omitted]";

"Lien.

[intentionally omitted]";

"Permitted Liens.

[intentionally omitted]";

"Repayment Date.

[intentionally omitted]"; and

"Repayment Price



[intentionally omitted]".

SECTION 2.03 AMENDMENTS TO ARTICLE 5 OF THE INDENTRE. Article 5 of the Indenture is amended by datgg8ubsections (4),
(5), (6) and (7) of Section 501 in their entirebdaeplacing such subsections, with the following:

Section 501. Events of Default.
"(4) [intentionally omitted]";
"(5) [intentionally omitted]";
"(6) [intentionally omitted]"; and
"(7) [intentionally omitted]".

SECTION 2.04 AMENDMENTS TO ARTICLE 8 OF THE INDENTRE. Article 8 of the Indenture is amended by datg$ections 801 and
802 in their entirety and replacing such Sectioith the following:

"Section 801. Consolidations and Mergers of Trust Sales, Leases and Conveyances Permitted Stibjgettain Conditions.
[intentionally omitted]"; and

"Section 802. Rights and Duties of Successor Catjmor.

[intentionally omitted]".

SECTION 2.05 AMENDMENTS TO ARTICLE 10 OF THE INDENJRE. Article 10 of the Indenture is amended by tie¢eSections 1004,
1005, 1006, 1007, 1008, 1009, 1010, 1011, 10124 a0d 1015 in their entirety and replacing suchiBes with the following:

"Section 1004. Limitation on Debt.

[intentionally omitted]";

"Section 1005. Limitations on Liens.

[intentionally omitted]";

"Section 1006. Minimum Combined Tangible Net Worth.
[intentionally omitted]";

"Section 1007. Limitations on Transactions Withildtes.
[intentionally omitted]";

"Section 1008. Existence.

[intentionally omitted]";

"Section 1009. Maintenance of Propert



[intentionally omitted]";

"Section 1010. Insurance.

[intentionally omitted]";

"Section 1011. Payment of Taxes and Other Claims.
[intentionally omitted]";

"Section 1012. Statement as to Compliance.

[intentionally omitted]";

"Section 1014. Repurchase Upon Change of Contigb@ring Event.
[intentionally omitted]"; and

"Section 1015. Repurchase in Compliance With Exgbaict.

[intentionally omitted]".



ARTICLE THREE

THE TRUSTEE

SECTION 3.01 ACCEPTANCE BY TRUSTEE. The Trusteeeigraccepts the amendments to the Indenture effégtthis First
Supplemental Indenture and agrees to executeusts tcreated by the Indenture as hereby amendednlyuupon the terms and conditions in
the Indenture and in this First Supplemental IndentThe Trustee shall not be responsible in anyr@awhatsoever for or in respect of the
validity or sufficiency of this First Supplementabenture, for the due execution hereof by thedssu for or in respect of the recitals
contained herein, all of which recitals are madehgylssuer solely.

ARTICLE FOUR

MISCELLANEOUS PROVISIONS

SECTION 4.01 FURTHER ASSURANCES. The parties hewdtbexecute and deliver such further instrumeantsl do such further acts and
things as may be reasonably required to carrytmuinttent and purpose of this First Supplement@itiure and the Indenture.

SECTION 4.02 GOVERNING LAW. This First Supplemenitadienture shall be governed by and construeddordance with the laws of tl
State of Ohio (regardless of the laws that mighentise govern under applicable principles of dotlof laws) as to all matters, including,
without limitation, matters of validity, construeti, effect, performance and remedies.

SECTION 4.03 COUNTERPARTS. This First Supplemehtdkenture may be executed in any nhumber of couatespeach of which, when
so executed and delivered, shall be an origindlsbch counterparts shall together constitute hetand the same instrument.

SECTION 4.04 EFFECT OF HEADINGS. The Article andt@n headings herein are for convenience onlysiradl not affect the
construction hereof.

SECTION 4.05 SUCCESSORS AND ASSIGNS. All covenamtd agreements of the Issuer and the TrusteesrfFitst Supplemental
Indenture shall bind each of the Issuer's and thst&e's respective successors and assigns, wisetkgpressed or not.

SECTION 4.06 SEVERABILITY CLAUSE. In case any prsign of this First Supplemental Indenture shouldnvealid, illegal or
unenforceable, the validity, legality and enforabgbof the remaining provisions shall not in amay be affected or impaired thereby.

SECTION 4.07 CONFLICT WITH TRUST INDENTURE ACT. #ny provision of this First Supplemental Indentiiméts, qualifies or
conflicts with a provision of the Trust Indenturetfdf 1939, as amended (the "TIA") that is requineder the TIA to be a part of and govern
this First Supplemental Indenture, the latter psimri shall control. If any provision of this FiStupplemental Indenture modifies or excludes
any provisions of the TIA that may be so modif



or excluded, the latter provision shall be deenoegipiply to this First Supplemental Indenture amsdified or to be excluded, as the case
be.



IN WITNESS WHEREOF, each of the Issuer and the fBrubias caused this First Supplemental Indentuse &xecuted on its behalf by its
duly authorized officer, all as of the day and y&at above written.

FIRST UNION REAL ESTATE EQUITY
AND MORTGAGE INVESTMENTS

By: /s/ Paul F. Levin

Name: Paul F. Levin
Title: Senior Vice President,
General Counsel and Secretary

CHASE MANHATTAN TRUST COMPANY,
NATIONAL ASSOCIATION, as Trustee

By:

Name:

Title:

185365



Exhibit (10)(kk)
MODIFICATION TO ASSET MANAGEMENT AGREEMENT

THIS MODIFICATION TO ASSET MANAGEMENT AGREEMENT (tb "Modification") is entered into as of the 7th d#fyMarch, 2001 b
and between RADIANT PARTNERS, LLC, a New York lient liability company (the "Manager") and FIRST UNNGREAL ESTATE
EQUITY AND MORTGAGE INVESTMENTS, an Ohio businessast (the "Trust").

WITNESSETH:

WHEREAS, Manager and the Trust entered into thaateAsset Management Agreement dated March 200, 2Bat certain Amendment to
Asset Management Agreement dated May 31, 2000¢c#rtdin Letter Agreement dated May 31, 2000 aatidbrtain Second Amendment to
Asset Management Agreement dated June 16, 200@edtetly, the "Agreement") wherein the Trust ratad the services of Manager to
operate and administer the assets of the Trusitsuaffiliates; and

WHEREAS, the Agreement is still in full force anffeet; and
WHEREAS, the Trust and Manager wish to modify #mens of the Agreement as more fully set forth herei

NOW, THEREFORE, in consideration of Ten ($10.00)l&rs and other good and valuable consideratianyéleeipt and sufficiency of whit
is hereby acknowledged, the parties hereto agréslaws:



1. The definition of Properties in the Agreemerttéseby revised to reflect only those assets liste@chedule A attached hereto and made a
part hereof.

2. Article I, Section 1.1 of the Agreement is hgredvised to reflect that Manager shall provideeagsanagement services of the Properties
listed in Schedule A hereto and shall not providg management services with respect to the Trusitaraffiliates other than for the
Properties.

3. Article I, Section 1.2(a)(v), (vi), (viii) and) of the Agreement are hereby deleted in theiiretyt
4. Article I, Section 1.2(a)(vii) of the Agreemasthereby modified to add the phrase "at the Tswhtection” to the end of this section.
5. Article I, Section 1.2(a)(ix) of the Agreemesthiereby modified to add the phrase "At the Trustjsiest" to the beginning of the section.

6. Article I, Section 1.2(xi) of the Agreement isrBby modified to apply only to the Propertieselisbn Schedule A attached hereto and made
a part hereof.

7. Article 1, Section 1.3(a) of the Agreement isety modified to apply only to the Properties listan Schedule A attached hereto and made
a part hereof.

8. Article Il, Section 2.1 is hereby modified tdleet that the Annual Fee from the Modification &ffive Date (as hereinafter defined) sha
$250,000.00, payable monthly in advance, in instafits of Twenty Thousand Eight Hundred Thirty ThHPed#lars and 33/100s ($20,833.33).

9. Article Il, Section 2.2 of the Agreement is Haraleleted in its entirety from the Agreement.

10. Article 1l, Section 2.3(a)(iii) of the Agreenteas hereby deleted in its entirety.

11. Article 1l, Section 2.3(c) of the Agreementisreby deleted in its entirety.

12. Article 1ll, Section (a)(iii), (a)(iv) and (a)) of the Agreement are hereby deleted in theiiretyt

13. Article Ill, Section (a) of the Agreement is@alimodified to include the following:

The term of the Agreement from the Modificationdefive Date (as hereinafter defined) shall ternairat the earlier of:
(i) the second anniversary of the Modification [Effee Date (the "Initial Term"); or

(i) at the election of the Trust, a terminatiofeeted in accordance with Article VIII hereof.

14. Article 111, Section (b) is hereby revised tidathe following:

"From and after the Modification Effective Datetlile Trust terminates the Agreement after such Ftadion Effective Date and prior to the
end of the Initial Term, the Trust shall be reqdite pay to Manager 100% of the entire amount giaich Annual Fees which would have b
paid to Manager through the balance of the Init@im.



15. Article 1ll, is hereby modified to add a newc8en (d) as follows:

(d) Modification Effective Date The Effective Datéthis Modification is the date on which the Mapagloses on the purchase of certain
assets from the Trust pursuant to a Contract af 8aled September 15, 2000.

16. Article 1V, Section 4.1(a) of the Agreemenhireby revised to provide that Manager shall oaetgin such third party consultants and
professional advisors, as the Manager shall retbpdaem necessary for the operation and manageshém Properties set forth in
Schedule A attached hereto and made a part hexeafor no other purpose.

17. Article 1V, Section 4.1(b) of the Agreemenhisreby deleted in its entirety.
18. Article 1V, Section 4.1(c) of the Agreementisreby deleted and replaced with the following:

(c) The retention of general real estate consudtéany. appraisers, environmental engineers, asbabatement advisers, brokers, property
managers, insurance agents, etc.) shall requirappeoval of the Trust.

19. Article 1V, Section 4.1(d) of the Agreementisreby deleted in its entirety.
20. Article V of the Agreement is hereby deletedtsrentirety.

21. The Trust hereby conveys to the Manager gthefTrust's right, title and interest in and to filmmiture, fixtures and computer and office
equipment in the offices located at 551 Fifth Aven8uite 1416 free and clear of any and all liehateoever. The Trust hereby agrees to
execute any documents necessary to memorialize&esaigeyance, upon request from Manager.

22. The obligation of the Trust to enter into thiedification is contingent upon the Trust, at itdescost and expense, obtaining the approval
for this Modification from shareholders of the Trhslding the requisite number of shares in acamcdavith the organizational and
governing documents of the Trust. The Trust hesiynowledges that the Board of the Trust will recmend approval of the Modification to
the shareholders and will use its best effortsatmio such approval.

23. Except as set forth hereinabove modified, falhe terms, covenants, provisions and conditidrt@ Agreement shall remain unmodified
and in full force and effect and shall inure to temefit of the parties hereto, their respectigaleepresentative, successors and ass



IN WITNESS WHEREOF, the parties hereto have exettliss Modification as of the date first writtencae.
RADIANT PARTNERS, LLC

By://s/ Daniel P. Friedman

Name: Daniel P. Friedman
Title: Managi ng Menber

FIRST UNION REAL ESTATE EQUITY
AND MORTGAGE INVESTMENTS

By:/s/ WlliamA. Scully

Name: WIlliam A Scully
Title: Vice Chairnman



SCHEDULE A
ASSETS OF FIRST UNION TO BE MANAGED BY RADIANT PART NERS, LLC:

1. Park Plaza Mall
2. Circle Tower
3. Property Accounts Receivables and Rent Settles



EXHIBIT 23A
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cansehe incorporation of our reports includedthirsstForm 10-K, into the registrant's

previously filed Registration Statements on Forr@ egistration Nos. 2-88719, 33-2818, 33-1152413312, 33-26758, 33-33279, 33-
38754, 33-45355, 33-57756, 333-953, and 333-63547).

Cleveland, Ohio, Arthur Andersen LLP March 30, 2C



EXHIBIT 23B

INDEPENDENT AUDITORS' CONSENT

The Board of Directors
First Union Management, Inc.

We consent to the incorporation by reference irrdggstration statements Nos. 2-88719, 33-2818,534%, 33-19812, 33-26758, 33-38754,
33-45355, 33-57756, 333-953 and 333-63547 on FeBwFirst Union Real Estate Equity and Mortgageelstments of our report dated
February 4, 2000, with respect to the combinedrnzaasheet of FUMI Parking Business as of Decembet 399, and the related combined
statements of operations, owner's deficiency ast flaws for the year ended December 31, 1999, lwidport appears in the December 31,
1999 annual report on Form 10-K of First Union Restate Equity and Mortgage Investments.

/sl KPMG LLP
Chartered Accountants

Vancouver, Canada
March 29, 2001



Exhibit 24
FIRST UNION REAL ESTATE EQUITY AND MORTGAGE INVESTM ENTS

ANNUAL REPORT ON FORM 10-K
FOR THE YEAR ENDED DECEMBER 31, 2000

Power of Attorney - Trustees

Each of the undersigned, a Trustee of First UniealEstate Equity and Mortgage Investments, an ®bsiness trust (the "Trust"), which
anticipates filing with the Securities and Excha@gmnmission, Washington, D.C., under the provisiofithe Securities Exchange Act of
1934, an Annual Report on Form 10-K for the fisgedr ended December 31, 2000 (the "Form 10-K")sdageby constitute and appoint
Neil H. Koenig, with full power of substitution amdsubstitution, as attorney to sign for him an@lismname the Form -K and any and all
amendments and exhibits thereto, and any andhadr aiocuments to be filed with the Securities ardhEnge Commission pertaining to the
Form 10-K, with full power and authority to do apédrform any and all acts and things whatsoeveriregwr necessary to be done in the
premises, as fully to all intents and purposeseasduld do if personally present, hereby ratifyamgl approving the acts of said attorney and
any such substitute.

IN WITNESS WHEREOF, each of the undersigned hasureo set his hand this 28 day of March, 2001.

/sl WIlliam A, Ackman

WIlliam A Acknan

/s/ Daniel J. Altobello

Daniel J. Altobello

/sl Bruce R Berkowtz

Bruce R Berkowitz

/sl Jeffrey B. Citrin

Jeffrey B. Citrin

/sl Talton R Enbry

Talton R Enbry

/sl Wlliam A Scully

William A Scully

/sl Stephen S. Snider

St ephen S. Sni der
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