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PART |
ITEM 1. BUSINESS.

First Union Real Estate Equity and Mortgage Investta (the "Trust") is an unincorporated associdtiahe form of a business trust
organized in Ohio under a Declaration of Trust dategust 1, 1961, as amended from time to timeutihdMarch 2001 (the "Declaration of
Trust"), which has as its stated principal busiresivity the ownership and management of reatestaestments. At December 31, 2001
Trust qualified as a real estate investment tr'lRE(T") under Sections 856 through 860 of the In&éiRevenue 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,Tthust, in 1971, caused a company to be orgampizesiiant to the laws of the State of
Delaware under the name First Union Management,(TRUMI"), to lease property from the Trust andojeerate such property for its own
account as a separate taxable entity. The Trusiniated its management arrangements with FUMI indld999, and since then, the Trust
has self-managed its retail and office portfoliblse Trust entered into third-party management gearents for the parking facilities it
owned. Accordingly, the Trust no longer receiveg @mts from FUMI. In January 2000, the Trust estieinto third party management
arrangements for its retail and office portfolidhe Trust also outsources its asset managemeotj g and administrative functions.

For financial reporting purposes, the financiatatgents of FUMI are combined with those of the Trus

On July 22, 1998, tax legislation was enacted lirgithe "grandfathering rules" applicable to stdfREITS such as the Trust (the "Stapled
REIT Legislation"). As a result, the income and\aties of FUMI with respect to any real propertyérests acquired by the Trust and FUMI
after March 26, 1998, for which there was no bigdiritten agreement, public announcement or filirth the Securities and Exchange
Commission on or before March 26, 1998, will beilatgted to the Trust for purposes of determiningethler the Trust qualifies as a REIT
under the Code.

The Trust has been in the business of owning redjiemclosed shopping malls, large downtown offiaédings and parking facilities. The
Trust's portfolio was diversified by type of propergeographical location, tenant mix and rentatkea In March 2001, the Trust sold two
shopping center properties, four office propertie® parking garages and one parking lot. The flireseived approximately $192 million in
aggregate consideration after the payment of exgserasmd net operating income and other adjustmiautsiot including operating income
and expense prorations. Of the $192 million, apipnaxely $62 million was in cash, $7 million wastire form of a bridge loan and
approximately $123 million was for the assumptiomepayment of mortgage indebtedness. As of DeceBhe2001, the Trust owned two
real estate properties, one shopping mall and fice @roperty, and had investments in U.S. Trea8ills and other U.S. Government
obligations. The Trust's shopping mall is knowrPask Plaza Mall and is located in Little Rock, Ankas. The Trust's office property is
known as Circle Tower and is located in Indianapdhdiana.

The Trust's shopping mall competes for tenantderbasis of the rent charged and location, andwusties competition from other retalil
properties in its market area. The principal contipetfor the Trust's shopping mall may come framufe shopping malls locating in its
market area. Additionally, the overall economicltfeaf retail tenants impacts the Trust's shoppirail.

The Trust's office property competes for tenanitsggually with office buildings throughout the argawhich it is located. With respect to the
Trust's remaining office building, competition fenants has been and continues to be intense drasi®of rent, location and age of the
building.



In April 1997, FUMI acquired voting control of Impal Parking Limited and its affiliates ("Impark'\hich was primarily a parking
management and transit ticketing manufacturing amgased in Canada. In March 2000, the Trust &ildIFentered into a plan of
settlement and a plan of reorganization with a nemat their affiliated companies which resultediitransfer of the assets of Impark to a
subsidiary of the Trust, Imperial Parking Corparatia Delaware corporation ("Imperial"), the comnstwck of which was distributed to the
shareholders of the Trust. The Trust has classifrgghrk’s financial information as discontinued igions for 2000 and prior periods.

FUMI's only remaining operating subsidiary, VenTeternational, Inc. ("VenTek"), is in the businegsnanufacturing, installing and
providing maintenance of parking and transit tickending equipment.

The Trust's segment data may be found in footnbti 2he Combined Financial Statements in Item 8.

The only person employed by the Trust as of Decei®bg2001, is Neil H. Koenig, Interim Chief FinaalcOfficer. As of December 31,
2001, VenTek had 30 employees.

RISK FACTORS
THE PROPOSED TRANSACTION

On February 13, 2002, the Trust entered into andiefe agreement of merger and contribution, punstawhich the Trust agreed to merge
with and into Gotham Golf Corp. ("Gotham Golf")D&laware corporation controlled by a number of gdnailders of the Trust. If
consummated, the proposed transaction will resuthié Trust's common shareholders receiving aseneansideration for each Trust
common share:

- $2.20 in cash, subject to possible deductionaamount of dividends paid prior to the completiéthe proposed transaction, breaches of
representations, warranties and covenants cont&irtbeé merger agreement and costs, fees and eepansociated with obtaining certain
consents for the proposed transaction;

- a choice of (1) an additional $0.35 in cash ora@)roximately 1/174th of a debt instrument (thet®) indirectly secured by the Trust's t
real estate assets; and

- three-fiftieths (3/50ths) of a non-transferabheertificated subscription right, with each sulystioin right exercisable to purchase common
stock of Gotham Golf at $20.00 per share for uprt@aggregate of approximately $41 million of commstatk of Gotham Golf.

The proposed transaction is subject to approvHiefTrust's shareholders. There can be no assuttaaicthe proposed transaction will be
approved by the Trust's shareholders or, if soaml, that the proposed transaction will be consatath

RISKS WITHOUT GIVING EFFECT TO THE PROPOSED TRANSAC TION

An investment in the Trust's securities involvesauss risks without giving effect to the proposeahisaction. The following factors should be
carefully considered in addition to the other imf@ation set forth in this report.
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ASSET SALES HAVE REDUCED OUR PORTFOLIO AND MAY ADVE RSELY AFFECT OUR ABILITY TO MAINTAIN REIT
STATUS

In March 2001, the Trust sold a significant portadrits remaining properties (the "Asset Sale").oAMarch 1, 2002, the Trust's real estate
properties consist of a shopping center in LittecR Arkansas and an office building in Indianapolndiana. As a result, this sale limits the
Trust's flexibility to engage in non-real estatlated activities without adversely affecting its IREtatus.

By virtue of the income generated by its real estaisets and the gains on the sale of propefieJrust believes that it will maintain its
qualification as a REIT for 2002 if the proposeahgaction is not consummated. The Trust does niciate having to invest in REMICs, as
defined in the section "Risk Associated with Invesiht in REMICs," in 2002 in order to qualify as BIR in 2002. If the Trust were to invest
in additional non-real estate assets in 2002, tistTmight not qualify as a REIT in 2002.

The Trust cannot presently determine whether itaaihtinue to qualify as a REIT after 2002. The Strwill continue to evaluate the
desirability of maintaining its REIT status.

WE FACE A NUMBER OF SIGNIFICANT ISSUES WITH RESPECT TO THE PROPERTIES WE OWN WHICH MAY
ADVERSELY AFFECT OUR FINANCIAL PERFORMANCE.

Park Plaza Mall. The only anchor department stoteeaTrust's Park Plaza Mall located in Little RoArkansas, owns its facilities (two
stores at opposite ends of the mall) and has areagnt with a subsidiary of the Trust that contaim®perating covenant requiring it to
operate these facilities continuously as retailaggpent stores until July 2003. The Trust is avedrthe proposed construction of a new mall
in the vicinity of the Park Plaza Mall. In the evémat the new mall is built, the anchor may dezlio extend or renew its operating covenant
and cease operating its stores at the Park PlataliMithe event that the anchor does not opetatstores at the Park Plaza Mall, the value of
the Park Plaza Mall could be materially and advgraffected. (See "Park Plaza Mall" in Item 7, "lidity and Capital Resources").

Circle Tower. The Trust's ownership interest in @ecle Tower office property in Indianapolis, lagia, includes a leasehold interest in a
ground lease. The original ground lease was entetedn 1910, expires in 2009 with an option foradditional 99 years which has been
exercised, and contains a "gold clause" provigia inay result in a rent increase if the leasemttest is sold. The resulting rent increase
could be substantial. Accordingly, it may be in #@®nomic interest of the Trust to hold the leakkhderest indefinitely.

Leasing Issues. With respect to its properties;Ttust is also subject to the risk that, upon eafin, leases may not be renewed, the space
may not be relet, or the terms of renewal or rielgt{including the cost of required renovations)rba less favorable than the current lease
terms. Leases accounting for approximately 6% efaifpgregate 2002 annualized base rents from trs#'§remaining properties (represen
approximately 7% of the net rentable square fetiteaproperties) expire without penalty or premitinmough the end of 2002, and leases
accounting for approximately 14% of aggregate 2&®2ualized base rent from the properties (repreggapproximately 12% of the net
rentable square feet at the properties) are schédalexpire in 2003. Other leases grant theirten@arly termination rights upon payment of
a termination penalty. The Trust has estimatece®penditures for new and renewal leases for 2082803 but no assurances can be given
that the Trust has correctly estimated such exgehsase expirations will require the Trust to teaaew tenants and negotiate replacement
leases with such tenants. Replacement leases typiequire the Trust to incur tenant improvemeiwther tenant inducements and leasing
commissions, in each case, which may be highertti®moosts relating to renewal leases. If the Tieughable to promptly relet or renew
leases for all or a substantial portion of the spaabject to expiring leases, if the rental raggen such renewal or reletting are significantly
lower than expected or if the Trust's reservedtfese purposes prove inadequate, the Trust's regemd net income could be adversely
affected.



Tenant Concentration. The Trust's 10 largest tenfantits remaining properties (based on pro fobmase rent for 2002) aggregate
approximately 32% of the Trust's total base rexta@pproximately 24% of the Trust's net rental sgdeet and have remaining lease terms
ranging from approximately two to ten years. Thasts largest tenant, the Gap Stores, (i.e., thB,@RP Kids and Banana Republic)
represents approximately 10% of the pro forma agageeannualized base rent for 2002 and 8% of thiégoma net rentable square feet at the
properties. Its lease expires on April 30, 200%hadigh the Trust believes that it has a good miatip with each of its principal tenants, the
Trust's revenues would be disproportionately anatesttly affected if a significant number of theseants did not renew their lease or
renewed their leases upon expiration on termsféaggable to the Trust.

Competition. The Trust competes with a number af estate developers, operators, and institutionsehants and acquisition opportunities.
Many of these competitors have significantly greaésources than the Trust. No assurances carvee tfiat such competition will not
adversely affect the Trust's revenues.

VENTEK CONTINUES TO INCUR LOSSES AND THE TRUST COUL D BE OBLIGATED TO MAKE SIGNIFICANT
PAYMENTS ON CERTAIN CONTINGENT OBLIGATIONS.

FUMI's subsidiary, VenTek, a manufacturer of tratisketing and parking equipment, has continueth¢or significant operating losses. A
new management firm was engaged in December 2000w objective of improving operating resultspeeer, unless VenTek is awarded
significant new parking or transit ticketing comtrs, it is unlikely that the new managers will ideato achieve this objective. In addition, the
Trust has provided performance bond guaranteeseehiteto with respect to two contracts of VenTekhiransit authorities, which contracts
are in the amounts of $6.2 million and $5.3 millidihese contracts are for the manufacturing, iledtah and maintenance of transit ticket
vending equipment manufactured by VenTek. The guees are anticipated to expire over the next twhriee years based upon projected
completion dates anticipated by VenTek and thesttauthorities. As of March 15, 2002, no amouragehbeen drawn against these
guarantees. If VenTek is unable to perform in adance with these contracts, the Trust may be rediplerfor payment under these
guarantees. Also, in connection with transit carttavenTek may be liable for liquidated damagasc@dculated under the contracts) related
to delays in completion of the contracts. (See "Mkl in Item 7 under "Liquidity and Capital Resoest).

VenTek had one contract with a transit authorityolitrepresented approximately 10% of the Trust/'smaes.

THERE IS NO ASSURANCE THAT THE TRUST'S BUSINESS SAREGY, WHEN DETERMINED, WILL BE SUCCESSFULLY
IMPLEMENTED AND THAT REPLACEMENT ASSETS, IF ANY, WIL PROVIDE GREATER RETURNS

The Trust's assets are real estate propertieshwilaice been difficult to sell at attractive pricas,well as a significant amount of cash
available for distribution or investment or for useconnection with a possible business combinatiofrebruary 2002, the Board of Trustees
decided to proceed with the proposed transactibard can be no assurance that the proposed tremsadt be consummated. If the

proposed transaction is not consummated, the Bafardustees will have to renew its deliberationd aalect and execute a new business
strategy, which might involve the use of the Tauavailable cash for acquisition of new investmenigre can be no assurance that any such
new business strategy, when determined, will beessfully implemented and that replacement aséetsy, will provide greater returns to

the shareholders than either the current stattlsegoroposed transaction.
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RISK ASSOCIATED WITH INVESTMENT IN REMICS.

If the Trust desires to maintain its REIT statug@2002, while still maximizing its liquidity, th€rust may invest in REMICs. Depending on
the Trust's other investments, if any, at such tifme amount of the Trust's investment in REMICseassary to maintain REIT status could be
substantial. A REMIC is a vehicle that issues milds mortgage-backed securities. Investing in RESMhvolves certain risks, including the
failure of a counter-party to meet its commitmentdverse interest rate changes and the effectepépments on mortgage cash flows.
Further, the yield characteristics of REMICs diffieym those of traditional fixed-income securitigéie major differences typically include
more frequent interest and principal payments (lysu@onthly), the adjustability of interest rates)d the possibility of prepayments of
principal. The Trust may fail to recoup fully itsviestment in REMICs notwithstanding any directratiiect governmental agency or other
guarantee. REMICs may also be less effective thiagr dypes of U.S. government securities as a megtiecking in" interest rates.

FACTORS THAT MAY CAUSE THE TRUST TO LOSE ITS NEW YO RK STOCK EXCHANGE LISTING

If the Trust were to fail to qualify as a REIT nitight lose its listing on the New York Stock ExcganWhether the Trust would lose its NY
listing would also depend on a number of factoides REIT status, including the amount and contiposof its assets. If the Trust loses its
NYSE listing, the Trust would try to have its stmlisted on another national securities exchangsh as the American Stock Exchan

OTHER LEGISLATION COULD ADVERSELY AFFECT THE TRUST' 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 resfpethe Trust's qualification as a REIT and theefral income tax consequences of such
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 Trust and caoagdrict the Trust's ability to grow.

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

There can be no assurance that the Trust has edénaad manner to qualify as a REIT for federabime tax purposes in the past or that it

so qualify in the future. Qualification as a RERvolves the application of highly technical and gbex provisions of the Code, for which
there are only limited judicial or administrativeerpretations. The complexity of these provisimngreater in the case of a stapled REIT such
as the Trust. Qualification as a REIT also involthes determination of various factual matters anclimstances not entirely within the Tru
control. In addition, the Trust's ability to qualiéis a REIT may be dependent upon its continuechptien from the anti-stapling rules of
Section 269B(a)(3) of the Code, which, if they wirapply, might prevent the Trust from qualifyiag a REIT. The "grandfathering” rules
governing Section 269B generally provide that Secfi69B(a)(3) does not apply to a stapled REIT €pkavith respect to new real property
interests as described above "--Income and Aaitif FUMI May Be Attributed to the Trust Under RatAnti-Stapling Legislation and
May Threaten REIT Status") if the REIT and its #apoperating company were stapled on June 30,.X383une 30, 1983, the Trust was
stapled with FUMI. There are, however, no judicabdministrative authorities interpreting thisagdfathering” rule. Moreover, if, for any
reason, the Trust failed to qualify as a REIT i83,%he benefit of the "grandfathering” rule woualat be available to the Trust, in which case
the Trust would not qualify as a REIT for any tabeayear from and after 1983.
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If it is determined that the Trust did not qualify a REIT during any of the preceding five fisosds, the Trust potentially could incur
corporate tax with respect to a year that is sfign to adjustment by the Internal Revenue SefViB&"). If the Trust were to fail to qualify
as a REIT, it would be subject to federal income(tacluding any applicable alternative minimum)tax its taxable income at corporate
rates. In addition, unless entitled to relief undertain statutory provisions and subject to thsewsion above regarding the impact if the
Trust failed to qualify as a REIT in 1983, the Trako would be disqualified from re-electing REIfatus for the four taxable years following
the year during which qualification is lost. Faduo qualify as a REIT would result in additiorex fiability to the Trust for the year or years
involved. In addition, the Trust would no longerreguired by the Code to pay dividends to its dmalckers. To the extent that dividends to
shareholders would have been paid in anticipatfdhe Trust's qualifying as a REIT, the Trust migktrequired to borrow funds or to
liquidate certain of its investments on disadvaatas terms to pay the applicable tax.

ADVERSE EFFECTS OF REIT MINIMUM DIVIDEND REQUIREMEN TS

In order to qualify as a REIT, the Trust is genlgregquired each year to distribute to its shardérd at least 90% of its taxable income
(excluding any net capital gain). The Trust gergiialsubject to a 4% nondeductible excise taxtmnamount, if any, by which certain
distributions paid by it with respect to any calangear are less 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 Trust intends to comply with the foregoing minim distribution requirements; however, due to ificamt tax basis net operating losses,
the Trust does not anticipate that any distribugtiatill be required in the foreseeable future. Dlisttions to shareholders by the Trust are
determined by the Trust's Board of Trustees anémipn a number of factors, including the amourdash available for distribution,
financial condition, results of operations, anyidien by the Board of Trustees to reinvest fundsaathan to distribute such funds, capital
expenditures, the annual distribution requirementer the REIT provisions of the Code and suchrdtetors as the Board of Trustees
deems relevant. For federal income tax purposssijliitions paid to shareholders may consist ofnainy income, capital gains, return of
capital, or a combination thereof. The Trust pregighareholders with annual statements as tosthbilidy of distributions. During 2001, the
Trust was not required to make any minimum distrdns to its common shareholders and made no ldigtoins to its common shareholders.
Effective with the first quarter of 2002, the BoarfdTrustees has determined to institute a $0.E0tgtly common share dividend. The first of
such dividends was declared on February 12, 20@Rjsapayable April 30, 2002 to shareholders obrémn March 31, 2002.

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

The Trust's investments in real properties areesittp the risks inherent in owning real estates hderlying value of the Trust's real estate
investments, the results of its operations andhtbty to make distributions to its shareholdensl &0 pay amounts due on its indebtedness
depend on its ability to operate its properties erahage its other investments in a manner suffit@maintain or increase revenues and to
generate sufficient revenues in excess of its ¢ipgrand other expenses.
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ILLIQUIDITY OF REAL ESTATE

Real estate investments are relatively illiquideTrust's ability to vary its real estate portfaliaresponse to changes in economic and other
conditions will therefore be limited. If the Trudtcides to sell an investment, no assurance cagiver that the Trust will be able to dispose
of it in the time period it desires or that theesaprice of any investment will recoup or exceedldmount of the Trust's investment.

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

The Trust's real estate investments are all subjaetal property taxes. The real property taxeproperties which the Trust owns may
increase or decrease as property tax rates chagesahe value of the properties are assessedssassed by taxing authorities. Increases ir
property taxes may have an adverse effect on th&t @nd its ability to pay dividends to sharehdddmrd to pay amounts due on its
indebtedness.

ENVIRONMENTAL LIABILITIES

The obligation to pay for the cost of complyinglwéxisting environmental laws, ordinances and i#gpis, as well as the cost of complying
with future legislation, may affect the operatirgsts of the Trust. Under various federal, statelacal environmental laws, ordinances and
regulations, a current or previous owner or operatoeal property may be liable for the costserhpval or remediation of hazardous or toxic
substances on or under the property. Environméaead often impose liability whether or not the owoe operator knew of, or was
responsible for, the presence of such hazardotexiar substances and whether or not such substaniggsated from the property. In
addition, the presence of hazardous or toxic snbstg or the failure to remediate such propertpgry, may adversely affect the Trust's
ability to borrow by using such real property aliateral. The Trust maintains insurance relategdtential environmental issues on its cur
and previously owned properties.

Certain environmental laws and common law prinageuld be used to impose liability for releasehadardous 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 mateEaldronmental laws may also impose
restrictions on the use or transfer of property tiese restrictions may require expendituresoimection with the ownership and operation
of any of the Trust's properties, the Trust, FUMd @he other lessees of these properties may lnle fiar any such costs. The cost of
defending against claims of liability or remedigticontaminated property and the cost of complyiity environmental laws could materially
adversely affect the Trust and FUMI and their &ptio pay amounts due on their indebtedness ardredipect to the Trust, to pay dividends
to its shareholders.

Prior to undertaking major transactions, the Thast hired independent environmental experts t@vespecific properties. The Trust has no
reason to believe that any environmental contanainair violation of any applicable law, statutegutation or ordinance governing hazard

or toxic substances has occurred or is occurrirogvéver, no assurance can be given that hazarddogiorsubstances are not located on any
of the properties. The Trust will also endeavoptotect itself from acquiring contaminated propestor properties with significant
compliance problems by obtaining site assessmewitp@perty reports at the time of acquisition wheteems such investigations to be
appropriate. There is no guarantee, however, lieget measures will successfully insulate the Trast all such liabilities.
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An environmental assessment of the Park Plaza iftitified the potential for asbestos to be presetite resilient vinyl floor tiles in retail
tenant storage areas and service corridors arkindoling tower fill. A third party consultant adnded that it was unlikely but possible that
non-friable asbestos was present in these are#fserRhan incurring the expense of testing to elate the possibility of asbestos being
present, the consultant recommended a standardtaper and maintenance plan based on EPA guidance.

COMPLIANCE WITH THE ADA MAY AFFECT EXPECTED DISTRIB UTIONS TO THE TRUST'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 persongefmiaation that the Trust is not in compliancehwitie ADA could also result in the
imposition of fines and/or an award of damagesrivage litigants. If the Trust were required to reakodifications to comply with the ADA,
there could be a material adverse effect on itityabd pay amounts due on its indebtedness olodividends to its shareholders.

UNINSURED AND UNDERINSURED LOSSES

The Trust may not be able to insure its properggnst losses of a catastrophic nature, suchrdgjeakes and floods, because such losses
are uninsurable or not economically insurable. Thest will use its discretion in determining amagrtoverage limits and deductibility
provisions of insurance, with a view to maintainaggpropriate insurance coverage on its investrmardgeasonable cost and on suitable
terms. This may result in insurance coverage thdhe event of a substantial loss, would not éaent to pay the full current market value
or current replacement cost of the lost investnamat also may result in certain losses being totalipsured. Inflation, changes in building
codes, zoning or other land use ordinances, envienital considerations, lender imposed restrictamsother factors also might make it not
feasible to use insurance proceeds to replacertpegy after such property has been damaged tnoges. Under such circumstances, the
insurance proceeds, if any, received by the Trughtmot be adequate to restore its economic positith respect to such property.

The Trust's property insurance coverage, whichrezpn November 2002, as it relates to claims ahbgeerrorist incidents is limited to $1
million per occurrence and $5 million in the aggty

INABILITY TO REFINANCE

The Trust is subject to the normal risks associati¢il debt and preferred stock financings, inclygdihe risk that the Trust's cash flow will be
insufficient to meet required payments of princiaatl interest and distributions, the risk that btddness on its properties, or unsecured
indebtedness, will not be able to be renewed, deparefinanced when due or that the terms of angwal or refinancing will not be as
favorable as the terms of such indebtedness. [Tthst were unable to refinance the indebtednesscoeptable terms, or at all, the Trust
might be forced to dispose of one or more of itspprties on disadvantageous terms, which mighttresiosses to the Trust, which losses
could have a material adverse effect on the Tmdtis ability to pay dividends to shareholders tmgay amounts due on its indebtedness.
Furthermore, if a property is mortgaged to secasgnent of indebtedness and the Trust is unablestet mortgage payments, the mortgagor
could foreclose upon the property, appoint a remeind receive an assignment of rents and leagagsue other remedies, all with a
consequent loss of revenues and asset value Toulse Foreclosures could also create taxable imoaithout accompanying cash proceeds,
thereby hindering the Trust's ability to meet tHelRdistribution requirements of the Code.
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RISING INTEREST RATES

The Trust has incurred and may in the future incdebtedness that bears interest at variable ratesrdingly, increases in interest rates
would increase the Trust's interest costs (to ¥tent that the related indebtedness was not pexdddmny interest rate protection arrangements),
which could have a material adverse effect on tlustland its ability to pay dividends to sharehoddend to pay amounts due on its
indebtedness or cause the Trust to be in defadkiucertain debt instruments. In addition, an iasesin market interest rates may cause
holders to sell their shares of beneficial inteodghe Trust (“Common Shares") and reinvest tleeg@eds thereof in higher yielding securities,
which could adversely affect the market price fer Common Shares.

RESULTS OF OPERATIONS ADVERSELY AFFECTED BY FACTORS BEYOND THE TRUST'S CONTROL
Results of operations of the Trust's properties begdversely affected by, among other things:

- changes in national economic conditions, chamgéscal market conditions due to changes in gdrarbbcal economic conditions and
neighborhood characteristics;

- 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 fisdatlies;

- adverse changes in zoning and other land use &vds

- earthquakes and other natural disasters (whighresault in uninsured losses) and other factorsiwhre beyond its control.
PAYMENT OF GOTHAM EXPENSES DUE TO TERMINATION OF ME RGER AGREEMENT

In the event that the merger agreement is terminde to certain circumstances, the Trust may hapay the expenses of Gotham in
connection with the proposed transaction. The alibg to pay Gotham's expenses could be triggeyetiéotermination of the merger
agreement with respect to any one of the followimgumstances:

- If the Trust's shareholders fail to approve thegar agreement and the transactions contemplateelunder by a majority vote of the
Common Shares.

- If the Trust determines to enter into a defirgtagreement with another party providing for aruition transaction other than the proposed
transaction, which is deemed by the Board of Tesste be superior to the proposed transaction.
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- With respect to certain representations, wareanr covenants in the merger agreement, if thet Tnaterially breaches these
representations, warranties or covenants excepidfbreaches were from failures as would not reslsly be expected to result, individually
or in the aggregate, in monetary liability gredtem or equal to $65 million; and, with respectéotain other representations, warranties or
covenants relating to the capitalization of thestrthe authority of the Trust to enter into thergee agreement and the Trust's non-
contravention and compliance with certain agreemehthe Trust breaches these representationsamtés or covenants.

- If the Board of Trustees of the Trust has withhtaor adversely amended in any material respeapipgsoval or recommendation to the
Trust's shareholders of the merger agreement drahsactions contemplated thereby, other thaexkecise of the subscription rights or the
Note election described in Item 7 below under "Pheposed Transactior

CAUTIONARY STATEMENTS CONCERNING FORWARD-LOOKING ST ATEMENTS

Any statements in this report, including any staata in the documents that are incorporated byeraée 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 terminologycuas "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 orcgdied or projected events, results or
conditions. Such forward-looking statements areeddpnt on assumptions, data or methods that mancbeect or imprecise and they may
be incapable of being realized. Such forward-loglstatements include statements with respect to:

- the declaration or payment of distributions by ffrust or FUMI,

- the consummation of or the failure to consumntia¢éeproposed transaction;

- the ownership, management and operation of ptieger

- potential acquisitions or dispositions of proest assets or other businesses by the Trust orlFUM

- the policies of the Trust or FUMI regarding intreents, acquisitions, dispositions, financings atiér matters,
- the qualification of the Trust as a REIT under @ode and the "grandfathering” rules under Se@&9B of the Code,
- the real estate industry and real estate maikefsneral,

- the availability of debt and equity financing,

- interest rates,

- general economic conditions,

- supply and customer demand,

- trends affecting the Trust or FUMI,
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- the effect of acquisitions or dispositions onitajzation and financial flexibility,

- the anticipated performance of the Trust or Flid of acquired properties and businesses, inaydiithout limitation, statements
regarding anticipated revenues, cash flows, furmte foperations, earnings before interest, depieciaind amortization, property net
operating income, operating or profit margins aasgtivity to economic downturns or anticipatedwtto or improvements in any of the
foregoing, and

- the ability of the Trust or FUMI and of acquirprbperties and businesses to grow.

Shareholders are cautioned that, while forward-logpktatements reflect the respective companiexd fmith beliefs, they are not guarantees
of future performance and they involve known anlnawn risks and uncertainties. Actual results miéfgdmaterially from those in the
forward-looking statements as a result of vari@addrs. The information contained or incorporatgeddference in this report and any
amendment hereof, including, without limitatione tinformation set forth in "Risk Factors" abovearoany risk factors in documents that are
incorporated by reference in this report, idengifi@portant factors that could cause such diffegenbleither the Trust nor FUMI undertakes
any obligation to publicly release the results mf eevisions to these forward-looking statemends thay reflect any future events or
circumstances.
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ITEM 2. PROPERTIES

The following table sets forth certain informatiaating to the Trust's investments at DecembeBQ].:

Square Year Total
Date of Ownership  feet(l) Occupancy construction  cost
Direct equity investments Location ac quisition  percentage  (000)  rate(2) completed (000)
Shopping Mall:
Park Plaza Little Rock, AR 09/01/97 100 548 87 1988 $ 64,561
Office Building:
Circle Tower Indianapolis, IN 10/16/74 100 102 87 1930 5,714
$ 70,275

Mortgage Loan

Ba lance  Principal
Original at repayment
balance 12/ 31/01 for 2002 Interest Year of
Direct equity investments rate maturity

(000) ( 000) (000)

Shopping Mall:

Park Plaza $ 42,500 (3) $ 42,078 $ 297 8.69% 2030

Office Building:
Circle Tower

Total equity investments

(1) The square footage shown represents grosshleas@a for the shopping mall and net rentable fimethe office building.
(2) Occupancy rates shown are as of December 81, 20d are based on the total square feet of magterty.

(3) In 2000, the Trust obtained a $42,500,000 naggon the Park Plaza Mall.

As of December 31, 2001, the Trust owned in femitrest in Park Plaza Mall. The Trust holds a&wld interest in a ground lease at Circle
Tower, which ground lease expires in 2009, wittoption for an additional 99 years, which has bear@sed.

VenTek leases a 16,256 square foot facility locaie@etaluma, CA. The annual rent is $142,000 heddase expires in February 2003.
The occupancy rate of Park Plaza Mall at Decembe2B01, 2000, 1999, 1998 and 1997 was 87%, 87@861000% and 99%, respectively.

Park Plaza Mall has one tenant, (whose businessais clothing sales), which occupies 12% of thitable square footage of the mall. Their
annual base rent is $801,292. Their lease expiréspoil 30, 2005 and there are no renewal options.

The average effective annual rental per squaredoBtark Plaza Mall for the years ended Decembg2@11, 2000 and 1999 was $28.37,
$28.30 and $25.45, respectively.

The realty tax rate and annual realty taxes fok Péiza Mall were 6.8% and $795,000, respectively.

The following table presents, as of December 30128cheduled lease expirations with respect tk Piiza Mall for the next 10 years,
assuming that none of the tenants exercise reregiains or termination rights:

Percentage of
Annualized Base

Number of Annualized Approximate  Rent Represented
Year Ending Leases Base Rent of Square Feet of By Expiring
December 31, Expiring Expiring Leases Expiring Leases Leases (1)
2002 6 $ 287,606 13,805 4.39%
2003 13 1,012,848 37,779 15.45%
2004 2 468,723 18,613 7.15%
2005 11 1,327,406 44,889 20.24%
2006 5 281,048 9,446 4.29%
2007 5 379,064 13,963 5.78%
2008 13 1,116,962 41,544 17.04%
2009 10 780,441 20,983 11.90%



2010 6 462,818 14,468 7.06%
2011 5 396,873 12,785 6.05%

Total 76 $6,513,789 228,275 99.35%

(1) Based upon 2002 annualized base rent of $@B656,
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ITEM 3. LEGAL PROCEEDINGS.
PEACH TREE MALL LITIGATION

The Trust, as one Plaintiff in a class action cosgaoof numerous businesses and individuals, hasipdiegal action against the State of
California associated with the 1986 flood of SuBettes Center, formerly Peach Tree Mall. In Sefend991, the court ruled in favor of the
plaintiffs on the liability portion of the inversmndemnation suit, which the State of Californipegded. In the third quarter of 1999, the 1991
ruling in favor of the Trust and the other plaifgtifvas reversed by the State of California App€alsrt, which remanded the case to the trial
court for further proceedings. After the remandhi® trial court, the Trust and the other plaintidttermined to pursue a retrial before the
court. The retrial of the litigation commenced Reby 2001 and was completed July 2001. In Noveribed, the trial court issued a decis
that generally holds in favor of the State of Qatifia. In February 2002, the Plaintiffs in the chigal a notice of appeal of the ruling of the
trial court. The Trust is unable to predict at tiiise whether or not it will recover any amountitsfdamage claims in this legal proceeding.

CUNNINGHAM V. FRIEDMAN, ET AL.

On July 12, 2000, a complaint was filed by a putgdshareholder of the Trust in the Court of ComsnBleas of Cuyahoga County, Ohio
(Donald Cunningham v. Friedman, et al.) in conmectiith the Asset Sale to Radiant Investors LLCadRnt") (the "Cunningham lawsuit").
The Cunningham Lawsuit was a purported class attionght on behalf of all shareholders of the Trirsthe complaint, plaintiffs alleged
that the terms of the asset sale to Radiant wefgriand that the Trust's officers and trusteeadined their fiduciary duties to the Trust's
shareholders by agreeing to a transaction thadiad maximize shareholder value. Specifically,|f#vesuit alleged that Radiant, as a party to
an asset management agreement between RadiargBatihC and the Trust was made privy to insiderimfation regarding the Trust's as:
and this allowed Radiant to negotiate the purclofsiee most valuable assets of the Trust at thesbywossible price, to the detriment of
Trust's shareholders. The complaint alleged thdid® and the Trust were not engaging in arm'stlenggotiations and that Radiant was
acting in its own self interest at the expenséefinterests of the Trust's shareholders. Additipntne complaint alleged that Radiant had
material conflicts of interest. The lawsuit soughgliminary and permanent injunctive relief agatfst consummation of the asset sale,
rescission of the Asset Sale if it were consummatatiunspecified damages, costs and attorney's fees

On November 15, 2000, the plaintiffs and defendantee Cunningham Lawsuit stipulated to a statheflitigation in favor of a similar
purported class action that had been filed on 222000 in New York Supreme Court, County of Newrk( against the same defendants by
a purported shareholder of the Trust in conneatiith the Asset Sale to Radiant (Brickell PartnerEnedman, et al.) ("Brickell Lawsuit").

On August 21, 2001, the plaintiffs and defendanthé Brickell Lawsuit filed a stipulated dismissdlthe named plaintiffs’ complaint with
prejudice. On November 12, 2001, the plaintiffshia Cunningham Lawsuit filed a notice of dismissfahe litigation. The notice of dismiss
states that such is without prejudice to the piffshtights to refile the lawsuit on a later datde Trust has received no indication from the
plaintiffs that they intend to do so, however.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
No matters were submitted to a vote of securitgl@rd during the fourth quarter of 20t
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PART Il
ITEM 5. MARKET FOR TRUST'S COMMON EQUITY AND RELATE D SHAREHOLDER MATTERS.

MARKET PRICE AND DIVIDEND RECORD

Dividends
2001 Quarters Ended High Low Declared
December 31 $ 2.56 $ 2.20 $
September 30 2.75 2.23 -
June 30 2.62 2.16 -
March 31 2.85 2.38 -
$
2000 Quarters Ended
December 31 $ 281 $ 2.25 $
September 30 3.06 2.25 -
June 30 3.06 2.25 -
March 31 5.00 2.44 1.124
$1.124

The Trust's shares are traded on the New York Sackange (Ticker Symbol:
FUR). As of December 31, 2001, there were 2,39&rtwlders of the Common Shares. The Trust estanhtetotal number of beneficial
owners at approximately 6,400.

During 2001, the Trust was not required to makeraimimum distributions to its common shareholdersngintain its REIT status and, in
fact, made no distributions to its common sharedisichowever, the Trust will resume paying a quirgividend of $0.10 on each of its
Common Shares. The next dividend will be payablépril 30, 2002 to shareholders of record on Ma3ih2002.
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ITEM 6. SELECTED FINANCIAL DATA

OPERATING RESULTS

Revenues

(Loss) income before write-down of investment, unre
on carrying value of assets identified for di
gains on sale of real estate, extraordinary |
from discontinued operations and preferred di

Write down of investment (3)

Unrealized loss on carrying value of assets
identified for disposition

Gains on sale of real estate

Income (loss) before extraordinary loss, loss from
discontinued operations and preferred dividen

Extraordinary loss from early extinguishment of deb

Loss from discontinued operations (1)

Net income (loss) before preferred
dividend

Net income (loss) applicable to shares of
beneficial interest

Dividends declared for shares of beneficial interes

Per share of beneficial interest

Income (loss) before extraordinary loss and loss fr
discontinued operations, basic

Extraordinary loss from early extinguishment of deb

Loss from discontinued operations, basic (1)

Net income (loss) applicable to shares of beneficia
basic

Income (loss) before extraordinary loss and loss fr
discontinued operations, diluted

Extraordinary loss from early extinguishment of deb

Loss from discontinued operations, diluted (1)

Net income (loss) applicable to shares of beneficia
diluted

Dividends declared per share of beneficial interest

FINANCIAL POSITION AT YEAR END
Total assets
Long-term obligations (5)
Total equity

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

2001 2000 1999

$ 31,391 $ 67,265 $120,77
alized loss

sposition,
oss, loss
vidends (2,266) (10,632) (12,49
(11,463) -
- (19,150) (9,80
30,096 76,114 28,33
ds 16,367 46,332 6,04
t (4) (889)  (6,065) (5,50
- - (6,83
15,478 40,267 (6,30
13,410 37,817 (9,13
t - 6,583 13,16
om

$ 039 $ 107 $ 00
t, basic (4) (0.02) (0.15) 0.1
- - (0.1
| interest,
0.37 0.92 (0.2
om
$ 039 $ 098 $ 0.0
t, diluted (4) (0.02) (0.13) (0.1
- - (0.1
| interest,
0.37 0.85 (0.2
- 1.124 0.3

$ 185,669 $462,598 $502,79
54,616 171,310 207,58
122,168 120,383 169,71
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1998 (2)

1997

4 $148,062 $110,539

4) (27,769) 7,278

0) (36,000) -
4 10,346 1,468

0 (53,423) 8,746
8) (2,399)  (226)
6) (27,696) (2,844)
4) (83518) 5,676

7)  (86,517) 845
6 3478 11,651

©

$ (1.83) $ 0.16
4)  (0.08)  (0.01)
8) (0.90) (0.12)

4) (2.81) 003

8 $ (1.83) $ 0.16
4)  (0.08) (0.01)
8) (0.90) (0.12)
4) (2.81) 003

1 0.11 0.44

2 $742,623 $734,984
9 357,580 458,637
0 150,696 235,310



ITEM 6. SELECTED FINANCIAL DATA.
This Selected Financial Data should be read inwmtjon with the Combined Financial Statements dates thereto.

(1) The results of Impark have been classifiedissothitinued operations for 2000, 1999, 1998 and’ 188 Impark was spun off to the
shareholders of the Trust in 2000. In 1998, Impadognized a $15.0 million reduction of goodwill.

(2) In 1998, the loss before unrealized loss oryaag value of assets identified for dispositiordampaired assets, gains on sales of real
estate, extraordinary loss, loss from discontinygerations and preferred dividend included expea&&47.6 million related to the proxy
contest and the resulting change in the compositiadhe Trust's Board of Trustees.

(3) In 2001, the Trust wrote off $11.5 million, thatire balance, of its warrants and preferredksitmeestment in HQ Global Holdings, Inc.,
including accrued dividends.

(4) In 2001, the Trust recognized a $0.9 milliotraardinary loss from early extinguishment of ded#ating to the first mortgage debt which
was assumed as part of the sale of assets to Raavastors LLC. In 2000, the Trust repaid a $1ibion deferred obligation resulting in a
prepayment penalty of $3.1 million and also recegdian extraordinary loss on the early extinguisttroédebt of $2.4 million in connection
with the sale of Crossroads Mall and $0.6 millinrconnection with the sale of the Huntington Gardgd 999, the Trust repaid $46.0 million
in mortgage debt resulting in a prepayment per@l$5.5 million. In 1998, the Trust repaid approzgiely $87.5 million of its 8 7/8% Senior
Notes resulting in $1.6 million in unamortized isstosts and solicitation fees being expensed. Aisb998, the Trust renegotiated its b
agreement and a $90.0 million note payable reguitir$0.8 million of deferred costs being expended.997, the Trust renegotiated its bank
credit agreements, resulting in a $0.2 million gearelated to the write-off of unamortized costs.

(5) Included in long-term obligations are seniotasoand mortgage loans. Bank loans are classifiéong-term for 1997.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS.
FINANCIAL CONDITION AND PROPOSED TRANSACTION
2001 TRANSACTIONS

In March 2001, the Trust sold a significant portadrits remaining real estate assets (the "PurchAssets") to Radiant Investors, LLC
("Purchaser"), for an aggregate sales price of $2lln. At the closing of this transaction, thales price of $205 million was reduced by
$20.6 million, which was the net sales price realiby the Trust from the sale of the Huntingtona@arwhich was sold in December 2000 to
another party and which had been part of the agéeempntract sales price of $205 million. The Treseived approximately $192 million in
aggregate consideration for the Purchased Asdetsthé payment of expenses, and net operatingria@nd other adjustments, but not
including operating income and expense prorati@fishe $192 million, approximately $62 million (ilncling the proceeds from the
Huntington Garage sale and North Valley financiwgy in cash, $7 million was in the form of a bridgan and approximately $123 million
was for the assumption or repayment of mortgagehitetiness on the Purchased Assets. The $7 millidgebloan had a four-month term.
The interest rate on the loan was 11% per annunwassdsecured by cross-collateralized first mortgagetwo properties. The loan was
repaid in two installments: $2.2 million was paidJune 2001 and $4.8 million was paid in July 200t Trust recognized a gain on the sale
of approximately $30.1 million and an extraordinlrys on early extinguishment of debt of $0.9 mifli The Trust had previously recordec
December of 2000 a $19.2 million unrealized losshencarrying value of certain of the Purchasedetsss

In February 2001, in accordance with the salesesgesit, the Trust amended the mortgage loan on dinth Nalley Tech Center property to
provide for an additional $6.5 million of financinghe Purchaser assumed this obligation at cleigin accordance with the sales
agreement received a credit for the net cash pdscekthis loan received by the Trust.

In February 2001, the Board of Trustees approvedipansion of the Common Share repurchase progita@original authorization, which
occurred in August 1999, was for $20 million. TheaBd of Trustees expanded this amount by an addit&20 million to be used for share
repurchases in open market, privately negotiatesthaer types of transactions, from time to timerrasket conditions would warrant.

In April 2001, the Trust entered into separate agrents with Apollo Real Estate Investment Fund.P,. and with Bear Stearns International
Limited, and repurchased an aggregate of approrimat8 million of its Common Shares at a pric&®f375 per share. The repurchases are
part of the Common Share repurchase authorizatiwaher which the Trust had previously expended apprately $15.6 million to buy
Common Shares. As of December 31, 2001, the Tassahthority to spend approximately $13.0 milliathwespect to the Common Share
repurchase program.

At June 30, 2001, the Trust wrote off its $2.7 millinvestment in HQ Global Holdings, Inc. ("HQ"awants because of a decline in center
occupancy and other business setbacks discloskeibyhe Trust believed that the decline in estimdi#gr market value of the investment in
warrants was other than temporary. During the third fourth quarters of 2001, the Trust wrote @frémaining $8.8 million investment in
HQ preferred stock including accrued dividends aoise of continued operating losses and recenttyodisd defaults on HQ's various credit
agreements, which the Trust believed had permaniengaired the value of its investment in HQ's predd stock. In March 2002, HQ filed a
voluntary petition for a Chapter 11 Reorganizatioler the U.S. Bankruptcy Code.
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The Trust, as one Plaintiff in a class action cosgaoof humerous businesses and individuals, hasipdiegal action against the State of
California associated with the 1986 flood of SuBettes Center, formerly Peach Tree Mall. In Sefend991, the court ruled in favor of the
plaintiffs on the liability portion of the inversmndemnation suit, which the State of Californipegded. In the third quarter of 1999, the 1991
ruling in favor of the Trust and the other plaifgtifvas reversed by the State of California App€alsrt, which remanded the case to the trial
court for further proceedings. After the remandh® trial court, the Trust and the other plaintidttermined to pursue a retrial before the
court. The retrial of the litigation commenced ketry 2001 and was completed July 2001. In Nover2béd, the trial court issued a decis
that generally holds in favor of the State of Qatifia. In February 2002, the Plaintiffs in the cfilsal a notice of appeal of the ruling of the
trial court. The Trust is unable to predict at tiiise whether or not it will recover any amountitsfdamage claims in this legal proceeding.

THE PROPOSED TRANSACTION

In April 2001, the Board of Trustees of the Trustablished a Special Committee for the purposevaluating and advising the Board with
respect to proposed transactions and other podsilsieess alternatives that the Trust may purshe.Special Committee, which is compri

of Daniel J. Altobello and Bruce R. Berkowitz, ipdmdent Trustees of the Trust, retained US Bantima and Duff & Phelps LLC as its
financial advisors and Shaw Pittman LLP as its jpedtelent legal counsel. On September 21, 2001, it Signed a letter of intent with
Gotham Partners, LP ("Gotham"), a shareholderefTilust, with respect to a proposed transactiowdxmt Gotham and the Trust. William
Ackman, a principal of Gotham, is the Chairmanhef Trust. From the time of the execution of theetedf intent through the execution of the
merger agreement in February 2002, the Special Gtteamegotiated with Gotham with respect to theppsal set forth in the September
2001 letter of intent.

Under the September 21, 2001 letter of intent;Tthest's common shareholders could have receivetD#r share. Subsequent to the
execution of this letter of intent, the partiesegatiated the terms of the transaction due to atanbal reduction in value of the Trust's
investment in HQ, which reduction would have givg&otham the ability to terminate its obligationsiiflefinitive agreement had been entered
into under the terms outlined in the letter of mtélhe Trust reduced the value of its investmemii@ from approximately $8.8 million to

$4.4 million on September 30, 2001 and further cedithe value of its investment to zero as of Démer31, 2001.

On February 13, 2002, the Trust entered into andisfe agreement of merger and contribution, punst@ which the Trust agreed to merge
with and into Gotham Golf Corp. ("Gotham Golf")D&laware corporation controlled by a number of gdnailders of the Trust. If
consummated, the proposed transaction will reauté Trust's common shareholders receiving aseneansideration for each Common
Share:

- $2.20 in cash, subject to possible deductionaamount of dividends paid prior to the completiéthe proposed transaction, breaches of
representations, warranties and covenants cont&irtbeé merger agreement and costs, fees and eepassociated with obtaining certain
consents for the proposed transaction;

- a choice of (1) an additional $0.35 in cash ora@roximately 1/174th of a debt instrument (thet&) indirectly secured by the Trust's t
real estate assets; and

- three-fiftieths (3/50ths) of a non-transferabieertificated subscription right, with each subsiioin right exercisable to purchase common
stock of Gotham Golf at $20.00 per share for uprt@ggregate of approximately $41 million of comrstotk of Gotham Golf.
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The proposed transaction is subject to approvHiefTrust's shareholders. There can be no assuttaaicthe proposed transaction will be
approved by the Trust's shareholders or, if soamh, that the proposed transaction will be consatath

Under the proposed transaction

- The Trust will merge with and into Gotham Golfi@wv corporation formed by Gotham Golf Partners, (':8GP"), which is a full-service
golf-course acquirer, owner and operator. As phitth® transaction, Gotham and certain other GGRtydwplders will contribute their equity
interests in GGP to a wholly owned limited liakiltompany of Gotham Golf, in exchange for commatlsbf Gotham Golf. As a result,
after the proposed transaction, Gotham Golf wiliiectly own approximately 92.5% of the equity ne&ts in GGP, and Gotham and the o
equityholders that contributed their equity intésés GGP in the proposed transaction will own agpnately 52.55% of the shares of
Gotham Golf stock, assuming that (i) all of the stription rights to receive Gotham Golf common skare exercised and

(i) no other equity of Gotham Golf will be issued or prior to the effective time of the proposexhsaction.

- Each Note will have a face amount of $100, whschquivalent to approximately $0.575 per shard,wsifl bear interest at 11% per annum
on its face amount. The Notes will be secured pledge of two underlying loans: (1) an approxin&des million first leasehold mortgage
the Circle Tower office building in Indianapolisdiana and (2) an approximate $16.5 million mezzaivan on the Park Plaza Mall in Little
Rock, Arkansas. Holders of Notes will receive aspdsough of the economic attributes of the twoerhydng loans.

- Shareholders, who receive their proportionateeshathe Notes in the transaction and who do teattavithin 80 days thereafter to retain
them, will receive $0.35 in cash for every appreciety 1/174th share of their Notes. Gotham haseagte purchase from the issuer any
redeemed Notes for the same redemption price paidebissuer to the shareholders.

- The Notes will not be issued unless certain caissare obtained from the mortgage lender on thk Plaiza Mall and the rating agencies
originally rated the certificates backed by thstflPark Plaza Mall mortgage. If any required cotsepprovals or similar clearances with
respect to the Notes cannot be timely obtaineditbryer consideration will be adjusted to elimirtht ability for common shareholders to
elect to receive the Notes in lieu of part of thskcconsideration, and all shareholders will rezéie full cash consideration of $2.55 per
Common Share.

- Preferred shareholders of the Trust will recqiveferred shares of Gotham Golf, as provided fahaCertificate of Designations for the
preferred shares of the Trust. The existing 8.8ub¥ecured notes will remain outstanding accordintp¢ir terms and will become
obligations of Gotham Golf after the closing of thensaction.

- The Trust, Gotham and each of the members dBtad of Trustees have entered into a Voting Agesgrpursuant to which the parties
thereto have agreed to vote a collective 7,424@#8mon Shares, or approximately 21.3% of the titdtanding Common Shares, for the
approval of the proposed transaction.

- The merger is subject to certain customary ctpsionditions, including approval by the Trust's coom shareholders and receipt of certain
third-party consents.
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The Trust's approval of the merger agreement wsadoan the recommendation of a Special Committéedeppendent trustees of the Trust's
Board of Trustees. The Special Committee concludatithe transaction was in the best interesth@fTtust and the Trust's common
shareholders (other than Gotham and its affiliatesthe extent that such shareholders elect ®ive2.55 per share in cash in the merger.
The Board of Trustees of the Trust, with Mr. Acknraui participating, unanimously voted in favor loéttransaction. The Special Committee
was advised by Libra Securities, LLC and Duff & Rise LLC, and Gotham and its affiliates were addibg Mercury Partners.

INVESTORS AND SECURITY HOLDERS SHOULD READ THE DBRITIVE MERGER AGREEMENT AND THE FORM 8-K OF THE
TRUST FILED ON FEBRUARY 14, 2002 TO APPRISE THEMSEES OF THE PROPOSED TRANSACTION. IN ADDITION,
INVESTORS AND SECURITY HOLDERS ARE URGED TO READ BPROXY STATEMENT/PROSPECTUS REGARDING THE
BUSINESS COMBINATION TRANSACTION REFERENCED IN THEOREGOING INFORMATION WHEN IT BECOMES

AVAILABLE BECAUSE IT WILL CONTAIN IMPORTANT INFORMATION. The proxy statement/prospectus will be fileith the
Securities and Exchange Commission by the Trugh&o Golf and certain of their affiliates. Invest@nd security holders may obtain a free
copy of the proxy statement/prospectus (when ibbegs available) and other documents filed by thestTiGotham, GGP and Gotham Golf
with the Securities and Exchange Commission aCitmamission's web site at www.sec.gov. The proxiestant/prospectus and these other
documents may also be obtained for free from thestTr

LIQUIDITY AND CAPITAL RESOURCES
GENERAL

Unrestricted and restricted cash and cash equiatlatreased by $19.2 million (from $23.9 millior4.7 million) from December 31, 2000
to December 31, 2001.

The Trust's net cash used for operating activife5.3 million and net cash used for financing\dieés of $157.6 million more than offset
the $143.7 million of net cash provided by invegtattivities. Cash used for financing activitieslimled the repayment of $150.0 million that
had been borrowed in previous years pursuant @rsewepurchase agreements that were utilizedratvase U.S. Treasury Bills. The Trust
invests its excess cash primarily in U.S. Trea®illg and other U.S. Government Obligations. At Breber 31, 2001, the Trust owned
$116.0 million of U.S. Treasury Bills and other UGvernment Obligations. The U.S. Treasury Bilid &.S. Government Obligations are
classified as held to maturity. Cash used for faiag activities also included $2.1 million of cadiltidends to preferred shareholders, $0.4
million of mortgage amortization and $11.6 millitmrepurchase Common Shares. Cash provided bydimguactivities included $6.5 millia
of proceeds received when the Trust amended thtgag® loan on the North Valley Tech Center proptrtyrovide for additional financing.
Cash provided by investing activities consistethefreceipt of $7.0 million of principal on the dige loan to Radiant, net proceeds from the
sale of real estate of $43.6 million and the prdsdeom maturity over purchases of U.S. Treasulls Bnd other U.S. Government
Obligations of $93.9 million. Cash used for invegtactivities consisted of $0.8 million of improvents to properties.
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The Trust declared a dividend of $0.5 million (#5%er share) to Series A Cumulative Preferredetwdders in the fourth quarter of 2001.
The dividend was paid January 31, 2002 to shareh®lof record at the close of business on DeceBthe2001. In addition, the Trust paid a
dividend for the first, second and third quarte2001 of $0.5 million ($0.525 per share) per quadepreferred shareholders. During 2001,
the Trust was not required to make any minimuntithstions to its common shareholders to mainta&rREIT status and, in fact, made no
distributions to its common shareholders; howether, Trust will resume paying a quarterly dividerid0.10 on each of its Common Shares.
The next dividend will be payable on April 30, 202shareholders of record on March 31, 2002.

During the year ended December 31, 2001, the Tepsirchased 4,890,692 Common Shares for an aggreasit consideration of $11.6
million. As a result of these transactions, 34,808,Common Shares were outstanding at Decemb&081,

The Trust was not directly affected by the evefithe September 11th terrorist attacks; however giitacks have had a negative effect on the
economy which was already considered to be in@ssgon. The Trust could be affected by decliningnemic conditions as a result of

various factors that affect the real estate busiimeguding the financial condition of tenants, gmatition, and increased operating costs. The
Trust's property insurance coverage as it relatetaims caused by terrorist incidents is limitecsL million per occurrence and $5 million in
the aggregate. The Trust expects that its insuraoses will increase when its policies are reneimedovember 2002.

The Trust's most critical accounting policy relai@she evaluation of the fair value of real estatee Trust evaluates the need for an
impairment loss on its real estate assets whendtalis of impairment are present and the undiseducdsh flows are not sufficient to reco

the asset's carrying amount. The impairment loaseigsured by comparing the fair value of the assi¢$ carrying amount. In addition,
estimates are used when accounting for the allogvéaradoubtful accounts, potentially excess andlate inventory, product warranty
reserves, the percentage of completion methodoofrézing revenue and contingent liabilities, amotitgers. These estimates are susceptible
to change and actual results could differ from ¢hestimates. The effects of changes in these denagae recognized in the period they are
determined.

At the time of disposition in March 2001 of the wrdty of the Trust's properties (including all ofubt's parking properties), the Trust had not
decided to discontinue investing in parking or otm®perties. The Trust's business remains thehpise; operation and sale of real estate
properties. Therefore, the Trust did not treat emyponent of the sale as discontinued operations.
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PARK PLAZA MALL

Dillard's is the anchor department store at Paazd&Mall located in Little Rock, Arkansas. Dill&adwns its facilities in the Park Plaza Mall
and has a Construction, Operation and Reciprocsg¢iaant Agreement with a subsidiary of the Trudt¢batains an operating covenant
requiring it to operate these facilities continugues retail department stores until July 2003ldpd's and its partner, Simon Property Group,
own a parcel of land in the western part of LiRleck, Arkansas and have announced their intentidiuiid an approximately 1.3 million
square foot mall in this new location. During tivstfquarter of 2001, the Little Rock Board of Qiters re-approved zoning which would
permit the construction of this new mall. Althoutlpie Trust does not believe that the proposed nelhvisneconomically feasible, in the event
that the new mall is built, Dillard's may declireeeixtend or renew its operating covenant and oceeeating its stores at the Park Plaza Mall.
In the event Dillard's leaves Park Plaza Mall andsdnot sell or lease its two stores to comparatthor tenants, the value of Park Plaza |
would be materially and adversely affected dudnéodecline in traffic and sales volume at the FRalza Mall, and the likely departure of
many of the Park Plaza Mall tenants pursuant tty éamination provisions of their leases that nbaytriggered by the departure of Dillard's.
The Park Plaza Mall property is financed by a semortgage loan. The loss of an anchor tenantsigraficant number of other Park Plaza
Mall tenants could result in an event of defauldemthe senior mortgage.

Legal actions have been taken by local citizermserse the decision of the Little Rock Board afedtors with respect to the construction of
the proposed new mall. A trial occurred at the ehBebruary 2002 to determine whether the actidribeocity directors in permitting the
construction of the new mall are valid and whethercity directors are obligated to let a referendieeking to overturn their actions be vc
upon the voters of Little Rock. The trial courtigpected to rule on these matters shortly. ThetTras been closely monitoring the litigation
and, although not a party to the litigation, hagended significant funds in support of a localzeiti's effort to reverse the decision of the L
Rock Board of Directors.

In addition to the proposed new mall, the Trustdwels that the Simon Property Group is simultanlgdnsestigating the alternative of
developing a new, smaller mall, at a different tawa If this were to occur, Dillard's would mo#itdly maintain at least one store at Park
Plaza Mall. There can be no assurance, howeverDitlard's would do so or that the opening of thesv, smaller mall, if it occurs, would not
have a material adverse effect on the value oPtr& Plaza Mall.

Regardless of whether the proposed new mall is, writler the terms of the operating covenant irofrerating agreement, Dillard's has no
obligation to maintain its operations at the PddeR Mall beyond July 2003. Dillard's has been appihed to extend the operating covenant
under the operating agreement, but to date, itéfased to do so. In the event that Dillard's dogsmaintain its presence as an anchor stc
Park Plaza Mall, the value of the Park Plaza Mallild be materially and adversely affected as wetriggering a loss of revenue at the Park
Plaza Mall and the potential for an event of defanber the senior mortgage. There can be no assithat Dillard's will extend or renew its
operating covenant under the operating agreemetgrors acceptable to the Trust.

With respect to capital improvements, the Trushestes that the Park Plaza Mall will need to repaireplace its roof at a cost of
approximately $0.8 million to $1.2 million. The Btuplans to perform the repair or replacement dwvemnext three years.
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VENTEK

FUMI's subsidiary VenTek, a manufacturer of tratisketing and parking equipment, has continueith¢ar significant operating losses. A
new management firm was engaged by the Trust irDber 2000 with the objective of improving operatiesults; however, unless VenTek
is awarded significant new parking and/or trariskedting contracts, it is unlikely that the new rmagers will be able to achieve this objective.
In addition, the Trust has provided performancerguiees for two contracts between VenTek and transhorities, which contracts are in
amounts of $6.2 million and $5.3 million. These traats are for the manufacturing, installation amintenance of transit ticket vending
equipment manufactured by VenTek. The guaranteeardicipated to expire over the next two to threars based upon projected comple
dates anticipated by VenTek and the transit autikeriAs of March 15, 2002, no amounts had beewragainst these guarantees. Since
these projects are entering their final stages,agament does not anticipate that payment will hay@e made under the guarantees; how:

if VenTek is unable to perform in accordance witbse contracts and subsequent change orders,usenay be responsible for partial
payment under these guarantees.

Also, in connection with transit contracts, VenTely be liable for liquidated damages related taykeln completion of the contracts.
Liguidated damages have been asserted on two ctmthdanagement of VenTek disagrees with the lidgalculating the liquidated
damages and does not believe it owes any signifem@ount.

A summary of the Trust's borrowings and repaymianing is as follows (in millions):

Payments Due by Period

Lessthan 1-3 4-5 After 5
Contractual Obligations Total 1 Year Years Years Years
Mortgage loan payable $42.1 $0.3 $1.0 $0.8 $40.0
Senior notes $12.5 $ - $12.5 $ - $ -
Total $54.6 $0.3 $13.5 $0.8 $40.0

RESULTS OF OPERATIONS - 2001 VERSUS 2000

Net income applicable to Common Shares for the gaded December 31, 2001 was $13.4 million as cozdga net income of $37

million for the year ended December 31, 2000. Rebme for the year ended December 31, 2001 incladedte-down of an investment in
preferred stock and warrants to purchase commaesied HQ of $11.5 million. Net income for the yesnded December 31, 2000 include
$19.2 million impairment loss on certain of theedsswvhich the Trust had agreed to sell to the Ragehat a sales price that was less than net
book value at December 31, 2000. The PurchasedsAssee sold in March 2001. Net income for the yavated December 31, 2001 inclus
a gain on sale of real estate of approximately B&tlllion compared to gains of $76.1 million in tbemparable period of 2000. The gain for
the year ended December 31, 2001 related to theo$tihe Purchased Assets. The gain for the yadeceBecember 31, 2000 included $58.7
million related to the sale of Crossroads Mall 2pillion from the sale of the joint venture intetén Temple Mall, $16.1 million from the
sale of Huntington Garage and $0.1 million from $laée of other assets. Net income for the yeardeBdeember 31, 2001 included a $0.9
million extraordinary loss from early extinguishmei debt relating to the first mortgage debt whigdis assumed as part of the sale of the
Purchased Assets. Net income for the year endedrbtger 31, 2000 included a $3.1 million extraordirass from early extinguishment of
debt relating to the payoff of the Trust's deferobtigation of $10.6 million and a $2.4 million B&om early extinguishment of debt relating
to the first mortgage debt which was assumed asopéne sale of Crossroads Mall and a $0.6 millmss from early extinguishment of debt
related to the sale of Huntington Garage.
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Interest and dividends decreased during the yededeBecember 31, 2001, as compared to 2000. Theakecis a result of lower amounts
invested and lower interest rates between the gerio

Property net operating income, which is rent lasperty operating expenses and real estate tageseabed for the year ended December 31,
2001 to $10.5 million from $29.8 million in 2000h& decrease was attributable to the sale of priepen March 2001.

Property net operating income for the Trust's reingireal estate properties for the year ended ibbee 31, 2001 decreased by $1.2 million.
The decrease was attributable mainly to an incrizasperating expenses at Park Plaza Mall. Thesas® in operating expenses was prim
due to $0.7 million of costs incurred in connectiuith the matters described above in the Park Pléedhsection. Rental income remained
relatively constant at both properties.

Depreciation and amortization, and mortgage loterést expense decreased from 2000 to 2001 dhe s&ate of properties in March 2001.
With respect to the remaining properties, deprémiadnd amortization expense increased slightlytdumprovements to properties.
Mortgage interest expense increased with respabetoemaining properties as a result of a firsttgage loan that was obtained on the Park
Plaza Mall in April 2000.

Interest expense relating to notes payable deatehseto the repayment of reverse repurchase agresnm January 2001.

General and administrative expenses decreased.6yrilion from 2000 to 2001, primarily due to seaece expenses incurred during 2000.
Included in general and administrative expensethiyear ended December 31, 2001 are $0.9 mitficransaction costs related to the
Gotham proposal and $1.0 million to a firm thagpisviding management services to VenTek. Includegkineral and administrative expenses
for the year ended December 31, 2000 are approgiynd®.7 million of stay bonuses and severance esgen addition, general and
administrative expenses decreased due to salarguantiead savings as a result of the Trust outsmyits management functions and a
decrease in legal expense and accounting fees.

FUMI's manufacturing facility, VenTek, incurred atrioss of $1.6 million for the year ended Decen8%r2001, as compared to a net loss of
approximately $3.1 million for the year ended Debenm31, 2000. The net loss for 2001 includes apprately $0.4 million in credits
estimated to be issued in connection with contrantsa $0.3 million inventory valuation adjustmemitjch is primarily related to
discontinued parking models and FUMI's transitdiakg equipment inventory. In October 2001, Vendekided to terminate eleven
employees who were principally engaged in the pctdan of transit ticketing equipment. Severanceamsge of less than $0.1 million was
incurred in the fourth quarter of 2001 and stayus@s for selected remaining employees are expaxtesult in a charge of approximately
$0.1 million over a one year period, beginningha fourth quarter of 2001. In addition, in Februa®92 an additional eight employees were
terminated. These employees were involved in Hwtproduction of transit ticketing and parking gumént, as well as administrative
functions. Severance expenses of less than $0libmaill be recorded during the first quarter d&¥@2. The backlog for VenTek is
approximately $1.3 million at December 31, 2001clBag represents products or services that VenTelsomers have committed by
contract to purchase. VenTek's backlog is subgefitittuations and is not necessarily indicativéub@ire sales. A failure to replace backlog
could result in lower revenues.
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RESULTS OF OPERATIONS - 2000 VERSUS 1999

Net income applicable to Common Shares before disuged operations for 2000 was $37.8 million ampared to a net loss befc
discontinued operations of $2.3 million for 199%thkhcome before discontinued operations for 2@@0ded gains on sale of real estate of
$76.1 million compared to gains on sale of reatesdf $28.3 million in 1999. Gains on sale of resthte for 2000 included $58.7 million
related to the sale of Crossroads Mall, $1.2 mmilfimm the sale of the joint venture interest imipde Mall, $16.1 million from the sale of the
Huntington Garage and a net $0.1 million from thke ®f other assets. Gains on sale of real esiate909 included $8.7 million from the sale
of eight apartment complexes, $19.4 million frora Hale of six shopping malls and one shopping cama $0.2 million from the sale of six
shopping malls in December 1999. Net income bedtgeontinued operations for 2000 included a $3 lioniextraordinary loss from early
extinguishment of debt relating to the payoff of firust's deferred obligation of $10.6 million,24smillion loss from early extinguishment
of debt relating to the first mortgage debt whichsvassumed as part of the sale of the Crossroaliamdza $0.6 million loss from early
extinguishment of debt related to the sale of thatihigton Garage. Net loss before discontinuedaifmers for 1999 included a $5.5 million
extraordinary loss from early extinguishment of teltating to mortgage debt repaid because it wassccollateralized with the mortgages on
six shopping malls which were sold in December 198£ income before discontinued operations for2d@luded a $19.2 million
impairment loss on certain of the assets whichTtust had agreed to sell to Purchaser at a sales that was less than net book value at
December 31, 2000. The Purchased Assets werersMdrich 2001. The Trust recognized a gain of apprately $30.1 million on the sale
Purchaser during the first quarter of 2001. Nes$ losfore discontinued operations for 1999 inclual&®.8 million unrealized loss on the
carrying value of assets identified for sale angaired assets.

Mortgage loan investment income declined when caimg&000 to 1999. The decline in interest inconaswaused 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 was due tohstinent of proceeds received from
the 1999 property sales and the leveraged purafddeS. Treasury Bills utilizing reverse repurchaggeements.

Property net operating income, which is definedess less operating expenses and real estate tte@®ased to $29.8 million in 2000 from
$63.7 million in 1999. The decrease was attribitablthe sale of properties in 1999 and the sa@ro$sroads Mall in April 2000. Property
net operating income for the properties in thefpbatin 2000 and 1999 increased by $0.9 millioheTincrease was attributable to an incre

in revenues of $1.2 million and a decrease in dpgy@&xpenses of $0.1 million which was patrtialffset by an increase in real estate taxes of
$0.4 million. Revenues increased by $1.2 milliongooperties in the portfolio in 2000 and 1999nmarily due to an increase in rental rates at
Park Plaza Mall and Two Rivers and an increaseaupancy at Westgate Town Center, Two Rivers amthN¢alley, which was partially
offset by a decrease in occupancy at 55 Public i@q@perating expenses decreased slightly at vapoaperties and real estate taxes
primarily increased at Madison & Wells.

Depreciation and amortization and mortgage loagr@st expense decreased when comparing 2000 ¢totfygarable period in 1999 primar
due to the sale of properties and the repaymedelof in 1999. With respect to the remaining prapsyidepreciation and amortization expe
increased slightly due to the effect of improversentproperties. Mortgage interest expense declivitdrespect to the remaining properties,
primarily due to the repayment and amortizatiomoftgage principal balances.

Interest expense relating to bank loans and natgalpe decreased due to the payoff of debt witlptbeeeds from property sales, which was
partially offset by borrowings against U.S. TregsBills utilizing reverse repurchase agreements.
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General and administrative expenses decreased vamgparing 2000 and the comparable period in 1988apily due to the decrease in
payroll and related expenses.

In addition, sales decreased by $1.1 million arst cbsales decreased by $0.5 million at VenTele iiét loss was $3.1 million for 2000 as
compared to a net loss of $2.2 million in 1999. @fiens remained relatively constant at the Trymti&king facilities.

RECENTLY ISSUED ACCOUNTING STANDARDS

The Financial Accounting Standards Board ("FASBSuied Statement of Financial Accounting Standd®iSAS") No. 137, "Accounting for
Derivative Instruments and Hedging Activities - Bretl of the Effective Date of SFAS No. 133." Thatement deferred for one year the
effective date of SFAS No. 133, "Accounting for Dative Instruments and Hedging Activities." The $ issued SFAS No. 138,
"Accounting for Certain Derivative Instruments abdrtain Hedging Activities" as an amendment to SE5133. These statements require
companies to recognize all derivatives on the lusaheet as assets or liabilities, measured atdhie. Gains or losses resulting from
changes in the values of those derivatives woulddeeunted for depending on the use of the devivaind whether they qualify for hedge
accounting. These statements were adopted on Jahu2001. The adoption of these statements haffact on the Trust's combined
financial statements.

In July 2001, the FASB issued SFAS No. 141 "Businésmbinations.” SFAS No. 141 requires that alifess combinations be accounted
for under the purchase method of accounting. SFASIM1 also changes the criteria for the sepaeategnition of intangible assets acquired
in a business combination. SFAS No. 141 is effector all business combinations initiated afterel@0, 2001. The adoption of this staten
had no impact on the Trust's combined financidkstants.

In July 2001, the FASB issued SFAS No. 142 "Gooldavil Other Intangible Assets." SFAS No. 142 adigsaccounting and reporting for
intangible assets acquired, except for those aeduiir a business combination. SFAS No. 142 prestna¢goodwill and certain intangible
assets have indefinite useful lives. Accordinglypdwill and certain intangibles will not be amoetizbut rather will be tested at least annt

for impairment. SFAS No. 142 also addresses acomyuand reporting for goodwill and other intangiblesets subsequent to their acquisition.
SFAS No. 142 is effective for fiscal years begimnaiter December 15, 2001. The adoption of SFASIMA.is not expected to have any
impact on the Trust's combined financial statements

In August 2001, the FASB issued SFAS No. 144, "Artimg for the Impairment or Disposal of Long-LivAdsets," which addresses
financial accounting and reporting for the impainner disposal of long-lived assets. This statensepersedes SFAS No. 121, "Accounting
for the Impairment of Long-Lived Assets and for igehived Assets to be Disposed Of" and the accogrdimd reporting provisions of APB
Opinion No. 30, "Reporting the Results of OperatieiReporting the Effects of a Disposal of a Bussnend Extraordinary, Unusual and
Infrequently Occurring Events and Transactions; 'tfi@ disposal of a segment of a business. Thismment also amends ARB No. 51,
"Consolidated Financial Statements," to eliminh&axception to consolidation for a subsidiaryfbich control is likely to be temporary.
SFAS No. 144 is effective for fiscal years beginnaiter December 15, 2001, and interim periodsiwithose fiscal years. The provisions of
this statement generally are to be applied prospdgt The adoption of SFAS No. 144 is not expedtetave a material impact on the Trust's
combined liquidity, financial position or result operations, although in future years sales of grigs would be presented in a manner
similar to discontinued operations.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK

INTEREST RATE RISK

All of the Trust's loans outstanding at December2BID1 have fixed interest rates. The Trust's imests in U.S. Treasury Bills and other
U.S. Government Obligations mature in less thad@®@ and therefore are not subject to significatetrest rate risk.
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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

2001
ASSETS
Investments in real estate, at cost
Land $ 6,086
Buildings and improvements 64,189
70,275
Less - Accumulated depreciation (10,108)
Investments in real estate, net 60,167
Mortgage loan -
Other assets
Cash and cash equivalents - unrestricted 2,609
- restricted 2,115
Accounts receivable and prepayments, net of allow ances
of $680 and $772, respectively 2,261
Investments 116,005
Inventory 1,971
Unamortized debt issue costs, net 351
Other 190
Total assets $ 185,669
LIABILITIES AND SHAREHOLDERS' EQUITY
Liabilities
Mortgage loans, including current portion of $297 and $34,163, respectively $ 42,078
Notes payable 96
Senior notes 12,538
Accounts payable and accrued liabilities 8,373
Deferred items 416
Total liabilities 63,501

Shareholders' equity
Convertible preferred shares of beneficial intere

st, $25 per share liquidation

preference, 2,300,000 shares authorized, 984,8 00
outstanding in 2001 and 2000 23,171
Shares of beneficial interest, $1 par, unlimited authorized, 34,805,912
and 39,696,604 shares, outstanding in 2001 an d 2000 34,806
Additional paid-in capital 207,602
Accumulated distributions in excess of net income (143,411)
Total shareholders' equity 122,168
Total liabilities and shareholders' equity $ 185,669

The accompanying notes are an integral part okthembined financial statements.
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227,691

19,477
4,412

5,386
220,648
3,097
1,439
1,795

$ 158,772
150,110
12,538
18,040
2,755

23,171

39,697
214,336
(156,821)



FIRST UNION REAL ESTATE EQUITY and MORTGAGE INVESTENTS
Combined Statements of Operations and Comprehehsieene (Loss) For the years ended December 3th@usands, except per share
data)

2001 2000 1999
Revenues
Rents $ 18,741 $ 49,603 $ 109,839
Sales 7,554 5,556 6,643
Interest and dividends 5,091 12,108 3,112
Other income (loss) 5 ) 1,180
31,391 67,265 120,774
Expenses
Property operating 6,981 14,448 36,224
Cost of goods sold 8,777 8,156 8,670
Real estate taxes 1,218 5,348 9,937
Depreciation and amortization 3,837 12,580 25,331
Interest 7,094 26,004 38,442
General and administrative 5,750 11,361 14,664
Write-down of investment 11,463 - -
Unrealized loss on carrying value of assets i dentified for disposition - 19,150 9,800
45,120 97,047 143,068

Loss before gains on sales of real estate, extraord
extinguishment of debt, loss from discont

inary loss from early

inued operations and preferred dividend

(29,782)  (22,294)

Gains on sales of real estate 30,096 76,114 28,334

Income before extraordinary loss from early extingu ishment of debt,
loss from discontinued operations and pref erred dividend 16,367 46,332 6,040

Extraordinary loss from early extinguishment of debt (889 (6,065)  (5,508)

Loss from discontinued operations - - (6,836)
Net income (loss) before preferred dividend 15,478 40,267 (6,304)

Preferred dividend (2,068 (2,450) (2,833)
Net income (loss) applicable to shares of beneficia linterest $ 13,410 $ 37,817 $ (9,137)
Per share data
Basic:
Income before extraordinary loss from early extingu ishment of debt

and loss from discontinued operations $ 0.39 $ 1.07 $ 0.08
Extraordinary loss from early extinguishment of deb t (0.02 (0.15) (0.14)
Loss from discontinued operations - - (0.18)
Net income (loss) applicable to shares of beneficia linterest $ 0.37 $ 092 $ (0.24)
Diluted:
Income before extraordinary loss from early extingu ishment of debt

and loss from discontinued operations $ 0.39 $ 098 $ 0.08
Extraordinary loss from early extinguishment of deb t (0.02 (0.13) (0.14)
Loss from discontinued operations - - (0.18)
Net income (loss) applicable to shares of beneficia linterest $ 0.37 $ 085 $ (0.24)
Basic weighted average shares 36,396 41,758 38,827
Diluted weighted average shares 36,396 47,499 38,836
Combined Statements of Comprehensive Income (Loss)
Net income (loss) applicable to shares of beneficia | interest $ 13,410 $ 37,817 $ (9,137)

Other comprehensive income:

Foreign currency translation adjustment - - 2,117

Comprehensive income (loss) $ 13,410 $ 37,817 $ (7,020)
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FIRST UNION REAL ESTATE EQUITY and MORTGAGE INVESTM ENTS
Combined Statements of Shareholders' Equity

(In thousands, except per share data)

Number of ~ Amount of
Preferred  Preferred Number of Amount of
Shares of  Shares of Shares of Shares of ~ Additional
Beneficial Beneficial ~ Beneficial Beneficial ~ Paid-In
Interest Interest Interest Interest Capital
Balance December 31, 1998 1,349 $ 31,737 31,416 $ 31,416  $190,679
Net loss before preferred dividend
Dividends paid or accrued on shares of benefi cial
interest ($0.31/share)
Dividends paid or accrued on preferred
shares ($2.10/share)
Sale of shares of beneficial interest 12,549 12,549 33,927
Shares repurchased (1,506) (1,506) (6,485)
Compensation on variable stock options 666
Restricted shares issued 18 18 62
Restricted shares canceled (5) (5) (18)
Deferred compensation related to restricted
shares
Foreign currency translation adjustment
Balance December 31, 1999 1,349 31,737 42,472 42,472 218,831
Net income before preferred dividend
Dividends paid or accrued on shares of benefi cial
interest ($0.155/share)
Dividends paid or accrued on preferred
shares ($2.10/share)
Shares repurchased (364) (8,566) (2,775) (2,775) (3,829)
Compensation on variable stock options (666)
Spinoff of Impark
Deferred compensation related to restricted s hares
Balance December 31, 2000 985 23,171 39,697 39,697 214,336
Net income before preferred dividend
Dividends paid or accrued on preferred
shares ($2.10/share)
Shares repurchased (4,891) (4,891) (6,734)
Balance December 31, 2001 985 $ 23,171 34,806 $ 34,806 $ 207,602
Accumulated Foreign
Distributions Currency
in Excess of Undistributed Deferred Translation
Net Income (1) Capital Gains Compensati on Adjustment
Balance December 31, 1998 $(115,968) $ 14,949 $ - $ (2,117)
Net loss before preferred dividend (6,304)
Dividends paid or accrued on shares of benefi cial
interest ($0.31/share) (13,166)
Dividends paid or accrued on preferred
shares ($2.10/share) (1,050) (1,783)
Sale of shares of beneficial interest
Shares repurchased
Compensation on variable stock options
Restricted shares issued (80 )
Restricted shares canceled 23
Deferred compensation related to restricted
shares 49
Foreign currency translation adjustment 2,117
Balance December 31, 1999 (123,322) - 8 ) -
Net income before preferred dividend 40,267
Dividends paid or accrued on shares of benefi cial
interest ($0.155/share) (6,583)
Dividends paid or accrued on preferred
shares ($2.10/share) (2,450)
Shares repurchased
Compensation on variable stock options
Spinoff of Impark (64,733)
Deferred compensation related to restricted s hares 8
Balance December 31, 2000 (156,821) - - -
Net income before preferred dividend 15,478



Dividends paid or accrued on preferred
shares ($2.10/share) (2,068)
Shares repurchased

Balance December 31, 2001 $(143,411) $ - % - $

(1) Includes the balance of accumulated distrimgiim excess of net income of First Union Manageian. of $46,936, $8,588 and $2,554
as of December 31, 1999, 2000 and 2001, respegtivel

The accompanying notes are an integral part oktbembined financial statements.
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FIRST UNION REAL ESTATE EQUITY and MORTGAGE INVESTM ENTS
Combined Statements of Cash Flows

For the years ended December 31, (In thousands)

Cash (used for) provided by operations
Net income before preferred dividend and loss fr om discontinued operations $ 15,478 $ 40,267 $ 532
Adjustments to reconcile net income before prefe rred dividend
and loss from discontinued operations to net cas h (used for) provided by operations

Change in cash from discontinued operations

Cash and cash equivalents at end of year, in

Supplemental Disclosure of Cash Flow Informa

Interest paid

Supplemental Disclosure on Non-Cash Investin

tion

g and Financing Activities

Depreciation and amortization 3,837 12,580 25,331
Write-down of investment 11,463 - -
Extraordinary loss from early extinguishment of debt 889 6,065 5,508
Gains on sales of real estate (30,096) (76,114) (28,334)
Loss on carrying value of assets identified for disposition - 19,150 9,800
(Decrease) increase in deferred items (564) 2,409 (500)
Net changes in other operating assets and li abilities (6,285) 3,942 (2,928)
Net cash (used for) provided by operatio ns (5,278) 8,299 9,409
Cash provided by (used for) investing
Principal received from mortgage loans and note receivable 7,048 3,881 82
Net proceeds from sales of real estate 43,617 23,325 227,508
Proceeds from sale of fixed assets - 175 -
Proceeds from sale of investment in joint venture - 2,410 -
Purchase of investments (1,283,394) (1,519,627)  (104,013)
Proceeds from maturity of investments 1,377,249 1,403,668 -
Investments in building and tenant improve ments (778) (10,980) (11,488)
Net cash provided by (used for) inve sting 143,742 (97,148) 112,089
Cash (used for) provided by financing
Payment of bank loans - - (101,000)
(Decrease) increase in notes payable (150,014) 100,982 (41,000)
Proceeds from mortgage loans 6,500 50,000 66,689
Repayment of mortgage loans - Principal pa yments (422) (1,477) (3,463)
- Balloon paym ents - (8,613) (49,548)
Mortgage prepayment penalties - (514) (5,846)
Payment of deferred obligation - (10,579) -
Deferred obligation repayment penalty - (3,092) -
Payments for Impark spin-off - (37,087 -
Repurchase of common shares (11,625) (7,431) (7,989)
Repurchase of preferred shares - (7,739) -
Income from variable stock options - (666) -
Sale and employee option exercises of Firs t Union shares - - 46,476
Debt issue costs paid - (666) (4,031)
Dividends paid on shares of beneficial int erest - (13,166) (6,583)
Dividends paid on preferred shares of bene ficial interest (2,068) (2,641) (2,833)
Net cash (used for) provided by fina ncing (157,629) 57,311 (109,128)
(Decrease) increase in cash and cash equival ents from continuing operations (19,165) (31,538) 12,370
Cash and cash equivalents at beginning of ye ar 23,889 57,841 45,175
Cash and cash equivalents at end of year 4,724 26,303 57,545

(2,414) 296

$ 23889 $ 57,841

$ 26,165 $ 39,847

Transfer of mortgage loan obligations in con nection with real estate sales $ 122,722 $ 76,189 $ 163,700
Transfer of deferred obligation in connectio nwith real estate sales  $ 1, $ - 0% -
Issuance of mortgage loan receivable in conn ection with real estate sa_I;;_ $ - $ -
Discontinued non-cash net assets charged to dividends paid ::::?3:::::—: $ 64,747 $ -

The accompanying notes are an integral part okthembined financial statements.
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ITEM 8. FINANCIAL STATEMENTS
NOTES TO COMBINED FINANCIAL STATEMENTS
1. ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTNG POLICIES

First Union Real Estate Equity and Mortgage Investta (the "Trust") and First Union Management, (REUMI") are in the real estate and
parking and transit ticket equipment manufactuiimdystries with properties and operations in théééhStates. The accounting policies of
the Trust and FUMI conform to generally acceptecbaating principles and give recognition, as apgeip, to common practices within the
real estate, parking and manufacturing industtieMarch 2001, the Trust sold a significant portafrits remaining real estate assets. As of
December 31, 2001, the Trust owned two real eptatgerties, a shopping mall located in Little Roakkansas and an office property loca
in Indianapolis, Indiana.

Under a trust agreement, the common shares of FW&lheld by the Trust for the benefit of the shalddrs of the Trust. Accordingly, the
financial statements of FUMI and the Trust havenbeembined and activity between the entities hanleiminated in combination.
Additionally, FUMI owned voting control of Imperi®arking Limited ("Impark"). Impark operates parifacilities throughout Canada. In
March 2000, the Trust entered into a plan of ssttlet and a plan of reorganization with a numbaetsddffiliated companies which resulted in
a transfer of the assets of Impark to a subsidiatite Trust, Imperial Parking Corporation, a Dedagcorporation (“Imperial”). In March
2000, the Trust distributed all common stock of émal to its shareholders. The financial informatfor 2000 and 1999 classifies the
Canadian parking business as "discontinued opesatio

The preparation of financial statements requiresagament to make estimates and assumptions tleat #ie reported amounts of assets,
liabilities, revenues and expenses and the disasfucontingent assets and liabilities. Such est® that are particularly susceptible to
change relate to management's estimate of thedhie of real estate. In addition, estimates aegl wnghen accounting for the allowance for
doubtful accounts, potentially excess and obsamtentory, product warranty reserves, the percentdigompletion method and
contingencies, among others. Actual results coiffdrdrom these estimates.

The Trust's properties were leased to FUMI throkgbruary 28, 1999. From March 1, 1999 through Déxer1, 1999 the Trust was self-
managed. Beginning January 1, 2000, the Trust artted the management function to third parties.

The Trust accounts for its leases with tenantgasating leases. Tenant leases generally provideilfimgs of certain operating costs and
retail tenant leases generally provide for pergmtantals, in addition to fixed minimum rentalbeTTrust accrues the recovery of operating
costs based on actual costs incurred. For percenéagals, the Trust follows the Financial AccongtBtandards Board's ("FASB") Emerging
Issues Task Force Issue No. 98-9 (EITF-98-9), "Aiating for Contingent Rent in Interim Financial ides." EITF-98-9 requires that
contingent rental income, such as percentage reittwvis dependent on sales of retail tenants, Gegrézed in the period that a tenant exc
its specified sales breakpoint. Consequently, thistlaccrues the majority of percentage rent incontiee fourth quarter of each year in
accordance with EITF-98-9. For the years ended Déee 31, 2001, 2000 and 1999, the accrued recofeygerating costs and percentage
rent income approximated $5.6 million, $11.6 milliand $30.0 million, respectively. Deferred reversuéerived primarily from revenue
received in advance of its due date.
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Real estate assets are stated at cost. Expendiburepairs and maintenance are expensed as @ttuBignificant renovations that extend the
useful life of the properties are capitalized. Gegjiation for financial reporting purposes is conggutising the straight-line method. Buildings
are depreciated over their estimated useful lifedo 40 years, based on the property's ageathysical condition, type of construction
materials and intended use. Improvements to theibgs are depreciated over the remaining usefilot the building at the time the
improvement is completed. Tenant alterations apeedgated over the life of the lease of the ten@hé Trust annually reviews its portfolio of
properties for any impairment losses. The Trusbmes impairment losses when indicators of impairaeea present and the undiscounted
cash flows are not sufficient to recover the assttrying amount. The impairment loss is meashyecbmparing the fair value of the asse
its carrying amount.

At December 31, 2001 and 2000, buildings and imgnoents included $1.0 million of equipment. Equiptismepreciated over useful lives
of five to ten years.

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 ownerstiierest in a shopping mall, was recorded initialiyhe Trust's cost and was subsequently
adjusted for the Trust's equity in income and aistributions. The shopping mall was sold in Aug2@00.

The Trust classifies its investments among twogsaies, held-to-maturity and available-for-saleldd®-maturity securities are carried at
amortized cost. Available-for-sale securities nfaare marked to market through shareholderstgquidecline in the market value of any
investment below cost that is deemed to be ottear ttmporary results in a reduction in the carrgngpunt to fair value. Any impairment

would be charged to earnings and a new cost basthd investment established.

At December 31, 2001 and 2000, $0.9 million an@$8illion of cash was restricted, respectively,dzhen the terms of the mortgages.
Additionally, $1.2 million of cash as of Decembdr, 2001 and 2000 was classified as restricted Isectnis amount secures benefits under
change of control agreements with employees ofthet and FUMI. The restricted cash can also bd émereimbursement of legal and ot
expenses incurred for claims against Trusteesrgpprior to the change in the majority of the Botalt occurred in June 1998.

The Trust has calculated earnings per share fat, 200 and 1999 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 kswWe (in thousands):

2001 2000 1999
Basic weighted average shares 36,396 41,758 38,827
Restricted shares, treasury method - - 9
Convertible preferred shares - 5,741 -
Diluted weighted average shares 36,396 47,499 38,836

The preferred shares are anti-dilutive and arenobided in the weighted average shares outstarfdirtye diluted earnings per share for
2001 and 1999. The warrants to purchase sharemnefibial interest are anti-dilutive and are naiuded for any period.
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The computation of basic and diluted earnings paresbefore extraordinary loss and loss from diseoad operations is as follows (in
thousands, except per share data):

Income before extraordinary loss from early

extinguishment of debt and loss from

discontinued operations $ 16,367 $ 46,332 $ 6,0 40
Preferred dividend (2,068) (2,450) (2,8 33)
Discount on preferred stock redemption - 827 -

Income before extraordinary loss from early
extinguishment of debt and loss from
discontinued operations attributable to
common shares $ 14,299 $ 44,709 $ 3.2 07

Basic weighted average shares 36,396 41,758 38,8 27

Income per share before extraordinary
loss from early extinguishment of debt and loss
from discontinued operations $ 0.39 $ 1.07 $ O 08

Diluted
Income before extraordinary loss from early

extinguishment of debt and loss from discontinue d

operations $ 16,367 $ 44,709 $ 3,2 07
Preferred dividend (2,068) -
Preferred dividend on unredeemed stock - 2,068 -
Impact of redeemed preferred stock - (444) -

Income before extraordinary loss from early
extinguishment of debt and loss from
discontinued operations attributable to
commons shares $ 14,299 $ 46,333 $ 3,2 07

Diluted weighted average shares 36,396 47,499 38,8 36

Income per share before extraordinary
loss from early extinguishment of debt and loss f rom
discontinued operations $ 0.39 $ 0.98 $ O 08

VENTEK

FUMI's manufacturing subsidiary, VenTek Internasibrinc. ("VenTek"), is in the business of manutairtg, installing and providing
maintenance of transit ticket vending and parkiggigment. A summary of VenTek's significant accanopolicies are as follows:
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Inventory

Inventory is valued at the lower of weighted averagst or net realizable value and consists priynafitransit ticketing and parking
equipment parts and deferred revenue recognizeerthe percentage completion method. Deferred teveras $1.1 million and $1.5 milli
at December 31, 2001 and 2000, respectively. VesTekentory valuation reserve was $0.3 million $dat December 31, 2001 and
December 31, 2000, respectively.

Fixed Assets

Fixed assets are recorded at cost and are inchalpdrt of other assets on the accompanying couhibi@@nce sheet. Depreciation of
furniture, fixtures and equipment are calculatedgithe declining-balance and straight-line methodsr terms of three to five years.
Amortization of leasehold improvements is calcudatsing the straight-line method over the leasmter

Revenue Recognition

Revenue from transit ticket vending equipment amihtenance contracts is recognized by the percergagpletion method. Revenue in
excess of billings represents the difference betwegenues recognized under the percentage completthod and billings issued under the
terms of the contracts and is included as pamwéntory on the accompanying combined balance skieefl ek reviews cost performance .
estimates to complete on these contracts at leastagly. If the estimated cost to complete a @mwitchanges from a previous estimate,
VenTek records an adjustment to earnings at threg. tRevenues from the sales of parking equipmentemognized upon delivery. VenTek
had one contract with a transit authority whichresgnted approximately 10% of the Trust's combiegdnues for 2001.

Product Warranty Policy

VenTek provides product warranties for both itskpag and transit ticket equipment. The warrantyigofor parking equipment generally
provides for one year of coverage. The warrantjcpdbr transit ticket equipment generally provide® to two and a half years of coverage.
VenTek's policy is to accrue the estimated costarranty coverage at the time the sale is recordeatiuct warranties of approximately $0.3
million and $0.1 million are included in accountsy/pble and accrued liabilities at December 31, 2012000, respectively.

Income Taxes

Current income taxes are recognized during thedgeni which transactions enter into the determaratf financial statement income, with
deferred income taxes being provided for tempodiffgrences between the carrying values of assetdiabilities for financial reporting
purposes and such values as measured by inconteantsxChanges in deferred income taxes attributahtleese temporary differences are
included in the determination of income. A valuatallowance has been provided for the entire amofideferred tax assets, which consists
of FUMI's capital loss carryforwards, due to theentainty of realization of the deferred tax assets
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RECENTLY ISSUED ACCOUNTING STANDARDS

The FASB issued Statement of Financial Accountitem&ards ("SFAS") No. 137, "Accounting for Derivailnstruments and Hedging
Activities - Deferral of the Effective Date of SFA®. 133." The statement deferred for one yeaeffextive date of SFAS No. 133,
"Accounting for Derivative Instruments and Hedgihgtivities." The FASB issued SFAS No. 138, "Accadngtfor Certain Derivative
Instruments and Certain Hedging Activities" as areadment to SFAS No. 133. These statements recuin@anies to recognize all
derivatives on the balance sheet as assets ditiehimeasured at fair value. Gains or lossegltiag from changes in the values of those
derivatives would be accounted for depending orudeeof the derivative and whether they qualifylfedge accounting. These statements
were adopted on January 1, 2001. The adoptionesktstatements had no effect on the Trust's conhfiimencial statements.

In July 2001, the FASB issued SFAS No. 141 "Busitésmbinations." SFAS No. 141 requires that aliriess combinations be accounted
for under the purchase method of accounting. SFASIM1 also changes the criteria for the sepaeatgnition of intangible assets acquired
in a business combination. SFAS No. 141 is effector all business combinations initiated aftere)@a, 2001. The adoption of this staten
had no impact on the Trust's combined financiakstants.

In July 2001, the FASB issued SFAS No. 142 "Gooldavid Other Intangible Assets." SFAS No. 142 adsieesiccounting and reporting for
intangible assets acquired, except for those aediir a business combination. SFAS No. 142 prestina¢goodwill and certain intangible
assets have indefinite useful lives. Accordinglyodwill and certain intangibles will not be amoetizbut rather will be tested at least annt

for impairment. SFAS No. 142 also addresses acomuand reporting for goodwill and other intangibkssets subsequent to their acquisition.
SFAS No. 142 is effective for fiscal years beginnaiter December 15, 2001. The adoption of SFASIMA.is not expected to have any
impact on the Trust's combined financial statements

In August 2001, the FASB issued SFAS No. 144, "Arting for the Impairment or Disposal of Long-LivAdsets," which addresses
financial accounting and reporting for the impainer disposal of long-lived assets. This statensepersedes SFAS No. 121, "Accounting
for the Impairment of Long-Lived Assets and for lgehived Assets to be Disposed Of" and the accogrdimd reporting provisions of APB
Opinion No. 30, "Reporting the Results of OperatieiReporting the Effects of a Disposal of a Bussnend Extraordinary, Unusual and
Infrequently Occurring Events and Transactionss'ti@ disposal of a segment of a business. Thiemtnt also amends ARB No. 51,
"Consolidated Financial Statements," to eliminhgexception to consolidation for a subsidiaryvtich control is likely to be temporary.
SFAS No. 144 is effective for fiscal years begimnaiter December 15, 2001, and interim periodsiwithose fiscal years. The provisions of
this statement generally are to be applied prospeygt The adoption of SFAS No. 144 is not expedtetave a material impact on the Trust's
combined liquidity, financial position or resultsa@perations, although in future years sales opprties would be presented in a manner
similar to discontinued operations.
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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 intgfg€xmmon Shares") held on March 20, 2000. Apprataty 2.1 million shares of
Imperial common stock were distributed. As parthef spin-off, the Trust repaid Impark's bank créaliility of approximately $24.2 million,
contributed to Imperial approximately $7.5 milliohcash, its 14 Canadian parking properties and f6llion for a parking development
located in San Francisco, California. The Trust &lsd provided a secured line of credit for $8 imillto Imperial. The unused line of credit
expired on September 27, 2000. FUMI retained owvnprsf VenTek, a former manufacturing subsidiaryrpark.

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 trefedPred Shares was decreased to $5.0824 per CorShwe (equivalent to a conversion
rate of 4.92 Common Shares for each Preferred pimacennection with the distribution of the Imparshares, in accordance with the
provisions of the documents establishing the tesfrike Preferred Shares.

The 1999 loss on disposal included losses from tk'paperations through March 31, 2000, the cunuddbreign currency translation at
December 31, 1999, and costs associated with theofip The Trust's Combined Financial Statememis Botes to Combined Financial
Statements report Impark as a discontinued operatio

DISCONTINUED OPERATIONS (amounts in thousands)

1999
Net operating income $ 8,380
Less:
Interest expense 1,888
Depreciation and amortization 5,277
General and administrative 4,020
Foreign currency gain (1,060)
Loss from operations (1,745)
Loss on disposal (5,091)
Total loss on discontinued operations $(6,836)

3. INVESTMENTS

Investments as of December 31, 2001 and 2000 iadlu8. Treasury Bills in the face amount of $116illion and $210.0 million,
respectively. The U.S. Treasury Bills are clasdifis held-to-maturity securities and are recordedst less unamortized discount. In
addition, the Trust invested $10 million during 200 convertible preferred stock and warrants iddueHQ Global Holdings, Inc. ("HQ").
The convertible preferred stock was accounted $araavailable-for-sale security and accrued a% 3pmy-in-kind" dividend which
increased annually. The shares and accrued divédesnti be converted into common shares. Managemadrddétermined that the fair value of
the investment in convertible preferred stock wa8$nillion plus accrued dividends. The warrantsvalthe Trust to purchase shares of
common stock for a nominal strike price and weigioally valued at $2.7 million.
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At June 30, 2001, the Trust wrote off its $2.7 ioillinvestment in HQ warrants because of a dedfirenter occupancy and other business
setbacks disclosed by HQ. The Trust believed tietecline in estimated fair market value of theegiment in warrants was other than
temporary. The Trust also stopped accruing divideatdlune 30, 2001. During the third and fourthrigus of 2001, the Trust wrote off its
remaining $8.8 million investment in HQ preferrédck because of continued losses and recentlyadisdl defaults on HQ's various credit
agreements, which the Trust believed had permaniengiaired the value of its investment in HQ's predéd stock. On March 13, 2002, HQ
filed a voluntary petition for a Chapter 11 Reorgation under the U.S. Bankruptcy Code.

4. FINANCIAL INSTRUMENTS

Financial instruments held by the Trust and FUMlude cash and cash equivalents, accounts recejvalestments, accounts payable and
long-term debt. The fair value of cash and caslivadgnts, accounts receivable and accounts paygigeximates their current carrying
amounts due to their short-term nature. Managemmentetermined that the fair value of the Trustestment in convertible preferred stock
and the related warrants is zero at December 311, 26d $10.8 million at December 31, 2000, respelsti The fair value of the Trust's
mortgage loan payable, as described in Note 12 detesmined based upon current market conditiodsraerest rates. The fair value of the
Trust's Senior Notes approximates its carrying amothe Trust and FUMI do not hold or issue finaha@istruments or derivative financial
instruments for trading purposes.

5. COMPREHENSIVE INCOME

Comprehensive income includes changes in sharafsbletpuity, such as foreign currency translatioustchents 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 warridaitsallow a third party to purchase 500,000 Comi8bares at $10 per share. The
current exercise price of the warrants is $8.52 Whrrants expire in November 2008. The Trust id$he warrants as part of the
consideration for various services provided toThest.

7. CASH AND CASH EQUIVALENTS
Cash and cash equivalents include checking and ynoaeket accounts.
8. LOSS ON CARRYING VALUE OF ASSETS IDENTIFIED FORSPOSITION

Management reviews the net realizable value offtlust's portfolio periodically to determine whetfzer allowance for possible losses is
necessary. The carrying value of the Trust's imaests in real estate is evaluated on an indivigugperty basis. In December 2000, the T
recorded $19.2 million in losses on the carryinyeaf properties that the Trust agreed to sedineallocated sales price which was below net
book value. These properties were sold in Marchl20@iring 1999, the Trust recorded $9.8 millioaases on the carrying value of
properties identified for sale at sale prices whigte below net book value. The net book valueseéts identified for sale for the years er
December 31, 2001 and 2000 are summarized in tleving table (amounts in thousands):
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Net book value of assets identified for sale $ 143,159 $ 5,578
Additions 360 137,781
Depreciation (1,639) (200)
Sales of assets (141,880) -

Net book value of assets identified for sale at
year end $ - $ 143,159

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

2001 2000
Revenues $5,921 $31,059
Less - Operating expenses and real estate taxes 2,288 12,747
Property net operating income $ 3,633 $18,312

9. GAINS ON SALE OF REAL ESTATE

In March 2001, the Trust sold two shopping centepprties, four office properties, five parking ages, one parking lot, a $1.5 million note
receivable and certain assets used in the opesatioime properties (the "Purchased Assets") tadRa®entures |, LLC (the "Purchaser"), a
related party, for an aggregate sales price befdjestments and closing costs of $205 million. & ¢losing of this transaction, the sale price
of $205 million was reduced by $20.6 million, whieias the net sales price realized by the Trust ffeersale of the Huntington Garage
property which was sold in December 2000 to angblaety as agreed by Purchaser and which was p#reaiggregate sales price of $205
million. The Trust recognized a gain on the salafmgroximately $30.1 million.

In December 2000, the Trust sold a parking garag&21.3 million, resulting in a gain on sale ddilrestate of $16.1 million. In April 2000,
the Trust sold a shopping mall for $80.1 millioesulting in a gain on sale of real estate of $58llfon. The Trust also recognized a gain on
sale of real estate of $1.2 million from its jowgnture interest in a shopping mall that was saoldng) 2000 and a net $0.1 million from the
sale of other assets.

In February 1999, the Trust sold a shopping cete$21.6 million, resulting in a gain on sale e&l estate of $0.4 million. In May 1999, the
Trust sold eight apartment complexes for $86 nmilli@sulting in a gain on sale of real estate of $8illion. Additionally, in May and June
1999, the Trust sold five shopping malls and g sthopping center for $59.4 million, resulting &irgs on sale of real estate of $19.0 million.
Additionally, in 1999 the Trust sold two office erties, a parking lot, and nine shopping mallssit5.2 million, resulting in a gain on sale
of real estate of $0.2 million.
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10. EXTRAORDINARY LOSS FROM EARLY EXTINGUISHMENT OBEBT

In 2001, the Trust recognized an extraordinary foms early extinguishment of debt of $0.9 millicglating to the first mortgage debt which
was assumed as part of the sale of the PurchasedsAs

In 2000, the Trust repaid a $10.6 million defero&tigation relating to the purchase of the Huntimggarage resulting in a prepayment
penalty of $3.1 million. Additionally, the Trustaegnized an extraordinary loss from early extingoent of debt of $2.4 million related to
the shopping mall that was sold in April 2000 anckarly extraordinary loss from early extinguishingidebt of $0.6 million related to the
parking garage that was sold in December 2000.

In 1999, the Trust repaid $45.9 million in mortgatgdbt 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.

11. MORTGAGE LOAN RECEIVABLE

As of December 31, 2000 the Trust had a mortgaae teceivable of $1.5 million. The mortgage loargrainterest rate of 10%, was secured
by a management contract on an apartment complailanta, Georgia and was to mature in 2008. Theigage loan was sold in March
2001.

12. MORTGAGE LOANS PAYABLE

As of December 31, 2001, the Trust had one remgimartgage loan for $42.1 million secured by thekAFRdaza Mall. The loan, obtained in
April 2000, is non-recourse, and has an anticipegpdyment date of May 1, 2010. The mortgage l@aninterest at a rate of 8.69% until
May 1, 2010 and thereafter until its final matuiityMay 2030 at a rate of 10.69% if the mortgagmlas then the subject of a secondary
market transaction in which rated securities haagnhissued and 12.69% if it is not. The mortgage lequires monthly payments based on a
30 year amortization schedule of approximately $0ilfion for principal, interest and escrow depssPrepayment of the loan is permitted
prior to the anticipated repayment date (aftemétial lockout period of three years or two yearmni securitization), only with yield
maintenance or defeasance, and payable after tiogpated repayment date upon thirty days notidheuit payment of any penalties, as
defined in the loan agreement. Principal paymeuntsduring the five years following December 31, 2@@e $0.3 million, $0.3 million, $0.3
million, $0.4 million and $0.4 million, respectiyel

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 ranged from 8.25%2185% with $77.6 million of mortgage loans bearimigrest based on LIBOR. The
weighted average interest rate of the variablermatdgages was 8.86% at December 31, 2000. Therityagdthese mortgage loans were
assumed as part of the sale of the Purchased Assets

The fair value of the mortgage loan payable is agprately $42.1 million at December 31, 2001, basedurrent market conditions and
interest rates.
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13. SENIOR NOTES

The Trust had approximately $12.5 million of 8 7/8#nior Notes outstanding at December 31, 20028606. The Senior Notes are
unsecured and due in full in October 2003. Thevaiue of the Senior Notes, based upon the lai@dét approximates its carrying amount.
The Senior Notes have certain debt covenants whiefirust was in compliance with at December 30,120

14. CONVERTIBLE PREFERRED SHARES OF BENEFICIAL INREST

In October 1996, the Trust issued $57.5 milliorSefies A cumulative convertible redeemable pretesteares of beneficial interest ("Series
A Preferred Shares"). The 2,300,000 Series A PreleBhares were issued at a par value of $25 pee simd were each convertible into 3.31
Common Shares of beneficial interest. In conneatitth the distribution of the Impark shares, thesiradjusted the conversion price of the
preferred shares to 4.92 Common Shares for eaférpae share. The distributions on the Series AdPred Shares are cumulative and equal
to the greater of $2.10 per share (equivalent48o8of the liquidation preference per annum) ordagh distributions on the Common Shares
of beneficial interest into which the Series A lerefd Shares are convertible (determined on eattteafuarterly distribution payment dates
for the Series A Preferred Shares). The SeriesefeRed Shares were not redeemable prior to Oc®e2001, and at no time will they be
redeemable for cash. On and after October 29, 2881Series A Preferred Shares are redeemable aption of the Trust at the conversion
rate of one Series A Preferred Share for 4.92 Com8fares. The Trust may exercise its option orflgriR0 trading days within any period
of 30 consecutive trading days, the closing pricdne Common Shares of beneficial interest on teesNork Stock Exchange equals or
exceeds the conversion price of $5.0824 per ComBiame.

15. REPURCHASE OF SHARES

In April 2001, the Trust entered into separate agrents with Apollo Real Estate Investment Fund.P,., a related party, and with Bear
Stearns International Limited, and repurchasedganesyate of approximately 4.8 million of its Comn®hares at a price of $2.375 per share.
The repurchases are part of the Common Share fgse@uthorization program, under which the Tradtgreviously expended
approximately $15.6 million to buy Common Sharesnfr June 28, 2000 through December 31, 2000, thst Tepurchased 2,775,125
Common Shares for an aggregate cash considerdt#®n480,834. As of December 31, 2001, the Trustéhahority to spend approximately
$13.0 million with respect to the repurchase progras a result of these transactions, 34,805,91@on Shares were outstanding at
December 31, 2001.

In June 2000, the Trust repurchased, in a privatesaction, an aggregate of 364,200 Series A Pegf&@hares from three institutional
investors at a purchase price of $21.25 per sfaran aggregate cash consideration of $7,73925@ result of this transaction, there are
984,800 Series A Preferred Shares outstanding @rbiger 31, 2001.

16. NOTES PAYABLE

The Trust had $150 million in reverse repurchaseemgents outstanding at December 31, 2000 thatib@rest at 6.6% per annum. The
reverse repos were secured by $200 million in Ur8asury Bills. In January 2001, the $150 millianréverse repos were repaid from the
proceeds of the U.S. Treasury Bills that maturedamuary 4, 2001.
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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:

2001 WEIGHTED 2000 WEIGHTED 1999 WEIGHTED
SHARES AVERAGE SHARES AVERAGE SHARES AVERAGE
Exercised - - - - - -
Canceled - - 22,500 $7.38 82,550 $10.61
Expired - - - - 7,280 17.07

As of December 31, 2001 and 2000, there were netanding options under the 1981 plan.
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 origiteah, 9% of the Common Shares resulting from thevecsion of Series A Preferred Share
February 1998 and the January 1997 and June 199mGn Shares offerings were reserved and addee toldn for grant. In May 1999, the
plan was amended with shareholder approval and’)33 Common Shares were reserved and added ptatheT he price of the options is
the fair market value of the shares at the datgrarit with the exception of the option grants invBimber 1998 and May 1999. The stock
options granted in 1998 were granted at exercisepexceeding the market price per share. Themptiants in May 1999 were at the equity
price of the rights offering. Additionally, the aghs granted in 1998 and 1999 have a cost of ddpature whereby the exercise price of the
options will increase by 10%, compounded annuaily prorated monthly, beginning in May 2000 andanleNovember thereafter, less the
amount of per share dividends or other distribigitmshareholders. Because the 1998 and 1999 aptmits are deemed to be variable,
compensation expense is recorded when the marketgirthe Common Shares exceeds the option picthése shares. As of December 31,
1999, the option price of the 1998 grants did xaeed the market price of shares of beneficial@ste Consequently, no compensation
expense was recorded for 1999. The option pricke999 grants was less than the market priceonfr@on Shares and compensation
expense of approximately $0.7 million was recoritketi999. During 2000, the option price of the 1988nts exceeded the market price of
shares of beneficial interest and income of $0.Iianiwas recorded in 2000. In June 1998, a chamglee majority of the Trust's Board of
Trustees occurred resulting in all stock optionsting that had been granted prior to that date.ofii®ns granted in 1998 were canceled in
March 2000. The options granted in 1999 expiredkeresed on January 31, 2001.
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The activity of this plan is summarized for the rgeanded December 31 in the following table:

2001 WE IGHTED 2000 WEIGHTED 199 9 WEIGHTED
SHARES A VERAGE SHARES AVERAGE SHAR ES AVERAGE
Share options granted 627, 471 $3.69

1,822,334 $7.20 69, 840 11.32

Share options canceled -
Share options expired 627,471 $3.69
Restricted shares granted - - - - 17, 500
Restricted shares canceled - - - - 5, 000
Additional shares reserved - - - - 1,357, 037
Available share options

and restricted shares 3,507,196 - 2,879,725 - 1,057, 391

As of December 31, 2001, there were no outstanajtigns under this plan.

The Trust accounts for stock option awards in ad@oce with APB 25 and has adopted the disclosulsepoovisions of SFAS 123,
"Accounting for Stock-Based Compensation." Consatjyecompensation cost has not been recognizethéoshare option plans except for
the options granted in May 1999 which had an exerprice that was less than the grant date pee sharket price. The SFAS 123 impact for
the Trust's two share option plans was immateoiaP001. If compensation expense for the Trustsdhare option plans had been recorded
based on the fair value at the grant date for asverd 999 and 1998, consistent with SFAS 123, tlust® net income would be adjusted as
follows (amounts in thousands, except per shar) dat

2001 2000 19 99
Net income (loss) applicable to shares of beneficia
interest, as reported $ 13,410 $ 37,817 $ ( 9,137)

Effect of stock options as calculated - (208) ( 1,481)
Net income (loss) as adjusted $ 13,410 $ 37,609 $(1 0,618)
Per share

Basic:

Net income (loss), as reported $ .37 $ .92 $ (.24)

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

Net income (loss), as adjusted $ 37 $ 92 $ (.28)

Diluted:

Net income (loss), as reported $ 37 $ .85 $ (.24)

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

Net income (loss), as adjusted $ .37 $ .85 $ (.28)




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 i. M@ options were issued in 2000 and 2001.

1999
Risk-free interest rate 5%
Expected option life 8 yrs.
Expected volatility 20%
Expected dividend yield 3%

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 and options to acquire Common Sfar&sustees who are not employees of the Trustvemal are not affiliated with
Apollo Real Estate Advisors or Gotham Partnersotaltof 500,000 Common Shares were authorized uhikeplan.

The eligible Trustees serving on the Board in M8g9were granted the lesser of 2,500 shares anutmbder 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-forfeitalfidecember 2000. Deferred compensation, net ééifares, of approximately $57,000,
was recorded in 1999 and $8,000 and $49,000 weognized as amortization expense in 2000 and I@8pectively.

Each eligible Trustee who invests a minimum of $6,0h shares in a Service Year, as defined in ke, pvill receive options, commencing
the year 2000, to purchase four times the numbsehafes 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 optigit@s will be increased by 10% per annum
beginning May 2000 and decreased by dividend Bigiins on Common Shares made after November T9#8options vest and become
exercisable one year after being granted.

At December 31, 2000, 28,000 options had beendstsuthe Trustees. The 28,000 outstanding optib@seaember 31, 2000 were
exercisable, had a weighted average exercise @iri$6.52 and a five year remaining life. During 2080,000 options were cancelled. At
December 31, 2001, the 8,000 options outstanding @xercisable, had a weighted average unit pfi§& @1 and a four year remaining life.
The SFAS 123 impact of these options was immaterial

18. SHAREHOLDER RIGHTS PLAN

In March 1990, the Board of Trustees declared aleihd consisting of one right to purchase one ComBiware with respect to each
Common Share. The rights were exercisable onlypérgon or group acquired 15% or more of the ondstey Common Shares, made a tel
offer for at least 15% of the outstanding Commoar8h or was declared to be an "adverse person.Bdaml of Trustees amended the plan
in 1999 for specific shareholders to acquire Comi@bares exceeding the 15% threshold. The sharetrigtiés plan expired on March 30,
2000 and the plan terminated.
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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 taxablieame to shareholders. Qualification as a
REIT involves the application of highly technicaldacomplex provisions of the Code, for which thare only limited judicial or
administrative interpretations. The complexity lnéde provisions is greater in the case of a stapted such as the Trust. The Trust's ability
to qualify as a REIT may be dependent upon itsinaatl exemption from the anti-stapling rules of @exle, which, if they were to apply,
might prevent the Trust from qualifying as a REQualification as a REIT also involves the deterrtioraof various factual matters and
circumstances. Disqualification of REIT status dgrany of the preceding five calendar years woaltse a REIT to incur corporate tax with
respect to a year that is still open to adjustrbgrthe Internal Revenue Service. In addition, unkgitled to relief under certain statutory
provisions, a REIT also would be disqualified froeelecting REIT status for the four taxable ydal®wing the year during which
qualification is lost. A valuation allowance hasherovided for the entire amount of deferred sets of FUMI, which consists of capital
loss carryforwards, due to the uncertainty of mzdion of the deferred tax assets.

The Trust and FUMI treat certain items of incomd arpense differently in determining net incomeorégd for financial and tax purposes.
Such items resulted in a net decrease in incomexareporting purposes of approximately $51.0ionlin 2001, a net increase of $12.8
million in 2000 and a net decrease of $1.8 miliiwr1999. The Trust has Federal net operating lasyfrwards of approximately $39.0
million, which expire in 2015 ($4 million) and 201$35 million). The Trust does not anticipate bedde to utilize the benefits of these
carryforwards. The Trust and FUMI do not file colidated tax returns.

As of December 31, 2001, net investments in rdatesfter accumulated depreciation for tax anarfaial reporting purposes was
approximately $60.0 million.

During 2001, there were no cash dividends per Com8taare.
The 2001 cash dividends per Series A PreferredeShaindividual shareholders' income tax purpagas as follows:

CAPITAL GAINS

UNRECAPTURED TOTAL
NON-TAXABLE 20% SECTION 1250 DIVIDENDS
DISTRIBUTIONS RATE GAIN (25% RATE) PAID
$ 524 $1.192 $.384 $2.100

The 2000 dividends per Common Share for individinareholders' income tax purposes was as follows:
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CAPITAL GAINS

UNRECAPTURED

SECTION 1250
ORDINARY TOTAL
DIVIDENDS  20% RATE  GAIN (25% RATE) DIVIDENDS PAID
$ 105 $ .802 $ 217 $ 1124

The 2000 cash dividends per Series A PreferredeShaindividual shareholders' income tax purpasas as follows:

CAPITAL GAINS

UNRECAPTURED

SECTION 1250
ORDINARY TOTAL
DIVIDENDS 20% RATE  GAIN (25% RATE) DIVIDENDS PAID
$ .196 $ 1.500 $ 404 $ 2.100

20. LEGAL PROCEEDINGS

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 Peachtree Mall. In Septeni®91, the court ruled in favor of the
plaintiffs on the liability portion of the inversmndemnation suit, which the State of Californipegded. In the third quarter of 1999, the 1991
ruling in favor of the Trust and the other plaif#tifvas reversed by the State of California App€alart, which remanded the case to the trial
court for further proceedings. After the remandht trial court, the Trust and the other plaintdtermined to pursue a retrial before the
court. The retrial of the litigation commenced Reby 2001 and was completed July 2001. In Noveribefd, the trial court issued a decis
that generally holds in favor of the State of Qatifia. The plaintiffs in the case filed in Febru2802 a notice of appeal of the ruling of the
trial court. The Trust is unable to predict at ttimse whether or not it will recover any amounttsfdamage claims in this legal proceeding.

21. BUSINESS SEGMENTS

The Trust's and FUMI's business segments at Deae®ih@001 include ownership of a shopping cemternffice building and a parking and
transit ticket equipment manufacturing company. Mgment evaluates performance based upon netiogaratome. With respect to
property assets, net operating income is propertyless property operating expense, and reakdstats. With respect to the manufacturing
company, net operating income is sales revenuetetf goods sold. During the year ended Dece®bge?001, the Trust sold two shopg
center properties, four office properties, fivekpag garages, one parking lot, a $1.5 million nmeteeivable and certain assets used in the
operations of the properties. Corporate interegenrge consists of the Trust's senior notes andworgs collateralized by U.S. Treasury
Bills. Corporate depreciation and amortization éstrygrimarily of the amortization of deferred isstasts. Corporate assets consist primarily
of cash and cash equivalents and deferred isstig foosenior notes. Corporate operating expenseseal estate taxes include refunds
received for expenses of previously sold properfidilsntercompany transactions between segmenis baen eliminated (see table of
business segments).
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BUSINESS SEGMENTS (IN THOUSANDS)

RENTS AND SALES
Shopping Centers
Apartments
Office Buildings
Parking Facilities
VenTek
Corporate

LESS - OPERATING EXPENSES AND COSTS OF GOODS SOLD

Shopping Centers
Apartments
Office Buildings
Parking Facilities
VenTek
Corporate

LESS - REAL ESTATE TAXES
Shopping Centers
Apartments
Office Buildings
Parking Facilities
Corporate

NET OPERATING INCOME (LOSS)
Shopping Centers
Apartments
Office Buildings
Parking Facilities
VenTek
Corporate

Less - Depreciation and Amortization
Less - Interest Expense

CORPORATE INCOME (EXPENSE)
Interest and dividends
Other income (loss)
General and administrative
Write-down of investment

2001 2000 1999
$ 13,152 $ 25922 $ 79,412
- - 6,079
3,962 12,966 12,715
1,610 10,470 10,506
7,554 5,556 6,643
17 245 1,127
26,295 55,159 116,482
5,351 8,304 26,475
- - 2,349
1,787 5,695 5,745
24 418 808
8,777 8,156 8,670
(181) 31 847
15,758 22,604 44,894
913 2,004 6,608
- - 339
287 1,187 1,126
347 2,157 1,864
(329) - -
1,218 5,348 9,937
6,888 15,614 46,329
- - 3,391
1,888 6,084 5,844
1,239 7,895 7,834
(1,223)  (2,600)  (2,027)
527 214 280
9,319 27,207 61,651
3,837 12,580 25,331
7,094 26,004 38,442
5,091 12,108 3,112
5 ) 1,180
(5750)  (11,361)  (14,664)
(11,463) - -
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2001 2000 1999

Loss on carrying value of real estate

and impaired assets - (19,150) (9,8 00)
Loss from discontinued operations - - (6,8 36)
Loss before Gains on Sale of Real Estate, Extraordi nary Loss
From Early Extinguishment of Debt and Preferred
Dividend $(13,729) $(29,782) $(29,1 30)
CAPITAL EXPENDITURES
Shopping Centers $ 138 $ 2608 $ 64 97
Apartments - - 2 62
Office Buildings 472 7,889 3,3 37
Parking Facilities 114 438 1,3 92
VenTek 54 45 -
$ 778 $ 10980 $ 11,4 88
IDENTIFIABLE ASSETS
Shopping Centers $ 60,042 $115587 $154,2 02
Office Buildings 2,382 43,481 40,7 82
Parking Facilities - 58,505 69,0 65
Mortgages - 1,468 54 26
VenTek 3,428 5,284 5.2 47
Corporate 119,817 238,273 163,3 23
Net assets of Discontinued Operations - - 64,7 47
TOTAL ASSETS $185,669 $462,598 $502,7 92

22. MINIMUM RENTS

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

2002 $ 7,542
2003 7,430
2004 6,137
2005 4,985
2006 3,931
Thereafter 10,142
$ 40,167

If the anchor department store at the Trust's sihgppall does not renew its operating agreemeduly 2003, the majority of tenants at the
shopping mall can terminate their lease withoutiinog a substantive penalty.
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23. RELATED PARTY TRANSACTIONS

The Trust engaged a law firm that has a partnerig/laoTrustee, to advise it on strategic matteganging Impark and the Imperial spinoff.
During 2000 and 1999, approximately $0.4 millior &0.3 million had been paid to this firm, respeslty. In May 2001 the Trustee resigned
from the board.

The Trust leased four of its parking facilitiesato entity which is partially owned by an affiliat€a Trust shareholder, Apollo Real Estate
Investment Fund II, L.P. and Apollo Real Estate i8dvs. The parking facilities were sold March 7020In 2001, 2000 and 1999, the Trust
received approximately $0.3 million, $4 million agd million in rent from this third party, respeatly. In April 2001, the Trust purchased all
of the Common Shares of the Trust beneficially cavbg this shareholder.

The Trust and FUMI paid fees of $0.6 million andZillion for the years ended December 31, 20012000, respectively, to the Real
Estate Systems Implementations Group, LLC for fai@reporting and advisory services. The managiember of this firm assumed the
position of Interim Chief Financial Officer of tHgust on August 18, 2000 and is currently servinthat capacity.

Radiant Partners, LLC ("Radiant") is currently doirrg asset management services to the Trust'sinergaeal estate assets. For the year
ended December 31, 2001 and 2000, the Trust pasdtfeRadiant of $0.5 million and $0.9 million, pestively. The principals of Radiant
were formerly executive officers of the Trust. Dwgi2001, the Trust sold the Purchased Assets hBser, an affiliate of Radiant.

The Trust had engaged Ackman-Ziff Real Estate Gtdup ("Ackman-Ziff") to arrange for mortgage finang on several properties of the
Trust. Lawrence D. Ackman, who is the father ofli&lih A. Ackman, Chairman of the Trust, is an equityner of Ackman-Ziff. In 2000 and
1999, $100,000 and $600,000 was paid to Ackman-#&ffpectively.

In connection with a $90.0 million note payables Trust paid interest and fees of $1.2 million ttl&am Partners, L.P. ("Gotham") and
Gotham Partners Ill, L.P. (collectively the "Goth&rmoup") during 1999. The note payable was obtafnad several lenders which included
the Gotham Group. William A. Ackman, Chairman of ffrust, is a principal of the Gotham Group. Admitlly, the Trust paid $1.8 million
to the Gotham Group for a stand-by commitment feeonnection with the May 1999 share rights offgnivhich raised $46.5 million in net
proceeds.

The Trust believes that the terms of all such &atisns were as favorable to the Trust as thodeatbald have been obtained from unrelated
third parties.

24. SEVERANCE ACCRUAL

During 2000, the Trust recorded $2.3 million ine&nce expense as a result of the termination pfayment of Messrs. Friedman and
Schonberger and Ms. Zahner, and $0.2 million iresmwce expense as a result of the terminatiomothar executive. During 1999, the Tr
recorded $2.2 million in severance expense which pead during the first half of 2000. The severagxgense of $2.2 million was the result
of staff reductions made in 1999 and for employeles were notified their employment with the Trusiudd be terminated in the first half of
2000 due to the closing of the Cleveland, Ohio jeaders. The severance accrual for the years ebedeeimber 31, 2000 and 1999 was as
follows (amounts in thousands):

51



Beginning balance $1,231 $2,742
Expense 2,521 2,219
Payments (3,752) (3,730)
Balance $ - $1,231

25. CONTINGENCIES

The Trust has provided performance guaranteeseshiieio with respect to contracts of VenTek witlo tiransit authorities, which contracts
are in the amounts of $5.3 million and $6.2 millfonthe manufacturing, installation and maintereaattransit ticket vending equipment
manufactured by VenTek. The guarantees expire theemext two to three years based upon the prajexdmpletion dates anticipated by
VenTek and the transit agencies No amounts have dreevn against these guarantees. Since theseisraje entering their final stages,
management does not anticipate that payment witk ha be made under the guarantees; however, it ®ers unable to perform in
accordance with these contracts, and subsequemgelmders the Trust may be responsible for pgrtiginent under these guarantees.

Also, in connection with transit contracts, VenTeby be liable for liqguidated damages related tayieln completion of the contracts.
Liquidated damages have been asserted on two ctmtianagement of VenTek disagrees with the lmdsialculating the liquidated
damages and does not believe it owes any signifex@ount.

The anchor department store at the Trust's Pagamtll (the "Mall") owns its facilities and has agreement with a subsidiary of the Trust
that contains an operating covenant requiring dgerate these facilities continuously as retgiladenent stores until July 2003. The Trust is
aware of the proposed construction of a new matéwvicinity of the Mall by a partnership of a indéveloper and the anchor department
store. In the event that the new mall is built, &hehor store at the Mall may decline to extenteaew its operating covenant and cease
operating its stores at the Mall. In the eventahehor store does not operate its stores at thk talvalue of the Mall would be materially
and adversely affected.

26. SUBSEQUENT EVENT - PROPOSED MERGER

On February 13, 2002, the Trust entered into andisfe agreement of merger and contribution, punst@ which the Trust agreed to merge
with and into Gotham Golf Corp. ("Gotham Golf")D&laware corporation controlled by certain equitdieos of the Trust. If consummated,
the proposed transaction will result in the Trustimmon shareholders receiving as merger considerfar each Common Share:

- $2.20 in cash, subject to possible deductionaamount of dividends paid prior to the completiéthe proposed transaction, breaches of
representations, warranties and covenants contairtké merger agreement and costs, fees and eepansociated with obtaining certain
consents for the proposed transaction;

- a choice of (1) an additional $0.35 in cash ora@)roximately 1/174th of a debt instrument (thet®) indirectly secured by the Trust's t
principal real estate assets; and

- three-fiftieths (3/50ths) of a non-transferabieertificated subscription right, with each subsiioin right exercisable to purchase common
stock of Gotham Golf at $20.00 per share for uprt@ggregate of approximately $41 million of comrstotk of Gotham Golf.
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The proposed transaction is subject to approvHiefTrust's shareholders. There can be no assuttaaicthe proposed transaction will be
approved by the Trust's shareholders or, if soamh, that the proposed transaction will be consatath

27. QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The following is an unaudited condensed summaith@®icombined results of operations by quarterieryears ended December 31, 2001
2000. In the opinion of the Trust and FUMI, all éstiments (consisting of normal recurring accruaég)essary to present fairly such interim
combined results in conformity with accounting pipies generally accepted in the United StatesroéAca have been included.

Impark and the Trust's Canadian real estate haae tlassified as discontinued operations for 2000.
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QUARTER

MARCH 31
(IN THOUSANDS, EXCEPT PER SHARE DATA AND FOOTNOTES)
2001
Revenues $ 13,048
Income (loss) before preferred dividend and
extraordinary loss from early extinguishment of debt $ 29,506
Extraordinary loss from early extinguishment of deb t (889)
Net income (loss) before preferred dividend $ 28,617
Net income (loss) applicable to shares of beneficia | interest $ 28,100(1)
Per share
Income (loss) applicable to shares of benefic ial interest
before extraordinary loss, basic $ 0.73
Extraordinary loss from early extinguishment of debt, basic (0.02)
Net income (loss) applicable to shares of ben eficial interest, basic $ 0.71
Income (loss) applicable to shares of benefic ial interest before
extraordinary loss, diluted $ 0.66
Extraordinary loss from early extinguishment of debt, diluted (0.02)

Net income (loss) applicable to shares of ben

(IN THOUSANDS, EXCEPT PER SHARE DATA AND FOOTNOTES)

2001
Revenues $ 5,798
Income (loss) before preferred dividend and
extraordinary loss from early extinguishment of debt $ (5,010)
Extraordinary loss from early extinguishment of deb t -
Net income (loss) before preferred dividend $ (5,010)
Net income (loss) applicable to shares of beneficia | interest $  (5527)(2)
Per share
Income (loss) applicable to shares of benefic ial interest
before extraordinary loss, basic $ (0.16)
Extraordinary loss from early extinguishment of debt, basic -
Net income (loss) applicable to shares of ben eficial interest, basic $ (0.16)
Income (loss) applicable to shares of benefic ial interest before
extraordinary loss, diluted $ (0.16)
Extraordinary loss from early extinguishment of debt, diluted -

Net income (loss) applicable to shares of ben

S ENDED

$  (0.09)
5009
$  (0.09)
$  (0.09)

$ 5,843
$  (5217)
$ (5217)

$ (0.16)
5019
$  (0.16)
$  (0.16)

(1) Includes a gain on sale of real estate of $80lllon from the sale of the Purchased Assets.

(2) Includes a write-down of investment of $2.7lroi, $4.4 million and $4.4 million for the secoritird and fourth quarters, respectively.

QUARTERS ENDED

MARCH 31 JUNE 30
2000
Revenues $ 17,398 $ 16,091
(Loss) income before preferred dividend and extraor dinary loss from
early extinguishment of debt $ (4,689) $ 56,207
Extraordinary loss from early extinguishment of deb t (3,092) (2,367)

Net (loss) income before preferred dividend $ (7,781) $ 53,840



Net income (loss) applicable to shares of beneficia | interest $ (8,489) $ 53,132(1)

Per share
(Loss) income applicable to shares of beneficial in terest

before extraordinary loss, basic $ (0.13) $ 1.33
Extraordinary loss from early extinguishment of deb t, basic (0.07) (0.06)
Net income (loss) applicable to shares of beneficia | interest, basic $ (0.20) $ 1.27
(Loss) income applicable to shares of beneficial in terest

before extraordinary loss, diluted $ (0.13) $ 1.15
Extraordinary loss from early extinguishment of deb t, diluted (0.07) (0.05)
Net (loss) income applicable to shares of beneficia I interest, diluted $ (0.20) $ 1.10

QUARTERS E NDED
SEPTEMBER 30 DECEMBER 31
2000
Revenues $ 16,276 $ 17,500
(Loss) income before preferred dividend and extraor dinary loss from
early extinguishment of debt $ (1,096) $  (4,090)

Extraordinary loss from early extinguishment of deb t - (606)
Net (loss) income before preferred dividend $ (1,096) $ (4,696)
Net income (loss) applicable to shares of beneficia | interest $ (1,613) $  (5,213)(2)
Per share
(Loss) income applicable to shares of beneficial in terest

before extraordinary loss, basic $ (0.04) $ (0.11)
Extraordinary loss from early extinguishment of deb t, basic - (0.01)
Net income (loss) applicable to shares of beneficia | interest, basic $ (0.04) $ (0.12)
(Loss) income applicable to shares of beneficial in terest

before extraordinary loss, diluted $ (0.04) $ (0.11)
Extraordinary loss from early extinguishment of deb t, diluted - (0.01)
Net (loss) income applicable to shares of beneficia | interest, diluted $ (0.04) $ (0.12)

(1) Includes a gain on sale of real estate of $&8llfon from the sale of Crossroads Mall.

(2) Includes a gain on sale of real estate of $fr6lllon from the sale of the Huntington Garage an$19.2 million loss on the carrying value
of assets identified for disposition.
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Independent Auditors' Report

The Board of Trustees and Shareholders
First Union Real Estate Equity and Mortgage Investts:

We have audited the accompanying combined baldrest of First Union Real Estate Equity and Mortghyestments and First Union
Management, Inc. and subsidiaries as of Decemhet@®I1, and the related combined statements oftipes and comprehensive income
(loss), shareholders' equity, and cash flows ferymar then ended. These combined financial statisnaee the responsibility of the
Company's management. Our responsibility is to@sgpan opinion on these combined financial statesesed on our audit.

We conducted our audit in accordance with audisitagndards generally accepted in the United Stdtdmerica. Those standards require that
we plan and perform the audit to obtain reasonasseirance about whether the financial statemeatses of material misstatement. An au
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstatiements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audit providesagonable basis for our opinion.

In our opinion, the combined financial statemerfenred to above present fairly, in all materiaects, the combined financial position of
First Union Real Estate Equity and Mortgage Investta and First Union Management, Inc. and subsédiars of December 31, 2001, anc
results of their operations and their cash flowslie year then ended in conformity with accountinigciples generally accepted in the
United States of America.

/'s/ KPMG LLP

New Yor k, New Yor k
March 22, 2002
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS
To The Securityholders And Trustees Of First UriRwal Estate Equity and Mortgage Investments:

We have audited the accompanying consolidated balsineet of First Union Real Estate Equity and lyagée Investments (an unincorpor:
Ohio business trust, also known as First Union Bs#hte Investments) and First Union Managemeat,(tnDelaware corporation) and its
subsidiaries as of December 31, 2000, and theecktaimbined statements of operations, compreheimsivene, shareholders' equity and ¢
flows for each of the two years in the period enBedember 31, 2000. These financial statementtharesponsibility of management. Our
responsibility is to express an opinion on thesarftial statements based on our audits. We didundit the financial statements of Imperial
Parking Limited for the year ended December 3191 9ich statements reflect total revenues of agprately 39 percent of the consolida
total. Those statements were audited by other @sdithose report has been furnished to us, andgnion, insofar as it relates to the
amounts included for those entities, is based wolelthe report of the other auditors.

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

In our opinion, based on our audits and the regloother auditors for 1999, the financial staterserferred 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, 2800 the results of their operations and their dasts for each of the two years in the period
ended December 31, 2000, in conformity with accignprinciples generally accepted in the Unitede3ta

Cleveland, Ohio,

March 7, 2001. /sl Arthur Andersen LLP
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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
First Union Management, Inc.

We have audited the combined statements of opagtowner's deficiency and cash flows of FUMI PagkBusiness for the year ended
December 31, 1999 (not presented separately hefidiaye financial statements are the responsilofithe management of the Business. Our
responsibility is to express an opinion on thesarftial statements based on our audit.

We conducted our audit in accordance with audisitagndards generally accepted in the United Stdtdmerica. Those standards require that
we plan and perform the audit to obtain reasonabéarance about whether the financial statemeatses of material misstatement. An ai
includes examining, on a test basis, evidence stipgdhe amounts and disclosures in the finarstaements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asatirgj the overall financial statement
presentation. We believe that our audits providesaonable basis for our opinion.

In our opinion, the combined financial statemerfenred to above present fairly, in all materiarects, the results of operations and cash
flows of FUMI Parking Business for the year endezt®mber 31, 1999 in accordance with generally dedegrcounting principles generally
accepted in the United States of America.

/ 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.

a. On September 21, 2001, the Audit Committee ®fTitust's Board of Trustees proposed, and its BofTdustees approved, the dismisse
the accounting firm of Arthur Andersen LLP as itdépendent accountants and the appointment ottimuating firm of KPMG LLP as its
independent accountants for the Trust.

b. The reports of Arthur Andersen LLP for the fisgears ended December 31, 1999 and December 80,d0 not contain an adverse
opinion or disclaimer of opinion and were not gfiedl or modified as to uncertainty, audit scop@accounting principles. Arthur Andersen
LLP stated in its report with respect to the fispahr ended December 31, 1999 that it did not dhdifinancial statements of Imperial Parl
Limited for the year ended December 31, 1999, whtakements reflect total assets and total reveoiuggproximately 12 percent and
approximately 39 percent of the related consolidiédéals. In its report, Arthur Andersen LLP stathdt the financial statements of Imperial
Parking Limited for the year ended December 3191W8re audited by other auditors whose report wasshed to Arthur Andersen LLP &
the report of Arthur Andersen LLP, insofar as lated to the amounts included for Imperial Parkingited, was based solely on the repor
the other auditors.

c. In connection with the audits of the Trust'sfinial statements for the fiscal years ended DeeeBih 2000 and December 31, 1999, ar
the subsequent interim period preceding the dishiisere were no disagreements with Arthur AndetdeP on any matter of accounting
principals or practices, financial statement disale, or auditing scope or procedure, which disagents, if not resolved to the satisfactio
Arthur Andersen LLP, would have caused it to maKenence to the subject matter of the disagreenieigtsnnection with its report.

d. In connection with the audits of the Trust'sffinial statements for the fiscal years ended Deeeib 2000 and 1999, and through the
subsequent interim period preceding the dismi#isaie were no "reportable events" as that terneseiibed in Item 304(a)(1)(v) of
Regulation S-K.

e. The Trust has provided Arthur Andersen LLP wittopy of the disclosures which the Trust madéeimi4 of a Form 8-K filed by the Trust
on September 28, 2001 and requested that Arthuesed LLP furnish it with a letter addressed toSkeurities and Exchange Commission
stating whether or not it agreed with such disalesuA copy of such letter dated September 24, 2@l filed as Exhibit 16.1 to the Form 8-
K.

f. The Trust had not consulted with KPMG LLP durthg previous two fiscal years and the interim qusiprior to their appointment on any
matters which were the subject of any disagreemewith respect to any "reportable event" as isndef in Item 304 of Regulation K-or the
type of audit opinion which might be rendered o Tust's financial statements.

g. KPMG LLP (Canada) is the independent auditoMenTek International, Inc., an affiliate of theu®t, and for Imperial Parking
Corporation, formerly an affiliate of the Trust.
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PART IlI
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE TR UST.
(a) DIRECTORS.
"Election of Trustees" presented in the Trust's2Bfbxy Statement to be filed is incorporated hmebgi reference.
(b) EXECUTIVE OFFICERS.
"Executive Officers" as presented in the Trust82Broxy Statement to be filed is incorporated indog reference.
ITEM 11. EXECUTIVE COMPENSATION.

"Compensation of Trustees" and "Executive Compémsatpresented in the Trust's 2002 Proxy Statertehe filed are incorporated herein
by reference.

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

"Security Ownership of Trustees, Officers and Géhe@resented in the Trust's 2002 Proxy Statemele tiled is incorporated herein by
reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS
"Certain Transactions and Relationships" preseint¢ite Trust's 2002 Proxy Statement to be filedd®rporated herein by reference.
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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, 2001 ar@i@Dpage 30 of Item 8.

Combined Statements of Operations and Comprehehsieene
(Loss) - For the Years Ended December 31, 20010 206@ 1999 on page 31 of Iltem 8.

Combined Statements of Shareholders' Equity - fi@iyiears Ended December 31, 2001, 2000 and 199agm 32 of Item 8.
Combined Statements of Cash Flows - For the Yeade& December 31, 2001, 2000 and 1999 on page I&nho8.
Notes to Combined Financial Statements on pagéisr8dgh 54 of ltem €
Reports of Independent Public Accountants on pagiimugh 57 of Item 8.
(2) FINANCIAL STATEMENT SCHEDULES:
Report of Independent Public Accountants on Firdrigfatement Schedules.
Schedule Il - Real Estate and Accumulated Depreci@n.

All Schedules, other than I, are omitted, asitifermation is not required or is otherwise furrésh

(b) EXHIBITS.
Exhibit Incorporated Her ein by
Number Description Reference to
(2)(a) Agreement and Plan of Merger and Contrib ution by and among First ~ Form 8-K dated Februa ry 14, 2002
Union Real Estate Equity and Mortgage In vestments, that certain
Ohio Trust, declared as of October 1, 19 96, by Adolph Posnick,
Trustee, First Union Management, Inc., G GC Merger Sub, Inc., Gotham
Partners, L.P., Gotham Golf Partners, L. P., Florida Golf
Associates, L.P., Florida Golf Propertie s, Inc., and Gotham Golf
Corp.
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(3)(@) By-laws of Trust as amended

(3)(b) Certificate of Amendment to Amended and
Trust as of March 6, 2001

(4)(@) Form of certificate for Shares of Benefi

(4)(b) Form of Indenture governing Debt Securit
between Trust and Society National Bank

(4)(c) First Supplemental Indenture governing D
31, 1998 between Trust and Chase Manhatt
Association

(4)(d) Form of Note

(4)(e) Rights Agreement between Trust and Natio
7,1990

(4)(f) Certificate of Designations relating to
Redeemable Preferred Shares of Beneficia

(4)(g) Warrant to purchase 500,000 shares of be

(10)(a) 1999 Trustee Share Option Plan

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

(10)(c) Shareholders Agreement dated April 17, 1
Inc. First Union Management, Inc. and th
Schedule A

(10)(d) Assignment dated March 27, 1997 between
Equity and Mortgage Investments and Firs

1998 Form 10-K

Restated Declaration of 2000 Form 10-K

cial Interest Registration Statemen

ies, dated October 1, 1993 Registration Statemen
ebt securities, dated July 2000 Form 10-K

an Trust Company, National

Registration Statemen

nal City Bank dated March  Form 8-A dated March

Trust's Series A Cumulative Form 8-K dated Octobe
| Interest

neficial interest of Trust 1998 Form 10-K

1999 Proxy Statement
17,1999 in lieu of A

n 1999 Proxy Statement
17,1999 in lieu of A

997 between 504308 N.B.,  March 31, 1997
e individuals listed on Form 10-Q

First Union Real Estate March 31, 1997
t Union Management, Inc. ~ Form 10-Q
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t on Form S-3 No. 33-2818

t on Form S-3 No. 33-68002

t on Form S-3 No. 33-68002

30, 1990 No. 0-18411

r 24, 1996

for Special Meeting held May
nnual Meeting

for Special Meeting held May
nnual Meeting



(10)(e) Registration Rights Agreement as of Nove
First Union Equity and Mortgage Investme
L.P., Gotham Partners Ill, L.P., and Got
Ltd.

(20)(f) Asset Management Agreement executed Marc
Partners, LLC. **

(10)(g) Promissory note dated April 20, 2000 bet
and First Union National Bank

(10)(h) Mortgage and Security Agreement dated Ap
Plaza Mall, LLC and First Union National

(10)(i) Cash Management Agreement dated April 20
Mall, LLC, as borrower, Landau & Heymann
manager and First Union National Bank, a

(10)(j)) Amendment to Asset Management Agreement
Radiant Partners, LLC **

(20)(k) Contract of Sale dated September 15, 200
Radiant

(10)(I) Contract of Sale (Long Street Property)
between the Trust and Radiant

(10)(m) Letter regarding purchase of Long Street
(20)(n) Amendment to Asset Management Agreement
(10)(0) Second Amendment to Asset Management Agr
(20)(p) Third Amendment to Asset Management Agre

(10)(q) Fourth Amendment to Asset Management Agr

mber 1, 1999 by and among 1999 Form 10-K
nts and Gotham Partners,
ham Partners International,

h 27, 2000 with Radiant March 31, 2000
Form 10-Q
ween Park Plaza Mall, LLC  Form 8-K dated May 11

ril 20, 2000 between Park  Form 8-K dated May 11
Bank

, 2000 among Park Plaza Form 8-K dated May 11
of Arkansas, Inc., as
s holder

executed May 31, 2000 with Form 8-K dated June 6

0 between the Trust and Form 8-K dated Septem

dated September 15, 2000  Form 8-K dated Septem

property Form 8-K dated Septem
*x September 30, 2000 Fo

eement ** September 30, 2000 Fo
ement ** September 30, 2000 Fo
eement ** September 30, 2000 Fo
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, 2000

, 2000

, 2000

ber 26, 2000

ber 26, 2000

ber 26, 2000
rm 10-Q
rm 10-Q
rm 10-Q

rm 10-Q



(10)(r)  Fifth Amendment to Asset Management Agre

(10)(s) First Amendment to Contract of Sale

(10)(t) Second Amendment to Contract of Sale

(10)(u) Third Amendment to Contract of Sale

(10)(v) Fourth Amendment to Contract of Sale

(10)(w) Fifth Amendment to Contract of Sale

(10)(x) Contract of Sale (Long Street Property)

(10)(y) Contract of Sale (Long Street Property)

(10)(z) Purchase Agreement for Huntington Garage

(10)(aa) Modification to Asset Management Agreeme

(10)(bb) Voting Agreement dated as of February 13
Trust, Gotham and Messrs. Ackman, Altobe
Citrin and Embry

(23)(a) Consent of KPMG LLP *

(23)(b) Consent of Andersen LLP *

(23)(c) Consent of KPMG LLP*
(24) Powers of Attorney *

* Filed herewith

None.

ement ** September 30, 2000 Fo
September 30, 2000 Fo
September 30, 2000 Fo
Definitive Proxy Stat
Definitive Proxy Stat
Definitive Proxy Stat

- First Amendment Definitive Proxy Stat

- Second Amendment Definitive Proxy Stat
September 30, 2000 Fo

nt** 2000 Form 10-K

, 2002, by and among the Form 8-K dated Februa
llo, Bruce R. Berkowitz,

** Management contract or compensatory plan orrayeanent

(c) REPORTS ON FORM 8-K - FILED ON OR BEFORE DECEHMRB 31, 2001.
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SIGNATURES

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

FIRST UNION REAL ESTATE EQUITY AND
MORTGAGE INVESTMENTS

By: /s/ Wlliam A Ackman

WIlliam A Ackman
Chai r man

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

SIGNATURE TITL E DATE

Principal Financial Officer March 29, 2002

/sl Neil H. Koenig Interim Chief Financial Officer

Neil H. Koenig

Trustees:
Date
William A. Ackman*
Daniel J. Altobello*
Bruce R. Berkowitz*
Jeffrey B. Citrin*
Talton R. Embry*

March 29, 2002

~—

SIGNATURE
*By: /s/Neil H. Koenig
Neil H. Koenig, Attorney-in-Fact

64



Independent Auditors' Report

The Board of Directors and Stockholders
First Union Real Estate Equity and Mortgage Investts:

Under date of March 22, 2002, we reported on thelidned balance sheet of First Union Real Estatét{zgnd Mortgage Investments and
First Union Management, Inc. and subsidiaries d3eafember 31, 2001, and the related combined statisnof operations and comprehen
income (loss), shareholders' equity, and cash ffowthe year ended, which is included in the AdRigport on Form 10-K. In connection
with our audit of the aforementioned combined fitiahstatements, we also audited the related coeadbfimancial statement schedule listed

under item 14(a)(2) on page 60. This financialestagnt schedule is the responsibility of the Comfzamanagement. Our responsibility is to
express an opinion on this financial statementdualeebased on our audit.

In our opinion, such 2001 financial statement satedvhen considered in relation to the basic comtifinancial statements taken as a
whole, present fairly, in all material respect® thformation set forth therein.

/'s/ KPMG LLP

New Yor k, New Yor k
March 22, 2002
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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 statxlgenerally accepted in the United States, thébowad financial statements included in
this Form 10-K, and have issued our report thedgadad March 7, 2001. Our audit was made for thpgme of forming an opinion on those
combined statements taken as a whole. The schddissunder Item 14(a)(2) on page 60 are thearesipility of the registrant's
management and are presented for purposes of comgpith the Securities and Exchange Commissiané&srand are not part of the basic
combined financial statements. These schedulesleem® subjected to the auditing procedures apjligte audit of the basic combined
financial statements and, in our opinion, fairlgtetin all material respects the financial datairegl to be set forth therein in relation to the
basic combined financial statements taken as aavhol

Arthur Andersen LLP

Cleveland, Ohio,
March 7, 2001.
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Schedule Il

REAL ESTATE AND ACCUMULATED DEPRECIATION
As Of December 31, 2001
(In thousands)

Cost capitalized
subsequent to
Initial cost to Registrant  acquisition

Building and  Building and

Description Encumbranc es Land Improvements Improvements
Shopping Mall:
Park Plaza, Little Rock, AR $42,078 $ 5,816 $58,037 $ 607

Office Building:
Circle Tower, Indianapolis, IN - 270 1,609 3,574

Real Estate net carrying value at
December 31, 2001 $42,078 $6,086  $59,646 $4,181

As of December 31, 2001

—————————— Ye ar
Building and Accumulated constr uction  Date

Description Land Improvements ~ Total  depreciation comp leted Acquired Life
Shopping Mall:

Park Plaza, Little Rock, AR $5,816 $58,745 $64,561 $ 6,690 1 988 9/1/97 40
Office Building:

Circle Tower, Indianapolis, IN 270 5,444 5,714 3,418 1 930 10/16/74 40
Real Estate net carrying value at

December 31, 2001 $ 6,086 $64,189 $70,275 $10,108

Aggregate cost for federal tax purposes is apprateig $70,275.
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Schedule Il

- Continued
The following is a reconciliation of real estatsets and accumulated depreciation for the yearsdebBdcember 31, 2001, 2000, and 1999.

(In thousands)
Years Ended December 31,

2001 2000 1999
Asset reconciliation:
Balance, beginning of period $ 273,383 $ 335,325 $ 806, 859
Additions during the period:
Improvements 722 10,685 12, 215
Equipment and appliances 2 250 273
Reduction in reserve on carrying value
of real estate assets - - 48, 633
Transfer from First Union corporate - 1,453 -
Deductions during the period:
Sales of real estate (203,832) (44,106) (522, 952)
Spinoff of Impark - (11,074) -
Unrealized loss on carrying value of real estate as sets - (19,150) 9, 800)
Currency revaluation of foreign real estate - - 493
Other - write-off of assets and
certain fully depreciated
tenant alterations - - ( 396)
Balance, end of period: $ 70,275 $ 273,383 $ 335, 325
Accumulated depreciation
Reconciliation:
Balance, beginning of period $ 68,507 $ 75,275 $ 165, 358
Additions during the period:
Depreciation 3,553 11,064 19, 488
Transfer from First Union corporate - 551 -

Deductions during the period:
Sales of real estate (61,952) (18,269) (109, 247)

Spinoff of Impark (114)
Write-off of assets and certain fully

depreciated tenants alterations - - ( 324)
Balance, end of period $ 10,108 $ 68,507 $ 75, 275
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Exhibit 23(a)
Independent Auditors' Consent

The Board of Trustees
First Union Real Estate Equity and Mortgage Investts:

We consent to the incorporation by reference irrdlggstration statement Nos. 33-57756, 333-009%33@3-63547 on Form S-3 and No. 333-
90107 on Form S-8 of First Union Real Estate Eqaitg Mortgage Investments of our reports dated Mak; 2002, with respect to the
combined balance sheet of First Union Real Estgtét{fand Mortgage Investments and First Union Mgmaent, Inc. as of December 31,
2001, and the related combined statements of opasatind comprehensive income (loss), shareholeguity, and cash flows for the year
then ended, and the related financial statememidsd, which reports appear in the December 311 2@@nhual report on Form 10-K of First
Union Real Estate Equity and Mortgage Investments.

/'s/ KPMG LLP

New Yor k, New Yor k
March 28, 2002
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EXHIBIT 23(b)
CONSENT OF INDEPENDENT PUBLIC ACCOUNTANTS

As independent public accountants, we hereby cansehe incorporation by reference in the RegigiraStatements on Form S-3
(Registration Nos. 333-953 and 333-63547) and omF®-8 (Registration No. 333-90107) of the Trusbof reports, dated March 7, 2001,

relating to the consolidated financial statement$ financial statement schedule as of Decembe2@®10 and for each of the two years in the
period then ended included in this Form 10-K.

/sl Arthur Andersen LLP

d evel and, Ohi o,
March 28, 2002.
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Exhibit 23(c)
Independent Auditors' Consent

The Board of Trustees
First Union Management, Inc.:

We consent to the incorporation by reference irrdlggstration statement Nos. 33-57756, 333-009%33@3-63547 on Form S-3 and No. 333-
90107 on Form S-8 of First Union Real Estate Eqaitg Mortgage Investments of our reports dateduzgeprd, 2000, with respect to the
combined statements of operations, owner's defigieend cash flows of FUMI Parking Business forykar ended December 31, 1999 (not
presented separately therein), which reports agpebhe December 31, 2001, annual report on Fors dd First Union Real Estate Equity
and Mortgage Investments.

/sl KPMG LLP
Chartered Accountants

Vancouver, Canada
March 28, 2002
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Exhibit 24
FIRST UNION REAL ESTATE EQUITY AND MORTGAGE INVESTM ENTS

ANNUAL REPORT ON FORM 10-K
FOR THE YEAR ENDED DECEMBER 31, 2001

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, 2001 (the "Form 10-K")sdegeby 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, 2002.

/sl WIlliam A Ackman

William A Acknan

/sl 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
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