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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, 2002
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™). As of December 31, 2002, FUMI's onlymaining operating subsidiary is
VenTek International, Inc. ("VenTek"). VenTek isthe business of manufacturing, installing and liog maintenance of parking and
transit ticket vending equipment.

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

On July 22, 1998, tax legislation was enacted imgithe "grandfathering rules" applicable to std@REITS 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 filirith the Securities and Exchange
Commission on or before March 26, 1998, will beilatited 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 offioédings and parking facilities. The
Trust's portfolio was diversified by type of progergeographical location, tenant mix and rentatkef As of December 31, 2002, the Trust
owned two real estate properties, one shopping anallone office property, and had investments B. Wreasury Bills. The Trust's shopping
mall is known as Park Plaza Mall and is locatetiitie Rock, Arkansas. The Trust's office propagiknown as Circle Tower and is located
in Indianapolis, Indiana.

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

The Trust's office property competes for tenanitsggually with office buildings throughout the argawhich it is located. Competition for
tenants has been and continues to be intense drasieof rent, location and age of the buildinige Trust's segment data may be found in
footnote 18 to the Combined Financial Statementtem 8.

The only person employed by the Trust as of Decei®bg2002, is Neil H. Koenig, Interim Chief FinaalcOfficer. As of December 31,
2002, VenTek had 26 employees.



RISK FACTORS
THE PROPOSED TRANSACTION

On February 13, 2002, the Trust entered into andise Agreement and Plan of Merger and Contributjpursuant to which the Trust agreed
to merge with and into Gotham Golf Corp. ("Gothawlf3, a Delaware corporation controlled by GothRartners, L.P. ("Gotham Partner:

at that time the beneficial owner of 16.8% of thasF's outstanding common shares. If consummaiedyroposed transaction would result in
the Trust's common shareholders receiving as memwideration for each Trust common share:

- $1.98 in cash;

- a choice of (a) an additional $0.35 in cash drafiproximately 1/174th (0.0057461) of a debt instent to be issued by Southwest Shopping
Centers, Co. Il, L.L.C. (a whollgwned subsidiary of the Trust), with a face valt8100 (which is an effective price of $60.91 paed value
of $100), indirectly secured by the Trust's primtigeal estate assets (such debt instrument rdfeana this document as a note); and

- three-fiftieths (0.06) of a non-transferable utifieated subscription right, with each whole rigixercisable to purchase one Gotham Golf
common share at $20.00 per share and, subjecattabiity and proration, additional Gotham Golfremon shares at $20.00 per share, fc
to an aggregate of approximately $41 million of li@oh Golf common shares.

The proposed transaction is subject to severalitons, including the approval of the Trust's conmshareholders and the obtaining of
certain third party consents. The Trust's commamediolders approved the proposed transaction bsethésite majority vote at a November
27, 2002 meeting of shareholders. Litigation hasearwith respect to the proposed transaction]tregun the granting of an injunction
preventing the proposed transaction from going &mdvAlthough the injunction is being appealed iy Trust and Gotham Partners, there
can be no assurance that the injunction will kedifthat all required third party consents willdigained and that the proposed transaction
will be consummated.

THE MERGER AGREEMENT FOR THE PROPOSED TRANSACTION C ONTAINS OPERATING COVENANTS

Under the merger agreement, the Trust has agresahiply with certain restrictions in its conductlasperations. These restrictions will
remain in place until either the proposed transads consummated or the merger agreement is tatednAmong other things, the Trust has
agreed to conduct its business in the ordinarysmand that, except as consented to in writing &h&n Partners or required by law, it will;

- Not amend its Amended and Restated Declaratidmast or other organizational documents, splitemlassify its shares, declare any
dividend except for regular quarterly dividendstla preferred shares or take any action that woalde the conversion price with respect to
the preferred shares to change;

- Not issue or sell any additional shares of berafinterest or other equity securities and noessd, purchase or acquire, or offer to purcl
or acquire, any of its shares of beneficial interes

- Not incur any indebtedness other than in thenangi course under existing credit facilities antimake any capital or other expenditures;

- Not sell, pledge, dispose of or encumber any ratassets and not discharge, settle or pay gffcéaims, liabilities or obligations of any
kind or any nature; and



- Not enter into any contract or commitment prongifor sales or purchases by the Trust and, sutsjeagtplicable law and the fiduciary duty
of the Trust's trustees, take any action or refit@im taking any action, enter into any contractedrain from entering into any contract or
make any undertaking or refrain from making anyarteking, in each case as requested by Gothamédpaitnits sole discretion.

These operating covenants, along with the otheemants in the merger agreement, effectively pretrenfrust from executing any business
strategy other than maintenance of its currentteiss®l pursuit of the proposed transaction withh@aot Golf, without the consent of Gotham
Partners.

RISKS WITHOUT GIVING EFFECT TO THE PROPOSED TRANSAC TION

An investment in the Trust's securities involvesouss risks without giving effect to the proposeahisaction. The following factors should be
carefully considered in addition to the other imi@ation set forth in this report.

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, 2003, the Trust's real estate
properties consist of a shopping center in LittecR Arkansas and an office building in Indianagplndiana. 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, the Trust believes that it will maintemualification as a REIT for 2003 if the
proposed transaction is not consummated. The @aeg not anticipate having to invest in REMICsdefned in the section "Risk Associa
with Investment in REMICs," in 2003 in order to ¢ifyaas a REIT in 2003. If the Trust were to invastadditional non-real estate assets in
2003, the Trust might not qualify as a REIT in 2003

The Trust cannot presently determine whether itaaihtinue to qualify as a REIT after 2003. 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

Background. Dillard Department Stores, Inc. (refdrto herein as "Dillard's"), the only anchor dépant store at the Trust's Park Plaza Mall
located in Little Rock, Arkansas, owns its facd#i(two stores at opposite ends of the mall) asdahaagreement with a subsidiary of the 1
that contains an operating covenant requiring dgerate these facilities continuously as retgiladement stores until July 2003. The Trust
approached Dillard's to extend this covenant gaoats expiration but, to date, Dillard's has deeti to do so. In the event that Dillard's ceases
to operate its stores at the Park Plaza Mall, #teevof the Park Plaza Mall would be materially adgersely affected. These events may
result in a decline in net revenue that may triggeevent of default under the senior mortgage $samured by the Park Plaza Mall. There can
be no assurance that Dillard's will extend or reftewperating covenant on terms acceptable tdthst or continue to operate its stores a
Park Plaza Mall. (See "Park Plaza Mall" in ItemiManagement's Discussion and Analysis of Finar€@idition and Results of Operations -
Liquidity and Capital Resources").



Proposed New Mall and Related Litigation. The Tissiware of the proposed construction of a new imahe vicinity of the Park Plaza
Mall, which would be developed by Dillard's andptstner, and would be anchored by Dillard's, amathgr department store anchors.
During the first quarter of 2001, the Little Roosard of directors approved a change in zoningwluatld allow construction of the proposed
new mall; however, as described more fully beldve, approval of the zoning change was overturngddigial order in June 2002. In the
event that the new mall is built, the anchor maglide to extend or renew its operating covenant@ebse operating its stores at the Park
Plaza Mall.

Legal actions have been taken by local citizengverse the decision of the Little Rock board oédiors with respect to the zoning for the
development of the proposed new mall. On June B2 2he court issued an opinion invalidating theisien of the Little Rock board of
directors with respect to zoning of the proposed mall and permanently enjoining the City of Litieck from issuing any building permits
or taking any other action pursuant to the invalidinances with respect to the proposed new mh#. decision has been appealed to the
Supreme Court of Arkansas, with no decision exgkebefore June 2003. There can be no assurancefaslength of time or potential
outcome of the appeal. It is also possible thappnents of the new mall will file a new applicatitmnrezone the proposed area for a new
competing retail development during the pendenayisfappeal.

CIRCLE TOWER

The Trust's ownership interest in the Circle Towa#ice property in Indianapolis, Indiana, includefeasehold interest in a ground lease. The
original ground lease was entered into in 1910jregpn 2009 with an option for an additional 9&ggewhich has been exercised, and
contains a "gold clause" provision that may resuét rent increase if the leasehold interest id.sbhe resulting rent increase could be
substantial. In addition, the marketability of Qérd ower is also adversely affected by the uncetyeof the rent rate for the renewal term of
the ground lease. Until the rental rates are foeai(which is not expected to occur until the pirdthin 90 days prior to the expiration of the
original term), it may be difficult to sell Circleower. Accordingly, it may be in the economic i®rof the Trust to hold the leasehold
interest indefinitely.

GENERAL PROPERTY ISSUES

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 14%efaggregate 2003 annualized base rents from the'Sremaining properties
(representing approximately 12% of the net rentableare feet at the properties) expire without e premium through the end of 2003,
and leases accounting for approximately 8% of agagee2003 annualized base rent from the propdrégsesenting approximately 9% of the
net rentable square feet at the properties) aredsiddd to expire in 2004. Other leases grant teagnts early termination rights upon payn
of a termination penalty. The Trust has estimaledeixpenditures for new and renewal leases for 28632004 but no assurances can be
given that the Trust has correctly estimated sxgleeses. Lease expirations will require the Trasbtate new tenants and negotiate
replacement leases with such tenants. Replaceres#d typically require the Trust to incur tenargrovements, other tenant inducements
and leasing commissions, in each case, which mdygher than the costs relating to renewal led$éise Trust is unable to promptly relet or
renew leases for all or a substantial portion efghace, subject to expiring leases, if the reatak upon such renewal or reletting are
significantly lower than expected or if the Truséserves for these purposes prove inadequat@ytsés revenues and net income could be
adversely affected.



Tenant Concentration. The Trust's 10 largest tanfantits two properties (based on pro forma baséfor 2003) aggregate approximately
32% of the Trust's total base rent and approxima&s% of the Trust's net rental square feet an@ hamaining lease terms ranging from
approximately one to nine years. The Trust's largemnt, the Gap Stores, (i.e., the GAP, GAP MKius Banana Republic) represents
approximately 10% of the pro forma aggregate anpeghlbase rent for 2003 and 8% of the pro formaemtable square feet at the proper
Its lease expires on April 30, 2005. Although thrast believes that it has a good relationship wihbh of its principal tenants, the Trust's
revenues would be disproportionately and advems#hcted if a significant number of these tenaidsbt renew their lease or renewed their
leases upon expiration on terms less favorableddtust.

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, continues talingignificant operating losses. The
Trust has provided performance bond guaranteeseehit#o with respect to two contracts of VenTekhransit authorities, which contracts
are in the amounts of $6.2 million and $5.3 millidimese contracts are for the manufacture, insi@miland maintenance of transit ticket
vending equipment by VenTek. The guarantees areateg to expire within the next two years basethercommencement of contractual
warranty and maintenance periods now in effect ubdeh contracts. As of March 15, 2003, no amotbatge been drawn against these
guarantees. If VenTek is unable to perform in agance with these contracts, the Trust may be resiplerfor payment under these
guarantees. Also, in connection with one of themesit contracts, VenTek may be liable for liquathtlamages (as calculated under the
contract) related to delays in completion of thetracts. (See "VenTek" in Item 7 under "Managensddiscussion and Analysis of Financial
Condition and Results of Operations - Liquidity aapital Resources").

THERE IS NO ASSURANCE THAT THE TRUST'S BUSINESS AAREGY, 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 combinatisrthe Board of Trustees may determine.
In February 2002, the Board of Trustees authoriedrrust to enter into the merger agreement wigth&m Partners and proceeded to pu
the proposed transaction, which was approved bgdh@mon shareholders in November 2002; howevergdhsummation of the proposed
transaction has been prevented by the issuanaeiofumction. There can be no assurance that fhadtion will be lifted or that the propos
transaction will be consummated.

In the event that the proposed transaction witth&@uwt Partners is not consummated, it is the cuméemtion of the Trustees of the Trust to
continue to operate the Trust as an ongoing erserpnd to examine other strategic alternativeg ibiitl deems it appropriate to do so. No
alternative transaction would be considered withbeatBoard first conducting a full examination @f $trategic alternatives. Furthermore, the
Board of Trustees of the Trust has no presentiioieof liquidating the Trust. In the event tha¢ throposed transaction with Gotham Part)

is not consummated, the Board of Trustees woultlat& select and execute a new business stratdigh may involve the use of the
Trust's available cash for acquisition of new irirents. There can be no assurance that any sucbusdness strategy, when determined,
will be successfully implemented and that replacenassets, if any, will provide greater returnsh® shareholders than either the current
status or the proposed transaction.



RISK ASSOCIATED WITH INVESTMENT IN REMICS.

If the Trust desires to maintain its REIT statug@2003, 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 2002, the
Trust was not required to make any minimum distidns to its common shareholders. During the firs second quarters of 2002, the B¢
of Trustees paid a $0.10 per share dividend to comshareholders.

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

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

ILLIQUIDITY OF REAL ESTATE

Real estate investments are relatively illiquideTirust's ability to vary its real estate portfaharesponse to changes in economic and other
conditions will therefore be limited. If the Trudcides 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 exceerldmount of the Trust's investment.
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INCREASES IN PROPERTY TAXES COULD AFFECT THE TRUST' S ABILITY TO MAKE EXPECTED SHAREHOLDER
DISTRIBUTIONS

The Trust's real estate investments are all suljaetal 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 thet Bnd its ability to pay dividends to sharehddderd to pay amounts due on its
indebtedness.

ENVIRONMENTAL LIABILITIES

The obligation to pay for the cost of complyinglwéxisting environmental laws, ordinances and i&gns, as well as the cost of complying
with future legislation, may affect the 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 costsehoval or remediation of hazardous or toxic
substances on or under the property. Environméated often impose liability whether or not the owne operator knew of, or was
responsible for, the presence of such hazardotoximr substances and whether or not such substamniggisated from the property. In
addition, the presence of hazardous or toxic snbstg or the failure to remediate such propertpgry, may adversely affect the Trust's
ability to borrow by using such real property aflateral. The Trust maintains insurance relatepgdtential environmental issues on its cur
and previously owned properties.

Certain environmental laws and common law prin@mleuld be used to impose liability for releasebafardous materials, including
asbestos-containing materials or "ACMs," into thei@nment. In addition, third parties may seelorary from owners or operators of real
properties for personal injury associated with expe to released ACMs or other hazardous mateBaldronmental laws may also impose
restrictions on the use or transfer of propertyl #iese restrictions may require expendituresotmection with the ownership and operation
of any of the Trust's properties, the Trust, FUMd @ahe other lessees of these properties may lole 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 &aptlo pay amounts due on their indebtedness arunegipect to the Trust, to pay dividends
to its shareholders.

Prior to undertaking major transactions, the Thast hired independent environmental experts t@vesgpecific 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 occurrimyvéver, 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, tieget measures will successfully insulate the Trast all such liabilities.

An environmental assessment of the Park Plaza itftitified the potential for asbestos to be presetite resilient vinyl floor tiles in retail
tenant storage areas and service corridors aretindoling tower fill. A third party consultant adaded 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.
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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 persongefmaation 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 prope&ggnst losses of a catastrophic nature, suchrasise acts, earthquakes and floods, because
such losses are uninsurable or not economicallyrédde. The Trust will use its discretion in detarimg amounts, coverage limits and
deductibility provisions of insurance, with a viéwmaintaining appropriate insurance coverage omitestments at a reasonable cost and on
suitable terms. This may result in insurance cayetaat, in the event of a substantial loss, waowoldbe sufficient to pay the full current
market value or current replacement cost of theitnestment and also may result in certain logsdsg totally uninsured. Inflation, changes
in building codes, zoning or other land use orda®an environmental considerations, lender imposstiictions and other factors also might
make it not feasible to use insurance proceedspiace the property after such property has beeraded or destroyed. Under such
circumstances, the insurance proceeds, if anyivet®dy the Trust might not be adequate to restereconomic position with respect to such

property.
INABILITY TO REFINANCE

The Trust is subject to the normal risks associaitigll debt and preferred stock financings, incladine risk that the Trust's cash flow will be
insufficient to meet required payments of princigatl 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. ITthst 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 Tmugtits ability to pay dividends to shareholders amgay amounts due on its indebtedness.
Furthermore, if a property is mortgaged to secaygent of indebtedness and the Trust is unablestet mortgage payments, the mortgagor
could foreclose upon the property, appoint a resreind receive an assignment of rents and leagagsuwe other remedies, all with a
consequent loss of revenues and asset value Tade Foreclosures could also create taxable ircaithout accompanying cash proceeds,
thereby hindering the Trust's ability to meet tHel Rdistribution requirements of the Code.

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 fent 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 defadiucertain 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 far Common Shares.
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RESULTS OF OPERATIONS MAY BE 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 atfter regulatory requirements;
- the ongoing need for capital improvements, paldidy in older structures;

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

- adverse changes in governmental rules and fisualies;

- adverse changes in zoning and other land use kavids

- earthquakes and other natural disasters (whighresalt in uninsured losses) and other factorskvhre beyond its control.
PAYMENT OF GOTHAM PARTNERS EXPENSES DUE TO TERMINAT ION OF MERGER AGREEMENT

In the event that the merger agreement is terminde to certain circumstances (including thoseritesd below), the Trust may have to pay
the expenses of Gotham Partners in connectionthélproposed transaction. As provided in the meagezement, the obligation to pay
Gotham Partners expenses could be triggered gtirénation of the merger agreement with respeentpone of the following
circumstances:

- If the Trust's shareholders have failed to apptbeemerger agreement and the transactions cordésdpthereunder by a majority vote of
Common Shares.

- If the Trust determines to enter into a defirgtagreement with another party providing for anuisition transaction other than the proposed
transaction, which is deemed by the Board of Tesste be superior to the proposed transaction.

- With respect to certain representations, wareanir covenants in the merger agreement, if thet Tnaterially breaches these
representations, warranties or covenants excepidfbreaches were from failures as would not ressly 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 agreemeéhthe Trust breaches these representationsamtés or covenants.

- If the Board of Trustees of the Trust has withraor adversely amended in any material respeapitsoval or recommendation to the
Trust's shareholders of the merger agreement drahsactions contemplated thereby, other thaexbecise of the subscription rights or the
Note election described in Item 7 below under "Mgmaent's Discussion and Analysis of Financial Ciimdliand Results of Operatio- The
Proposed Transaction".
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The Trust is contractually obligated under the reeagreement to pursue the proposed transactibnGatham Partners unless a superior
proposal is made; that is, an offer consistingasfhcor publicly traded securities for more than 3ff%he Trust's common shares or all or
substantially all of the Trust's assets that wdnddnore favorable to the holders of the commoneshtiran the proposed transactions unde
merger agreement with Gotham Partners. The peridigrgtion opposing the transaction does not ghe Trust the contractual right under
merger agreement to terminate its obligations toplete the transaction. If the Trust were to sedietminate its obligations solely for that
reason, the Trust could incur a liability to GothBartners that may include responsibility for tgment of Gotham Partners' expenses for
the transaction, which the Trust believes may ex&8emillion.

CAUTIONARY STATEMENTS CONCERNING FORWARD-LOOKING ST ATEMENTS

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

- the declaration or payment of distributions 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 projeest assets or other businesses by the Trust orlFUM

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

- the availability of debt and equity financing,

- interest rates,

- general economic conditions,

- supply and customer demand,

- trends affecting the Trust or FUMI,

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

- the anticipated performance of the Trust or Fld of acquired properties and businesses, in@dudiithout limitation, statements
regarding anticipated revenues, cash flows, furate foperations, earnings before interest, depiieciaind amortization, property net
operating income, operating or profit margins aadsgtivity to economic downturns or anticipatedwgtto or improvements in any of the
foregoing,
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- the ability of the Trust or FUMI and of acquirprbperties and businesses to grow, and

- developments in or outcomes of the PreferredeStadder Lawsuit or the Common Shareholder Laws(ftse "Item 3. Legal Proceedings",
below.)

Shareholders are cautioned that, while forward-logpktatements reflect the respective companiex fmith beliefs, they are not guarantees
of future performance and they involve known anlinown risks and uncertainties. Actual results miégdmaterially from those in the
forward-looking statements as a result of vari@addrs. The information contained or incorporatgddference 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, idensifimportant factors that could cause such diffezenbleither the Trust nor FUMI undertakes
any obligation to publicly release the results mf sevisions to these forward-looking statementd 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 DecembeRBQ2:

Square Year Total

Da teof Ownership feet(1l) Occupancy co nstruction  cost
Direct equity investments  Location acqu isition percentage (000) rate(2) c ompleted (000)
Shopping Mall:
Park Plaza Little Rock, AR~ 09/ 01/97 100 548 86 1988 $ 64,925
Office Building:
Circle Tower Indianapolis, IN 10/ 16/74 100 102 81 1930 6,028
Total equity Investments $ 70,953

Mortgage Loan

Balanc e Principal

Original at repayment

balance 12/31/0 2 for 2003 Interest Year of
Direct equity investments  (000) (000) (000) rate maturity
Shopping Mall:
Park Plaza $ 42,500 (3) $ 41,7 8l $ 324 8.69% (4) 2030
Office Building:
Circle Tower - -
Total equity Investments  $ 42,500 $ 41,7 81 $ 324

(1) The square footage shown represents grosshleaa@a for the shopping mall (including approxieha284,000 square feet for Dillard's)
and net rentable area for the office building.

(2) Occupancy rates shown are as of December 8P, 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.

(4) The Trust anticipates paying the loan on Mag1,0. On May 1, 2010 the interest rate increasd9169% if the loan is then the subjec
a secondary market transaction at which rated gesuhave been issued and 12.69% if it is not.

As of December 31, 2002, the Trust owned in femttrest in Park Plaza Mall. The Trust holds a&ld interest in a ground lease at Circle
Tower, which ground lease expires in 2009, wittoption for an additional 99 years, which has beerased.

VenTek leases a 16,256 square foot facility locatd@etaluma, CA. The annual rent was $142,000amdease expired in February 2003.
VenTek's lease is now month to month and the laddiwust give 120 days notice to terminate the le@ie facility is adequate for VenTek's
needs.

The occupancy rate of Park Plaza Mall at Decembe2@02, 2001, 2000, 1999 and 1998 was 86%, 87%, 800%, and 100% ,
respectively.

Park Plaza Mall has one tenant (whose businessa clothing sales), which occupies 12% of th&able square footage of the mall. Their
annual base rent is $801,292 (12%, 12% and 10%edbtal base rent for 2002, 2001 and 2000, reisedot Their lease expires on April 30,
2005 and there are no renewal options.

The average effective annual rental per squaredoBtark Plaza Mall for the years ended Decembge2@12, 2001 and 2000 was $30.28,
$28.37, and $28.30, respectively.

The realty tax rate and annual realty taxes fok Péiza Mall in 2002 were 6.9% and $807,000, retbyely.

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)




2003 13 $ 1,023,999 37,779 15.05%

2004 2 468,723 18,613 6.89%
2005 11 1,377,483 44,898 20.24%
2006 4 301,602 9,446 4.43%
2007 5 417,856 13,963 6.14%
2008 11 1,123,046 40,459 16.50%
2009 10 861,063 20,983 12.65%
2010 6 493,834 14,437 7.26%
2011 5 445,386 12,785 6.54%
2012 3 172,180 4,073 2.53%
Total 70 $ 6,685,172 217,436 98.23%

(1) Based upon 2003 annualized base rent of $&8@5,
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ITEM 3. LEGAL PROCEEDINGS.
PREFERRED SHAREHOLDER LAWSUITS

KIMELDORF V. FIRST UNION REAL ESTATE EQUITY AND MORGAGE INVESTMENTS, ET AL., SUPREME COURT OF THE
STATE OF NEW YORK, COUNTY OF NEW YORK (INDEX NO. 1176/02).

On April 15, 2002, the Trust was served with a ctaimp filed in the Supreme Court of New York in N&@rk County on behalf of a
purported holder of the Trust's convertible prefdrshares. Among the allegations made by the pfasthat the proposed transaction with
Gotham Golf was approved by the Trust's Board astes in violation of fiduciary duties owed to tiwders of the Trust's convertible
preferred shares. The suit seeks, among otherghimgpecified damages, an injunction of the pregdsansaction and the court's
certification of the lawsuit as a class action. dmas defendants in the lawsuit were the Trustiviésthen trustees and Gotham Partners. The
Trust and the other defendants filed a motion soniks the lawsuit. An oral argument on the motmdismiss was held on July 15, 2002.
Discovery on the case was stayed pending the rolfitige court on the motion to dismiss.

On November 1, 2002, the Trust issued a pressseel@anouncing that a special shareholders meetisgawbe held November 25, 2002, for
the purpose of shareholder approval of the Merggeément. Shortly thereafter, the plaintiff preéefrshareholder in Kimeldorf filed a

motion to show cause why a preliminary injunctitiesld not be issued to enjoin the November 25, Zb@2eholder vote to consider the
Merger Agreement. A hearing on the motion was leldNovember 20, 2002. On November 21, the New Sagreme Court of New York
County issued an order granting motions for preiemny injunction and expedited discovery, denyinfgddant's motion to dismiss, and
scheduling a hearing for November 26 to determihetiner to grant further relief to plaintiff withgect to the transactions contemplated
under the Merger Agreement. The special meetirghafeholders was convened as scheduled on Novéapeith the vote on the proposed
merger transaction tabled and the meeting adjounngtNovember 27, at which time the vote was taaid the Trust's common shareholders
approved the proposed transaction by the requisigerity vote.

The New York Supreme Court of New York County helthree-day hearing on November 26, 27 and Dece®)#802. On December 6,
2002, the New York Supreme Court for New York Coquissued an order reaffirming its preliminary ingtion barring the proposed merger
of the Trust with and into Gotham Golf. The coudtder also extended indefinitely the preliminarjnction previously granted with respect
to the proposed merger transaction and directegdhees to the lawsuit to attend a preliminaryfeoence for the purpose of scheduling
discovery.

The Trust filed a notice of appeal of the prelinminenjunction with the Appellate Division of the MeYork Supreme Court. In addition, the
Trust filed an auxiliary motion for expedited appesgarding this matter with the Appellate Divisjamhich motion was denied. The Trust,
Gotham Partners and the other defendants in theldnf litigation filed joint appellate briefs iupport of the reversal of the injunction.
Plaintiffs filed a reply brief in support of thejimction. Oral argument with respect to the appesd held before a judicial panel of the
Appellate Division - First Department of the NewrkK@&upreme Court on March 11, 2003. There is naifipgimetable for the appellate
court to render its decision.
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It is not possible to predict the outcome of thpaiate process with respect to lifting the injaoit In the event that the Appellate Division
rules that the injunction should not be lifted, taese will proceed to trial on the merits. In therd that the injunction imposed by the trial
court were lifted and dissolved, it is the intentif the Trust and, to the best of the Trust's Kedge, Gotham Partners and the other Gotham
Partners-affiliated parties to the proposed metiggisaction, to take the steps necessary to conatartime proposed transaction. Any party to
the Kimeldorf litigation may seek leave of the Apae Division to appeal to the Court of Appealdiué State of New York an adverse ruling
by the Appellate Division regarding the injunctigranted by the trial court.

On or about November 8, 2002, First Carolina Inmestinc. ("First Carolina") a holder of preferrguares, filed a separate lawsuit in New
York Supreme Court for New York County, naming #zene defendants as in the Kimeldorf case. On artdbecember 20, 2002, plaintiffs
Kimeldorf and First Carolina Investors, Inc. filacconsolidated amended complaint alleging, amoherst breach of contract; aiding and
abetting breach of contract; tortious interferewith the contract; breach of fiduciary duties; agliand abetting of breach of fiduciary duties;
and unconscionability against the defendants, dtfieneldorf et al. v. First Union, et al. This catislated amended complaint essentially
consolidated the separate First Carolina Investocs,complaint, filed on or about November 8, 20@th the complaint of Mr. Kimeldorf
filed in April 2002. The Trust regards the lawsast being without merit and will vigorously deferghinst the asserted claims.

COMMON SHAREHOLDER LAWSUITS

FINK V. FIRST UNION REAL ESTATE EQUITY AND MORTGAGE INVESTMENTS, ET AL., SUPREME COURT OF THE
STATE OF NEW YORK, COUNTY OF NEW YORK (INDEX NO. 03 600265)

On or about January 24, 2003, the Trust was semithda complaint filed in the Supreme Court of N¥ark, New York County on behalf of

a purported holder of the Trust's common sharebebialf of himself and the common shareholders@dass. The lawsuit seeks a declaration
that the lawsuit is maintainable as a class acimha certification that the plaintiff, Robert Fji& the representative of the class. Named as
defendants in the lawsuit are the Trust, Gothanmees, the companies affiliated with Gotham Pagrserd the Trust that are parties to the
Merger Agreement, William Ackman and the four catrérustees of the Trust. Among the allegationgmed are breach of fiduciary duty
and aiding and abetting thereof in connection whthtransactions contemplated by the Merger Agreeride relief requested by the plair
includes an injunction preventing the defendardmfproceeding with consummation of the merger,issgm of the merger if it occurs, an
accounting for any profits realized by the deferid@s a result of the actions complained of, arropérmitting the creation of a sharehold
committee composed of the Trust common sharehokteigheir representatives to manage the affaitiseoT rust, compensatory damages
and the costs and disbursements of plaintiff's selin

On or about February 14, 2003, the parties tol#wsuit stipulated that the defendants need navener otherwise respond to the complaint
for an indefinite period of time. The stipulatianrevocable by the plaintiff at any time. The Troslieves that the purpose of the stipulation
was to delay court proceedings in this lawsuitluh& outcome of the appeal of the injunction ezddn the Kimeldorf, et al. v. First Union
Real Estate Equity and Mortgage Investments, eaak is decided by the Appellate Division.

The Trust regards the lawsuit as without merit plaghs to vigorously defend against the allegatidihe Trust will oppose any attempt by the
plaintiff to interfere with the transactions confgated by the Merger Agreement, which was apprdaethore than 64% of the outstanding
the Trust common shares of the Trust and by apprabely 98% of the common shares voted at a spexaating of shareholders held on
November 27, 200:
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K-A & COMPANY, LTD. V. FIRST UNION REAL ESTATE EQUTY AND MORTGAGE INVESTMENTS, ET AL., UNITED STATES
DISTRICT COURT, NORTHERN DISTRICT OF OHIO, EASTERDNVISION (CASE NO. 1:03 CV 0460)

On or about February 12, 2003, certain Trusteg¢keoTrust and, later, the Trust, were served witbraplaint filed in the Court of Common
Pleas, Cuyahoga County, Ohio, by a purported hati@éhe Trust's common shares, on behalf of himesadf the Trust common shareholders
as a class. Named as defendants in the lawsuit@rErust, Gotham, William Ackman and the four emtrTrustees of the Trust. The
allegations made and the relief requested in thed¢it are substantially identical to those of Hiek v. First Union suit referenced above.
The lawsuit seeks a declaration that the lawsuitamtainable as a class action and certificatian the plaintiff, KA & Company, Ltd., is th
representative of the class. Among the allegatamserted are breach of fiduciary duty and aidirdyadetting thereof in connection with the
transactions contemplated by the Merger Agreenidris. lawsuit was removed by notice filed by defemtddo the United States District
Court, Northern District of Ohio, Eastern Divisi(@ase No. 1:03 CV 0460)

The relief requested by the plaintiff includes ajumction preventing the defendants from proceediith consummation of the merger,
rescission of the merger if it occurs, an accogntor any profits realized by the defendants assalt of the actions complained of, an order
permitting the creation of a shareholders' committemposed of the Trust common shareholders airdrépeesentatives to manage the
affairs of the Trust, compensatory damages anddhts and disbursements of plaintiff's counsel.

As with the Fink v. The Trust lawsuit, the Trusgaeds the lawsuit as without merit and plans toragsly defend against the allegations.
OTHER LITIGATION
PEACH TREE MALL LITIGATION

The Trust, as one Plaintiff in a class action cosgaoof numerous businesses and individuals, hasipdiiegal action against the State of
California associated with the 1986 flood of SuBettes Center, formerly Peach Tree 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 plaif#tifvas reversed by the State of California App€alart, 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 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 cfikal a notice of appeal of the ruling of the
trial court. Both the Plaintiffs and the State héiled their opening briefs in the California CowftAppeals. The Plaintiffs are scheduled to
submit a reply brief in May 2003. The Trust is uleaio predict at this time whether or not it wilaover any amount of its damage claims in
this legal proceeding.

INDEMNITY TO IMPERIAL PARKING CORPORATION

In 1999, Newcourt Financial Ltd. brought a clainOntario against an affiliate of the Trust and ImigdeParking Limited alleging a breach of
a contract between the Trust affiliate and Newc&inméincial's predecessor-in-interest, Oracle Cr@édiporation and Oracle Corporation
Canada, Inc. The Trust affiliate and Imperial PagkiLimited brought a separate action in Britishi@obia against Newcourt, Oracle Credit
Corporation and Oracle Corporation Canada claimangong other things, that the contract at issuensagroperly authorized by the Trust's
board of trustees and the Imperial Parking boariretctors. On March 27, 2000, in connection witl $pinoff of Imperial Parking
Corporation (the successor in interest to Impétaking Limited) to the Trust's shareholders, thesTgranted a full indemnity to Imperial
Parking Corporation in respect of all damagesmagifiom the outstanding actions.
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Numerous attempts to settle this matter have nert Baccessful. The Trust has reserved $575,0@8 aonsolidated financial statements
this claim. The reserved amount consists of the &amount of the contract of $425,000 and estimedsts of $150,000. The amount of the
claim, $825,000, includes Newcourt's calculatiomntdrest on the amount due at the default rateutiek contract. The Trust believes that,
due to the failure of attempted settlement negotiat discovery will commence, and the matter dltome more actively litigated. The Tr
intends to defend vigorously against the claimaighd against the parties that it has indemnifiedi tarpursue their separate claims with
respect to this matter.

MOUNTAINEER MALL CLAIM

The Trust was named as a defendant in a lawsedt iil connection with a contractor's claim relativéhe construction of a portion of the
Mountaineer Mall, located in Morgantown, West Virigi. The construction of the mall commenced in 1888 was completed in 1995. The
mall was sold in July 1999. A trial on the merifgtte lawsuit was held in 1997.

In October 2002, the court issued findings of fawd conclusions of law providing that the claimaas entitled to recover from the Trust the
principal amount of $266,076 in damages plus variaterest amounts, which, when added to the gé@mount, would result in an
aggregate damage award of $494,382 against thé Thes court's order provided, however, that theamh of the damage award is subject to
offset by the amount of legal fees and expense®nadbly and necessarily incurred by the Trust fering a certain mechanic's lien claim
asserted by the plaintiff in the lawsuit. The cdurther directed that the plaintiff and the Trasgotiate in good faith as to the amount of such
expense and that, if the parties are unable teaagao the appropriate offset, the court wouletdale an evidentiary hearing for the purpose
of resolving the issue.

In response to the October 2002 order, the Trostissel in the litigation has been attempting teighaine the amount of allowable offset to
reduce the damages assessed against the TrukisAsdtter is subject to further negotiation andsilde further court proceedings to reach a
final resolution, the Trust is not able to predi final outcome of this claim. The Trust does exjiect that the outcome will have a
significant impact on the combined financial pasitof the Trust.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS.
SPECIAL MEETING OF SHAREHOLDERS TO APPROVE PROPOSED TRANSACTION.

In furtherance of the transactions contemplatethbymerger agreement, the parties to the mergeeagnt prepared a joint filing with the
Securities and Exchange Commission, being a Rag@tr Statement on Form4-including a proxy statement soliciting shareleolapprove
of the proposed transaction and a prospectus edperct to subscription rights for securities off@at Golf and the notes, which were
included in the merger consideration with resped¢hé proposed transaction. The Form S-4 Registr&tatement was declared effective on
October 31, 2002. On November 1, 2002, the Trgskeid a press release announcing that a speciahsiiders meeting was to be held
November 25, 2002, for the purpose of shareholgpraval of the proposed transaction. Shortly thiteeathe plaintiff preferred shareholc
in Kimeldorf filed a motion to show cause why alpnénary injunction should not be issued to enjtiie November 25, 2002 shareholder
with respect to the proposed transaction. A heasimthe motion was set for November 20, 2002. Ovetber 21, the New York Supreme
Court of New York County granted plaintiffs motiofts preliminary injunction and expedited discovedgnied defendant's motion to
dismiss, and scheduled a hearing for November 2igtermine whether to grant further relief to pliirwith respect to the transactions
contemplated under the Merger Agreement. The Teisrmined that the preliminary injunction preveintiee shareholder vote from
proceeding at the meeting scheduled for Novembeam2h, after the meeting on November 25 was catiextder, it was adjourned until
November 27. At the November 26 hearing, the Tregtiested that the court permit the shareholdetingeand the vote on the propos
transaction to proceed and the court so ruled.
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The special meeting of shareholders was reconvené&tbvember 27, at which time the vote was heldthadl'rust's common shareholders
approved the proposed transaction by the requisigerity vote of the outstanding shares, with 22,891 shares, or approximately 64% of
the 34,805,912 outstanding shares of the Trushgdt approve the proposed transaction, which @ateti approximately 98% of the
22,631,634 shares voted with respect to that i€8fithe remaining shares, 290,319 were voted agtiadransaction and 54,225 abstained.
In addition, a vote was held on the other issusgmted to shareholders, as to whether or not tiecdrscretionary authority on the Board to
adjourn or postpone the meeting to permit furtladicgation with respect to the foregoing propoSaie Trust's common shareholders
approved this proposal by the requisite majoritievaf the shares represented at the meeting, Wi#v0,853 shares, or approximately 96¢

the shares represented at the meeting, votingror faf the proposal. In addition, 917,691 shareeeweted against the proposal and 43,090
abstained.
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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
High Low Declared
2002 Quarters Ended
December 31 $ 2.30 $ 1.60 $
September 30 2.30 2.14
June 30 2.43 221 0.10
March 31 2.48 2.32 0.10
$ 0.20
2001 Quarters Ended T
December 31 $ 2.56 $ 220 $
September 30 2.75 2.23
June 30 2.62 2.16
March 31 2.85 2.38
; _______

The Trust's shares are traded on the New York SEackange (Ticker Symbol:
FUR). As of December 31, 2002, there were 2,15arthwlders of the Common Shares. The Trust estathtetotal number of beneficial
owners at approximately 4,900.

During 2002, the Trust was not required to makeraimimum distributions to its common shareholdersiaintain its REIT status. During
the first and second quarters of 2002, the Truist @guarterly dividend of $0.10 on cash of its @oom Shares. There were no other
distributions to the common shareholders.
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ITEM 6. SELECTED FINANCIAL DATA

OPERATING RESULTS
Revenues

Loss before write-down of investment, unrealized lo
on carrying value of assets identified for di
gains on sale of real estate, extraordinary |
from discontinued operations

Write-down of investment (3)

Unrealized loss on carrying value of assets
identified for disposition

Gains on sale of real estate

(Loss) income before extraordinary loss and loss fr
discontinued operations

Extraordinary loss from early extinguishment of deb

Loss from discontinued operations (1)

Net (loss) income

Net (loss) income applicable to shares of
beneficial interest

Dividends declared for shares of beneficial interes

Per share of beneficial interest:

(Loss) income before extraordinary loss and loss fr
discontinued operations, basic

Extraordinary loss from early extinguishment of deb

Loss from discontinued operations, basic (1)

Net (loss) income applicable to shares of beneficia
basic

(Loss) income before extraordinary loss and loss fr
discontinued operations, diluted

Extraordinary loss from early extinguishment of deb

Loss from discontinued operations, diluted (1)

Net (loss) income 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)

2002 2001 2000

$ 18,701 $ 31,391 $ 67,265

ss
sposition,
oss and loss
(5,032) (2,266) (10,632
- (11,463) -

- - (19,150
- 30,096 76,114

om
(5032) 16,367 46,332
t(4) - (889) (6,065

$ (5,032) $ 15,478 $ 40,267

$ (7,099) $ 13,410 $ 37,817

t $ 6,962 $ - $ 6,583

om
$ (0.20) $ 039 $ 1.07
t, basic (4) - (0.02) (0.15

| interest,
$ (0.20) $ 037 $ 0.92

om
$ (020) $ 039 $ 0098
t, diluted (4) - (002 (013

| interest,
$ (0.20) $ 037 $ 0385

$ 020 $ - $ 1124

$171,825 $185,669 $ 462,598
54,319 54,616 171,310
108,107 122,168 120,383
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1999 1998 (2)

$120,774 $ 148,062

) (12.494) (27,769)

)  (9,800) (36,000)
28,334 10,346

$ (6,304) $(83,518)

$ (9,137) $(86,517)

$ 13,166 $ 3,478

$ 008 $ (1.83)
)  (0.14)  (0.08)
(0.18)  (0.90)

$ (0.24) $ (2.81)

$ 008 $ (1.83)
)  (0.14)  (0.08)
(0.18)  (0.90)

$ (0.24) $ (281)

$ 031 $ 011

$502,792 $742,623
207,589 357,580
169,710 150,696



ITEM 6. SELECTED FINANCIAL DATA.
These Selected Financial Data should be read ijugction with the Combined Financial Statements ldotes thereto.

(1) The results of Impark have been classifiedissothitinued operations for 2000, 1999 and 1998nasrk was spun off to the shareholders
of the Trust in 2000. In 1998, Impark recognizeblLl&.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 discontinpygerations and preferred dividend included expeat&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 Rawvastors 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 extinguisitroédebt 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 expensed.

(5) Included in long-term obligations are seniotasoand mortgage loans.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS.
2002 TRANSACTION
THE PROPOSED TRANSACTION

In April 2001, the Board of Trustees of the Trustiablished a Special Committee for the purposevaluating and advising the Board with
respect to proposed transactions and other podsilieess alternatives that the Trust may purshie.Special Committee, which is compo
of Daniel J. Altobello and Bruce R. Berkowitz, ipgmdent Trustees of the Trust, retained Libra S&esirLLC and Duff & Phelps LLC as i
financial advisors and Shaw Pittman LLP as its jpedelent legal counsel.

On February 13, 2002, the Trust entered into andisfe agreement of merger and contribution withoag others, Gotham Partners a
shareholder of the Trust that is controlled byliafiés of William A. Ackman, who was at the timed@man of the Board of Trustees of the
Trust, and Gotham Golf, a Delaware corporation rdletd by Gotham Partners, pursuant to which thesffagreed to merge with and into
Gotham Golf. The merger agreement provided thaftst's common shareholders would receive as memyssideration for each common
share $2.20 in cash, subject to possible deductinraccount of dividends paid to the Trust's comstwareholders prior to completion of the
transaction, breaches of certain representatioasanties and covenants contained in the mergeeagnt and costs, fees and expenses
associated with obtaining certain third-party canisdor the proposed transaction, a choice of aitiadal $0.35 in cash or a debt instrument
and a subscription right to purchase common st&r€otham Golf. The merger agreement also providatiGotham Golf would exchange
the outstanding shares of the Trust's convertitdéepred shares for shares of Gotham Golf Seri€usulative Convertible Redeemable
Preferred Stock, par value $25.00 per share, haeimgs and conditions substantially identical tostéhas the Trust's convertible preferred
shares had with respect to the Trust.

On April 24, 2002, the parties adopted AmendmentNiw the merger agreement to change the formulbehich the conversion price of
Gotham Golf convertible preferred shares is deteechiand to extend the time during which Gothamreestcan elect not to include the note
option as part of the merger consideration to ang prior to the effective time of the merger.

On September 24, 2002, the parties adopted Amertdiwer? to the merger agreement to reduce the washer consideration by $0.20 to
reflect the amount that would have been deductad the merger consideration at closing on accofidividends paid to the Trust's comm
shareholders prior to completion of the transactind by an additional $0.02 to reflect the Trumtid Gotham Partners's agreement, based or
the good faith estimate of the parties, of the ambthat may result from possible breaches of aergpresentations, warranties and covenants
contained in the merger agreement and costs, fekex@enses associated with obtaining certain-frartly consents for the proposed
transaction. The parties also agreed to eliminata the merger agreement all provisions relatingrny reduction in the cash merger
consideration.

Finally, on October 24, 2002, in order to facildhe listing of the Gotham Golf convertible preéer shares on the American Stock Exche
the parties adopted Amendment No. 3 to the memgeement to provide a right to holders of Gothanif Ganvertible preferred shares to
approve of, by a majority vote, the creation ofimmrease in the authorized amount of, any additiclass of preferred stock with a liquidat
preference equal to that of the Gotham Golf coriverpreferred shares.
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If consummated, the proposed transaction as comdgaapby the amended merger agreement will resulié Trust's common shareholders
receiving as merger consideration for each comrhanes

-$1.98 in cash;

- a choice of (a) an additional $0.35 in cash drftproximately 1/174th (0.0057461) of a debt instent to be issued by Southwest Shopping
Centers, Co. Il, L.L.C., with a face value of $1@hich is an effective price of $60.91 per faceueabf $100), indirectly secured by the
Trust's principal real estate assets (such detstiment referred to in this document as a noteaj; an

- three-fiftieths (0.06) of a non-transferable utifieated subscription right, with each whole rigéixercisable to purchase one Gotham Golf
common share at $20.00 per share and, subjecttiabiity and proration, additional Gotham Golframon shares at $20.00 per share, fc
to an aggregate of approximately $41 million of li@oh Golf common shares.

The proposed transaction was approved by the $remthmon shareholders at a special meeting heldbsember 27, 2002. There can be no
assurance that the proposed transaction approviwbirust's common shareholders will be consuminate

Under the proposed transaction:

- The Trust will merge with and into Gotham Golipew corporation formed by Gotham Golf Partner®. I("Gotham Golf Partners"), which
is a golf course acquirer, owner and operator. #s$ @ the transaction, Gotham Partners and ceothier Gotham Golf Partners equityholc
will contribute their respective limited partnengtinterests in Gotham Golf Partners to Gotham @tf their respective general partnership
interests in Gotham Golf Partners to a wholly owlhieited liability company of Gotham Golf, in exahge for common stock of Gotham
Golf. As a result, after the proposed transact®otham Golf will directly and indirectly own appriaxately 92.5% of the equity interests in
Gotham Golf Partners, and Gotham Partners andtties equityholders that contributed their equitieiests in Gotham Golf Partners in the
proposed transaction will own approximately 52.580the shares of Gotham Golf stock, assuming ihatl(of the subscription rights to
receive Gotham Golf common shares are exercisediigund other equity of Gotham Golf will be issued or prior to the effective time of
the proposed transaction.

- Each note will have a face amount of $100, whgcbquivalent to approximately $0.575 per shard,waifl bear interest at 11% per annum
on its face amount. The notes will be secured pledge of two underlying loans: (1) an approxint2e5 million first leasehold mortgage on
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 asgasough of the economic attributes of the twoartyng loans.

- Shareholders who receive their proportionateesbéthe notes in the transaction will have thétig require the issuer of the notes to
redeem them on the 90th day after the effective tifthe merger for $0.35 in cash for every appnately 1/174th of a note received as
merger consideration. Gotham Partners has agrgaatthase from the issuer any redeemed notesdaaime redemption price paid by the
issuer to the shareholders.

- The notes will not be issued unless certain caissare obtained from the mortgage lender on thke Plaza Mall and the rating agencies that
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 obtainednager consideration will be adjusted to elimirthee ability for common shareholders to
elect to receive the notes in lieu of part of thettconsideration, and all shareholders will rexeash consideration of $2.33 per common
share.
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- Convertible preferred shareholders of the Trulitreceive convertible preferred shares of Gotlaaif, as provided for in the Certificate of
Designations for the convertible preferred shafédheTrust. The existing 8.875% unsecured notdserain outstanding according to their
terms and will become obligations of Gotham Goaléathe closing of the transaction.

- The Trust, Gotham Partners and each of the mendie¢he Board of Trustees have entered into angotigreement, pursuant to which the
parties thereto have agreed to vote a collectid24/943 common shares, or approximately 21.3%eofdtal outstanding common shares, for
the approval of the proposed transaction.

- The merger is subject to certain customary cpsionditions, including approval by the Trust's coom shareholders and receipt of certain
third-party consents. There can be no assurantéiiaroposed transaction will be consummated.

The Trust's approval of the merger agreement wasdoan the recommendation of the Special Commitiee.Special Committee concluded
that the transaction was in the best interesteeftust and the Trust's common shareholders (tithaerGotham Partners and its affiliates),
where such shareholders elect to receive the &gl consideration in the merger. The Board of Bassbf the Trust, with Mr. Ackman not
participating, unanimously voted in favor of thartsaction. The Special Committee was advised bralStecurities, LLC and Duff & Phelps,
LLC, and Gotham and its affiliates were advisedMsrcury Partners.

In November 2002, the plaintiff in the preferreds#holder litigation (see "ltem 3. Legal Proceedidiled with the New York Supreme
Court for New York County an Order to Show Causeg tite transaction should not be enjoined. The doeld a hearing on that issue on
November 20. On November 21, 2002, the court issmearder denying the defendant's motion to disthiscomplaint and granting motio
for preliminary injunction and expedited discov@mconnection with the proposed merger. The cdsd set a hearing for November 26,
2002 to determine whether to grant further releplaintiff with respect to the proposed transattién evidentiary hearing was held on
November 26, 27 and December 2, 2002 with respetis matter. Thereafter, the court issued anratdted December 6, 2002, reaffirmi

its preliminary injunction barring the proposed gerof the Trust with and into Gotham Golf. The k@uwrder extended indefinitely the
preliminary injunction previously granted with respto the proposed merger transaction and direbtegarties to the lawsuit to attend a
preliminary conference for the purpose of schedudliscovery. The Trust filed a notice of appeal badan pursuit of its appeal of the court's
order barring the transaction in the Appellate Bim of the New York Supreme Court. The issue eflifting of the injunction was briefed
the parties to the litigation and oral argumenttenappeal was heard by the Appellate DivisiorhefNlew York Supreme Court on March
2003. No assurance can be given that the injunetibibe lifted, that all required third party caersts will be obtained and that the transaction
will be consummated.

The Trust is contractually obligated under the meagreement to pursue the proposed transactitnGatham Partners unless a superior
proposal is made; that is, an offer consistingashcor publicly traded securities for more than 3ff%he Trust's common shares or all or
substantially all of the Trust's assets that wdnddnore favorable to the holders of the commoneshtiiran the proposed transactions unde
merger agreement with Gotham Partners. The permtafgrred shareholder litigation opposing the taatisn does not give the Trust the
contractual right under the merger agreement toiteate its obligations to complete the transactibthe Trust were to seek to terminate its
obligations solely for that reason, the Trust cdntdr liability to Gotham Partners that may ina@ugsponsibility for the payment of Gotham
Partners' expenses for the transaction, which thstDelieves may exceed $8 million.
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OTHER MATTERS

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

various factors that affect the real estate busiimeguding the financial condition of tenants, guatition, and increased operating costs. The
Trust's property insurance was renewed in Nover2B@2. The rates increased 73% upon renewal. Thet'$iDirectors' and Officers'
insurance will expire on May 30, 2003. The ratesexpected to increase substantially upon renewal.

The Trust's most critical accounting policy relai@she evaluation of the carrying value of redghtss The 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 losgeigsured by comparing the fair value of the assigt carrying amount. In addition,
estimates are used when accounting for the allogvéoradoubtful accounts, potentially excess andldis inventory, product warranty
reserves, the percentage of completion methodoofraézing revenue and contingent liabilities, amotigers. 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.

SHAREHOLDER LITIGATION

Three separate lawsuits have been filed seekibtptik the proposed transaction between the TrusGotham Partners relative to the
Merger Agreement of February 13, 2002 (See "lteiregal Proceedings"). With respect to one of tHegal proceedings, the New York
Supreme Court of New York County has issued anraggdinting an injunction preventing the transacfream going forward. That injunction
is currently under appeal. No assurance can bedghat the injunction will be lifted or that thegmosed transaction will be consummated.

PARK PLAZA MALL

Two Dillard's department stores are the anchoestat Park Plaza Mall. Dillard's owns its faciktia Park Plaza Mall and has a Construct
Operation and Reciprocal Easement Agreement wathbaidiary of the Trust that contains an operatimggnant requiring Dillard's to operate
these facilities continuously as retail departrstates until July 2003. Dillard's and its partri&imon Property Group, own a parcel of lant
nearly 100 acres in the western part of Little Ra&lkansas and have announced, at various timestledast several years, their intention to
build in this new location. During the first quartgf 2001, the Little Rock board of directors apm@d a change in zoning that would allow the
construction of an approximately 1.3 million squiret regional enclosed mall on this site. The mgron this site reverted to its prior status
as a residential use property pursuant to a cederon 2002; however, the proponents of the reglienclosed mall have filed a notice of
appeal of this ruling in the Supreme Court of Arkas), with no decision expected before June 200Belevent that a largecale retail facilit

is built on this site, Dillard's may decline to extl or renew its operating covenant and cease tigeits stores at Park Plaza Mall. In the
event Dillard's closes one or both of its storeBak Plaza Mall, it is unlikely that it would selt lease its two stores to comparable anchor
tenants. Accordingly, the value of Park Plaza Maduld be materially and adversely affected dudnéodecline in traffic and sales volume at
Park Plaza Mall, and the likely departure of mahthe tenants pursuant to early termination provisiof their leases that may be triggered
by the closure of one or both of the anchor storas. Park Plaza Mall property is financed by a gage loan. The loss of an anchor tenai

a significant number of other mall tenants wouldsirlikely result in an event of default under tiisrtgage.
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Regardless of whether the proposed new mall i$ Auihe site in question, under the terms of {herating covenant, Dillard's has no
obligation to maintain its operations at Park Plistedl beyond July 2003. Dillard's is actively puirsgia number of alternative locations for
additional store in this market. Dillard's has bapproached to extend the operating covenant &dhePlaza Mall; however, to date, it has
declined to do so. If Dillard's does not maintaspresence as an anchor store at Park PlazathaPark Plaza Mall would experience a loss
of revenue and likely an event of default underrttatgage, thereby causing the value of the PaakaPMall to be materially and adversely
affected. In such circumstances, there would biengairment of the value of the property and a lomsld be recognized. There can be no
assurance that Dillard's will extend or renew jigrating covenant on terms acceptable to the Trust.

With respect to capital improvements, the Trustestes that the Park Plaza Mall will need to repaireplace its roof at a cost of
approximately $0.6 million. The Trust plans to peni the repair or replacement over the next sixthen

VENTEK

FUMI's subsidiary, VenTek, a manufacturer of tratisketing and parking equipment, continues taimgignificant operating losses. The
Trust has provided performance bond guaranteeseehit#to with respect to two contracts of VenTekhviransit authorities, which contracts
are in the amounts of $6.2 million and $5.3 millidimese contracts are for the manufacture, insi@miland maintenance of transit ticket
vending equipment by VenTek. The guarantees arectsg to expire within the next two years basethercommencement of contractual
warranty and maintenance periods now in effect ubdé contracts. As of March 14, 2003, no amotatge been drawn against these
guarantees. If VenTek is unable to perform in agance with these contracts, the Trust may be resiplerfor payment under these
guarantees. Also, in connection with one of themesit contracts, VenTek may be liable for liquathtlamages (as calculated under the
contract) related to delays in completion of thetcact.

LIQUIDITY AND CAPITAL RESOURCES
General

Unrestricted and restricted cash and cash equisilecreased by approximately $1.2 million (to $&dlion from $4.7 million) when
comparing the balance at December 31, 2002 todlaabe at December 31, 2001.

The Trust's net cash provided by investing actsitf $11.3 million was substantially offset by oash used for operating activities of
approximately $0.8 million and net cash used foarfficing activities of $9.3 million. Cash used fohcing activities included approximately
$6.9 million of cash dividends to common sharehad$2.1 million of cash dividends to preferredrehalders and $0.3 million of mortgage
amortization. Cash provided by investing activitesisisted of the excess of sales over purchaddsSofTreasury Bills of $12.0 million. Ca
used for investing activities consisted of $0. 7ol of improvements to properties.

The Trust declared a dividend of $0.5 million (#5%er share) to Series A Cumulative Preferredetwdders in the fourth quarter of 2002.
The dividend was paid January 31, 2003 to shareh®lof record at the close of business on DeceBthe2002. In addition, the Trust paid a
dividend for the first, second and third quarte062 of $0.5 million ($0.525 per share) per quadereferred shareholders. During 2002,
the Trust was not required to make any minimuntithstions to its common shareholders to mainta&rREIT status. The Trust paid a
dividend of $3.5 million ($0.10 per share) to tlwerenon shareholders during the first and secondiepsanf 2002.
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At December 31, 2002, the Trust owned $104.0 mnillioface value of U.S. Treasury Bills. The U.Sed3sury Bills are of maturities of less
than 90 days and classified as held to maturitg. 8erage yield for the year ended December 32, 266 2001 was 1.61% and 3.64%,
respectively.

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

Payments Due by Period

Less than 1-3 4-5 After 5

Contractual Obligations Total 1 Year Years Years Years

Mortgage loan payable $41.8 $ 03 $ 0.7 $0.9 $ 39.9
Senior notes $12.5 $ 125 $ - $ - $ -

Total $54.3 $ 128 $ 0.7 $0.9 $ 39.9

The only lease with respect to which the Trustdrasbligation for payment of rent for is for VenTekhich is month to month.
RESULTS OF OPERATIONS - 2002 VERSUS 2001

Net loss applicable to Common Shares for the yede@ December 31, 2002 was $7.1 million as compareét income of $13.4 million fc

the year ended December 31, 2001. Net income éoyé¢lar ended December 31, 2001 included a writeadafvan investment in preferred
stock and warrants to purchase common shares dbld@al Holdings Inc. ("HQ") of $11.5 million, as Was, a gain on sale of real estate of
$30.1 million. The gain for the year ended Decen@igr2001 related to the sale two shopping cemtgyeapties, four office properties, five
parking garages, one parking lot, a $1.5 milliotenreceivable and certain assets used in operatidhe properties (the "Purchased Assets").
Net income for the year ended December 31, 20@liatsuded a $0.9 million extraordinary loss froarlg extinguishment of debt relating

the first mortgage debt which was assumed as p#necale of the Purchased Assets.

Interest and dividends decreased by $3.4 milliainduthe year ended December 31, 2002, as compau2@D1. The decrease is a result of
lower amounts invested and lower interest ratesde the periods. In addition, during the first aedond quarter of 2001, a $0.7 million
dividend was accrued on the preferred shares of HQ.

Property net operating income, which is rent lasperty operating expenses and real estate tageseabed for the year ended December 31,
2002 to $7.7 million from $10.5 million in 2001. &llecrease was attributable to the sale of thehBsed Assets in March 2001.

Property net operating income for the Trust's reingireal estate properties for the year ended mbee 31, 2002 increased by $1.2 million.
The increase was attributable primarily to an imseein revenues of $0.7 million and a decreas@énating expenses of $0.5 million.
Revenues increased by $0.7 million for the propsntemaining for the year ended December 31, 28@8arily due to an increase in rental
rates at Park Plaza. This was partially offset lgerease in occupancy at Circle Tower. Includempigrating expenses are $0.2 million and
$0.7 million in 2002 and 2001, respectively, oftsaacurred in connection with the matters desctialbove in the Park Plaza Mall section.

Depreciation and amortization, and mortgage loter@st expense decreased from 2001 to 2002 dhe &ate of properties in March 2001.
With respect to the remaining properties, depramiadnd amortization expense, and interest expemsained relatively constant.
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General and administrative expenses remainedvelattonstant when comparing the year ended Dece&ih€002 to the comparable
period in 2001. Included in general and administea¢xpenses for the years ended December 31,&002001 are approximately $2.6
million and $0.9 million, respectively, of the Ttlsstransaction costs related to the Gotham propbs@ing the year ended December 31,
2002, $0.8 million of costs related to the prefdrsbareholder lawsuit were included in generaladdinistrative expense. Also included in
general and administrative expenses are $0.8 miflicd $1.0 million in 2002 and 2001, respectiviya firm that is providing management
services to VenTek. Otherwise, general and admitige expenses decreased due to reduced legalratary, professional and management
fees primarily as a result of selling the majodfyits assets in March 2001. The Trust cannot gtedhat the professional fees may be in 2
due to the ongoing litigation which may be subsgnt

FUMI's manufacturing facility, VenTek, incurred atross of approximately $1.8 million for the yesided December 31, 2002, as compared
to a net loss of approximately $1.6 million for tyemar ended December 31, 2001. Sales decreastwfpear ended December 31, 2002 to
$2.9 million from $7.6 million in 2001 and cost@dods sold decreased to $4.9 million from $8.8iamlfor the same period. The decrease in
both sales and cost of goods sold is due to thdimgndown of current contracts and having nomirealmusiness. During the year ended
December 31, 2002, VenTek settled a claim for $@ilbon against a California transit agency. Thaicl arose in 1999 from a termination
convenience by the agency of a contract with VenTéle amount recovered is included in other incéon¢he year ended December 31,
2002. During the year ended December 31, 2002anma@oyees were terminated. These employees weotvat/in both the transit ticketing
and parking equipment, as well as administrativefions. Severance expenses of less than $0.bmillas recorded during both the years
ended December 31, 2002 and 2001. The backlogdamgk is approximately $0.5 million at December2102. Backlog represents
products or services that VenTek's customers hawerdtted by contract to purchase. VenTek's bacldagbject to fluctuations and is not
necessarily indicative of future sales. A failusaré¢place backlog has resulted in and will contittueesult in lower revenues.

RESULTS OF OPERATIONS - 2001 VERSUS 2000

Net income applicable to Common Shares for 2001$&s4 million as compared to net income of $37illan for 2000. Net income fo
2001 included a write-down of an investment in erefd stock and warrants to purchase common sbaH® of $11.5 million. Net income
for 2000 included a $19.2 million impairment lossaertain of the assets which the Trust had ageesdll to the Purchaser at a sales price
that was less than net book value at December(). Z'he Purchased Assets were sold in March 206tlincome for 2001 included a gain
on sale of real estate of approximately $30.1 anlitompared to gains of $76.1 million in the conapée period of 2000. The gain for 2001
related to the sale of the Purchased Assets. Tind@a2000 included $58.7 million related to theesof Crossroads Mall, $1.2 million from
the sale of the joint venture interest in TempldIMgL6.1 million from the sale of Huntington Gaeagnd $0.1 million from the sale of other
assets. Net income for 2001 included a $0.9 mikirtraordinary loss from early extinguishment dbtdeelating to the first mortgage debt
which was assumed as part of the sale of the Psedhassets. Net income for 2000 included a $3.liamiextraordinary loss from early
extinguishment of debt relating to the payoff af firust's deferred obligation of $10.6 million an@2.4 million loss from early
extinguishment of debt relating to the first moggalebt which was assumed as part of the saleasis@rads Mall and a $0.6 million loss
from early extinguishment of debt related to thie £d Huntington Garage.

Interest and dividends decreased during 2001 apaad to 2000. The decrease is a result of loweuats, invested and lower interest rates
between the periods.

Property net operating income, which is rent lesperty operating expenses and real estate tazeseaked for 2001 to $10.5 million from
$29.8 million in 2000. The decrease was attribitablthe sale of properties in March 2001.
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Property net operating income for the Trust's reingireal estate properties for 2001 decreased.I®/i$illion. The decrease was attributa
mainly to an increase in operating expenses at Plada Mall. The increase in operating expensesgawasrily due to $0.7 million of costs
incurred in connection with the matters describieolva in the Park Plaza Mall section. Rental incoemsained relatively constant at both
properties.

Depreciation and amortization and mortgage loagr@st expense decreased when comparing 2001 ¢onfygarable period in 2000 due to
sale of properties in March 2001. With respectiremaining properties, depreciation and amoitizaxpense increased slightly due to
improvements to properties. Mortgage interest egpéncreased with respect to the remaining prageeas a result of a first mortgage loan
that was obtained on 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.byrfion from 2000 to 2001, primarily due to seaece expenses incurred during 2000.
Included in general and administrative expense2@0r are $0.9 million of transaction costs reldtethe Gotham proposal and $1.0 million
to a firm that is providing management servicegaoTek. Included in general and administrative eggs for 2000 are approximately $2.7
million of stay bonuses and severance expensealditian, general and administrative expenses dserkdue to salary and overhead savings
as a result of the Trust outsourcing its managetfuections and a decrease in legal expense andiaticg fees.

FUMI's manufacturing facility, VenTek, incurred atdoss of $1.6 million for 2001, as compared teetloss of approximately $3.1 million
for 2000. The net loss for 2001 includes approxatya$0.4 million in credits estimated to be issiredonnection with contracts and a $0.3
million inventory valuation adjustment, which idrparily related to discontinued parking models &uMI's transit ticketing equipment
inventory. In October 2001, VenTek decided to temte eleven employees who were principally engagéte production of transit ticketir
equipment. Severance expense of less than $0ibmulas incurred in the fourth quarter of 2001 atay bonuses for selected remaining
employees are expected to result in a charge abajpately $0.1 million over a one year period, in@ng in the fourth quarter of 2001. The
backlog for VenTek was approximately $1.3 millidrDeecember 31, 2001.

RECENTLY ISSUED ACCOUNTING STANDARDS

In July 2001, the Financial Accounting Standardafiq"FASB") issued Statement of Financial Accongtstandards ("SFAS") No. 142
"Goodwill and Other Intangible Assets." SFAS No2Btldresses accounting and reporting for intangigéets acquired, except for those
acquired in a business combination. SFAS No. 142ymes that goodwill and certain intangible adsate indefinite useful lives.
Accordingly, goodwill and certain intangibles wilbt be amortized but rather will be tested at leastually for impairment. SFAS No. 142
also addresses accounting and reporting for gobdndl other intangible assets subsequent to thgurisition. SFAS No. 142 is effective for
fiscal years beginning after December 15, 2001. dwption of this statement had no impact on thesfls 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 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
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the Results of Operations - Reporting the Effe€is Disposal of a Business and Extraordinary, Uabauad Infrequently Occurring Events
and Transactions," for the disposal of a segmeatlnisiness. This statement also amends ARB NdCahsolidated Financial Statements,”
to eliminate the exception to consolidation fouasdiary for which control is likely to be tempoyaSFAS No. 144 is effective for fiscal
years beginning after December 15, 2001, and mtpariods within those fiscal years. The provisiohthis statement generally are to
applied prospectively. The adoption of this statetied no impact on the Trust's combined liquidityancial position or result of operatiol
although in future years sales of properties wan@gpresented in a manner similar to discontinuegtaijpns.

In April 2002, the FASB issued SFAS No. 145, "Resitin of FASB Statements No. 4, 44, and 64, AmemtimieFASB Statement No. 13
and Technical Corrections," which updates, clasiied simplifies existing accounting pronouncementpart, this statement rescinds SFAS
No. 4, "Reporting Gains and Losses from Extinguishtrof Debt." FASB No. 145 will be effective foséial years beginning after May :
2002. Upon adoption, enterprises must reclassify period items that do not meet the extraordintam classification criteria in APB 30.
The effect of this statement on the Trust's finansiatements would be the reclassification ofaotdinary loss on early extinguishment of
debt to interest expense, however, this will haweffect on the Trust's net income applicable tresk of beneficial interest. The Trust inte
to adopt FASB No. 145 as of January 1, 2003.

In July 2002, the FASB issued SFAS No. 146, "Actmgnfor Costs Associated with Exit or Disposal iities." SFAS No. 146 requires
companies to recognize costs associated with exiisposal activities when they are incurred rathan at the date of a commitment to an
exit or disposal plan. Examples of costs coverethbystandard include lease termination costs artdin employee severance costs that are
associated with a restructuring, discontinued dmraplant closing or other exit or disposal aityivSFAS No. 146 is effective prospectively
for exit and disposal activities initiated afterd@enber 31, 2002, with earlier adoption encouraged.

In November 2002, the FASB issued Interpretation 46 Guarantors' Accounting and Disclosure Requangts for Guarantees, Including
Indirect Guarantees of Indebtedness of Others.Ifeepretation elaborates on the disclosures tméee by a guarantor in its financial
statements about its obligations under certainaniaes that it has issued. It also clarifies thguarantor is required to recognize, at the
inception of a guarantee, a liability for the fe@lue of the obligation undertaken in issuing thargntee. This Interpretation does not
prescribe a specific approach for subsequently angagsthe guarantor's recognized liability over them of the related guarantee. The
disclosure provisions of this Interpretation arieetive for the Trust's December 31, 2002 combiireghcial statements. The initial
recognition and initial measurement provisionshig tnterpretation are applicable on a prospediags to guarantees issued or modified
December 31, 2002. This Interpretation had no effiache Trust's combined financial statements. Tiust's guarantees are disclosed in the
combined financial statements.

In January of 2003, the FASB issued Interpretaion 46, Consolidation of Variable Interest Entitiéhis Interpretation clarifies the
application of existing accounting pronouncemeatsertain entities in which equity investors do hate the characteristics of a controlling
financial interest or do not have sufficient equatyrisk for the entity to finance its activitiestmout additional subordinated financial support
from other parties. The provisions of the Interatiein will be immediately effective for all variabinterests in variable interest entities cre
after January 31, 2003, and the Trust will neealpoly its provisions to any existing variable ietgts in variable interest entities by no later
than December 31, 2004. The Trust does not antecipat this will have an impact on its combinethficial statements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES A BOUT MARKET RISK
INTEREST RATE RISK

All of the Trust's loans outstanding at December2RD2 have fixed interest rates. The Trust's itments in U.S. Treasury Bills mature in
less than 90 days and therefore are not subjesigymificant interest 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

ASSETS

Investments in real estate, at cost
Land
Buildings and improvements

Less - Accumulated depreciation
Investments in real estate, net

Other assets
Cash and cash equivalents - unrestricted
- restricted
Accounts receivable and prepayments, net of allow
of $601 and $680, respectively
Investments
Inventory, net of reserve
Unamortized debt issue costs, net
Other

Total assets
LIABILITIES AND SHAREHOLDERS' EQUITY

Liabilities
Mortgage loan, including current portion of $324
Note payable
Senior notes
Accounts payable and accrued liabilities
Dividends payable
Deferred items

Total liabilities

Shareholders' equity

Convertible preferred shares of beneficial intere
liquidation preference, 2,300,000 shares author
outstanding in 2002 and 2001

Shares of beneficial interest, $1 par, unlimited
and 34,805,912 shares, outstanding in 2002 and

Additional paid-in capital

Accumulated distributions in excess of net income

Total shareholders' equity

Total liabilities and shareholders' equity

$ 6,086

58,896

3,897
1,968
ances
1,625
103,974

1,033
278
154

and $297, respectively $ 41,781

80
12,538
8,332
516
471

st, $25 per share
ized, 983,082 and 984,800
23,131
authorized, 34,814,361
2001 34,814
207,634
(157,472

The accompanying notes are an integral part okthembined financial statements.
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$ 6,086

60,167

2,609
2,115

2,261
116,005
1,971
351
190

$ 42,078
96
12,538
7,856
517
416

207,602
(143,411)



FIRST UNION REAL ESTATE EQUITY and MORTGAGE INVESTM ENTS

Combined Statements of Operations

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

Revenues
Rents
Sales
Interest and dividends
Other income (loss)

Expenses
Property operating
Cost of goods sold
Real estate taxes
Depreciation and amortization
Interest
General and administrative
Write-down of investment
Unrealized loss on carrying value of assets id

Loss before gains on sales of real estate, extraord
extinguishment of debt
Gains on sales of real estate
(Loss) income before extraordinary loss from early
Extraordinary loss from early extinguishment o
Net (loss) income
Preferred dividend
Net (loss) income applicable to shares of beneficia
Per share data
Basic:
(Loss) income before extraordinary loss from early
Extraordinary loss from early extinguishment of deb
Net (loss) income applicable to shares of beneficia
Diluted:
(Loss) income before extraordinary loss from early

Extraordinary loss from early extinguishment of deb

Net (loss) income applicable to shares of beneficia

Basic weighted average shares

Diluted weighted average shares

2002 2001 2000
$ 13,643 $ 18,741 $ 49,603
2,924 7,554 5,556
1,659 5,091 12,108
475 5 @
18,701 31,391 67,265
5,043 6,981 14,448
4,892 8,777 8,156
899 1,218 5,348
2,077 3,837 12,580
5,102 7,094 26,004
5,720 5,750 11,361
- 11,463 -
entified for disposition - - 19,150
23,733 45,120 97,047
inary loss from early
(5,032) (13,729)  (29,782)
- 30,096 76,114
extinguishment of debt (5,032) 16,367 46,332
f debt - (889) (6,065)
(5,032) 15,478 40,267
(2,067) (2,068) (2,450)
| interest $ (7,099 $ 13,410 $ 37,817
extinguishment of debt ~ $ (0.20) $ 039 $ 1.07
t - (0.02) (0.15)
linterest $ 0.20) $ 037 $ 092
extinguishment of debt ~ $ (0.20) $ 039 $ 098
t - (0.02) (0.13)
linterest $ 0.20) $ 037 $ 085
34,807 36,396 41,758
34,807 36,396 47,499

The accompanying notes are an integral part okthembined financial statements.
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FIRST UNION REAL ESTATE EQUITY and MORTGAGE INVESTM ENTS

Combined Statements of Shareholders' Equity

(In thousands, except per share data)

Balance December 31, 1999

Net income before preferred dividend
Dividends paid or accrued on shares of benefic
interest ($0.31/share)
Dividends paid or accrued on preferred
shares ($2.10/share)
Shares repurchased
Compensation on variable stock options
Spinoff of Impark
Deferred compensation related to restricted sh

Balance December 31, 2000

Net income before preferred dividend

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

Shares repurchased

Balance December 31, 2001

Net loss before preferred dividend
Dividends paid on shares
of beneficial interest ($0.20/share)
Dividends paid or accrued on preferred
shares ($2.10/share)
Conversion of preferred shares

Balance December 31, 2002

Balance December 31, 1999

Net income before preferred dividend
Dividends paid or accrued on shares of benefic
interest ($0.31/share)
Dividends paid or accrued on preferred
shares ($2.10/share)
Shares repurchased
Compensation on variable stock options
Spinoff of Impark
Deferred compensation related to restricted sh

Balance December 31, 2000

Net income before preferred dividend

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

Shares repurchased

Balance December 31, 2001

Net loss before preferred dividend
Dividends paid on shares
of beneficial interest ($0.20/share)
Dividends paid or accrued on preferred
shares ($2.10/share)
Conversion of preferred shares

Balance December 31, 2002

(1) Includes the balance of accumulated distrimgim excess of net income of First Union Manageirian. of $8,588, $2,554 and $4,173

of December 31, 2000, 2001 and 2002, respecti

Number of Amount of

Preferred Preferred Number of Amount

Shares of Share
Beneficial Benefic

Shares of Shares of
Beneficial Beneficial

S

Interest Interest Interest Intere
1,349 $ 31,737 42,472 $ 42,
ial
(364) (8,566) (2,775) (2,
ares
985 23,171 39,697 39,
(4,891) (4,
985 23,171 34,806 34,
(2 (40) 8
983 $ 23,131 34,814 $ 34,
Accumulated
Additional Distributions Total
Paid-In  in Excess of Deferre d Shareholders'
Capital Net Income (1) Compensat ion Equity
$ 218,831 $ (123,322) $ 8) $ 169,710
40,267 40,267
ial
(6,583) (6,583)
(2,450) (2,450)
(3,829) (15,170)
(666) (666)
(64,733) (64,733)
ares 8 8
214,336 (156,821) - 120,383
15,478 15,478
(2,068) (2,068)
(6,734) (11,625)
207,602 (143,411) - 122,168
(5,032) (5,032)
(6,962) (6,962)
(2,067) (2,067)
32 -
$ 207,634 $ (157,472) $ - $ 108,107

of
of
ial
st

472

775)

697

891)

806

814



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 operating activities

Net (loss) income
Adjustments to reconcile net (loss) income

to

Cash

Cash

The accompanying notes are an integral part okthembined financial statements.

net cash (used for) provided by operating a
Depreciation and amortization

Write-down of investment

Extraordinary loss from early extinguishm
Gains on sales of real estate

Loss on carrying value of assets identifi
Increase (decrease) in deferred items

Net changes in other operating assets and

Net cash (used for) provided by operat

provided by (used for) investing activities
Principal received from mortgage loans an
Net proceeds from sales of real estate
Proceeds from sale of fixed assets
Proceeds from sale of investment in joint
Purchase of investments

Proceeds from maturity of investments
Investments in building and tenant improv

Net cash provided by (used for) invest

(used for) provided by financing activities

(Decrease) increase in notes payable

Proceeds from mortgage loans

Repayment of mortgage loans - Principal p
- Balloon pay

Mortgage prepayment penalties

Payment of deferred obligation

Deferred obligation repayment penalty

Payments for Impark spin-off

Repurchase of common shares

Repurchase of preferred shares

Income from variable stock options

Debt issue costs paid

Dividends paid on shares of beneficial in

Dividends paid on preferred shares of ben

Net cash (used for) provided by financ

Increase (decrease) in cash and cash equiv
Cash and cash equivalents at beginning of

Cash and cash equivalents at end of year
Change in cash from discontinued operation

Cash and cash equivalents at end of year,
Supplemental Disclosure of Cash Flow Infor
Interest paid

Supplemental Disclosure on Non-Cash Invest
Dividends accrued on preferred shares of b
Transfer of mortgage loan obligations in ¢
Transfer of deferred obligation in connect
Issuance of mortgage loan receivable in co

Discontinued non-cash net assets charged t

ctivities

ent of debt
ed for disposition
liabilities

ing activities

d note receivable

venture

ements

ing activities

ayments
ments

terest
eficial interest

ing activities

alents
year

S

mation

$ (5,032

2,077

(1,662,806)
1,674,837
(697)

ing and Financing Activities

eneficial interest
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2001 2000

$ 15478 $ 40,267

3,837 12,580

11,463 -
889 6,065
(30,096)  (76,114)
- 19,150
(564) 2,409

(6,285) 3,942

7,048 3,881
43,617 23,325
- 175
- 2,410

(1,283,394) (1,519,627)
1,377,249 1,403,668
(778)  (10,980)

(150,014) 100,982
6,500 50,000
(422)  (1,477)
- (8,613)
- (514)
- (10,579)
- (3,092)

- (37,087)
(11,625)  (7,431)
- (7,739)

- (666)

- (666)

- (13,166)
(2,068) (2,641)

(19,165)  (31,538)
23,889 57,841
4724 26,303
- (2414)

$ 4,724 $ 23,889

$ 7,899 $ 26,165

517 $ 517

122,722 $ 76,189

1,775 $ -

7,000 $ -

AlNAI B BB

- $ 64,747




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, 2002, 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 classifies the Canadian park
business as "discontinued operations."

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 the impat of real estate. In addition, estimates aeel wghen accounting for the allowance for
doubtful accounts, potentially excess and obsamtentory, product warranty reserves, the percentdgompletion method and
contingencies, among others. Actual results coiffdrdrom these estimates.

The Trust accounts for its leases with tenantgasating leases. Tenant leases generally provideailfimgs of certain operating costs and
retail tenant leases generally provide for pergmtantals, in addition to fixed minimum rental&eTTrust accrues the recovery of operating
costs based on actual costs incurred. For percentagals, the Trust follows the Financial AccongtStandards Board's ("FASB") Emerging
Issues Task Force Issue No. 98-9 (EITF-98-9), "Aicating 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, begrézed in the period that a tenant exc
its specified sales breakpoint. Consequently, thistlaccrues the majority of percentage rent incontlee fourth quarter of each year in
accordance with EITF-98-9. For the years ended Déee 31, 2002, 2001 and 2000, the accrued recofergerating costs and percentage
rent income approximated $4.5 million, $5.6 milliand $11.6 million, respectively. Deferred reversuderived 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 ageathhysical 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, 2002 and 2001, buildings and imgnoents included $0.1 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.

At December 31, 2002 and 2001, $0.7 million an®@$0fillion of cash was restricted, respectively,dzhen the terms of the mortgages.
Additionally, $1.2 million of cash as of Decembdr, 2002 and 2001 was classified as restricted Isectnis amount secures benefits under
change of control agreements with former employédse Trust and FUMI. The restricted cash can bhisased for reimbursement of legal
and other expenses incurred for claims againstt@essserving prior to the change in the majoritthefBoard that occurred in June 1998.
terms of the escrow agreement expire in May 2003.

The Trust has calculated earnings per share fa2,2fI01 and 2000 in accordance with SFAS 128, 'ilBgsnPer Share." SFAS 128 requires
that common share equivalents be excluded fromvtighted average shares outstanding for the caionlaf basic earnings per share. The
reconciliation of shares outstanding for the basid diluted earnings per share calculation is baWs (in thousands):

2002 2001 2000

36,396 41,758

Basic weighted average shares 34,807
Convertible preferred shares - 5,741
Diluted weighted average shares 34,807 36,396 47,499

The preferred shares are anti-dilutive and arenodided in the weighted average shares outstarfdirtye diluted earnings per share for
2002 and 2001. The warrants to purchase sharemnefibial interest are anti-dilutive and are nafuded for any period.
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The computation of basic and diluted earnings paresbefore extraordinary loss is as follows (wmuhands, except per share data):

2002 2001 2000

Basic
(Loss) income before extraordinary loss from early

extinguishment of debt $ (5,032) $ 16,367 $ 46,332
Preferred dividend (2,067) (2,068) (2,450)
Discount on preferred stock redemption - - 827
(Loss) income before extraordinary loss from early

extinguishment of debt attributable to

common shares $ (7,099) $ 14,299 $ 44,709
Basic weighted average shares 34,807 36,396 41,758
(Loss) income per share before extraordinary

loss from early extinguishment of debt $ (0.20) $ 0.39 $ 1.07
Diluted
(Loss) income before extraordinary loss from early

extinguishment of debt $ (5,032) $ 16,367 $ 44,709
Preferred dividend (2,067) (2,068) -
Preferred dividend on unredeemed stock - - 2,068
Impact of redeemed preferred stock - - (444)
(Loss) income before extraordinary loss from early

extinguishment of debt and loss from attributabl eto

common shares $ (7,099) $ 14,299 $ 46,333
Diluted weighted average shares 34,807 36,396 47,499
(Loss) income per share before extraordinary

loss from early extinguishment of debt $ (0.20) $ 0.39 $ 0098

VENTEK

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

Inventory

Inventory is valued at the lower of weighted averagst or net realizable value and consists priynafitransit ticketing and parking
equipment parts and unbilled revenue recognizeéniing percentage completion method. Unbilled regamas $0.6 million and $1.1 millic
at December 31, 2002 and 2001, respectively. VesTekentory valuation reserve was $0.5 million $d3 million at December 31, 2002
and 2001, respectively.
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Fixed Assets

Fixed assets are recorded at cost and are inchglpdrt of other assets on the accompanying cochbialance sheet. Depreciation of
furniture, fixtures and equipment are calculateédgishe declining-balance and straight-line methodsr terms of three to five years.
Amortization of leasehold improvements is calcudaising the straight-line method over the leasater

Revenue Recognition

Revenue from transit ticket vending equipment a@éhtenance contracts is recognized by the percemagpletion method. Revenue in
excess of billings represents the difference batweeenues recognized under the percentage cooml@tthod and billings issued under the
terms of the contracts and is included as pamwéntory on the accompanying combined balance sWeeilek reviews cost performance .
estimates to complete on these contracts at leastegly. If the estimated cost to complete a @oitchanges from a previous estimate,
VenTek records an adjustment to earnings at tive. tRevenues from the sales of parking equipmentemognized upon delivery.

Product Warranty Policy

VenTek provides product warranties for both itskpag and transit ticket equipment. The warrantyigyofor 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 costafranty coverage at the time the sale is recorfdezuct warranties of approximately $0.2
million and $0.3 million are included in accountsypble and accrued liabilities at December 31, 20022001, respectively.

Income Taxes

Current income taxes are recognized during theogeéni 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 amofudéferred tax assets, which consists
of FUMI's capital loss carryforwards, due to theentainty of realization of the deferred tax assets

Share Options

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 1999 which had an exerdige phat was less than the grant date per shareeinarice. If compensation expense for
the Trust's two share option plans had been reddrdsed on the fair value at the grant date for@svim previous years, consistent with
SFAS 123, the Trust's net income would be adjuaseidllows (amounts in thousands, except per sihatss):
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2002 2001 20 00

Net (loss) income applicable to shares
of beneficial interest, as reported $ (7,099) $ 13,410 $ 3 7,817

Effect of stock options as calculated (208)
Net (loss) income as adjusted $ (7,099) $ 13,410 $ 3 7,609
Per share
Basic:
Net (loss) income, as reported $ (0.20) $ 0.37 $ 0.92
Effect of stock options as calculated - - -
Net (loss) income, as adjusted $ (0.20) $ 0.37 $ 0.92
Diluted:
Net (loss) income, as reported $ (0.20) $ 0.37 $ 0.85
Effect of stock options as calculated - - -
Net (loss) income, as adjusted $ (0.20) $ 0.37 $ 0.85

Recently Issued Accounting Standards

In July 2001, the Financial Accounting Standardsigio

("FASB") issued Statement of Financial Accountirtgriélards ("SFAS")

No. 142 "Goodwill and Other Intangible Assets." SNo. 142 addresses accounting and reporting fangible assets acquired, except
those acquired in a business combination. SFASLKIP presumes that goodwill and certain intangikets have indefinite useful lives.
Accordingly, goodwill and certain intangibles wilbt be amortized but rather will be tested at leastually for impairment. SFAS No. 142
also addresses accounting and reporting for gobdndl other intangible assets subsequent to thgirisition. SFAS No. 142 is effective for
fiscal years beginning after December 15, 2001. adwption of this statement had no impact on thesfls 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 statensapersedes 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 eliminh&axception to consolidation for a subsidiaryibich 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 prospdyt The adoption of this statement had no imarcthe Trust's combined liquidity,
financial position or results of operations, althbun future years sales of properties would bsgmted in a manner similar to discontinued
operations.
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In April 2002, the FASB issued SFAS No. 145, "Resitin of FASB Statements No. 4, 44, and 64, AmemdimieFASB Statement No. 13
and Technical Corrections,"” which updates, clasiiad simplifies existing accounting pronouncemdntpart, this statement rescinds SFAS
No. 4, "Reporting Gains and Losses from Extinguishtrof Debt." FASB No. 145 will be effective foséial years beginning after May :
2002. Upon adoption, enterprises must reclassity period items that do not meet the extraordintam classification criteria in APB

30. The effect of this statement on the Trust'sliaed financial statements would be the reclastifin of extraordinary loss on early
extinguishment of debt to interest expense, howahesr will have no effect on the Trust's net in@applicable to shares of beneficial
interest. The Trust intends to adopt FASB No. 1gi6faJanuary 1, 2003

In July 2002, the FASB issued SFAS No. 146, "Actmgnfor Costs Associated with Exit or Disposal iities.”" SFAS No. 146 requires
companies to recognize costs associated with exiisposal activities when they are incurred rathan at the date of a commitment to an
exit or disposal plan. Examples of costs coverethbystandard include lease termination costs artdin employee severance costs that are
associated with a restructuring, discontinued dmraplant closing or other exit or disposal aityivSFAS No. 146 is effective prospectively
for exit and disposal activities initiated afterd@enber 31, 2002, with earlier adoption encouraged.

In November 2002, the FASB issued Interpretation 46 Guarantors' Accounting and Disclosure Requangts for Guarantees, Including
Indirect Guarantees of Indebtedness of Others.Ifieepretation elaborates on the disclosures tméée by a guarantor in its financial
statements about its obligations under certainaniaes that it has issued. It also clarifies thguarantor is required to recognize, at the
inception of a guarantee, a liability for the fe@lue of the obligation undertaken in issuing thargntee. This Interpretation does not
prescribe a specific approach for subsequently orgasthe guarantor's recognized liability over them of the related guarantee. The
disclosure provisions of this Interpretation arieetive for the Trust's December 31, 2002 combiireghcial statements. The initial
recognition and initial measurement provisionshig tnterpretation are applicable on a prospediags to guarantees issued or modified
December 31, 2002. This Interpretation had no effiache Trust's combined financial statements. Tiust's guarantees are disclosed in the
combined financial statements.

In January of 2003, the FASB issued Interpretalion46, Consolidation of Variable Interest Entiti&&is Interpretation clarifies the
application of existing accounting pronouncemeatsertain entities in which equity investors do hate the characteristics of a controlling
financial interest or do not have sufficient equatyrisk for the entity to finance its activitiestmout additional subordinated financial support
from other parties. The provisions of the Interatien will be immediately effective for all variabinterests in variable interest entities cre
after January 31, 2003, and the Trust will neeagply its provisions to any existing variable ietts in variable interest entities by no later
than December 31, 2004. The Trust does not antecipat this will have an impact on its combinethficial statements.

2. PROPOSED TRANSACTION

On February 13, 2002, the Trust entered into andisfe agreement of merger and contribution withpag others, Gotham Partners, L.P.
("Gotham Partners") a shareholder of the Trustithabntrolled by affiliates of William A. Ackmamyho was at the time Chairman of the
Board of Trustees of the Trust, and Gotham GolfpC¢iGotham Golf"), a Delaware corporation contdlby Gotham Partners, pursuant to
which the Trust agreed to merge with and into Gatlazolf. The parties subsequently adopted AmendiNentl to the merger agreement on
April 24, 2002, Amendment No. 2 to the merger agreet on September 24, 2002 and Amendment No.&taerger agreement on Octo
24, 2002. If consummated, the proposed transaetitbmesult in the Trust's common shareholders ingéng as merger consideration for each
common share:
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- $1.98 in cash;

- a choice of (a) an additional $0.35 in cash drafiproximately 1/174th (0.0057461) of a debt instent to be issued by Southwest Shopping
Centers, Co. Il, L.L.C. ("Southwest Shopping Cesitemwith a face value of $100 (which is an effeetprice of $60.91 per face value of
$100), indirectly secured by the Trust's princigl estate assets; and

- three-fiftieths (0.06) of a non-transferable utifieated subscription right, with each whole rigéixercisable to purchase one Gotham Golf
common share at $20.00 per share and, subjecattabiity and proration, additional Gotham Golfremon shares at $20.00 per share, fc
to an aggregate of approximately $41 million of li@oh Golf common shares.

The proposed transaction is subject to severalitons, including the approval of the Trust's sieiders and the obtaining of certain third
party consents. The proposed transaction was apgray the Trust's common shareholders at a spaeieting held on November 27, 2002.
There can be no assurance that the proposed ttemsapproved by the Trust's common shareholddideiconsummated.

In November 2002, the plaintiff in the preferreds#holder litigation (see "Footnote 17, Legal Peatiegs") filed with the New York
Supreme Court for New York County an Order to Si@ause why the transaction should not be enjoinkd.cburt held a hearing on that
issue on November 20. On November 21, 2002, the &ssued an order denying the defendant's motiatismiss the complaint and granting
motions for preliminary injunction and expeditedabvery in connection with the proposed merger. dthet also set a hearing for Novem
26, 2002 to determine whether to grant furtheefab plaintiff with respect to the proposed trattgm. An evidentiary hearing was held on
November 26, 27 and December 2, 2002 with respebis matter. Thereafter, the court issued anratdted December 6, 2002, reaffirmi

its preliminary injunction barring the proposed gerof the Trust with and into Gotham Golf. The @wrder extended indefinitely the
preliminary injunction previously granted with regpto the proposed merger transaction and direbtegarties to the lawsuit to attend a
preliminary conference for the purpose of schedudliscovery. The Trust filed a notice of appeal badan pursuit of its appeal of the court's
order barring the transaction in the Appellate B of the New York Supreme Court. The issue eflitting of the injunction was briefed
the parties to the litigation and oral argumentl@appeal was heard by the Appellate DivisiorhefNew York Supreme Court on March
2003. No assurance can be given that the injunegtibie lifted, that all required third party caersts will be obtained and that the transaction
will be consummated.

3. 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 intefg€xdmmon Shares") held on March 20, 2000. Appratety 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 ovnprsf VenTek, a former manufacturing subsidiaryropark.

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 trefdPred 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 tesfitke Preferred Shares.

43



4. INVESTMENTS

Investments as of December 31, 2002 and 2001 iadlu8. Treasury Bills in the face amount of $104illion and $116.0 million,
respectively. The U.S. Treasury Bills are clasdifis held-to-maturity securities and are recordewst less unamortized discount. In
addition, the Trust invested $10.0 million durin@0® in convertible preferred stock and warrantsedsby HQ Global Holdings, Inc. ("HQ").
The convertible preferred stock was accounted $araavailable-for-sale security and accrued a% 3pay-in-kind" dividend which
increased annually. The shares and accrued divideand be converted into common shares. Manageradrddtermined that the fair value of
the investment in convertible preferred stock wa8$nillion plus accrued dividends. The warrantsvalthe Trust to purchase shares of
common stock for a nominal strike price and wergioally valued at $2.7 million.

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 divideaidJune 30, 2001. During the third and fourthrigua 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 pred¢d stock. On March 13, 2002, HQ
filed a voluntary petition for a Chapter 11 Reorgation under the U.S. Bankruptcy Code, which thaye not emerged from.

5. FINANCIAL INSTRUMENTS

Financial instruments held by the Trust and FUMlude cash and cash equivalents, accounts recejalbstments, accounts payable and
long-term debt. The fair value of cash and caslivedgnts, 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 32 26d 2001. The fair value of the Trust's mortgage payable, as described in Note 11
could not be estimated. The fair value of the TsuSenior Notes approximates its carrying amouiné Trust and FUMI do not hold or issue
financial instruments or derivative financial instrents for trading purposes.

6. WARRANTS TO PURCHASE SHARES OF BENEFICIAL INTERE

In November 1998, the Trust issued 500,000 warrdatisallow a third party to purchase 500,000 Comi8bares at $10 per share. The
current exercise price of the warrants is $8.32 Whrrants expire in November 2008. The Trust idshe 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.
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8. LOSS ON CARRYING VALUE OF ASSETS IDENTIFIED FORISPOSITION

Management reviews the net realizable value offtluist's portfolio periodically to determine whetlaer allowance for possible losses is
necessary. The carrying value of the Trust's imaests in real estate is evaluated on an indivigugperty basis. In December 2000, the T
recorded $19.2 million in losses on the carryinlyeaf properties that the Trust agreed to sedinaallocated sales price which was below net
book value. These properties were sold in MarchL20Bere were no assets identified for sale foryda ended December 31, 2002. The net
book value of assets identified for sale for tharyended December 31, 2001 is summarized in theafinig table (amounts in thousands):

2001
Net book value of assets identified for sale $ 143,159
Additions 360
Depreciation (1,639)
Sales of assets (141,880)
Net book value of assets identified for sale
at year end $

Property net operating income, which is rents tgserating expenses and real estate taxes for adeptdied for sale, are summarized for the
year ended December 31, 2001 in the following tédaheounts in thousands

Revenues $ 5921
Less - Operating expenses and real estate taxes 2,288
Property net operating income $ 3,633

9. GAINS ON SALE OF REAL ESTATE

In March 2001, the Trust sold two shopping centepgrties, 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.h& ¢losing of this transaction, the sale price
of $205 million was reduced by $20.6 million, whiefas the net sales price realized by the Trust fteersale of the Huntington Garage
property which was sold in December 2000 to anoplaety as agreed by Purchaser and which was péreaiggregate sales price of $205
million. The Trust recognized a gain on the salaggroximately $30.1 million.

In December 2000, the Trust sold a parking garag&21.3 million, resulting in a gain on sale ddlrestate of $16.1 million. In April 2000,
the Trust sold a shopping mall for $80.1 millicesulting in a gain on sale of real estate of $B8llion. The Trust also recognized a gain on
sale of real estate of $1.2 million from its jougnture interest in a shopping mall that was soldndg 2000 and a net $0.1 million from the
sale of other assets.
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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.

11. MORTGAGE LOAN PAYABLE

As of December 31, 2002 and 2001, the Trust had@meaining mortgage loan for $41.8 million and $4@&illion, respectively, secured by
the Park Plaza Mall. The loan, obtained in ApriD@Qis non-recourse, and has an anticipated repayua¢e of May 1, 2010. The mortgage
loan bears interest at a rate of 8.69% until Ma®QIL0 and thereafter until its final maturity in 2030 at a rate of 10.69% if the mortgage
loan is then the subject of a secondary markes#etion in which rated securities have been issnedl2.69% if it is not. The mortgage loan
requires monthly payments based on a 30 year aratidin schedule of approximately $0.4 million feingipal, interest and escrow deposits.
Prepayment of the loan is permitted prior to thiécgpated repayment date (after an initial lockpatiod of three years or two years from
securitization), only with yield maintenance or@ggance, and payable after the anticipated repaydanupon thirty days notice without
payment of any penalties, as defined in the loaaeagent. Principal payments due during the fives/éalowing December 31, 2002 are ¢
million, $0.3 million, $0.4 million, $0.4 millionrad $0.5 million, respectively.

Management cannot estimate the fair value of thegage loan payable due to the contingency destiib€ootnote 22 relating to the Park
Plaza Mall.

12. SENIOR NOTES

The Trust had approximately $12.5 million of 8 7/8#nior Notes outstanding at December 31, 2002660d. The Senior Notes are
unsecured and due in full in October 2003. Thevaiue of the Senior Notes, based upon the la@dét approximates its carrying amount.
The Senior Notes have certain debt covenants whifirust was in compliance with at December 30220

13. 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 PreieBhares 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 eaférpge 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 may not be redeemed for cash. Tries @ePreferred Shares are redeemable
at the option of the Trust at the conversion rétene Series A Preferred Share for 4.92 Commone3hdihe Trust may exercise its option
only if for 20 trading days within any period of 80nsecutive trading days, the closing price ofGoenmon Shares of beneficial interest on
the New York Stock Exchange equals or exceedsdheersion price of $5.0824 per Common Share.
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In December 2002, a total of 1,718 shares of Sérieseferred Shares were converted to Common Shaasgd on the conversion price of
the Series A Preferred Shares, an additional 83Btmon Shares were issued.

14. 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 repurchasedgagnesyate 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 Tradtpgreviously expended
approximately $15.6 million to buy Common Shareenir June 28, 2000 through December 31, 2000, thst Tepurchased 2,775,125
Common Shares for an aggregate cash considerdt#n480,834. The Common Share repurchase progeséden suspended, pending the
outcome of the proposed transaction with Gothanorieesd in Footnote 2.

In June 2000, the Trust repurchased, in a privatesaction, an aggregate of 364,200 Series A Peef&@hares from three institutional
investors at a purchase price of $21.25 per sf@aren aggregate cash consideration of $7,739,250.

15. 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 gnaahtlaat option rights granted expire 10 years
after the date granted. Adopted in 1981, the piagirally reserved 624,000 shares for the grantihimcentive 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:

2002 WEIGHTED 2001 WEIGHTED 2000 WEIGHTED

SHARES AVERAGE SHARES AVERAGE SHARES AVERAGE
Exercised - - - - - -
Canceled - - - - 22,500 $ 7.38
Expired - - - - - -

As of December 31, 2002 and 2001, there were nstanding options under the 1981 plan.
LONG-TERM INCENTIVE OWNERSHIP PLAN

This plan, adopted in 1994 and amended in 199@rved 3,507,196 shares for the granting of incerdivd nonstatutory share options and
restricted shares. Because certain 1999 optiortgyesa deemed to be variable, compensation expenseorded when the market price of
Common Shares exceeds the option price for theseshDuring 2000, the option price of the 199Mtgr&xceeded the market price of sh

of beneficial interest and income of $0.7 millioaswecorded in 2000. Options granted in 1998 waneeled in March 2000. Options granted
in 1999 expired unexercised in 2001.
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The activity of this plan is summarized for the rgeanded December 31 in the following table:

2002 WEIGHTED 2001 WEIGHTED 2000 WEIGHTED
SHARES AVERAGE SHARES AVERAGE SHARES AVERAGE
Share option granted - -
Share options canceled 1 822,334 $ 7.20

Share options expired - - 627,471 $ 3.69
Restricted shares granted - - - -
Restricted shares canceled

Additional shares reserved
Available share options
and restricted shares 3,507,196 - 3,507,196 - 2, 879,725

As of December 31, 2002 and 2001, there were nstanding options under this plan.
TRUSTEE SHARE OPTION PLAN

In 1999, the shareholders approved a share opl#nfer members of the Board of Trustees. This plavides compensation in the form of
Common Shares and options to acquire Common Sfargsustees who are not employees of the Trustvemal are not affiliated with
Apollo Real Estate Advisors or Gotham Partnersotaltof 500,000 Common Shares were authorized uhiteplan.

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-forfeitalidecember 2000. Deferred compensation, net é¢itares, 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 numbehaifes that he has purchased. Shares purchasetess of $25,000 in a Service Year will
not be taken into account for option grants. Thioopprices 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 ab6@8or the other half of the options. The optigit@s will be increased by 10% per annum
beginning May 2000 and decreased by dividend Bigioins 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 beendstuthe Trustees. The 28,000 outstanding optibBeaember 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.
At December 31, 2002, the 8,000 options outstandieig exercisable had a weighted average of $hdZdhree year remaining life. The
SFAS 123 impact of these options was immaterial.
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16. 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 increase in incoméeaforeporting purposes of approximately $3.6 wnillin 2002, a net decrease of $51.0
million in 2001 and a net increase of $12.8 millinr2000. The Trust has Federal net operatingdasyforwards of approximately $37.0
million, which expire in 2019 ($4.3 million) and 20 ($32.7 million). The Trust does not anticipaénig able to utilize the benefits of these
carryforwards. The Trust and FUMI do not file colidated tax returns.

As of December 31, 2002, net investments in rdatesfter accumulated depreciation for tax, réeponurposes was approximately $57.3
million as compared to financial reporting purposgapproximately $58.9 million.

The 2002 cash dividend per common share of beaéfiderest for individual shareholder's income paxposes was as follows:

CAPITAL GAINS

UNRECAPTURED
ORDINARY SECTION 1250 NONTAXABLE TOTAL
DIVIDENDS  20% RATE GAIN (25% RATE) D ISTRIBUTIONS DIVIDENDS PAID
$ - % - $ - 3 20 % 0.20




The 2002 cash dividends per Series A PreferredeShaindividual shareholders' income tax purpagas as follows:

CAPITAL GAINS

UNRECAPTURED
ORDINARY SECTION 1250
DIVIDENDS  20% RATE GAIN (25% RATE) D

$ - $ - 3 - 8

During 2001, there were no cash dividends per Com8tare.

NONTAXABLE TOTAL
ISTRIBUTIONS DIVIDENDS PAID

210 % 2.10

The 2001 cash dividends per Series A PreferredeShaindividual shareholders' income tax purpagas as follows:

CAPITAL GAINS

UNRECAPTURED
ORDINARY SECTION 1250
DIVIDENDS 20% RATE GAIN (25% RATE) D

$ 0524 $ 1.192 $ 0.384 %

NONTAXABLE TOTAL
ISTRIBUTIONS DIVIDENDS PAID

- 8 2.10

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

CAPITAL GAINS

UNRECAPTURED
ORDINARY SECTION 1250
DIVIDENDS 20% RATE GAIN (25% RATE) D

$ 105 $ .802 $ 217 %

NONTAXABLE TOTAL
ISTRIBUTIONS DIVIDENDS PAID

- 8 1.124

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

CAPITAL GAINS

UNRECAPTURED
ORDINARY SECTION 1250
DIVIDENDS 20% RATE GAIN (25% RATE) D

$ .196 $1.5000 $ 404 $

NONTAXABLE TOTAL
ISTRIBUTIONS DIVIDENDS PAID

- 8 2.100




17. LEGAL PROCEEDINGS
Preferred Shareholders Lawsuit

Kimeldorf v. First Union, et al. On April 15, 200the Trust was served with a complaint filed in $wgreme Court of New York in New
York County on behalf of a purported holder of frast's convertible preferred shares. Among thegalions made by the plaintiff is that the
proposed transaction with Gotham Golf was apprdaethe Trust's Board of Trustees in violation ofuitiary duties owed to the holders of
the Trust's convertible preferred shares. Thesagks, among other things, unspecified damagesjuattion of the proposed transaction ¢
the court's certification of the lawsuit as a classon. Named as defendants in the lawsuit werd'thist, its five then trustees and Gotham
Partners. On November 21, the New York Supremet@fidew York County issued an order granting magidor preliminary injunction.

On December 6, 2002, the New York Supreme Cour&w York County issued an order reaffirming itelpninary injunction barring the
proposed merger of the Trust with and into Gothaoif.3'he court's order also extended indefinitélg preliminary injunction previously
granted with respect to the proposed merger tréiosaand directed the parties of the lawsuit teradta preliminary conference for the
purpose of scheduling discovery.

The Trust filed a notice of appeal of the prelinminenjunction with the Appellate Division of the MeYork Supreme Court. Oral argument
with respect to the appeal was held before a jabjmnel of the Appellate Division - First Departmhef the New York Supreme Court on
March 11, 2003. There is no specific timetabletfar appellate court to render its decision.

It is not possible to predict the outcome of thpaliate process with respect to lifting the injuoct In the event that the Appellate Division
rules that the injunction should not be lifted, tase will proceed to trial on the merits. In therd that the injunction imposed by the trial
court were lifted and dissolved, it is the intentiaf the Trust and, to the best of the Trust's Kedge, Gotham Partners and the other Gotham
Partners-affiliated parties to the proposed mengeisaction, to take the steps necessary to conatertire proposed transaction, however.
Any party to the Kimeldorf litigation may seek leagf the Appellate Division to appeal to the CafrAppeals of the State of New York an
adverse ruling by the Appellate Division regardihg injunction granted by the trial court.

On or about November 8, 2002, First Carolina Inmestinc. ("First Carolina") a holder of preferrguares, filed a separate lawsuit in New
York Supreme Court for New York County, naming ffaene defendants as in the Kimeldorf case. On artdbecember 20, 2002, plaintiffs
Kimeldorf and First Carolina Investors, Inc. filadconsolidated amended complaint alleging, amoherst breach of contract; aiding and
abetting breach of contract; tortuous interferenite the contract; breach of fiduciary duties; agland abetting of breach of fiduciary duties;
and unconscionability against the defendants, dtigieneldorf et al. v. First Union, et al. This catisated amended complaint essentially
consolidated the separate First Carolina Investocs,complaint, filed on or about November 8, 20@th the complaint of Mr. Kimeldorf

filed in April 2002. The Trust regards the lawsast being without merit and will vigorously deferghinst the asserted claims.
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Common Shareholders Lawsuits

Fink v. First Union. On or about January 24, 2008, Trust was served with a complaint filed in $i@reme Court of New York, New York
County on behalf of a purported holder of the Tsusbmmon shares, on behalf of himself and the comshareholders as a class. The
lawsuit seeks a declaration that the lawsuit isnta@able as a class action and a certificationttieaplaintiff, Robert Fink, is the
representative of the class. Named as defendattte liawsuit are the Trust, Gotham Partners, tinepamies affiliated with Gotham Partners
and the Trust that are parties to the Merger AgergnWilliam Ackman and the four current Trusteéthe Trust. Among the allegations
asserted are breach of fiduciary duty and aidiryatetting thereof in connection with the transadticontemplated by the Merger
Agreement. The relief requested by the plaintiffliies an injunction preventing the defendants fppateeding with consummation of the
merger, rescission of the merger if it occurs, @oanting for any profits realized by the defendaas a result of the actions complained o
order permitting the creation of a shareholdersimittee composed of the Trust common shareholdetdteeir representatives to manage the
affairs of the Trust, compensatory damages anddhts and disbursements of plaintiff's counsel.

On or about February 14, 2003, the parties tol#wsuit stipulated that the defendants need navener otherwise respond to the complaint
for an indefinite period of time. The stipulatiarevocable by the plaintiff at any time. The Troslieves that the purpose of the stipulation
was to delay court proceedings in this lawsuitlih& outcome of the appeal of the injunction esden the Kimeldorf, et al. v. First Union,
al. case (see above) is decided by the AppellatesiDn.

The Trust regards the lawsuit as without merit plaghs to vigorously defend against the allegatidihe Trust will oppose any attempt by the
plaintiff to interfere with the transactions confgated by the Merger Agreement, which was apprdaethore than 64% of the outstanding
common shares of the Trust and by approximately 88f#fte common shares voted at a special meetispareholders held on November
2002.

K-A & Company, LTD. v. First Union. On or about Felry 12, 2003, certain of the Trust Trustees &atdr, the Trust, were served with a
complaint filed in the Court of Common Pleas, Cuygdn County, Ohio, by a purported holder of the Tsusommon shares, on behalf of
himself and the Trust common shareholders as a.d\@med as defendants in the lawsuit are the  T@&eham Partners, William Ackman
and the four current Trustees of the Trust. Thegallions made and the relief requested in the Kiifase substantially identical to those of
the Fink v. First Union suit referenced above. Tvesuit seeks a declaration that the lawsuit isna@able as a class action and certification
that the plaintiff, K-A & Company, Ltd., is the negsentative of the class. Among the allegationsréed are breach of fiduciary duty and
aiding and abetting thereof in connection with tifamsactions contemplated by the Merger AgreenTéms. lawsuit was removed by notice
filed by defendants to the United States Districu@, Northern District of Ohio, Eastern DivisioGgse No. 1:03 CV 0460)

The relief requested by the plaintiff includes ajumction preventing the defendants from proceediith consummation of the merger,
rescission of the merger if it occurs, an accougntor any profits realized by the defendants assalt of the actions complained of, an order
permitting the creation of a shareholders' commitiemposed of the Trust common shareholders airdépeesentatives to manage the
affairs of the Trust, compensatory damages anddhts and disbursements of plaintiff's counsel.

As with the Fink v. First Union lawsuit, the Trusgards the lawsuit as without merit and plansgonously defend against the allegations.

52



Peach Tree Mall Litigation

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 SuBeites Center, formerly Peach Tree Mall. In Sefteni991, 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 Noveribed, the trial court issued a decis
that generally holds in favor of the State of Qatifia. In February 2002, the Plaintiffs in the cfikal a notice of appeal of the ruling of the
trial court. Both the Plaintiffs and the State héiled their opening briefs in the California CowftAppeals, and the Plaintiffs are to submit a
reply brief in May 2003. The Trust is unable todice at this time whether or not it will recoveryaamount of its damage claims in this legal
proceeding.

Indemnity to Imperial Parking Corporation

In 1999, Newcourt Financial Ltd. brought a clainOntario against an affiliate of the Trust and ImigleParking Limited alleging a breach of
a contract between the Trust affiliate and NewcEiméincial's predecessor-in-interest, Oracle Cr@édiporation and Oracle Corporation
Canada, Inc. The Trust affiliate and Imperial Pagki_imited brought a separate action in Britishi@obia against Newcourt, Oracle Credit
Corporation and Oracle Corporation Canada claimangong other things, that the contract at issuensagroperly authorized by the Trust's
board of trustees and the Imperial Parking boariretctors. On March 27, 2000, in connection witl $pinoff of Imperial Parking
Corporation (the successor in interest to Impétaking Limited) to the Trust's shareholders, thesTgranted a full indemnity to Imperial
Parking Corporation in respect of all damagesmagifiom the outstanding actions.

Numerous attempts to settle this matter have nert Baccessful. The Trust has reserved $575,0@8 aonsolidated financial statements
this claim. The reserved amount consists of the &mount of the contract of $425,000 and estimedsts of $150,000. The amount of the
claim, $825,000, includes Newcourt's calculatiomntdrest on the amount due at the default rateutiek contract. The Trust believes that,
due to the failure of attempted settlement negotiat discovery will commence, and the matter ltome more actively litigated. The Tr
intends to defend vigorously against the claimaighd against the parties that it has indemnified tarpursue their separate claims with
respect to this matter.

Mountaineer Mall Claim

The Trust was named as a defendant in a lawsedt iil connection with a contractor's claim relativéhe construction of a portion of the
Mountaineer Mall, located in Morgantown, West Virigi. The construction of the mall commenced in 1888 was completed in 1995. The
mall was sold in July 1999. A trial on the merifgtte lawsuit was held in 1997.
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In October 2002, the court issued findings of &and conclusions of law providing that the claimaas entitled to recover from the Trust the
principal amount of $266,076 in damages plus variaterest amounts, which, when added to the grah@mount, would result in an
aggregate damage award of $494,382 against thé Thes court's order provided, however, that theam of the damage award is subject to
offset by the amount of legal fees and expensesnadly and necessarily incurred by the Trust fertlting a certain mechanic's lien claim
asserted by the plaintiff in the lawsuit. The cdurther directed that the plaintiff and the Trasgotiate in good faith as to the amount of such
expense and that, if the parties are unable teaagao the appropriate offset, the court wouledale an evidentiary hearing for the purpose
of resolving the issue.

In response to the October 2002 order, the Trastissel in the litigation has been attempting teiaeine the amount of allowable offset to
reduce the damages assessed against the TrubisAsdtter is subject to further negotiation andsilale further court proceedings to reach a
final resolution, the Trust is not able to predia final outcome of this claim. The Trust does exjiect that the outcome will have a
significant impact on the combined financial pasitof the Trust.

18. BUSINESS SEGMENTS

The Trust's and FUMI's business segments at Deae®ih@002 include ownership of a shopping cemtenffice building and a parking and
transit ticket equipment manufacturing company. Mgment evaluates performance based upon netiogdaratome. 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 revenuetetof goods sold. During the year ended Dece®bgeP001, the Trust sold two shopg
center properties, four office properties, fivekpag garages, one parking lot, a $1.5 million neteeivable and certain assets used in the
operations of the properties and realized a gaappfoximately $30.1 million. Corporate interespense consists of the Trust's senior notes
and borrowings collateralized by U.S. TreasurysBiCorporate assets consist primarily of cash asti equivalents, investments and defe
issue costs for senior notes. All intercompanydaations between segments have been eliminatetb{@eeof business segments).
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BUSINESS SEGMENTS (IN THOUSANDS)

RENTS AND SALES
Shopping Centers
Office Buildings
Parking Facilities
VenTek
Corporate

LESS - OPERATING EXPENSES AND COSTS OF GOODS SOLD
Shopping Centers
Office Buildings
Parking Facilities
VenTek
Corporate

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

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

Less - Depreciation and Amortization
Less - Interest Expense

CORPORATE INCOME (EXPENSE)
Interest and dividends
Other income (loss) (VenTek in 2002)
General and administrative
Write-down of investment
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2002 2001 2000
$ 12,098 $ 13,152 $ 25
1,379 3,962 12
- 1,610 10
2,924 7,554 5
166 17
16,567 26,295 55
4,231 5,351 8
719 1,787 5
- 24
4,892 8,777 8
93 (181)
9,935 15,758 22
821 913 2
90 287 1
- 347 2
(12) (329)

899 1,218 5
7,046 6,888 15
570 1,888 6
- 1,239 7
(1,968) (1,223) 2

85 527
5,733 9,319 27
2,077 3,837 12
5,102 7,004 26
1,659 5,001 12
475 5
(5,720) (5,750) (11
- (11,463)

,604

,004
,187
,157

,348

,580
,004
,108

(2)
361)



2002 2001 2000

Loss on carrying value of real estate
and impaired assets - - (29 ,150)

Loss before Gains on Sale of Real Estate and
Extraordinary Loss From Early Extinguishment of Deb t$ (5,032) $ (13,729) $ (29 ,782)

CAPITAL EXPENDITURES

Shopping Centers $ 374 $ 138 $ 2 ,608
Office Buildings 314 472 7 ,889
Parking Facilities - 114 438
VenTek 9 54 45

$ 697 $ 778 $ 10 ,980

IDENTIFIABLE ASSETS

Shopping Centers $ 58,388 $ 60,042 $ 115 ,587
Office Buildings 2,444 2,382 43 ,481
Parking Facilities - - 58 ,505
Mortgages - - 1 ,468
VenTek 2,131 3,428 5 ,284
Corporate 108,862 119,817 238 273
TOTAL ASSETS $ 171,825 $ 185,669 $ 462 ,598

19. MINIMUM RENTS

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

2003 $ 7,735
2004 6,384
2005 5,306
2006 4,071
2007 3,597
Thereafter 8,767
$ 35,860

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

The Trust engaged a law firm that has a partnerwdma Trustee, to advise it on strategic mateganding Impark and the Imperial spinoff.
During 2000, approximately $0.4 million had beeidga this firm, respectively. In May 2001 the Ties resigned from the board.

The Trust leased four of its parking facilitiesato entity which is partially owned by an affiliad€a Trust shareholder, Apollo Real Estate
Investment Fund II, L.P. and Apollo Real Estate i8dvs. The parking facilities were sold March 7020In 2001 and 2000, the Trust
received approximately $0.3 million and $4 millionrent from this third party, respectively. In A2001, the Trust purchased all of the
Common Shares of the Trust beneficially owned liyy shareholder.

The Trust and FUMI paid fees of $0.5 million, $&nélion and $0.2 million for the years ended Decem81, 2002, 2001 and 2000,
respectively, to the Real Estate Systems ImplertiensaGroup, LLC for financial reporting and adwig@ervices. The managing member of
this firm assumed the position of Interim Chief&cial Officer of the Trust on August 18, 2000 &ndurrently serving in that capacity.

Radiant Partners, LLC ("Radiant") is currently doirrg asset management services to the Trust'sinergaeal estate assets. For the years
ended December 31, 2002, 2001 and 2000, the Taigsf@es to Radiant of $0.3 million, $0.5 millionda$0.9 million, respectively. The
principals of Radiant were formerly executive offis of the Trust. During 2001, the Trust sold tbecRased Assets to 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&iih A. Ackman, former Chairman and Trustee of Tnest, is an equity owner of
Ackman-Ziff. In 2000, $100,000 was paid to Ackmaifi-Z

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

21. SEVERANCE LIABILITY

During both 2002 and 2001 severance expense offlaas$0.1 million was paid by VenTek due to thenieation of employees. During
2000, the Trust recorded $2.3 million in severagxgense as a result of the termination of the eympémt of Messrs. Friedman and
Schonberger and Ms. Zahner, and $0.2 million iresmvce expense as a result of the terminationathanexecutive.

22. CONTINGENCIES

The Trust has provided performance guaranteesezhiieio 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 mitié next two years based upon the projected atiopldates anticipated by VenTek
and the transit agencies. No amounts have beemdrgainst these guarantees. Since these projectemtaring their final stages, manager
does not anticipate that payment will have to beenander the guarantees; however, if VenTek is lertatperform in accordance with these
contracts, and subsequent change orders the Taeysbenresponsible for partial payment under theseamtees. Also, in connection with one
of these transit contracts, VenTek may be liabtdifmidated damages (as calculated under the actijtrelated to delays in completion of the
contract.
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The Trust is aware of the proposed constructioa éw mall in the vicinity of Park Plaza Mall (tHdall") by a partnership of a mall
developer and the anchor department store. Legjahachave been taken by local citizens of LittcR Arkansas to reverse the decision of
the Little Rock board of directors with respecthe zoning for the development of the proposed mal. A trial to determine whether the
property is to be re-zoned and on whether or ret/titers of Little Rock can vote to overturn theidion of the board occurred at the end of
February 2002. On June 5, 2002, the court issuegpinion invalidating the decision of the boarddafctors and as a result, the zoning of
site reverted to its prior status as a residensal property. Furthermore, the court permanenilyieed the City of Little Rock from issuing
any building permits or taking any other actionquant to the invalid ordinances with respect topitegosed new mall. The proponents of
new mall have filed a notice of appeal of the deaisn the Supreme Court of Arkansas, with no denigxpected before June 2003. It is also
possible that proponents of the new mall will Bl@ew application to rezone the proposed ared&néw mall for commercial use and,
specifically for large-scale retail use. The adstir@tive expenses, principally legal fees relatethis contingency, have been paid by the
Trust.

Regardless of whether the proposed new mall i$ Auihe site in question, under the terms of {herating covenant, Dillard's has no
obligation to maintain its operations at Park Plistzdl beyond July 2003. Dillard's is actively puirsgia number of alternative locations for
additional store in this market. Dillard's has bapproached to extend the operating covenant &ahlePlaza Mall; however, to date, it has
declined to do so. If Dillard's does not maintaspresence as an anchor store at Park PlazathaPark Plaza Mall would experience a loss
of revenue and likely an event of default underrttatgage, thereby causing the value of the PaakaPMall to be materially and adversely
affected. In such circumstances, there would biengairment of the value of the property and a lomsld be recognized. There can be no
assurance that Dillard's will extend or renew jigrating covenant on terms acceptable to the Trust.

The Trust is contractually obligated under the meagreement to pursue the proposed transactitnGatham Partners unless a superior
proposal, as defined in the agreement, is madep&hding preferred shareholder litigation opposhetransaction does not give the Trust
the contractual right under the merger agreemetartninate its obligations to complete the tranisactf the Trust were to seek to terminate
its obligations solely for that reason, the Trumtld incur liability to Gotham Partners that maglirde responsibility for the payment of
Gotham Partners' expenses for the transactionhwhe Trust believes may exceed $8 million.

24. QUARTERLY RESULTS OF OPERATIONS (UNAUDITED)

The following is an unaudited condensed summaith@®icombined results of operations by quarteriferyears ended December 31, 200z
2001. In the opinion of the Trust and FUMI, all @stiments (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.
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QUARTER

(IN THOUSANDS, EXCEPT PER SHARE DATA AND FOOTNOTES)

2002
Revenues

Loss before extraordinary loss from early
extinguishment of debt

Extraordinary loss from early extinguishment of deb

Net loss

Net loss applicable to shares of beneficial interes

Per share
Loss applicable to shares of beneficial intere
before extraordinary loss, basic
Extraordinary loss from early extinguishment o

Net loss applicable to shares of beneficial in

Loss applicable to shares of beneficial intere
extraordinary loss, diluted
Extraordinary loss from early extinguishment o

Net loss applicable to shares of beneficial in

2001
Revenues

Income (loss) before extraordinary loss from early
extinguishment of debt
Extraordinary loss from early extinguishment of deb

Net income (loss)

Net income (loss) applicable to shares of beneficia

Per share
Income (loss) applicable to shares of benefici
before extraordinary loss, basic
Extraordinary loss from early extinguishment o

Net income (loss) applicable to shares of bene
basic

Income (loss) applicable to shares of benefici
extraordinary loss, diluted
Extraordinary loss from early extinguishment o

Net income (loss) applicable to shares of bene
diluted

$ 4,703 $ 4,490

$ (1,490) $ (1,298)

$ (1,490) $ (1,298)

t $ (2,007) $ (1,815)
st

$ (0.06) $ (0.05)
f debt, basic - -
terest, basic $ (0.06) $ (0.05)
st before

$ (0.06) $ (0.05)
f debt, diluted - -

terest, diluted $ (0.06) $ (0.05)

$13,048 $ 6,702

$29,506  $(2,912)
t (889) -

$28,617 $(2,912)

| interest $ 28,100 (1) $ (3,429)(2)

al interest

$ 073 $ (0.09)
f debt, basic (0.02) -
ficial interest,

$ 071 $ (0.09)

al interest before

$ 0.66 $ (0.09)
f debt, diluted (0.02) -
ficial interest,

$ 0.64 $ (0.09)

S ENDED

$ 4807 $ 4,701

$ (1,015) $ (1,229)

$ (1,532) $ (1,745)

SEPTEMBER 30 DECEMBER 31

$ 5,798 $ 5,843

$(5010)  $(5217)

$(5010)  $(5.217)

$(5,527)(2) $(5.734)(2)

$ (0.16)  $ (0.16)

$ (0.16)  $ (0.16)

$ (0.16)  $ (0.16)

$ (0.16)  $ (0.16)

(1) Includes a gain on sale of real estate of $80llion from the sale of the Purchased Assets.
(2) Includes a write-down of investment of $2.7lioil, $4.4 million and $4.4 million for the secorttird and fourth quarters, respectively.
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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 baldrests of First Union Real Estate Equity and Morggayestments and First Union
Management, Inc. and subsidiaries as of Decemhet®2 and 2001, and the related combined statsnoéwperations, shareholders' equ
and cash flows for the years then ended. These icethfinancial statements are the responsibilitthefCompany's management. Our
responsibility is to express an opinion on thesalmoed financial statements based on our audits.

We conducted our audits in accordance with aud&iagdards generally accepted in the United StdtAsnerica. Those standards require
that we plan and perform the audit to obtain reabtmassurance about whether the financial statsnaes free of material misstatement. An
audit includes examining, on a test basis, evidsnpporting the amounts and disclosures in then6iig statements. An audit also includes
assessing the accounting principles used and &ignifestimates made by management, as well asairgj the overall financial statement
presentation. We believe that our audits providesaonable 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 Investte and First Union Management, Inc. and subsédiars of December 31, 2002 and
2001, and the results of their operations and ttash flows for the years then ended in conformitih accounting principles generally
accepted in the United States of America.

/sl KPMG LLP

New Yor k, New Yor k
March 28, 2003
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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

* This Report of |ndependent Public Accountants on Financial Statenent
Schedul es is a copy of a previously issued report issued by Arthur
Andersen LLP and has not been reissued by Arthur Andersen. The
inclusion of this previously issued report is pursuant to the
"Tenporary Final Rule and Final Rule Requirenments for Arthur Andersen
LLP Auditing dients" pronulgated by the United States Securities and
Exchange Commi ssion in March 2002
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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's®Bfbxy Statement to be filed is incorporated mebgi reference.
(b) EXECUTIVE OFFICERS.
"Executive Officers" as presented in the Trust832Broxy Statement to be filed is incorporated indog reference.
ITEM 11. EXECUTIVE COMPENSATION.

"Compensation of Trustees" and "Executive Compémsatpresented in the Trust's 2003 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 2003 Proxy Statemelne tiled is incorporated herein by
reference.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS
"Certain Transactions and Relationships" preseint¢ite Trust's 2003 Proxy Statement to be fileidd®rporated herein by reference.

63



PART IV
ITEM 14. CONTROLS AND PROCEDURES

The Registrant's principal executive and finaneffiter has, within 90 days of the filing date bfs annual report, evaluated the effectiveness
of the Registrant's disclosure controls and proeesi(as defined in Exchange Act Rules 13a - 14{d)has determined that such disclosure
controls and procedures are adequate to ensurimtbahation required to be disclosed by the Registin the reports filed or submitted
under the Exchange Act is recorded, processedwandharized and reported within the time periods igelcby the Securities and Exchange
Commission. There have been no significant chaimgtee Registrant's internal controls or in othestérs that could significantly affect such
internal controls since the date of evaluation.dkdingly, no corrective actions have been takeih wagard to significant deficiencies or
material weaknesses.

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A’ ND REPORTS ON FORM 8-K.
(&) FINANCIAL STATEMENTS AND FINANCIAL STATEMENT SGHEDULES.
(1) FINANCIAL STATEMENTS:
Combined Balance Sheets - December 31, 2002 arfd@0page 33 of Item 8.
Combined Statements of Operations and - For thesvleaded December 31, 2002, 2001 and 2000 on phgél&m 8.
Combined Statements of Shareholders' Equity - k®iyiears Ended December 31, 2002, 2001 and 20p&agm 35 of Item 8.
Combined Statements of Cash Flows - For the Yeade& December 31, 2002, 2001 and 2000 on page I3&hoB.
Notes to Combined Financial Statements on pagéisr8idgh 59 of Item &
Independent Auditors' Reports on pages 60 throdgbf tem 8.
(2) FINANCIAL STATEMENT SCHEDULES:

Independent Auditors' Reports on Financial StatemenhSchedules.

Schedule Il - Real Estate and Accumulated Deprectan.

All Schedules, other than Ill, are omitted, asitifermation is not required or is otherwise furradh
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(b) EXHIBITS.

Exhibit

Number Descripti

(2)(a) Agreement and Plan of Merger and
First Union Real Estate Equity an
that certain Ohio Trust, declared
by Adolph Posnick, Trustee, First
GGC Merger Sub, Inc., Gotham Part
Partners, L.P., Florida Golf Asso
Golf Properties, Inc., and Gotham

2(a)(1) Amendment No. 1 dated as of April
Agreement and Plan of Merger and
First Union Real Estate Equity an
that certain Ohio Trust, declared
by Adolph Posnick, Trustee, First
GGC Merger Sub, Inc., Gotham Part
Partners, L.P., Florida Golf Asso
Golf Properties, Inc., and Gotham

2(a)(2) Amendment and Restatement dated a
Amendment No. 2 dated as of Septe
Agreement and Plan of Merger and
First Union Real Estate Equity an
that certain Ohio Trust, declared
by Adolph Posnick, Trustee, First
GGC Merger Sub, Inc., Gotham Part
Partners, L.P., Florida Golf Asso
Golf Properties, Inc., and Gotham

2(a)(3) Amendment No. 3 dated as of Octob
Agreement and Plan of Merger and
First Union Real Estate Equity an
that certain Ohio Trust, declared
by Adolph Posnick, Trustee, First
GGC Merger Sub, Inc., Gotham Part
Partners, L.P., Florida Golf Asso
Golf Properties, Inc., and Gotham

3)(a) By-laws of Trust as amended

Incorpor
on Ref
Contribution by and among Form 8-K dated Feb
d Mortgage Investments,
as of October 1, 1996,
Union Management, Inc.,
ners, L.P., Gotham Golf
ciates, L.P., Florida
Golf Corp.

30, 2002 to the Appendix B to Amen
Contribution by and among Registration State
d Mortgage Investments, Gotham Golf Corp.
as of October 1, 1996, Centers Co. Il, L.
Union Management, Inc.,

ners, L.P., Gotham Golf

ciates, L.P., Florida

Golf Corp.

s of October 30, 2002 of Appendix C to Amen
mber 27, 2002 to the Registration State
Contribution by and among Gotham Golf Corp.
d Mortgage Investments, Centers Co. I, L.
as of October 1, 1996,

Union Management, Inc.,

ners, L.P., Gotham Golf

ciates, L.P., Florida

Golf Corp.

er 24, 2002 to the Appendix D to Amen
Contribution by and among Registration State
d Mortgage Investments, Gotham Golf Corp.
as of October 1, 1996, Centers Co. Il, L.

Union Management, Inc.,
ners, L.P., Gotham Golf
ciates, L.P., Florida

Golf Corp.

1998 Form 10-K
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ated Herein by
erence to

ruary 14, 2002

dment No. 4 to Form S-4,
ment No. 333-88144, of
and Southwest Shopping
L.C.

dment No. 4 to Form S-4,
ment No. 333-88144, of
and Southwest Shopping
L.C.

dment No. 4 to Form S-4,
ment No. 333-88144, of
and Southwest Shopping
L.C.



(3)(b)

@)@

(4)(b)

(4)e)

(4)(d)

(4)e)

@)

(10)(®)

(10)(b)

(10)(e)

(10)(d)

(10)(e)

(20)(H)

(10)(9)

Certificate of Amendment to Amend
Declaration of Trust as of March

Form of certificate for Shares of

Form of Indenture governing Debt
1, 1993 between Trust and Society

First Supplemental Indenture gove
dated July 31, 1998 between Trust
Trust Company, National Associati

Form of Note

Certificate of Designations relat
Cumulative Redeemable Preferred S
Interest

Warrant to purchase 500,000 share
of Trust

1999 Trustee Share Option Plan

1999 Long Term Incentive Performa

Registration Rights Agreement as
and among First Union Equity and
Gotham Partners, L.P., Gotham Par
Gotham Partners International, Lt

Asset Management Agreement execut
Radiant Partners, LLC. **

Promissory note dated April 20, 2
Mall, LLC and First Union Nationa

Mortgage and Security Agreement d
between Park Plaza Mall, LLC and

Cash Management Agreement dated A
Plaza Mall, LLC, as borrower, Lan
Arkansas, Inc., as manager and Fi
as holder

ed and Restated 2000 Form 10-K

6, 2001
Beneficial Interest Registration State
33-2818

Securities, dated October Registration State
National Bank 33-68002

rning Debt securities, 2000 Form 10-K
and Chase Manhattan

on

Registration State
33-68002
ing to Trust's Series A Form 8-K dated Oct
hares of Beneficial

s of beneficial interest 1998 Form 10-K

1999 Proxy Stateme
held May 17, 1999

nce Plan 1999 Proxy Stateme
held May 17, 1999

of November 1, 1999 by 1999 Form 10-K

Mortgage Investments and

tners I, L.P., and

d.

ed March 27, 2000 with March 31, 2000
Form 10-Q

000 between Park Plaza
| Bank

Form 8-K dated May

ated April 20, 2000
First Union National Bank

Form 8-K dated May

pril 20, 2000 among Park Form 8-K dated May
dau & Heymann of
rst Union National Bank,

66

ment on Form S-3 No.

ment on Form S-3 No.

ment on Form S-3 No.

ober 24, 1996

nt for Special Meeting
in lieu of Annual Meeting

nt for Special Meeting
in lieu of Annual Meeting

11, 2000

11, 2000

11, 2000]



(20)(h) Amendment to Asset Management Agr
2000 with Radiant Partners, LLC *

(20)(i) Amendment to Asset Management Agr
(20)(j) Second Amendment to Asset Managem
(20)(k) Third Amendment to Asset Manageme
(20)(1) Fourth Amendment to Asset Managem
(20)(m) Fifth Amendment to Asset Manageme
(20)(n) Modification to Asset Management
(20)(0) Voting Agreement dated as of Febr

among the Trust, Gotham and Messr
Bruce R. Berkowitz, Citrin and Em

(20)(p) Lease, dated as of April 26, 1910
and Lillian Fauvre as Lessors and
Trust Company as Lessee

(20)(q) Indemnification Agreement with Ne
April 29, 2002*

(20)(r) Extension Letter Agreement to Ass
dated as of January 16, 2003*

(20)(s) Real Estate Management Agreement
LLC and General Growth Management

(23) Consent of KPMG LLP *
(24) Powers of Attorney *
(99.1) Certification Pursuant to Section

Sarbanes-Oxley Act of 2002

* Filed herewith

eement executed May 31, Form 8-K dated Jun

*

eement ** September 30, 2000
ent Agreement ** September 30, 2000
nt Agreement ** September 30, 2000

ent Agreement ** September 30, 2000

nt Agreement ** September 30, 2000
Agreement** 2000 Form 10-K

uary 13, 2002, by and Form 8-K dated Feb
s. Ackman, Altobello,

bry

, between Frank Fauvre Exhibit 10.1 to Am

the German American S-4, Registration
of Gotham Golf Cor
Shopping Centers C

il Koenig, dated as of

et Management Agreement,

between Park Plaza Mall
Inc.*

906 of the

** Management contract or compensatory plan orrayeanent
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e 6, 2000

Form 10-Q
Form 10-Q
Form 10-Q
Form 10-Q

Form 10-Q

ruary 14, 2002

endment No. 3 to Form
Statement No. 333-88144,
p. and Southwest

o.ll, L.L.C.



(c) REPORTS ON FORM 8-K - FILED ON OR BEFORE DECEHER 31, 2002.
November 22, 2002

Item 5 - On November 21, 2002, the New York
Supreme Court of New York County granted motionspf@liminary injunction and expedited discoveryconnection with the proposed
merger of the Trust and Gotham Golf Corp.

Item 7 - Press release dated November 21, 2002,
issued by the Trust.

68



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/Neil H. Koenig

Nei |l H. Koenig, Interim Chief Financial Oficer

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

S| GNATURE TITLE DATE

/sl Neil H. Koenig Princi pal Executive
------------------ and Principal Financial Oficer March 31, 2003

Trust ees:
Dat e
Dani el J. Altobello* )
Bruce R Berkowitz* )
Jeffrey B. Citrin* ) March 31, 2003
)

Talton R Enbry*

SIGNATURE

*By: /s/Neil H Koenig
Nei | H. Koenig, Attorney-in-Fact
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FIRST UNION REAL ESTATE EQUITY AND MORTGAGE INVESTM ENTS
FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2002

CERTIFICATIONS
I, Neil H. Koenig, in the capacities indicated he]eertify that:
1. I have reviewed this annual report on Form 16first Union Real Estate Equity and Mortgage biweents;

2. Based on my knowledge, this annual report doésantain any untrue statement of a material dacimit to state a material fact necessary
to make the statements made, in light of the cistarmces under which such statements were madmisleding with respect to the period
covered by this annual report;

3. Based on my knowledge, the financial statememid,other financial information included in thisnaial report, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this annual report;

4. | am responsible for establishing and maintgmisclosure controls and procedures (as definétkaihange Act Rules 13a-14 and 15d-14)
for the registrant and have:

a) designed such disclosure controls and procedoissure that material information relating te thgistrant is made known to me,
particularly during the periods in which this anhteport is being prepared:

b) evaluated the effectiveness of the registraliigdosure controls and procedures as of a daténa®0 days prior to the filing date of this
annual report (the "Evaluation Date"); and

c) presented in this annual report my conclusidrmuitithe effectiveness of the disclosure controtb@rocedures on my evaluation as of the
Evaluation Date;

5. I have disclosed, based on my most recent ev@ayao the registrant's auditors and the auditmmittee of registrant's Board of Trustees:

a) all significant deficiencies in the design oeogtion of internal controls which could adversaffect the registrant's ability to record,
process, summarize and report financial data awne foentified for the registrant's auditors any enial weaknesses in internal controls; and

b) any fraud, whether or not material, that invelvweanagement or other employees who have a signifiole in the registrant's internal
controls; and
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FIRST UNION REAL ESTATE EQUITY AND MORTGAGE INVESTM ENTS
FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2002

6. | have indicated in this annual report whetheré were significant changes in internal contoolg other factors that could significantly
affect internal controls subsequent to the dataymost recent evaluation, including any correctigdons with regard to significant
deficiencies and material weaknesses.

Date: March 31, 2003

/sl Neil H Koenig

Nei | H. Koenig
Princi pal Executive Oficer
and Interim Chief Financial Oficer
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Independent Auditors' Report

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

Under date of March 28, 2003, we reported on theldned balance sheets of First Union Real Estatetygnd Mortgage Investments and
First Union Management, Inc. and subsidiaries d&3eafember 31, 2002 and 2001, and the related catilstatements of operations,
shareholders' equity, and cash flows for the yeaded, which is included in the Annual Report omfr@0-K. In connection with our audits

of the aforementioned combined financial statememtsalso audited the related combined financatkestent schedule listed under Item 15(a)
(2) on page 64. This financial statement schedutbe responsibility of the Company's managemeumt.r&ponsibility is to express an

opinion on this financial statement schedule basedur audits.

In our opinion, such financial statement schedate2D02 and 2001, when considered in relation édotisic combined financial statements
taken as a whole, present fairly, in all matersipects, the information set forth therein.

/sl KPMG LLP

New Yor k, New Yor k
March 28, 2003

72



REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS ON
FINANCIAL STATEMENT SCHEDULES

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

We have audited in accordance with auditing staiglgenerally accepted in the United States, thébowed financial statements included in
this Form 10-K, and have issued our report thedadad March 7, 2001. Our audit was made for thpgme of forming an opinion on those
combined statements taken as a whole. The schdditgbunder Item 15(a)(2) on page 64 are thearesipility of the registrant's
management and are presented for purposes of cmmgpith the Securities and Exchange Commissiané&srand are not part of the basic
combined financial statements. These schedulesleem® subjected to the auditing procedures appligte audit of the basic combined
financial statements and, in our opinion, fairlgtstin all material respects the financial dataiiregl to be set forth therein in relation to the
basic combined financial statements taken as aevhol

Arthur Andersen LLP

Cleveland, Ohio,
March 7, 2001.

* This Report of Independent Public Accountantd=amancial Statement Schedules is a copy of a puslyjdssued report issued by Arthur
Andersen LLP and has not been reissued by Arthulefgen. The inclusion of this previously issuedrefs pursuant to the "Temporary
Final Rule and Final Rule Requirements for Arthund&rsen LLP Auditing Clients" promulgated by thetdd States Securities and Exche
Commission in March 2002.
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Schedule Il

REAL ESTATE AND ACCUMULATED DEPRECIATION
As Of December 31, 2002
(In thousands)

Description Encumbrances
Shopping Mall:
Park Plaza, Little Rock, AR $ 41,781

Office Building:
Circle Tower, Indianapolis, IN --

Real Estate net carrying value at

December 31, 2002 $ 41,781
Description Land

Shopping Mall:

Park Plaza, Little Rock, AR $ 5816
Office Building:

Circle Tower, Indianapolis, IN 270
Real Estate net carrying value at

December 31, 2002 $ 6,086

Cost capitalized
subsequent to

Initial cost to Registrant  acquisition
Building and  Building and
Land Improvements  Improvements
$ 5816 $ 58037 $ 1,072
270 1,609 4,149
$ 6,086 $ 59646 $ 5221
As of December 31, 2002
Year
Building and Accumulated con struction  Date
Improvements Total  depreciation co mpleted  Acquired Life
$ 59109 $ 64925 $ 8,273 1988 9/1/1997 40
5,758 6,028 3,784 1930 10/16/1974 40
$ 64867 $ 70953 $ 12,057

Aggregate cost for federal tax purposes is appratéig $70,953.
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Schedule Il -Continued

Asset reconciliation:
Balance, beginning of period

Additions during the period:
Improvements
Equipment and appliances
Transfer from First Union corporate

Deductions during the period:
Sales of real estate
Spinoff of Impark

Unrealized loss on carrying value of real estate as

Other - write-off of assets and
certain fully depreciated
tenant alterations

Balance, end of period:

Accumulated depreciation
Reconciliation:
Balance, beginning of period
Additions during the period:
Depreciation
Transfer from First Union corporate

Deductions during the period:
Sales of real estate
Spinoff of Impark

Write-off of assets and certain fully
depreciated tenants alterations

Balance, end of period

The following is a reconciliation of real estatsets and accumulated depreciation for the yeamsdebécember 31, 2002, 2001, and 2000.

(In thousands)
Years Ended December 31,
2002 2001 2000

$ 70,275 $273,383 $ 335,325

688 722 10,685
- 2 250
- - 1,453

- (203,832) (44,106)
- - (11,074)

sets - - (19,150)

(10) - -

$ 70,953 $ 70,275 $273,383

$ 10,108 $ 68,507 $ 75,275
1,959 3,553 11,064
- - 551
- (61,952) (18,269)
- - 14

(10) - -

$ 12,057 $ 10,108 $ 68,507
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EXHIBIT 10(q)
INDEMNIFICATION AGREEMENT

This Indemnification Agreement is made and entémnamlby and between Neil H. Koenig ("Koenig") anidsEUnion Real Estate Equity and
Mortgage Investments, an Ohio Real Estate Invedtifrrst, together with its successors, subsidiaiesparent companies (collectively, the
"Company") as of April 29, 2002.

WITNESSETH:
WHEREAS, the Company and Koenig wish to set fodhain understandings in this Agreement;

NOW, THEREFORE, in consideration of the mutual ceasgts and agreements herein contained, and for gttoel and valuabl
consideration, the receipt and legal sufficiencybfch are hereby acknowledged, the parties dodyeagree as follows:

1. Koenig's Services. Koenig agrees to continusetoe as the Chief Financial Officer of First Uni®eal Estate Equity and Mortgage
Investments (the "Trust") under the same termscanditions as he has heretofore served in thato@gpavhich service may be terminated at
any time by either Koenig or the Trust.

2. Indemnification.

(a) The Company agrees to indemnify and hold Kobaignless from and against any and all lossesnsladamages, liabilities and expenses
(including reasonable costs of investigation andraey fees and expenses) arising out of or in ection with his services on behalf of the
Trust, or the enforcement of this Agreement, arall shimburse Koenig for any and all legal and ott@sts or expenses as incurred, but in no
event less frequently than 30 days after each é@evisi submitted, by him in connection with inveatigg, preparing for, defending against or
appearing as a third-party witness in connectiah amny such loss, claim, damage, liability or attio

(b) If any action or claim shall be brought or at=eg against Koenig, he shall promptly notify thentpany in writing, and the Company shall
assume the defense thereof, including the employoferounsel reasonably satisfactory to Koenig #redpayment of all expenses; provided,
however, that Koenig's failure to notify the Compahall not relieve the Company from any of itsigations hereunder, but shall only
relieve it from any liability to the extent the Cpamny is prejudiced thereby. Koenig shall have ttjetto employ separate counsel in any ¢
action and to participate in the defense thereaftte fees and expenses of such counsel shatlthe axpense of Koenig unless (i) the
employment thereof has been authorized by the Coynipawriting,

(if) the Company has failed to assume the defense @mploy counsel reasonably satisfactory to kgen (iii) the named parties to any such
action (including any impleaded parties) includéhbi§oenig and the Company, and Koenig shall hawnlaelvised by such counsel that tf
may be one or more legal defenses available tatimamn



are different from or in addition to those avaitabd the Company (in which case, if Koenig notifies Company in writing that he elects to
employ separate counsel at the expense of the Gomitee Company shall not have the right to assilmaelefense of such action) it being
understood, however, that the Company shall natpimection with any one such action or separatsutstantially similar or related actic

in the same jurisdiction arising out of the sameeagal allegations or circumstances, be liableHerreasonable fees and expenses of mori
one separate firm of attorneys at any time andK@mnig, which firm shall be designated in writing Koenig. Koenig, as a condition of such
indemnity, shall use reasonable efforts to cooperdth the Company in the defense of any such matialaim. The Company also agrees to
indemnify and hold harmless Koenig from and agaamstloss, claim, damage, liability or expensedgson of any settlement or judgment.

(c) Under any and all circumstances, Koenig shalieithe right to participate in and oversee therkd of any action or claim to which he
named defendant whether it involves the servicendadttorney procured by the Company or by Koenigyant to this Agreement.

(d) The amount paid or payable by Koenig as a teduihe losses, claims, damages, liabilities axpgkases referred to in this Agreement s
also include, subject to the limitations set fabove, any legal or other costs or expenses rellyonaurred by Koenig in connection with
investigating or defending any such action or claim

(e) The indemnity agreements contained in thisi@eshall remain operative and in full force anfieef, regardless of any investigation made
by or on behalf of any party hereto and any termmmeof this Agreement.

3. No Participation in Third Party Civil Litigatiomhe Company agrees and promises not to voluptaailticipate, without receiving the prior
written approval of Koenig, in any pending or fidwivil case, arbitration, agency proceeding, beotegal proceeding brought against him,
by a third party ("Third Party Civil Litigation") ith respect to any issues whatsoever. The Companyagrees that it will not intentionally
cause, encourage, or participate in any Third Rant} Litigation maintained or instituted agairtsbenig. Specifically, among other things,
this paragraph is intended to preclude the Comframy (a) voluntarily providing any party involved a Third Party Civil Litigation, as
defined above, against him with any statement, aralritten, sworn or unsworn, to be used in cotioaowith that Third Party Civil

Litigation and/or (b) voluntarily appearing for tharpose of providing deposition or trial testimatysuch party's request without the prior
written approval of Koenig.

4. Entire Agreement. The parties each representamndant that no promise or inducement has beerexffor made except as herein set forth
and that the consideration stated herein is tremisideration for this Agreement. This Agreeng@at complete and entire agreement and
states fully all agreements, understandings, presrasid commitments as between the parties witlecesp the subject matter hereof; this
Agreement supersedes and cancels any and allratgetiations, understandings and agreements, ovalitten, respecting the subject matter
hereof; and this Agreement may not be modified pkbg an instrument in writing signed by the pagainst whom the enforcement of any
waiver, change, modification or discharge is sought
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5. Severability. If any provision or clause of tligreement is found to be invalid by a court of gatent jurisdiction, then such provision or
clause shall be severed here from and such intsatiall not affect any other provision or clau$¢his Agreement, the balance of which
shall remain and have its intended full force affiela.

6. Assignability, Choice of Law and Forum Selectidhis Agreement is personal to the parties antheeparty may assign, pledge, delegate
or otherwise transfer any of the rights, obligasian duties under this Agreement. This Agreemeal §le governed by, construed in
accordance with, and enforced pursuant to the ¢dtse State of New York without regard to prineiplof conflict of laws which might resi

in the application of the laws of another juristiot The parties hereto waive any defense of ldgeosonal jurisdiction or improper venue,
and hereby specifically authorize and require attipa brought by either party to this Agreemenb#oinstituted and prosecuted exclusivel
either the Supreme Court of the State of New Y@dinty of New York, or in the United States Digti@ourt for the Southern District of
New York, at the election of the party bringing lswaction.

7. Counterparts. This Agreement may be executedunterparts, each of which together constituteamtkethe same instrument.

8. Notices. Any notice to be given hereunder magddezered (a) in the case of the Company, by filass mail addressed to its Chairman at
125 Park Avenue, New York, New York 10017, andifldhe case of Koenig, either to him personallypyfirst class mail to his last known
residence address, with a copy to Dan L. Goldwag&sey. Vedder, Price, Kaufman & Kammholz, 805 THikeenue, New York, New York
10022. Notices served by mail shall be deemed g they are mailed.

IN WITNESS WHEREOF, the parties hereto have exatatel delivered this Indemnification Agreement &the date first written above.

FIRST UNION REAL ESTATE EQUITY
AND MORTGAGE INVESTMENTS

By: /sl WIlliam A, Ackman

Name: WIIliam A Ackman
Title: Chairman of the Board

/sl Neil H Koenig



EXHIBIT 10(r)
January 16, 2003

Daniel Friedman

Radiant Partners, LLC

1212 Avenue of the Americas
18th Floor

New York, NY 1003¢

Dear Dan:

We would like to extend the Asset Management Agesgrbetween Radiant Partners, LLC and First Unieal Estate Equity and Mortgage
Investments, modified on March 7, 2001, on a mdotironth basis commencing March 8, 2003.

Either party may terminate the agreement with 3@&gtaior notice. All other terms and conditionslwémain in effect.
If this is agreeable, please acknowledge by sigh&igw.
Very truly yours,

/s/ Neil Koenig

Nei | Koenig

/ s/ Dani el Friedman

Dani el Friedman



EXHIBIT 10(s)
REAL ESTATE MANAGEMENT AGREEMENT

THIS AGREEMENT, made as of the 1St day of OctoB802, between PARK PLAZA MALL, LLC, having an oféat do First Union Real
Estate Equity and Mortgage Investments, 125 Padnfe 14th Floor, New York, New York 10017, ("Owneednd GENERAL GROWTH
MANAGEMENT, INC., having a principal address 110mioWacker Drive, Chicago, Illinois, 60606 ("AGENT"

WITNESSETH
In consideration of the Covenants herein contaittesiparties hereto agree as follows:

ARTICLE |
APPOINTMENT AND AUTHORITY OF AGENT

1.1 Owner owns a shopping center (referred to@sRhremises"), identified on Exhibit A attachedeterand made a part hereof: Owner
hereby appoints Agent as the sole and exclusiveagiag and leasing agent for the Premises, and )Zenghorizes Agent to exercise such
powers with respect to the Premises as may be sege®r the performance of Agent's obligationsarm@rticle I, arid Agent accepts such
appointment on the terms and conditions hereinaéeforth for a term as provided in Article V aagrees to manage, operate and maintain
the Property in a faithful and diligent manner,jegbto the terms and conditions in this AgreemAgent shall have no right or authority,
express or implied, to commit or otherwise obligatener in any manner whatsoever except to the espmcifically provided herein.

ARTICLE II
AGENT'S AGREEMENT

2.1 Agent, on behalf of Owner, shall implementcause to be implemented, the decisions of Owneshalll conduct the ordinary and usual
business affairs of Owner as provided in this Agreet. Agent shall at all times use reasonable tsfforconform to the policies and progre
established by Owner and identified to Agent, dreddcope of Agent's authority shall be limitedda@ olicies. All undertakings incurred by
Agent on behalf of Owner under this Agreement shalat the cost and expense of Owner unless otbeprovided for herein. Agent agrees
to use its best efforts in the management and tparaf the Premises, and to comply with Owner&rinctions. If Owner has or creates a
Managing Agent's Manual ("the Manual") which sumizes the instructions, then the "Manual” furnishgdOwner to Agent shall be made a
part hereof. In the event of any inconsistencyamflict between the terms and provisions of thiséggnent and the Manual or the policies
and programs established by Owner, the terms andsiwns of this Agreement shall govern and be ibigdAgent shall perform the

following duties in connection with the managemamd operation of the Premises:

(a) Contract, for periods limited to Owner's posgms of the Premises, but not in excess of ongdaj, in the name of Owner, for gas,
electricity, water and such other services as aiegocurrently furnished to the Premises. Servargtracts shall be written to include a thirty
(30) day notice of cancellation by Owner wherevesgible. All service contracts in effect at theeda¢reof in respect of the Premises,
including the terms thereof (with cancellation tighany), the services provided
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thereunder and the charges called for thereby |di@udetailed in the Annual Budget. No such canttrather than a contract for an item
specified in the Annual Budget or for water oritidk, which involves an expenditure in excesshefamount set forth in paragraph 3 of
Exhibit A attached hereto shall hereinafter be mténto by Agent without the prior approval of Cavn

(b) Select, employ, pay, supervise, train, dirext discharge all employees necessary for the aparahd maintenance of the Premises,
including the payment of all related expenses, camption, salary, bonuses, fringe and fringe-rdlatsts in accordance with industry
practices and, where applicable, the Annual Budgaty Worker's Compensation Insurance

(and, when required by law, compulsory Non-Occupeti Disability Insurance) covering such employeesl use reasonable care in the
selection and supervision of such employees. Owgeres to reimburse Agent for any reasonable rédocaosts associated with the
relocation of exempt level employees to the Presiiggent will keep bi-weekly time sheets which sbal available for inspection by Owner.
Agent shall prepare or cause to be prepared aradytified and paid, all necessary returns, formd payments in connection with
unemployment insurance, medical and life insurgraieies, pensions, withholding and social secudtyes and all other taxes relating to
employees which are imposed by any federal, stateumicipal authority. Agent shall also provide asmanagement services in connection
with labor relations and shall prepare, maintaid file all necessary reports with respect to thie Eabor Standards Act and all other requi
statements and reports pertaining to labor emplay¢lde Premises. Agent shall use its best effort®omply with all laws and regulations a
collective bargaining agreements, if any, affecéagh employment. Agent will be and will continbeaughout the term of this Agreement to
be an Equal Opportunity Employer. All persons emptbin connection with the operation and mainteeasf¢he Premises shall be
employees of Agent.

Owner warrants and represents that as of the daiésoAgreement, the employees of the current rganaf the Premises that the Agent has
been asked to retain have never been employed meOvor participated in any retirement plan offeogdOwner, are not presently or in the
past been represented by a labor union in theit@mpent at the Premises and that the Agent willinoar any unfunded vested retirement
plan liability arising out of these employees' eayphent, by any previous manager at the Premises.

(c) Keep the Premises, or cause the Premiseskegdien a safe, clean and sightly condition and erakd contract for all repairs, alterations,
replacements, and installations, do or cause tiohe all decorating and landscaping, and purchihsepmplies necessary for the proper
operation and maintenance of the Premises ast@léiss regional shopping mall and the fulfillmeftOwner's obligations under any. lease,
operating agreement or other agreement or com@iaith all governmental and insurance requiremgmtsyided that, except as provided in
Section 2.4 hereof, Agent shall not make any pwelm do any work, the cost of which shall excéedapproved budget or the amount set
forth in paragraph 3 of Exhibit A attached herstdhout obtaining in each instance, the prior appt@f Owner, except in circumstances
which Agent shall deem to constitute an emergeaquiring immediate action for the protection of Bremises or of tenants or other persons
or to avoid the suspension of necessary servicesarder to cure any violation or other conditiwhich would subject Owner or Agent to ¢
criminal penalty or civil fine. Agent shall prompthotify Owner immediately of the necessity fore thature of, and the cost of, any such
emergency repairs or any action to cure any sumation or other condition. Agent shall arrangedad supervise, on behalf of Owner, the
performance of all alterations and other work teparre or alter space in the Premises for occupayntgnants thereof. Agent shall submit a
list of contracts and subcontractors performingtgmwork, repairs, alterations or services at tlerfses, under Agent's direction for Owner's
approval before such subcontractors commence arnly aidhe Premises.

It is understood that Agent shall not be requiedridertake the making or supervision of
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extensive reconstruction of the Premises or anytpareof except after written agreement by théigmhereto as to any additional fee to be
paid for such services.

Owner shall receive the benefit of all discountd egbates obtainable by Agent in its operatiorhefRremises. Owner is entitled to discounts
from various contractors and suppliers under Nalidgreements; Agent, if informed by Owner of siddtional Agreements, agrees to take
advantage of such National Agreements whereveitfleag\gent agrees to obtain a minimum of threec@npetitive bids for the performar

of any work at the Premises exceeding $15,00000frhish copies of such bids to Owner and to acseph bid as Owner may direct.

If Agent desires to contract for repair, constroigtor other service described in this paragraplaft)er than work done at the request of a
tenant and at the tenant's sole cost and expeasgnafter referred to as "Tenant's Work") withaaty with respect to which any partner or
shareholder of Agent holds a. beneficial interestyith any subsidiary, affiliate or related coration in which Agent shall have a financial
interest, such interest shall be disclosed to,apioved by Owner in writing before such serviaesmocured. The cost of any such services
shall likewise be at competitive rates, notwithdiag that tenants of the Premises may be requir@ay such costs. Agent, or the general
contractor working under the supervision of Agémguthorized to make and install Tenant Work, Agdnt may collect from such tenant or
such general contractor, for its sole accounthtrge for supervisory overhead on all such Tewark; provided in each instance Owner is
notified, in advance, in writing of the scope o€kwork and the identities of the tenant and camdra involved in such work. Agent shall
hold Owner harmless from any claims which may beaaded by any such tenant in connection with TeWéork performed by Agent or
under Agent's supervision. Agent, however, shallraquire any tenant to use Agent, its subsidiaffyljate or related corporation or its
general contractor to perform such Tenant Work.

(d) Handle promptly complaints and requests fronatés and parties to reciprocal easement agreenmanify Owner of any major complai
made by any such tenant or party and notify ownemptly (together with copies of supporting docutaginn), of: the receipt of any notice
of violation of any governmental requirements; &ndwn orders or requirements of insurers, insuraatieg organizations, Board of Fire
Underwriters or similar bodies; any known defecthia Premises; any known fire or other damageddttemises, and complete customary
loss reports in connection with fire or other damégthe Premises.

(e) Notify Owner's General Liability Insurance éarrand Owner promptly of any personal injury coperty damage known to Agent
occurring to or claimed by any tenant or third pam or with respect to the Premises and prompttwérd to the carrier, with copies to the
Owner, any summons, subpoena, or other like legalichent served upon Agent relating to actual @gakl potential liability of Owner,
Agent, or the Premises, with copies to Owner ofatlh documents.

(f) Advise Owner of those exceptions in leasesratieg agreements and other agreements in whictettents or parties to such agreements
do not agree to hold Owner harmless with respelibdity from any accidents and/or to replacel®no glass.

(9) Subject to Agent entering into cash manageragréements in form and content acceptable to Osvnattgage and mezzanine lenders,
receive and collect rent and all other monies pleyabOwner by all tenants and licensees in thenies and by all other parties including
department stores under ground leases and recigasament agreements and tenants under leaseg-aftdnding stores. In this connection,
Agent shall calculate all amounts due to Owner feuh tenants, licensees and other parties, imgjuatinual or periodic adjustments where
applicable, and shall, when appropriate, submiestants or invoices to such tenants, licenseegaritks. Agent shall deposit
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the same promptly in the bank named on ExhibittAcited hereto (the "Bank") in an account withle titcluding a distinctive portion of
Agent's name and " " or such other designationvased may direct (the "Bank Account"), which accoshéll be used exclusively for such
funds. Owner's representative will be a signataralbbank accounts maintained by Agent. Agentlgiaf the operating expenses of the
Premises and any other payments relative to thmiBes as required by the terms of this Agreemenobihe Bank Account. All amounts
received by Agent for or on behalf of Owner shalland remain the property of Owner. Checks mayréem on the above-mentioned Bank
Account only for purposes authorized under thise®gnent. Copies of the monthly statements for each Bank Account shall be sent to
Owner. No funds of Agent or others shall be comig@dgvith funds in any such Bank Account. Owner thesright to control the types of
cash management accounts and dictate the spedfiffiegd accounts with respect to disbursement aamtbigement of funds.

(h) Serve notices of default upon tenants of sjpatiee Premises and other parties which are inutefaperforming obligations under their
leases, reciprocal easement agreements or othtegragnts, with copies sent simultaneously to Owaret,attempt to cause such defaults t
cured. Agent shall, subject to Owner's consent véfipect to any tenant who occupies more than Z08re feet, utilizing counsel
theretofore approved by Owner, institute all neagskegal action or proceedings for the collectddment or other income from the Premises,
or the ousting or dispossessing of tenants or gtbesons therefrom, and all other matters requigggl attention. Agent agrees to use its best
efforts to collect rent and other charges from tém&n a timely manner and to pursue Owner's legrakdies for nopayment of same. Own
reserves the right to designate or approve cowmskto control litigation of any character affegtior arising out of the operation of the
Premises and the settlement of such litigation.

(i) Bond Agent arid/or all of Agent's employees whay handle or be responsible for monies or prgpErOwner with a "comprehensive 3-
D" or "Commercial Blanket" bond, in an amount oD$1000.

()) Notify Owner immediately of any known fire, adent or other casualty, condemnation proceedirgggining or other governmental order,
lawsuit or threat thereof involving the Premisas] ¢he receipt of any notice of violations relatigehe leasing, use, repair and maintenance
of the Premises under governmental laws, rulesilagigns, ordinances or like provisions.

(k) If Owner so directs, make timely payment ofl iestate and personal property taxes and assesstaeistd or assessed against the Prer
or personal property used in connection therewdigent shall promptly furnish Owner with copies dfassessment notices and receipted tax
bills.

(1) Cooperate with Owner's national energy consemvaolicies, and submit energy consumption repfot the Premises as required in
accordance with Owner's program for property enexglits and review reports.

(m) Cooperate with Owner in attaining certain coge objectives, i.e., purchase and reporting ofigand services furnished or supplied by
minority groups.

(n) Promptly comply in all material respects withpgesent and future laws, ordinances, ordergs;ulegulations and requirements of all
Federal, state and local governments, courts, thapats, commissions, boards and offices, any naitimnlocal Board of Fire Underwriters
Insurance Services offices having jurisdictionany other body exercising functions similar to #o$ any of the foregoing which may be
applicable to the Premises or any part thereod tine leasing, use, repair, operation and managetmenreof, but only to the extent that such
compliance is reasonably
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capable of being carried out and complied with l;eAt and Agent has available the necessary furdsftr from collections or advances by
Owner. Agent shall give prompt notice to Owner o &nown violation or the receipt of notice of aiésl violation of such laws. As and wt
directed by Owner, Agent shall institute in its regrar in the name of Owner, using counsel seleoye@wner, appropriate actions or
proceedings to contest any such law, ordinance, ragulation, order, determination or requirement.

(o) Promote the Premises and participate as Owrggrtesentative in any Merchant's Associationsrom®@tional Organizations (collectively,
the "Promotional Organizations") established tapote the Premises, and in connection therewith J@npia a property level
reimbursement or tenant reimbursement) and dihecattivities of a marketing director for the Preasi

(p) Consent to and approve tenant alteration wotkiastallations which are performed by tenantspafce in the Premises and are provided
for in the leases of such tenants. Agent is autkdrio approve tenant alteration work and insialtatnot provided for in leases if (i) such
alteration work and installations are made soléha expense of the tenant, and (ii) such alematiork and installations do not affect the
structural integrity of any building and (jii) sueliteration work and installations are consisteith whe overall leasing plan for the Premises
and do not interfere with any other tenant's ush@Premises.

(q) Provide, upon Owner's request and in accordasittethe provisions of section 7 and section &rlffiibit A, general contracting and
construction management services ("Developmenti&es}) and consultation to Owner for the Premisbgkwshall include, without

limitation, the management, supervision and adrtratisn of, and provisions for services for the noyement, expansion (and in the event of
damage Or condemnation, the reconstruction thecddfe Premises, including advice, expertise amqgpert of Agent provided and/or
retained and/or coordinated by home office anditsmpersonnel including, without limitation, exeivat personnel, design and engineering
personnel, clerical personnel, legal and accourg@rgonnel. Such personnel will perform consultatiad various functions involved with
Development Services including, without limitatidhe following: design, planning, architecturahgeaeering, acquisition and negotiation,
negotiations with department stores for site adtjoisand operation in the Premises; permits acehises; pre-opening advertising and
publicity; market research; site work; negotiatiavith public authorities, public hearings; projezanagement and all other activities
necessary to accomplish the improvement, expamsioeconstruction of the Premises.

(r) If Owner so directs, pay when due (i) all dsbtvice and other amounts due under any mortgabiet wncumber the Premises or any part
thereof, and give Owner notice of the making ofhegayment, and (ii) all rent and other charges pkyander any ground lease of land
included in the Premises under which Owner is ¢imant.

(s) Cause the requirements on the part of Owneenaltlsuch mortgages and ground leases, all leadsgmace in the Premises, all ground
leases and reciprocal easement agreements withtioheymd stores and all other agreements affectinglating to the Premises which are
known or made known to Agent, including, withouniliation, the furnishing of all services and uigg called for therein, to be carried out
complied with in all material respects, but onlythie extent that such requirements are at thersasonably capable of being carried out by
Agent and complied with and Agent has availablenbeessary funds therefor from collections or adearby Owner. Agent shall notify
Owner promptly of any default under any such magéggdease, ground lease, reciprocal easement er aftleement on the part of Owner,
tenant or other party thereto, of which Agent beesraware.

(t) Use its reasonable efforts to require compkawith the requirements of leases of
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space in the Premises, ground leases, reciprosairesmt agreements and all other agreements affewtirelating to the Premises which are
known or made known to Agent on the part of tenadgpartment stores and other parties thereto @afiodoe compliance with the rules and
regulations, sign criteria and like standards figr Premises adopted by Owner from time to time.

(u) Cause Owner to be furnished with an execut@y ob each lease, lease renewal, lease amendreevitescontract and other agreement
entered into on or after the date of this Agreenireobnnection with the operation, management andihg of the Premises, and use
reasonable efforts to secure from tenants andesatdireciprocal easement agreements, and fuimiSlwher, any certificates of insurance,
and renewals thereof, required to be furnishechbytérms of their leases or agreements.

(v) Inspect the Premises periodically and subngbres of findings and recommendations to Owner tvisigall include, without limitation,
recommendations as to required repairs, replacenoemhaintenance.

(w) Erect barriers or chains for the purpose otklog access to the common areas of and buildmgjaded in the Premises as local law may
require, or, directed in writing by Owner, in orderavoid the dedication of the same for public aise furnish appropriate evidence of same
to Owner. Agent shall give any advance notice efdhection of such barriers or chains which mayeloired under reciprocal easement
agreements or ground leases with department stores.

(x) Use its reasonable efforts to obtain from tegsah the Premises and department stores whichaaties to reciprocal easement agreements
or ground leases waivers of their insurers' rigiitsubrogation in respect to policies of fire amteaded coverage and other property damage
insurance carried by them in favor of Owner, Agamd any department store or tenant for which Ovusebligated to attempt to obtain such
waivers under a ground lease, reciprocal easengee¢iment or space lease.

(y) Provide and prepare standard quarterly statésvaard other required reports to be submitted by&wo its lenders.

(z) Perform its duties in the renting, managemepération and maintenance of the Premises appprndent and reasonable business
practices, using reasonable care and diligencariyiag out its responsibilities under this Agreeme\gent shall maintain those portions of
the common areas of the Premises which are Owolaitgation to maintain in a clean and attractivstfclass condition, use reasonable
efforts to enforce the provisions of applicableskesss ground leases and reciprocal easement agresesoeass to cause tenants and department
stores to maintain their premises and common aife@sy, in similar condition, arrange for necegssecurity for the Premises and their
common areas and arrange for cleaning and snowvarfar the parking areas and roadways of the FresniAgent shall recommend to
Owner from time to time such procedures with respethe Premises as Agent may deem advisablédombre efficient and economic
management and operation thereof.

Owner recognizes and understands that Environm8etaices (as hereinafter defined) are not actiwrservices that Agent is required to
perform under this Agreement and Owner further gaces and understands that Agent is not a coméwdtea contractor that performs
Environmental Services. Upon Owners request, Aggrges to obtain and coordinate for and on belfi@imer, such Environmental
Services that Owner may request or require. Owimali eeimburse Agent for its administrative cost€onnection with the coordination of
such Environmental Services. In addition, Ownetlskanburse Agent for the costs of outside proif@sals retained to perform
Environmental Services.

Environmental Services is defined
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to be those acts or actions involving the presemse, exposure, removal, restoration, or introdunctif Hazardous Materials (as hereinafter
defined) and the investigation of and compliancénwany and all applicable rules, laws, or regutatiof local state or federal authorities
which apply or regulate Hazardous Materials. HagasdVaterials means any. hazardous, radioactitexar substance, material or waste
listed in the United States Department of Trangtmm Hazardous Materials Table; or by the Envirental Protective Agency as hazardous
substances; or such substances, material and whitie are or become regulated under applicabld,lstate or federal law including
materials which are petroleum products, asbestdgciplorinated biphenyls, or designated as hazardobstances under the Clean Water
or defined as hazardous waste under the Resourmse@@tion and Recovery Act; or defined as hazaxdobstances under the
Comprehensive Environmental Response, Compensatidhiability Act.

(aa) Agent agrees that, unless specifically agteén writing by the Owner, all contracts execubgd3rd party vendors, suppliers, contract
etc. will have a provision whereby said vendor,@igp or contractor indemnifies Owner for the verigiosupplier's, or contractor's negliger

2.2 Agent agrees to render monthly, quarterly anmdial reports relating to the management and dparat the Premises for the preceding
calendar month, quarter and year, as the case eyantor before the fifteenth

(15th) day of the month following the end of thentig quarter or year, as the case may be, in fatisfactory to Owner in accordance with
Exhibit B. At Owner's request, Agent shall updater@r's Argus reports up to twice per year. Agealldrave the option to provide any and
all such reports electronically. Agent agrees @aner shall have the right to require the trangfe@@wner at any time of any funds in the
Bank Account considered by Owner to be in excesmaimount reasonably required by Agent for dislaent purposes in connection with
the Premises. Agent agrees to keep records wiglece$o the management and operation of the Prerasprescribed by Owner, and to re
those records for periods specified by Owner, lttm exceed a period of the greater of two (2yyadter the expiration or earlier
termination of this Agreement or any applicableigebthat is required by law for the retention o€lsuecords. Owner shall have the right to
inspect such records and audit the reports reqbiyetiis Section during business hours for thedif¢his Agreement and thereafter during the
period such records are to be retained pursuahtg@ection. In addition, Agent agrees that sedords may be examined from time to time
during the period by said regulatory authoritiegihg jurisdiction over Owner.

2.3 Agent shall ensure such control over accourgimdfinancial transactions as is reasonably reduiv protect Owner's assets from loss or
diminution.

2.4 Agent shall establish and prepare, or as oikerauthorized by Owner, operating and capital oupment budgets for the promotion,
operation, repair and maintenance of the Premiesaich calendar year (Annual Budget) with the ptioa of the Annual Budget for 2002
that has been delivered to Agent and Agent shakkto in the performance of its duties under Algieeement. Preliminary and final budg
will be due 120 and 75 days, respectively, priocdmmencement of the calendar year to which thieyereexcept for the first year of this
Agreement, when preliminary budgets will be delactto Owner by November ~ and final budgets wildeévered to Owner by December
1st. Such budgets shall be prepared on both analdwaisis and a cash basis showing a month-by-npwojection of income and expenses
and capital expenditures and contain all necessgyporting data, including bids for capital iteifSsch budgets shall be subject to Owner's
approval.

(a) Agent shall meet, at Agent's expense, with Gwahéhe Premises or Owner's office, not less feegy than semi-annually, to review the
operations of the Premises, to review and, if appate, revise in light of actual experience theraping and capital improvement budgets
theretofore
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approved by Owner as hereinafter provided and nsider other matters which Owner may raise. Orsioh meetings each year (the
"Budget Meeting") shall be held before the closéhefthen current calendar year for the purposewiéwing and approving the operating
capital improvement budgets for the ensuing calepdar.

(b) Upon approval of the operating budget by Owaad unless and until revoked or revised by OwAgent shall have the right, without
further consent or approval by Owner to incur aag fhe operating expenses set forth in the appropedating budget.

(c) At the request of Owner from time to time Agehall prepare and submit to Owner (i) operatirgjgmtions for the Premises for the
ensuing five (5) years, such projections to be n@ade year-by-year basis and to be based on Admitgudgment as to the future, taking
into consideration known circumstances and circamsts Agent can reasonably anticipate are liketctur, and (ii) a schedule in
reasonable detail of capital improvements, repaisreplacements not provided or in the currenitalamprovement budget which Agent
reasonably anticipates will be required or sho@drade in the foreseeable future, with Agent'siopias to the relative priority and cost of
each thereof.

2.5 Agent shall bear the full cost and expensesried by its home office or regional office persehin connection with their travel to the
Premises to the extent such travel is requiredhbyAigent for the normal supervision of the manageraad leasing of the Premises.

2.6 Agent agrees to use all reasonable effortave the Premises rented to desirable tenantsfagatisy to Owner, considering the nature of
the Premises, and in connection therewith:

(a) Negotiate, as the exclusive agent of Ownetealies and renewals of leases at the approgriageit being understood that all inquiries to
Owner with respect to leasing any portion of therfises shall be referred to Agent. All leases,wat®and amendments for lease terms in
excess of ninety (90) days must be prepared inrdance with Exhibit C by Agent in accordance wiik Annual Budget and be submitted to
Owner's representative for execution by Owner. Ageauthorized to negotiate and execute leasdsladise terms of one (1) year or less
(temporary tenant leases). If Agent shall haveeoeive a prospective tenant reference from a ptppérer than the Premises in which Agent
or any subsidiary or affiliate thereof has a basiefiinterest or which Agent or any subsidiary fitliate thereof manages (other than a
property managed by Agent for Owner), Agent shadhgptly declare its potential conflict of interéstOwner and Owner shall determine if
negotiations with such prospective tenant shallfertaken by Agent, Owner or a third party appddwe Owner. ~gent also is authorized to
negotiate and execute on Owner's behalf lease ameatd which change a tenant's commencement daitlpy(60) days or less.
Notwithstanding the foregoing, Owner acknowleddes the actual negotiation and drafting of leaskleas-related documentation shall be
performed by Owner's outside counsel, at Owneksaust and expense.

(b) Owner acknowledges and understands that Aganages properties for third parties, including préips that may be owned by affiliates
of Agent or owned by persons, that also own Agéminer further acknowledges and understands thahtAgetinely and customarily
negotiates tenant leases for multiple locationslivimg two or more properties (one or more of whichy be the Premises and one or more of
which may be properties owned by others). Agentlaots such multiple location negotiations in goaithf for the benefit and interests of
Owner and other property owners. Agent shall biledtto assume that such leasing practices areap@ and acceptable to Owner, unless
and until Owner specifically disapproves the pctind so notifies Agent.

(c) With Owner's prior approval, advertise the Pissr® or portions thereof for rent, by means ofquicals, signs, plans, brochures and other
means appropriate to the Premises.
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(d) In no event shall Agent engage or utilize teer/iges of an outside broker in connection with Erase without Owner's prior written
consent. In any case in which Owner requests'vasgsuch consent, Agent shall cause such brolentés into a written agreement with
Owner, on terms reasonably satisfactory to Ownéh respect to such broker's commission and Owinalt be responsible for the paymen
such commission if earned pursuant to the ternssiof agreement.

2.7 Agent agrees, for itself and all persons rethior employed by Agent in performing its servidesiold in confidence and not to use or
disclose to others any confidential or proprietafgrmation of Owner heretofore or hereafter diseld to Agent and identified in writing by
Owner as confidential or proprietary, includingt bot limited to, any financial data, informatiotaps, programs, processes, costs, operation:
or tenants which may come within the knowledge gé#t in the performance of, or as a result ofsétvices, except where required by
judicial or administrative order, or where Owneegifically authorizes Agent to disclose any of thegoing to others or such disclosi
reasonably results from the performance of Agehites hereunder.

2.8 If at any time there shall be insufficient fgralzailable to Agent from collections to pay anjigdiions of Owner required to be paid un
this Agreement, Agent shall promptly notify OwnadaAgent shall not be obligated to pay such obiliget unless Owner furnishes Agent
with funds therefor.

2.9 General Growth Marketing Services ("GGMS")uaincorporated division of Agent, will direct, umd&gent's supervision, the marketing
and promotional activities for the Premises, inolgdhose set forth in Section

2.1(0). Agent shall cause GGMS to continue to pievsuch services to the Premises during the tefitigsoAgreement. Incident to such
services, GGMS recommends appropriate staffindgféztively market the Premises and manages thelo@vent and execution of the
property and marketing plan for the Premises. Ovag&nowledges that GGMS may retain, for these sesyi$35,000.00 per year, payable in
equal monthly installments of $2,916.67 per mo@ttwner additionally acknowledges that GGMS or CeAidvertising Agency, an
unincorporated division of Agent, may retain thetomary trade discounts or rebates incident todtdracting for advertising for the
Promotional Organizations, the cost of which adserg is borne by the Promotional Organizationsrébtwer, Owner agrees that Agent or
GGMS shall additionally be entitled to receive tee set forth in Exhibit A attached hereto forsésvices incident to contracting and
managing revenue-producing transactions, contrantsllary programs, events and activities.

2.10 Except as otherwise provided in this Agreemi&gént assumes no responsibility under this Agesgrmther than to render the services
called for hereunder in good faith and in accoréanith the standards required under this Agreement.

2.11 Owner recognizes and understands that Se&eitjices (as hereinafter defined) Are not actmmservices that Agent is required to
perform under this Agreement and Owner further geces and. understands that Agent is not a cargudt a contractor that performs
Security Services. Upon Owner's request, Agentesgtie obtain and coordinate for and on behalf oh@wsuch Security Services that Ow
may request or require in accordance with the AhBudget and Agent shall be responsible for sugémiand enforcement of any such
contract. Owner shall reimburse Agent for the co$isrofessionals should they be retained to perfSecurity Services. Security Services is
defined to be those acts or actions involving thalysis of the existing security operations, inahgcthat of staffing levels, training,
equipment procurement and use; recommendationsdiaggroposed staffing levels, training and equépirincluding recommendation,
selection and procurement of third party or prdprig security vendors, and coordination and ongaithiginistration and monitoring of such
third party or proprietary security vendors.
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ARTICLE 111
OWNER'S AGREEMENTS

3.1. Owner, at its option, may pay directly alldaxspecial assessments, ground rents, insuragiceuons and mortgage payments. If Owner
makes such election, Agent shall advise Ownerefiile dates of such taxes assessments, insuramriprs and mortgage payments.
Otherwise, Agent shall make such payments prongatlgis to avoid late fees, penalties or other clsarge

3.2 At Owner's option, Owner shall self-insure arrg insurance upon the Premises and shall loadystd such insurance for indemnity
against any loss or damage to the Premises, ettt extent provided in Section 3.3 of this Agneat. Owner shall obtain waivers of
subrogation against the Agent under all such pdidDwner shall provide and maintain at Owner's sost and expense commercial general
liability insurance, including bodily injury, cortctual liability (with respect to the indemnity setth in Section 3.3 hereof) and broad form
property damage liability, in connection with therership, use and occupancy of the Premises, iartt@int of not less that $100,000,000.
Agent shall be named in the commercial generalliipipolicies as an additional insured, with atregive endorsement, which means Agent
is an additional insured with respect to the lanaispecified in this Agreement only.

3.3 Except as herein expressly provided, Owneresgi@ indemnify and save harmless Agent and itseebbéders, directors, officers and
employees from and against all claims, losses iabdities resulting from: (I) damage to propertyiojury to, or death of, persons from any
cause whatsoever when Agent's intent is as toiogrout the provisions of this Agreement or actimgler the direction of Owner in or about
the Premises (ii) claims for personal injury, irdihg but not limited to defamation and false arredten Agent IS carrying out the provisions
of this Agreement or acting under the directioi®einer, and (iii) claims occasioned by or in conim@ttvith or arising out of acts or
omissions, other than criminal acts, of the AgehéwAgent's intent is as to carrying out the piiovis of this Agreement or acting under the
direction of Owner and to defend or cause to bemti#d, at no expense to Agent or such personglainy, action or proceeding brought
against Agent or such persons or Agent and Owaiat]y or severally, arising out of the foregoiramd to hold Agent and such persons
harmless from any judgments loss or settlementoount thereof.

Notwithstanding the foregoing, Owner shall not esponsible for indemnifying or defending Agent @&wknt agrees to indemnify and s¢
harmless Owner and its shareholders, directorgenff and employees, from and against claims, $oasd liabilities resulting from (i) any
acts or omissions that constitute gross negligamegzonduct or fraud on the part of Agent, its emgpkes or contractors, (ii) any acts or
omissions that are outside the scope of Agenttlsoaty or responsibility under this Agreements &iiigithe default by Agent under this
Agreement (collectively, clauses (i), (ii) and)(@re hereinafter referred to as "Agent Indemfifion Events").

Notwithstanding the foregoing, Agent shall not bsponsible for indemnifying or defending Owneréspect of any matter, claim or liabili
which is covered by any commercial general liapilitsurance policies carried by Owner and undectitigent is named as an additional
insured unless such matter, claim or liability @sirom Agent IndemnificatiOn Events. In the eveinsuch Agent Indemnification Events,
Agent shall indemnify and defend Owner as providiedve and shall look to Agent's own insurance Qwher's policy of insurance in which
Agent is named as an additional insured, as theguyi insurance with respect to such acts of Agetitout right of contribution from Owne:
insurance except to the extent Owner has beenikotit+Y negligent. The indemnification obligatioosOwner and Agent under this Sect
3.3 shall in each case be conditioned upon (a) ptom
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notice from the other party after such party learinany claim or basis therefor which is coveredsbgh indemnity, (b) such party's not tak
any steps which would bar Owner or Agent, as tise caay be, from obtaining recovery under applicatgarance policies or would
prejudice the defense of the claim in question, @hduch party's taking of all necessary stepkviinot taken would result in Owner or
Agent, as the case may be, being barred from abtamecovery under applicable insurance policiewould prejudice the defense of the
claim in question. The provisions of this SectioB $hall survive the expiration or termination listAgreement. Owner's liability under this
Section 3.3 shall in no event exceed the amouintsofrance available to Owner with respect to siadhility.

3.4 Owner shall provide such office space on tlearitses as may be necessary for Agent to properfgrpeits functions under this
Agreement. Agent shall not be required to pay fdities, telephone service or rent for the offax@a on the Premises occupied by Agent.
Agent shall have the right to use the fixturesnire, furnishings and equipment, if any, which #re property of Owner in said office spe
Owner shall also provide space' on the Premisessfieras community rooms and information and seacgers where the use of such space
is determined by Owner to be in the best interétt@Premises- All income derived from the utitiva and/or operation of such community
rooms and/or information or service centers shelibig to the Owner and all expenses relating thesieall be borne by Owner.

3.5 Owner agrees, at its own cost and expenseotade Agent with the information in its possessiegarding the rent rolls, and lease
profiles of all tenants of the Property, includimgtparcel tenants and department store tenanth. [8ofile will include, but not be limited to
information regarding rent, charges, key businessg such as termination rights, exclusives, abatésnrelocation rights, kiosk restrictions,
options to extend, rights of first refusal, recaptrights, cotenancy and operating covenants. Upogipt of the information, Agent will veri
the accuracy of the billing and lease profiles mften-anchor tenants selected by Owner. If suctficagion results in a finding that such
information is incorrect in any material matter, @w will engage a third party to review and remorthe billing of all existing tenants. If
such information is not provided to Agent within @8ys of the effective date of this Agreement, Ageay, at its option: (i) without any
liability to Agent, rely on the billing methodologysed by the Owner and/or previous Agent for Owage(iji) retain, at Owner's cost, outside
personnel and/or firms to provide said informatio\gent, and Agent may rely upon said informatienf it were provided by Owner.

3.6 Except as otherwise provided in this Agreemeveerything done by Agent in the performance obliigations under this Agreement and
all expenses incurred pursuant hereto shall barfdron behalf of Owner and for its account. Exeepdtherwise provided herein, all debts
and liabilities incurred to third parties in thedorary course of business of managing the Prenaigeand shall be obligations of Owner, and
Agent shall not be liable for any such obligatitaysreason of its management, supervision or operati the Premises for Owner.

ARTICLE IV
COMPENSATION

4.1 In addition to any other compensation provittele paid to Agent under this Agreement, Ownee@glto pay to Agent as compensation
for its management services hereunder, a fee aatbespecified in paragraph 5 of Exhibit A attatthereto. Said fee shall be payable mor
in arrears, on the 10th day of each calendar mamith shall be based on receipts from the preceditendar month. Agent shall-withdraw
said fee from the Bank Account and shall accounsémne as provided for in Section 2.2 hereof. linderstood that there shall be excluded
there from (i) fire loss proceeds, (ii) capital impements, remodeling and tenant change costa¢iimgj any overhead factor payable by
Tenants), (iii) amortization for tenant work, (s@curity deposits, and (v) all utility and servaterges
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and payments not included in the basic rent, recefkom tenants.

4.2 In recognition that Agent, through its Purchgsbervices division acquires furniture and ottespnal property for the benefit of Owner
on attractive terms and/or pricing, Owner agregsayp Manager a fee equal to the lesser of oneslidiife savings achieved and five percent
(5%) of the costs of such furniture and personaperty (excluding supplies and equipment used pilynia the common areas of the
Premises) acquired for the Owner, excluding taliesnses, shipping and parking charges.

4.3 For leases secured pursuant to Section' 2@ntighall be entitled to fees and commissions peavin Exhibit A, section 6.

4.4 Agent will utilize electronic data processirgiadetermines appropriate or necessary in pregani issuing reports required by this
Agreement. Nothing contained in this Agreementldimlconstrued as obligating Owner without its e@ggrconsent to reimburse Agent for
cost of electronic data processing reports or sesvi) if such reports or services are required\ggnt to fulfill any of its obligations under
this Agreement or to furnish to Owner in a timedghion any reports provided for herein, or (iilAdent utilizes data processing facilities or
services in performing its obligations under thigrédement.

Notwithstanding the foregoing, Owner acknowleddes Agent currently uses MRI DOS for its accountiegds and will be “migrating to .
Edwards Suite of Accounting Products. Any uniquiveare required by Owner to be used at Agent's hoffiee shall be reimbursed by
Owner to Agent. In addition, Owner agrees to reirsblAgent for the cost of any computer equipmedtsoftware residing at the Premises
which is necessary to administer, maintain and canioate data which is required by Owner and Manaijethe termination of this
Agreement, such equipment and software will renttaénproperty of Owner.

The following expenses or costs incurred by or ehatf of Agent in connection with the managemert l@asing of the Premises shall be the
sole cost and expense of Agent and shall not bebrgisable by Owner:

(a) cost of gross salary and wages, payroll tarssyance, worker's compensation, pension beraafiisany other fringe benefits and fringe
benefits-related costs of Agent's personnel exseh cost pertaining to personnel employed by Ageatcordance with Paragraph 2.1(b)
hereof;

(b) general accounting and reporting servicesuel services are considered to be within the redsderscope of Agent's responsibility to
Owner;

(c) costs of forms, stationery, ledgers and othepbes and equipment used in Agent's home offiaegional home office;
(d) cost or pro rata cost of Agent's standard edeat data processing equipment located at Aglaotise or regional offices;

(e) cost or prorata cost of electronic data prangs$or data processing provided by computer seregompanies when provided in lieu of
item (d) above;

(f) cost of all related expenses, compensatiorgabonuses, fringe and fringelated costs by Agent to Agent's employees, exaiggi cost
pertaining to employees employed by. Agent in atance with Paragraph 2.1(b) hereof;
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(9) cost attributable to losses arising from criahiacts or from gross negligence or fraud on thiegfaAgent's associates or employees;

(h) cost for meals, travel and hotel accommodatfoné&gent's home office or regional office persehwho travel to and from the Premises
or Owner's office, except as provided in Sectidn 2.

() cost of automobile purchase and/or rental, pkddurnished or approved by Owner;

(j) except as otherwise provided in Exhibit A altad hereto, expenses incurred in connection wehehsing of the Premises, it is being
understood and agreed, however, that Agent shaibeursed for advertising expenses incurred imeation with the leasing of the
Premises up to the amount approved in the AnnudfBt and

(k) fees and expenses of consultants and courts@ed without Owner's prior approval.

ARTICLE V
DURATION, TERMINATION, DEFAULT

5.1 This agreement shall become effective on tie lereof, subject to receipt of approval by Ovenlender.

5.2 Subject to earlier termination-as hereinaftenvjaled, this Agreement shall terminate on the frsiversary of the date hereof (the "Initial
Term"). At the conclusion of the Initial Term, tiAgreement shall be automatically renewed on a-t@gear basis (subject to the terminal
rights provided in this Agreement) unless eithetypgives notice to the other of its election rmténew the term of this Agreement for the
next and succeeding annual periods. Such notiterimination must be given to the other party astlsaxty (60) days (in the case of a
termination by Owner) or one hundred eighty (188)s(in the case of a termination by Agent) priottte expiration of the then-current term
of this Agreement. In addition, Owner may terminiis Agreement at any time upon sixty (60) daysrparitten notice and the Agent may
terminate this. Agreement at any time upon nin86) gays prior written notice.

5.3 AGENT DEFAULT; OWNER TERMINATION: It shall beraEvent of Default under this Agreement on the pakgent if Agent shall
default in any material respect in performing ahjtoobligations under this Agreement and sucladifshall not be cured within 30 days
after written notice thereof is given by Owner tgeht (or, if the default in question is curable Isudf such nature that it cannot reasonabl
completely cured within such 30-day period, if Agdoes not promptly after receiving such notice nwnce to cure such default and
thereafter proceed with reasonable diligence toptetra the curing thereof). If an Event of DefawitAgent shall occur, Owner shall have the
right to terminate this Agreement by written notiieen to Agent, and upon the giving of such notlie Agreement and the term hereof s
terminate without any obligation on the part of Gwip make any payments to Agent hereunder excepe@inafter provided.

5.3 (a) If at any time during the term of this Agmgent any involuntary petition in bankruptcy or é&nproceeding shall be filed against
Agent seeking its reorganization, liquidation opaiptment of a receiver, trustee or liquidatorifar for all or substantially all of its assets,
and such petition shall not be dismissed withird@@s after the filing thereof, or if Agent shall:
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(i) apply for or consent in writing to the appoirgnt of a receiver, trustee or liquidator of alkobstantially all of its assets;

(ii) file a voluntary petition in bankruptcy or adnm writing its inability to pay its debts as thbecome due;

(iii) make a general assignment for the benefitreflitors;

(iv) file a petition or an answer seeking reorgatian or an arrangement with creditors or take athge of any insolvency law; or

(v) file an answer admitting the material allegati®f a petition filed against it in any bankruptogorganization or insolvency proceedings;

(vi) itself or one of its agents or employees skaljage in any fraud, gross negligence or willfidaonduct in the performance of the Agent's
duties under this Agreement,

then upon the occurrence of any of the above destrevents, Owner, at its option, may terminate Algreement by written notice given to
Agent, and upon the giving of such notice this Agnent and the term hereof shall terminate withaytabligation on the part of Owner to
make any payments to Agent hereunder except ambéez provided.

5.3 (b) Owner shall have the additional right tortimate this Agreement on at least 10 days' writtgtice to Agent if (a) except as otherwise
provided in Article VI Agent, without Owner's priarritten consent, shall assign or attempt to assggrights or obligations under this
Agreement or subcontract (except for normal seragreements or as otherwise specified in this Agess) any of the services to be
performed by Agent' hereunder or

(b) the premises shall be damaged or destroydtktextent of 25% or more by fire or other casuaitg Owner elects not to restore or repair
the premises, or (c) there shall be a condemnatiaieed in lieu thereof of 10% or more of the pisssi

5.3 (c) This Agreement shall terminate at the @eobf the Owner upon thirty (30) days written ©etio the Agent if the Premises are sold by
the Owner to a non-affiliated third party purchaseautomatically if the Premises were acquiredh®yOwner on foreclosure of a mortgage
and are subsequently redeemed. In the event theiga®are sold by the Owner to a non-affiliateddtpiarty purchaser and this agreement is
‘not thereby terminated by the Owner, the Agentl $tzve the right to terminate this Agreement upixty (60) days prior written notice

which notice must be given within (90) days after tdate such sale is consummated. If the Premisesol, Agent will not be entitled to any
sales commission unless the Agent has been rethingge Owner pursuant to a separate commissiamgement.

5.4 OWNER DEFAULT; AGENT TERMINATION: It shall beraEvent of Default under this Agreement on the pa@wner if Owner shall
default in any material respect in performing ahitoobligations under this Agreement and suctadifshall not be cured within 30 days
after written notice thereof is given by Agent tar@er (or, if the default in question is curable [subf such nature that it cannot reasonabl
completely cured within such 30-day period, if Owdees not promptly after receiving such notice ownce to cure such default and
thereafter proceed with reasonable diligence topgetra the curing thereof). If an Event of Defawlt@wner shall occur, Agent shall have the
right to terminate this Agreement by written notggeen to Owner, and upon the giving of such notite Agreement and the term hereof
shall terminate and Owner shall remain obligatechéde the payments to Agent hereunder as providesiiction 5.9 hereof.
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5.4 (a) If at any time during the term of this Agmgent any involuntary petition in bankruptcy or é&nproceeding shall be filed against
Owner seeking its reorganization, liquidation op@iptment of a receiver, trustee or liquidatoritasr for all or substantially all of its assets,
and such petition shall not be dismissed withird@@s after the filing thereof, or if Owner shall:

(i) apply for or consent in writing to the appoirgnt of a receiver, trustee or liquidator of alkobstantially all of its assets; *

(ii) file a voluntary petition in bankruptcy or adnm writing its inability to pay its debts as thbecome due;

(iii) make a general assignment for the benefitreflitors;

(iv) file a petition or an answer seeking reorgatian or an arrangement with creditors or take athge of any insolvency law; or

(v) file an answer admitting the material allegati®f a petition filed against it in any bankruptogorganization or insolvency proceedings;
then, upon the occurrence of any such event Ageiits option, may terminate this Agreement by teritnotice given to Owner, and upon the
giving of such notice this Agreement and the teerebf shall terminate and Owner shall remain obdidéo make any accrued payments to
Agent hereunder as well as those provided in Se&tib.

5.4 (b) Agent shall have the additional right torimate this Agreement on at least sixty (60) dagiten notice to Owner if at any time
Owner assigns this Agreement and its rights andjatibns hereunder.

5.5 Upon any termination of this Agreement pursuarihe provisions of this Article V, Owner shadhnain obligated to pay to Agent fees
other amounts due to Agent hereunder which acqgptiedto the effective date of such terminationyadl as the severance costs paid by
Agent to all employees of Agent employed on atioile basis at the Premises who are not offeredséipo of comparable salary and
comparable duties by the successor agent of thriges; such severance costs in accordance withtAgrrstomary severance policy, but in
no event to exceed one week per year of servicehdi limiting the foregoing, Agent shall be ergdlto leasing commissions in accordance
with the terms of this Agreement on all transadioriginated during the Term (or any extensionemexval thereof) on documents signed by
any tenant and delivered to Owner within four (s after the effective date of expiration olieatermination of the Term, and then
subsequently signed by Owner. As evidence of titses originating during the Term, Agent shall sufto Owner, within twenty (20) days
after the effective date or earlier terminatiortte Term, a list containing names of only thoseEjpeprospective tenants from whom Agent
has, prior to the effective date of expiration arlier termination of the Term, received writtendance of interest for space, or whom Agent
has shown space at the Premises. Nothing contairtbis Section 5.5 shall be deemed to waive, affeémpair (a) Owner's rights to seek
recourse against Agent for damages or other rigligfe event of the termination of this AgreemepQwner pursuant to Section 5.3 hereof,
and (b) Agent's right to seek recourse against @¥analamages or other relief in the event of grenination of this Agreement by Agent
pursuant to Section 5.4 hereof.

5.6 Upon the expiration or earlier terminationlistAgreement, Agent shall forthwith surrender detiver to Owner any space in the
Premises occupied by Agent and shall make delit@@wner or to Owner's designee or agent, at Agéotne or regional offices or at its
offices at the Premises, of the following:
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(a) a final accounting, reflecting the balancenzfome from and expenses of the Premises as aateeflexpiration or termination of this
Agreement;

(b) any funds of Owner or tenant security or adeamnt deposits, or both, held by Agent with respethe Premises; and

(c) all records, contracts, leases, ground leaseirocal easement agreements, receipts for dspaapaid bills, lease summaries, canceled
checks, bank statements, paid bills and all otheonds, papers and documents and any microfilnoaigdmputer disk of any of the'
foregoing which relate to the Premises and theaijmer, maintenance, management and leasing th@reb$pecifically excluding any
proprietary software of Agent); all such data, mfiation and documents being at all "times the ptgp# the Owner.

In addition, Agent shall furnish all such inforn@tiand take all such action as Owner shall readpmaduire to effectuate an orderly and
systematic termination of Agent's duties and ati¢isiunder this Agreement.

5.7 The provisions of this Article V shall survitlee expiration or termination of this Agreement.

ARTICLE VI
ASSIGNMENT

6.1 Except for a transfer to a "Permissible Tramesfg Agent shall not assign its rights or obligasi under this Agreement, either directly or
by a transfer of stock or voting control eitherwatirily or by operation of law. Any assignmentmmnsfer other than to a "Permissible
Transferee" shall constitute a breach of this Agreet by Agent and Owner may terminate this Agrednmeaccordance with Section 5.5. A
"Permissible Transferee" shall mean any corporapantnership, limited liability company, trustather entity, more than 50% of the
outstanding stock of which, or more than 50% irgene which, is owned or controlled by GGPLP L.L.GGP Limited Partnership, Bob
Michaels, John Bucksbaun, employees of Agent orcamybination thereof and (a) has a tangible netiwequal to or greater than thereof
Agent on the date of this Agreement and at the tifteansfer, (b) employs in comparable positiomsssantially all of the individuals on
whom Owner has relied directly or indirectly foetherformance of Agent's duties hereunder andag)rformation, management and
reporting systems and national contracts for threlmse of services and goods equal to or bettarttitse of Agent at the time of assignm

ARTICLE VII
MISCELLANEOUS

7.1 Owner's Representative ("Owners Representativiedse name and address are set forth in paragrapExhibit A attached hereto shall
be the duly authorized representative of OwnetHerpurpose of this Agreement. Agent shall be leqtito rely on the verbal or oral
instructions of Owner's Representative as the aiyhaf Owner until Agent is instructed in writires to any change in Owner's
Representative. Any statement, notice, recommendatequest, demand, consent of approval undeAtdrisement shall be in writing and
shall be deemed given by Owner when made or giyabvner's Representative or any officer of Ownet delivered personally to an offic
of Agent or mailed, addressed to Agent, at his esklfirst above set forth in Exhibit A attachedeher Either party may, by
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notice to the other, designate a different addi@sthe receipt of the aforementioned communicatiand Owner may, by notice to Agent,
from time to time, designate a different Owner'piRsentative to act as such. All communicationdeddiy one party to another shall be ¢
by first class mail, postage prepaid or Expresd Barvice or other commercial overnight deliverywsee, except that notices of default shall
be sent by registered or certified mail, returreigtrequested, postage prepaid, Express Mail & poii other commercial overnight delivery
service with receipt acknowledged in writing. Commimations so mailed shall be deemed given or seovethe date mailed. Notwithstanding
the foregoing, any notice, requests, consent, apfs@nd other communications, other than noti¢eefault or approvals of Annual Budge
and other communications, approvals or agreemehitshvare required by the express terms of otherigians of this Agreement to be in
writing, may be given by telegram, telephonic comioation or orally in person. Agent and Owner shathish to the other the names and
telephone numbers of one or more persons who casalobed at any time during the term of this Agreienin the event of an emergency.

7.2 Agent shall, at its own expense, qualify tdodsiness and obtain and maintain such licensesagbmrequired for the performance by
Agent of its services.

7.3 Each provision of this Agreement is intendetigceverable. If any term or provision hereofldbaldetermined by a court of competent
jurisdiction to be illegal or invalid for any reaswhatsoever, such provision shall be severed frosnAgreement and shall not affect -
validity of the remainder of this Agreement.

7.4 In the event either of the parties hereto shatltute any action or proceeding against theogarty relating to this Agreement, the
unsuccessful party in such action or proceeding sfienburse the successful party for its disbureeta incurred in connection therewith and
for its reasonable attorney's fees as fixed bycthat.

7.5 No consent or waiver, express or implied, llyegiparty hereto or of any breach of default ®/dther party in the performance by the
other of its obligations hereunder shall be valiess in writing, and no such consent or waivefl sfeadeemed or construed to be a consent
or waiver to or of any other breach or defaulthia performance by such other party of the samaywopther obligations of such party
hereunder. Failure on the part of either partyaimglain of any act or failure to act of the othartg or to declare the other party in default,
irrespective of how long such failure continueslkhot constitute a waiver by such party of ights hereunder. The granting of any consent
or approval in any one instance by or on beha®wher shall not be construed to waive or limit tieed for such consent in any other or
subsequent instance.

7.6 The venue of any action or proceeding brougldither party against the other arising out of thgreement shall, to the extent legally
permissible, be in the state in which the Prenésedocated.

7.7 This Agreement may not be changed or modifi@@ et by an agreement in writing executed by ed¢heoparties hereto. This Agreem:
constitutes all of the understandings and agreesrimitveen the parties in connection with the “agéecein created.

7.8 Intentionally Deleted.

7.9 This Agreement shall be binding upon and inartae benefit of the parties hereto and their iéech successors and assigns, but shall not
inure to the benefit of, or be enforceable by, ather person or entity.

7.10 Nothing contained in this Agreement shall bestrued as making Owner and Agent partners
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or joint venturers or as making either of suchipariiable for the debts or obligations of the otlexcept as in this Agreement is expressly
provided.

7.11 This Agreement and the rights of Agent hereustiall be subject and subordinate to the rigi@wher's mortgage lender and mezza
lender and upon the request of Owner, the Agerit shter into subordination agreement with Ownertetgage lender and mezzanine lender
containing such terms and conditions as are redjliyesuch lenders.

7.12 Agent shall offer employment on a provisidnasis to the five (5) employees of the current prgpmanage who are based at the
Premises effective on the date of this Agreemergutrstantially the same terms as they currentlyl@yeg.
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IN WITNESS WHEREOF, the parties have executedAlgieement as of the date first above written.

OWNER:
PARK PLAZA MALL, LLC, A Delaware limited liabilitycompany

By: PARK PLAZA 3, LLC, A Delaware limited liabilitcompany, it general manager

By: /s/ Anne Zahner

AGENT:
GENERAL GROWTH MANAGEMENT, INC.

By: /s/ Robert M chaels



Exhibit 23

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, 333-009533@3-63547 on Form S-3, No. 333-
90107 on Form S-8 and No. 333-88144 on Form SHiref Union Real Estate Equity and Mortgage Investta of our reports dated March
28, 2003, with respect to the combined balancetslodd-irst Union Real Estate Equity and Mortgageetments and First Union
Management, Inc. as of December 31, 2002 and 20@llthe related combined statements of operatitraseholders' equity, and cash flows
for the years then ended, and the related finastaé&ment schedule, which reports appear in tleember 31, 2002, annual report on Form
10-K of First Union Real Estate Equity and Mortgageestments.

/'s/ KPMG LLP

New Yor k, New Yor k
March 28, 2003



Exhibit 24
FIRST UNION REAL ESTATE EQUITY AND MORTGAGE INVESTM ENTS

ANNUAL REPORT ON FORM 10-K
FOR THE YEAR ENDED DECEMBER 31, 2002

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, 2002 (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, 2003.

/s/ Daniel J. Altobello

Daniel J. Altobello

/sl Bruce R Berkowtz

Bruce R Berkowitz

/sl Jeffrey B. Citrin

Jeffrey B. Citrin

/sl Talton R Enbry

Talton R Enbry



EXHIBIT 99.1
CERTIFICATION PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of First UniBeal Estate Equity and Mortgage Investments @waipany") on Form 10-K for the
annual period ended December 31, 2002, as filel thvé Securities and Exchange Commission on tretdatof (the "Report"), the
undersigned, in the capacities and on the datearteti below, hereby certifies pursuant to 18 U.S&&tion 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, tfigtthe Report fully complies with the requirerteenf Section 13(a) or 15(d) of the
Securities and Exchange Act of 1934; and (2) tfermnation contained in the Report fairly preseimsll material respects, the financial
condition and results of operations of the Company.

Date: March 31, 2003 /sl Neil H. Koenig

Nei | H. Koenig
Princi pal Executive Oficer

Date: March 31, 2003 /sl Neil H Koenig

Nei | H. Koenig
Interim Chief Financial Oficer

End of Filing
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