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FORWARD LOOKI NG STATEMENTS

Certain statements contained herein constitute forward-|ooking statenments
as such termis defined in Section 27A of the Securities Act of 1933, as anended
(the "Securities Act"), and Section 21E of the Securities Exchange Act of 1934,
as anmended (the "Exchange Act"). Forward-|ooking statenents are not guarantees
of performance. Qur future results, financial condition and business nmay differ
materially fromthose expressed in these forward-|ooking statements. You can
find many of these statements by |ooking for words such as "believes",
"expects", "anticipates", "estimates", "intends", "plans" or simlar expressions
in this annual report on Form 10-K. These forward-1ooking statenents are subject
to numerous assunptions, risks and uncertainties. Many of the factors that wll
determne these items are beyond our ability to control or predict. For further
di scussion of these factors, see "ltem 1. Business - Certain Factors That My



Adversely Affect the Conpany's Business and Operations" in this annual report on
Form 10- K.

For these statenents, we claimthe protection of the safe harbor for
forward-1 ooking statements contained in the Private Securities Litigation Reform
Act of 1995. You are cautioned not to place undue reliance on our
forward-| ooki ng statenents, which speak only as of the date of this annual
report on Form 10-K or the date of any docunment incorporated by reference. All
subsequent written and oral forward-I|ooking statements attributable to us or any
person acting on our behalf are expressly qualified in their entirety by the
cautionary statements contained or referred to in this section. W do not
undert ake any obligation to release publicly any revisions to our
forward-1ooking statements to reflect events or circunstances after the date of
this Form 10-K.
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PART |
I TEM 1. BUSI NESS
THE COVPANY

Vornado Realty Trust is a fully-integrated real estate investnent trust
("REIT"). Vornado conducts its business through Vornado Realty L.P., a Del aware
limted partnership (the "Operating Partnership"). Vornado is the sole general
partner of, and owned approximately 79% of the linmted partnership interest in,
the Operating Partnership at February 3, 2003. All references to the "Conpany"
and "Vornado" refer to Vornado Realty Trust and its consolidated subsidiaries,
including the Operating Partnership.

The Conpany currently owns directly or indirectly:
OFFI CE PROPERTI ES (" OFFI CE"):

(i) all or portions of 74 office properties aggregating
approxi mately 27.7 million square feet in the New York City metropolitan
area (primarily Manhattan) and in the Washington D.C. and Northern Virginia
ar ea;

RETAI L PROPERTIES ("RETAIL"):

(i) 62 retail properties in six states and Puerto Rico aggregating
approximately 12.5 mllion square feet, including 1.8 mllion square feet
built by tenants on land | eased fromthe Conpany;

MERCHANDI SE MART PROPERTI ES:

(iii) 8.6 mllion square feet of showoom and office space,
including the 3.4 million square foot Merchandise Mart in Chicago;

TEMPERATURE CONTROLLED LOG STI CS:

(iv) a 60%interest in the Vornado Crescent Portland Partnership
that owns 88 col d storage warehouses nationwide with an aggregate of
approxi mately 441.5 nmillion cubic feet of refrigerated space |eased to
Areri Col d Logi stics;

OTHER REAL ESTATE | NVESTMENTS:

(v) 33. 1% of the outstanding commobn stock of Al exander's, Inc.
(" Al exander's");

(vi) the Hotel Pennsylvania in New York City consisting of a hotel
portion containing 1.0 mllion square feet with 1,700 roons and a
comercial portion containing .4 mllion square feet of retail and office
space;

(vii) a 21. 7% interest in The Newkirk Master Limted Partnership
whi ch owns office, retail and industrial properties net |leased primarily to
credit rated tenants, and various debt interests in such properties;

(viii) eight dry warehouse/industrial properties in New Jersey
containing approximately 2.0 million square feet; and

(ix) other investments, including interests in other real estate,
mar ket abl e securities and | oans and notes receivable.
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OBJECTI VES AND STRATEGY

The Conpany's business objective is to maxim ze sharehol der value. The
Conpany intends to achieve its business objective by continuing to pursue its
invest ment phil osophy and executing its operating strategies through:



- Mai nt ai ning a superior team of operating and investment
prof essionals and an entrepreneurial spirit;

- Investing in properties in select markets, such as New York City
and Washington, D.C., where the Conpany believes there is high
i keli hood of capital appreciation;

- Acquiring quality properties at a discount to replacenment cost
and where there is a significant potential for higher rents;

- Investing in retail properties in select under-stored |ocations
such as the New York City nmetropolitan area;

- Investing in fully integrated operating conpani es that have a
significant real estate conmponent wi th qualified, experienced
operating nmanagenent and strong growth potential which can
benefit fromthe Conpany's access to efficient capital;

- Devel opi ng/ redevel opi ng the Conpany's existing properties to
increase returns and maxi m ze val ue; and

- On occasion, providing specialty financing to real estate
conpani es.

The Conpany expects to finance its growth, acquisitions and investnents
using internally generated funds, proceeds from possible asset sales and by
accessing the public and private capital markets.

2002 ACQUI SI TI ONS
CHARLES E. SM TH COMVERCI AL REALTY L. P.

On January 1, 2002, the Conpany conpl eted the conbination of Charles E.
Smith Commercial Realty L.P. ("CESCR') with Vornado. Prior to the conbination,
Vornado owned a 34%interest in CESCR The consideration for the renmining 66%
of CESCR was approximately $1, 600, 000,000, consisting of 15.6 million newy
i ssued Vornado Operating Partnership units and approximately $1 billion of
debt (66% of CESCR s total debt). The purchase price paid by the Conpany was
determi ned based on the wei ghted average closing price of the equity issued
to CESCR unitholders for the period beginning two business days before and
two business days after the date the acquisition was agreed to and announced
on COctober 19, 2001. The Conpany al so capitalized as part of the basis of the
assets acquired approxi mately $32, 000,000 for third party acquisition related
costs, including advisory, |egal and other professional fees that were
contenplated at the time of the acquisition. The operations of CESCR are
consolidated into the accounts of the Conpany begi nning January 1, 2002.

Prior to this date the Conpany accounted for its 34% interest on the equity
met hod. See page 82 for unaudited pro fornma financial information for the
year ended Decenber 31, 2001.

CRYSTAL GATEWAY ONE

On July 1, 2002, the Conpany acquired a 360,000 square foot office building
froma limted partnership, which was approxi mately 50% owned by M. Robert H.
Smith and M. Robert P. Kogod, trustees of the Conpany, and nenbers of their
famlies, in exchange for approximately 325,700 newy issued Vornado Operating
Partnership units (valued at $13,679,000) and the assunption of $58, 500,000 of
debt. The building is located in the Crystal City conplex in Arlington, Virginia
where the Conpany already owns 24 office buildings containing over 6.9 million
square feet, which it acquired on January 1, 2002, in connection with the
Conpany's acqui sition of CESCR The operations of Crystal Gateway One are
consolidated into the accounts of the Conpany fromthe date of acquisition.
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LAS CATALI NAS MALL

On Septenber 23, 2002, the Conpany increased its interest in the Las
Catalinas Mall located in Caguas, Puerto Rico (San Juan area) to 100% by
acquiring the 50% of the mall and 25% of the Kmart anchor store it did not
al ready own. The purchase price was $48, 000, 000, including $32,000, 000 of
i ndebt edness. The Las Catalinas Mall, which opened in 1997, contains 492, 000
square feet, including a 123,000 square foot Kmart and a 138,000 square foot
Sears owned by the tenant. Prior to Septenber 23, 2002, the Conpany accounted
for its investment on the equity method. Subsequent to this date the operations
of Las Catalinas are consolidated into the accounts of the Conpany.

MONMOUTH MALL

On Cctober 10, 2002, a joint venture in which the Conpany has a 50%
interest acquired the Monnmouth Mall, an encl osed super regional shopping
center located in Eatontown, New Jersey containing approximtely 1.5 million
square feet, including four departnent stores, three of which aggregating
731,000 square feet are owned by the tenants. The purchase price was
approxi mately $164, 700, 000, including transaction costs of $4,400,000. The
Conpany made a $7, 000, 000 common equity investment in the venture and
provided it with $23,500,000 of preferred equity yielding 14% The venture
financed the purchase of the Mall with $135, 000,000 of floating rate debt at
LIBOR plus 2.05% with a LIBOR floor of 2.50% on $35, 000,000, a three year
termand two one-year extension options. The Conpany accounts for its
investnment on the equity nmethod as the Conpany does not have unil ateral
control over the joint venture.



Further details of the Conpany's acquisition activities are disclosed in
Part I1. Managenent's Discussion and Anal ysis of Financial Condition and Results
of Operations.

DEVELOPMENT AND REDEVELOPMENT PROQJECTS

The following table sets forth certain information for
devel opnent/redevel opment projects: ($ in mllions)

Actual /
Esti nat ed
Conpl eti on
Dat e
COWPLETED | N 2002:
Ofice:
GreenPoint site adjacent to One Penn Plaza - redevel opnent of
28,000 square feet of retail space......... ... ... ... Spring 2002
175 Lexington Avenue - construction of a 45,000
square foot building containing approximtely 41,000 square
feet of |ow inconme residential housing exchanged for 163,728
square feet of air rights..... ... ... ... . ... . . . . . . . . Sumrer 2002

Ret ai | :
435 Seventh Avenue - denolition of existing buildings and the
construction of 43,000 square feet of retail space |leased to
Hennes & Mauritz. ... ... ... ... Fal | 2002
Mer chandi se Mart:
Wells Kinzie Garage - Chicago (50%interest) - 244,000 square foot
par ki ng garage (746 parking spaces) adjacent to 400 North
LaSal | . .o Spring 2002
O her:
Fort Lee, New Jersey (95% interest) - construction of a 41-story,
855, 000 square foot high rise rental apartnment conpl ex
containing 538 apartments. ... ... ...t Spring 2002

I N PROCESS:
Ofice:
New York City:
640 Fifth Avenue - construction of additional 47,000 square feet of

of fice space and redevel opnent of existing building............... Fal | 2003
CESCR:
Crystal City - construction of additional 57,000 square feet of
retail SpacCe. . ... .. Fal | 2004
Ret ai | :
4 Union Square South - redevel opnent of 230,000 square foot
bui | di ng of which 48,000 square feet is |eased to Wol e Foods
and 26,000 square feet is leased to Forever 21.................... Fal | 2003

Mer chandi se Mart:
400 North LaSalle, Chicago (85%interest) - construction of
378,000 square foot high rise rental apartment conplex
containing 453 apartMentS. .. ... ... Fal | 2003
O her:
Penn Pl aza Signage District - erection of up to 21 signs at various

locations in the Penn Plaza District......... ... . .o, Spring 2005

In addition to the projects noted above, the Conpany is in the process of
redevel oping fifteen of its shopping centers, seven of which include |ocations
previously | eased to Bradlees. The total cost of this redevel opnent program
which includes the denpolition of existing buildings, site work and tenant
inprovenments, is estimated to be approximately $40 nillion. The Conpany is also
in the pre-devel opnment phase of a number of projects including: (i) retail space
in the Penn Plaza area and at 715 Lexington Avenue, (ii) repositioning of the
Hot el Pennsylvania and (iii) expansions of the Green Acres and Monnouth malls.

There can be no assurance that the above projects will be commenced or will
be successful .

The capital requirenments of Al exander's and Tenperature Controlled
Logi stics are described in Item 2: Properties.
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The Conpany's Share of

Act ual / Costs Expended
Esti nat ed in Year Ended
Proj ect Decenber 31,
Cost 2002
$ 10. 6 $ 5.5
16.3 7.2
21.7 15.0
11.1 4.1
126.9 12.2
$ 186.6 $ 44.0
$ 60. 6 $ 16.8
42.0 2.2
46.0 2.4
77.3 37.6
28.0 2.4
$ 253.9 $ 61.4

Esti mat ed
Costs to
Conpl et e
$ 43.8
39.8
43.6
39.7
24.0
$ 190.9



VORNADO OPERATI NG COVPANY (" VORNADO OPERATI NG')

The Conpany and Vornado Operating are parties to certain agreenments
described bel ow.

AGREEMENT W TH VORNADO OPERATI NG

The Conpany and Vornado Operating are parties to an Agreenent pursuant to
whi ch, anmong other things, (i) the Conpany will under certain circunstances
of fer Vornado Operating an opportunity to becone the | essee of certain real
property owned now or in the future by the Conpany (under nutually satisfactory
|l ease terms) and (ii) Vornado Operating will not make any real estate investnent
or other REIT-Qualified investnent unless it first offers the Conpany the
opportunity to make such investnment and the Conpany has rejected that
opportunity.

Under the Agreenent, the Conpany provi des Vornado Operating with certain
adm ni strative, corporate, accounting, financial, insurance, |egal, tax, data
processing, human resources and operational services. For these services,
Vornado Operating conpensates the Conpany in an anpunt determned in good faith
by the Conpany as the anpunt an unaffiliated third party woul d charge Vornado
Operating for conparable services and rei nburses the Conpany for certain costs
incurred and paid to third parties on behalf of Vornado Operating. Pursuant to
the Agreenent, conpensation for such services was approximtely $330, 000,
$371, 000, and $330, 000 for the years ended December 31, 2002, 2001, and 2000.

Vornado Operating and the Conpany each have the right to term nate the
Agreement if the other party is in material default of the Agreement or upon 90
days witten notice to the other party at any tinme after Decenmber 31, 2003. In
addition, the Conpany has the right to term nate the Agreenent upon a change in
control of Vornado Operating.

VORNADO OPERATI NG S MANAGEMENT

Messrs. Roth, Fascitelli, West and Wght are directors of Vornado
Operating. M. Roth is also Chairman of the Board and Chief Executive O ficer of
Vornado Operating, M. Fascitelli is also President of Vornado Operating, and

certain other nenbers of the Conpany's seni or managenent hol d correspondi ng
positions wi th Vornado Operating.

TEMPERATURE CONTROLLED LOG STI CS BUSI NESS

On March 11, 1999, the Vornado Crescent Portland Partnership in which the
Conpany has a 60% general partnership interest and Crescent Real Estate Equities
has a 40% general partnership interest, sold all of the non-real estate assets
of Tenperature Controlled Logistics enconpassing the operations of the
tenperature controlled business to a new partnership ("Anmeri Cold Logistics")
owned 60% by Vornado Operating Conpany and 40% by Crescent Operating Inc.

Aneri Col d Logistics | eases the underlying tenperature controlled warehouses used
in this business fromthe Vornado Crescent Portland Partnership ("the Landl ord")
which continues to own the real estate through its ownership of AmeriCold Realty
Trust. The | eases, as anended, generally have a 15 year termwith two-five year
renewal options and provide for the paynent of fixed base rent and percentage
rent based on revenue Aneri Cold Logistics receives fromits custoners. The
contractual rent for 2002 was $150, 000, 000. The Landlord's share of annual

mai nt enance capital expenditures is $9,500,000. In accordance with the |eases,
Aneri Col d Logistics deferred payment of $32,248,000 of 2002 rent due to the
Landl ord, of which the Conpany's share was $19, 349, 000. Based on the joint
venture's policy of recognizing rental income when earned and collection is
assured or cash is received, the joint venture did not recognize this rent in
the year ended Decenber 31, 2002. At Decenber 31, 2002, the Conpany's share of
the joint venture's total deferred rent receivable fromthe tenant is

$24, 350, 000. On Decenber 31, 2001, the Landlord released the tenant fromits
obligation to pay $39, 812,000 of rent deferred in 2001 and 2000, of which the
Conpany's share was $23,887,000. This anpunt equal ed the rent which was not
recogni zed as inconme by the joint venture and accordingly had no profit and | oss
effect to the Conpany.

REVOLVI NG CREDI T AGREEMENT

Vornado Operating was granted a $75, 000, 000 unsecured revolving credit
facility fromthe Conpany which expires on Decenmber 31, 2004. Borrow ngs under
the revolving credit facility bear interest at LIBOR plus 3% The Conpany
receives a commtnment fee equal to 1% per annum on the average daily unused
portion of the facility. No anortization is required to be paid under the
revolving credit facility during its term The revolving credit facility
prohi bits Vornado Operating fromincurring indebtedness to third parties (other
than certain purchase noney debt and certain other exceptions) and prohibits
Vornado Operating from payi ng dividends. As of Decenber 31, 2002, $21,989, 000
was out standi ng under the revolving credit facility after the repaynent of
$9, 500, 000 by Vornado Operating, primarily fromits share of the proceeds from
the sale of AnmeriCold's quarries to a new partnership owned 44% by the Conpany
and 56% by Crescent Real Estate Equities.



Vornado Operating has disclosed that in the aggregate its investnments do
not, and for the foreseeable future are not expected to, generate sufficient
cash flow to pay all of its debts and expenses. Further, Vornado Operating
states that its only investee, AneriCold Logistics ("Tenant"), anticipates that
its Landlord, a partnership 60% owned by the Conpany and 40% owned by Crescent
Real Estate Equities, will need to restructure the | eases between the Landl ord
and the Tenant to provide additional cash flow to the Tenant (the Landlord has
previously restructured the | eases to provide additional cash flowto the
Tenant). Managenent anticipates a further |ease restructuring and the sale
and/or financing of assets by Anmeri Cold Logistics, and accordingly, Vornado
Operating is expected to have a source to repay the debt under this facility,
whi ch may be extended. Since January 1, 2002, the Conpany has not recogni zed
interest income on the debt under this facility.

OTHER | NVESTMENTS
The Conpany's other investnents are conprised of:

($ in thousands except per share/unit anounts)

Ot her Real Estate Investnents:
Carried at Equity:

Monmouth Mal | Joint Venture (1)....... ...
Starwood Ceruzzi Joint Venture (2)....... ...ty
Prime Goup Realty L.P (8). ... e

Consol i dat ed:

The Palisades Joint Venture (4)...... ...t
Student HOUSI NG (5) . . oottt

Mar ket abl e Securities, including $29,212 of Capital Trust, Inc.

("Capital Trust") preferred securities (6).........c.iuiiiiiine..

Not es and Mortgage Loans Receivabl e:

Dearborn Center (7). ... ..

Commonweal th Atlantic Properties, an affiliate of Lazard Freres

Real Estate Investors L.L.C. ("CAPI") (8)..... ...
Vornado Operating (see page 8 for further details).................

The Conpany does not have direct or indirect control over its

unconsol i dated partially-owned entities as the Conpany's joint venture
partners have shared Board/ Managenment representation and authority,
substantive participating rights on all significant business decisions,
including acquisitions and dispositions of any real property assets,
financing, operating and capital budgets and the hiring of a Chief
Executive Oficer and therefore does not consolidate their operations and
financial position and applies the equity method of accounting in
accordance with generally accepted accounting principles. The Conpany
includes its share of partially-owned entities debt in reporting its
exposure to a change in interest rates under Item 7A "Quantitative and
Qualitative Disclosures about Market Risk" and in its ratio of
debt-to-enterprise value as disclosed on page 101. See Note 4 -

"I nvestments in Partially-Owmed Entities" to the consolidated financial
statements in this annual report on Form 10-K for details by investnent.

See notes on follow ng page.

(1) MONMOUTH MALL JO NT VENTURE
On Cctober 10, 2002, a joint venture in which the Conpany has a 50%
interest acquired the Monnouth Mall, an encl osed super regional
shoppi ng center located in Eatontown, New Jersey containing
approxi mately 1.5 million square feet, including four departnent
stores, three of which aggregating 731,000 square feet are owned by
the tenants. The purchase price was approxi mately $164, 700, including
transaction costs of $4,400. The Conpany made a $7,000 conmmon equity
investment in the venture and provided it with $23,500 of preferred
equity yielding 14% The venture financed the purchase of the Mall
with $135,000 of floating rate debt at LIBOR plus 2.05% with a LIBOR
floor of 2.50% on $35,000, a three year termand two one-year
ext ensi on options.

(2) STARWOCD CERUZZI JO NT VENTURE

As of
Decenber 31, 2002

$ 31, 416
24,959
23, 408
36, 368
5,881
$ 122,032
$ 42,525
$ 23,392
41, 200
21, 989
$ 86, 581



(3)

(4)

(5)

The Starwood Ceruzzi Joint Venture was formed in 2000 by the Conpany,
t he 80% non- managi ng partner, and Starwood Ceruzzi, the 20% nanagi ng
partner (which has equal Board and Managenent representation), to
acquire fee and | easehold interests in properties formerly occupied by
Hechi nger Inc., a home inprovenent retailer which was |iquidated. In
the first quarter of 2000, the joint venture acquired two fee
interests containing 210,000 square feet and four |easehold interests
contai ni ng 400, 000 square feet in properties |ocated in Pennsylvania,
Virginia, Maryland and Chio. Of the two fee interests acquired, one of
the fee interests was sold in March 2001 for $8,000, resulting in a
gain of $1,744 (of which the Conpany's share was $1,395) and the ot her
fee interest is available for sale or |ease. One of the |easehold
interests was net |eased to Home Depot in 2002. Two of the other three
properties were | eased in 2002 to a supernmarket tenant that has since
filed for bankruptcy protection and rejected the | eases. As such, the
other three | easehold interests are currently vacant. The venture has
no debt.

PRI ME GROUP REALTY, L.P.

On April 30, 2002, the Conpany and Cadim inc. ("Cadint) acquired
7,944,893 Prine Group Realty L.P. partnership units at a foreclosure
auction. The price paid for the units by application of a portion of
Primestone' s i ndebtedness to the Conpany and Cadi m was $8.35 per unit,
the April 30, 2002 closing price of shares of Prime Group Realty Trust
("PCGE") on the New York Stock Exchange. On June 28, 2002, pursuant to
the terms of the participation agreenent, the Conpany transferred
3,972,447 of the partnership units to Cadim

In the second quarter of 2002, in accordance with foreclosure
accounting, the Conpany recorded a | oss on the Prinmestone foreclosure
of $17,671 cal cul ated based on (i) the acquisition price of the units
and (ii) its valuation of the ampunts realizable under the guarantees
by affiliates of Prinestone, as conpared with the net carrying amount
of the investnent at April 30, 2002. In the third quarter of 2002, the
Conpany recorded a $2,229 wite-down on its investnent based on costs
expended to realize the value of the guarantees. Further, in the
fourth quarter of 2002, the Conpany recorded a $15,857 wite-down of
its investnent consisting of (i) $14,857 to adjust the carrying anount
of the Prime Group units to $4.61 per unit, the closing price of PGE
shares on Decenber 31, 2002 on the New York Stock Exchange and (ii)
$1,000 for estimated costs to realize the value of the guarantees. The
Conpany considered the decline in the value of the units which are
convertible into stock to be other than tenporary as of Decenber 31,
2002, based on the fact that the market val ue of the stock has been
less than its cost for nore than six nonths, the severity of the
decline, market trends, the financial condition and near-term
prospects of Prine Group and other relevant factors.

At Decenber 31, 2002, the Conpany's carrying ampunt of the investnent
was $23, 408, of which $18, 313 represents the carrying amount of the
3,972,447 partnership units owned by the Conpany ($4.61 per unit),

$6, 100 represents the amount expected to be realized under the
guarantees, partially offset by $1,005 representing the Conpany's
share of Prine Group Realty's net |oss through Septenmber 30, 2002 (see
Note 4. Investnments in and Advances to Partially-Omed Entities to the
consol i dated financial statements in this Form 10-K). Prior to April
30, 2002, this investnent was in the formof a |oan and was i ncl uded
in Notes and Mortgage Loans Receivable on the bal ance sheet.

At February 3, 2003, the closing price of PGE shares on the New York
Stock Exchange was $5.30 per share. The ultinate realization of the
Conpany's investment will depend upon the future performance of the
Chicago real estate narket and the performance of PGE, as well as the
ultimate realizable value of the net assets supporting the guarantees
and the Conpany's ability to collect under the guarantees. In
addition, the Conpany will continue to nonitor this investnment to
determ ne whether additional wite-downs are required based on (i)
declines in value of the shares of PGE (for which the partnership
units are exchangeabl e) which are "other than tenporary" as used in
accounting literature and (ii) the ampunt expected to be realized
under the guarantees.

THE PALI SADES JO NT VENTURE

The Pal i sades Joint Venture was formed in 1999 to devel op an 855, 000
square foot high-rise residential tower in Fort Lee, New Jersey,
containing 538 apartnents. The joint venture agreenment provides for
the Conpany to contribute 95% of the equity and receive 75% of the net
profit after a 10% preferred return. The devel opment of the Palisades
resi dential conplex was substantially conplete as of March 1, 2002.
Accordi ngly, the Conpany placed the property into service on March 1,
2002 and discontinued the capitalization of interest and other
property specific costs. As of Decenmber 31, 2002, the property, which
is nowin the | ease-up phase, is 55% occupied (298 of the 538 total
apartnents have been | eased).

STUDENT HOUSI NG
I'n January 2000, the Conpany and its joint venture partner acquired a
252-unit student housing conplex in Gainesville, Florida, for



approxi mately $27,000. The Conpany has a 90% interest in the joint
venture.

(6) CAPI TAL TRUST PREFERRED SECURI TI ES
At Decenber 31, 2002, the Conpany owns $30, 000 of 8.25% step-up
convertible junior subordinated debentures which are convertible into
shares of Class A commpn stock of Capital Trust (NYSE: CT) at a
conversion price of $7.00 per share. The securities are redeemabl e by
Capital Trust, in whole or in part, on or after Septenber 30, 2004.
M. Roth, the Chairnman and Chi ef Executive O ficer of Vornado Realty
Trust, is a nmenber of the Board of Directors of Capital Trust,
nom nated by the Conpany.

(7) DEARBORN CENTER
The Conpany's investnment of $23,392 represents a 38.5% interest in
$60, 758 funded of a $65,000 nmezzanine |oan to an entity whose sole
asset is Dearborn Center, a 1.5 million square foot high-rise office
tower under construction in Chicago. The entity is owned by Prine
Group Realty L.P. and another investor. The Conpany is a menber of a
| oan syndicate | ed by a noney center bank. The proceeds of the |oan
are being used to finance the construction, and are subordinate to a
$225,000 first nortgage. The loan is due January 21, 2004, three years
fromthe date of the initial draw, and provides for a 1 year extension
at the borrower's option (assum ng net operating incone at a specified
I evel and a cash reserve sufficient to fund interest for the extension
period). The |l oan bears interest at 12% per annum pl us additional
interest ranging froma mninmmof 9.5%to a maxi mum of 11.5%

(8) CAPI
In March 1999, in connection with the Conpany's acquisition of |and
under certain of the CESCR office properties from CAPl, the Conpany
made a $41, 200 recourse |oan to CAPlI, which matures in June 2004.
Interest on the |loan was 8.5% at Decenber 31, 2002. The loan is
secured by approximately 1,100,000 of the Conpany's Series E-1
convertible preferred units issued to CAPI. Each Series E-1
convertible preferred unit is convertible into 1.1364 shares of the
Conpany's common shares.
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FI NANCI NG ACTI VI TI ES

On June 24, 2002, the Conpany conpl eted an offering of $500, 000, 000
aggregate principal amount of 5.625% seni or unsecured notes due June 15, 2007.
Interest on the notes is payable seni-annually on June 15th and Decenber 15th,
commenci ng Decenber 15, 2002. The net proceeds of approximtely $496, 300, 000,
were used to repay the nortgages on 350 North Ol eans, Two Park Avenue, the
Mer chandi se Mart and Seven Skyline. On June 27, 2002, the Conpany entered into
interest rate swaps that effectively converted the interest rate on the
$500, 000, 000 senior unsecured notes due 2007 froma fixed rate of 5.625%to a
floating rate of LIBOR plus .7725% based upon the trailing 3 nonth LIBOR rate
(2.15% at Decenber 31, 2002).

On February 25, 2002, the Conpany sol d 884,543 shares to a closed-end fund
and 514, 200 shares to a unit investnment trust based on the closing price of
$42.96 on the NYSE. The net proceeds to the Conpany were approxi mately
$57, 042, 000.

Further details of the Conpany's financing activities are disclosed in
Managenent's Di scussion and Anal ysis of Financial Condition and Results of
Operations in Part Il of this annual report on Form 10-K

At Decenber 31, 2002, the ratio of debt-to-enterprise value (market equity
val ue plus debt |ess cash) was 45% based on debt of $4.966 billion, including
the Conpany's proportionate share of debt of partially-owned non-consolidated
entities. In the future, in connection with the Conpany's strategy for growth,
this percentage may change. The Conpany's policy concerning the incurrence of
debt may be reviewed and nodified fromtinme to time without the vote of
shar ehol ders.

The Conpany may seek to obtain funds through equity offerings, debt
financings or asset sales, although there is no express policy with respect
thereto. The Conpany may offer its shares or Operating Partnership units in
exchange for property and may repurchase or otherwi se re-acquire its shares or
any other securities in the future.
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ADJUSTED EBI TDA BY SEGVENT AND REG ON

The following table sets forth the percentage of the Conpany's Adjusted
EBI TDA(1) by segnent and region for the years ended Decenber 31, 2002, 2001, and
2000. The pro forma columm gives effect to the January 1, 2002 acquisition by
the Conpany of the remaining 66%interest in CESCR described previously, as if
it had occurred on January 1, 2001.



PERCENTAGE OF ADJUSTED EBI TDA(1)

Years Ended Decenber 31,

2002 2001 2001
Pro form
SEGVENT

Ofice
NeW YOrK. . ... 33% 31% 38%
CESCR. ittt e 29% 26% 10%
Total ... 62% 57% 48%
Retai | ... 12% 12% 15%
Merchandi se Mart Properties................ ... 12% 12% 14%
Tenperature Controlled Logistics...................... 8% 8% 10%
[ 4T 6% 11% 13%
100% 100% 100%

REG ON

New York City metropolitan area....................... 41% 42% 52%
Washington, D.C./Northern Virginia netropolitan area.. 30% 26% 11%
Chi Cag0. « . ottt 11% 9% 11%
Phi | adel phia metropolitan area........................ 1% --% 1%
Puerto RiCO. ... .. 1% 1% 2%
Other (2) . .o 16% 22% 23%
100% 100% 100%

(1) Adjusted EBI TDA represents EBI TDA adjusted for gains or |osses on
sal es of depreciable real estate, the effect of straight-lining of
rent escal ations, the anortization of bel ow narket |eases net of
above market |eases and minority interest. Managenent considers
Adj ust ed EBI TDA a suppl emental neasure for maki ng decisions and
assessing the performance of its segments. Adjusted EBITDA is
presented as a neasure of "operating performance" which enables the
reader to identify trends fromperiod to period and may be used to
conpare "same store" operating performance to other conpanies, as
well as providing a neasure for determining funds available to
servi ce debt. Adjusted EBITDA may not be conparable to simlarly
titled measures enployed by other conpanies.

(2) Oher includes the Tenperature Controlled Logistics segment which
has col d storage warehouses in 32 states. See page 44 for details.

ALEXANDER' S

The Conpany owns 33.1% of the outstanding shares of common stock of
Al exander's. See "Interstate Properties" below for a description of Interstate's
owner ship of the Conpany and Al exander's.

Al exander's has 6 properties (see Item 2. Properties--Alexander's).

At Decenber 31, 2002, the Conpany had | oans receivable from Al exander's of
$119, 000, 000, including $24, 000, 000 drawn under the $50, 000,000 line of credit
the Conpany granted to Al exander's on August 1, 2000. The maturity date of the
loan and the line of credit is the earlier of January 3, 2006 or the date the
Al exander's Lexington Avenue construction loan is repaid. The interest rate on
the loan and line of credit, which resets quarterly using the same spread to
treasuries as presently exists with a 3% floor for treasuries, is 12.48% at
Decermber 31, 2002. The Conpany believes that although Al exander's has disclosed
that it does not have positive cash flow sufficient to repay this loan to the
Conpany currently, Alexander's will be able to repay the | oan upon the
successful devel opment and pernmanent financing of its Lexington Avenue
devel opnent project or through asset sales.

The Conpany manages, devel ops and | eases the Al exander's properties under a
managenent and devel opnent agreenent and a | easing agreenent pursuant to which
the Conpany receives annual fees from Al exander's. Further, the Conpany has
agreed to guarantee, anong other things, the lien free, tinmely conpletion of the
construction of Al exander's Lexington Avenue devel opnent project and funding of
project costs in excess of a stated budget, if not funded by Al exander's. These
agreenments are described in Note 4 to the Conpany's consolidated financial
statements. See Item2 - "Properties" for a description of Al exander's
properties and devel opnent and redevel opnent projects.

Messrs. Roth, Fascitelli, Mandel baum West and W ght, directors of the
Conpany, are also directors of Alexander's. M. Roth is also Chief Executive
O ficer of Alexander's and M. Fascitelli is also President of Al exander's.

Joseph Macnow, Executive Vice President - Finance and Adm nistration and Chief
Fi nancial Oficer of the Conpany, is also Executive Vice President - Finance and

35%
10%
45%
16%
12%
13%
14%

100%

50%
12%
9%
3%
2%
24%

100%



Admi ni stration and Chief Financial O ficer of Alexander's.

Al exander's comon stock is listed on the New York Stock Exchange under the
symbol "ALX".
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| NTERSTATE PROPERTI ES

As of Decenber 31, 2002, Interstate Properties and its partners owned
approxi mately 12.9% of the conmon shares of beneficial interest of the Conpany
27.5% of Al exander's conmon stock and beneficial ownership of 7.9% of Vornado
Operating (17.0% assum ng redenption of 447,017 units of Vornado Operating that
are redeenabl e for cash, or at Vornado Operating's election, common stock of
Vornado Operating). Interstate Properties is a general partnership in which
Steven Roth, David Mandel baum and Russell B. Wght, Jr. are the partners. M.
Roth is the Chairman of the Board and Chief Executive Oficer of the Conpany
the Managi ng General Partner of Interstate Properties, and the Chief Executive
O ficer and a director of both Al exander's and Vornado Operating. M. Wght is a
trustee of the Conpany and is also a director of both Al exander's and Vornado
Operating. M. Mandel baumis a trustee of the Conpany and is also a director of
Al exander's.

COWPETI TI ON

The Conpany's business segnents - O fice, Retail, Merchandise Mart
Properties, Tenperature Controlled Logistics, and Other -- operate in highly
conpetitive environments. The Conpany has a | arge concentration of properties in
the New York City nmetropolitan area and in the Washington, D.C. and Northern
Virginia area. The Conpany conpetes with a |arge nunber of real estate property
owners and devel opers. Principal factors of conpetition are rent charged
attractiveness of location and quality and breadth of services provided. The
Conpany' s success depends upon, anong other factors, trends of the national and
| ocal economies, financial condition and operating results of current and
prospective tenants and custoners, availability and cost of capital
construction and renovati on costs, taxes, governnmental regulations, |egislation
and popul ation trends

TENANTS WHI CH ACCOUNTED FOR OVER 10% OF REVENUES

The U.S. Governnent provides a significant proportion of the Conpany's
revenues. In 2002, the U S. Covernment accounted for 16.8% of the O fice
segnent's revenues, and 11.4% of the Conpany's total revenues. The |oss of
this tenant would have a material adverse effect on the Office segnent and
the Conpany's finances as a whole

ENVI RONVENTAL REGULATI ONS

The Conpany's operations and properties are subject to various federal
state and | ocal |aws and regul ati ons concerning the protection of the
environnment including air and water quality, hazardous or toxic substances and
heal th and safety. Under certain of these environnental laws a current or
previous owner or operator of real estate may be required to investigate and
cl ean up hazardous or toxic substances rel eased at a property. The owner or
operator may also be held liable to a governnental entity or to third parties
for property damage or personal injuries and for investigation and cl ean-up
costs incurred by those parties because of the contamination. These | aws often
inmpose liability without regard to whether the owner or operator knew of the
rel ease of the substances or caused the rel ease. The presence of contam nation
or the failure to renediate contami nation may inpair the Conpany's ability to
sell or lease real estate or to borrow using the real estate as collateral
O her laws and regul ati ons govern indoor and outdoor air quality including those
that can require the abatenment or renoval of asbestos-containing materials in
the event of dammge, denplition, renovation or renodeling and al so govern
em ssions of and exposure to asbestos fibers in the air. The nmi ntenance and
removal of |ead paint and certain electrical equipment containing
pol ychl ori nated bi phenyl s (PCBs) and underground storage tanks are al so
regul ated by federal and state | aws. The Conpany could incur fines for
environmental conpliance and be held liable for the costs of renedial action
with respect to the foregoing regul ated substances or tanks or related clains
arising out of environnental contam nation or exposure at or fromthe Conpany's
properties.

Each of the Conpany's properties has been subjected to varying degrees of
environmental assessnent at various times. The environnental assessments did not
reveal any material environnmental condition. However, identification of new
conpl i ance concerns or undi scovered areas of contami nation, changes in the
extent or known scope of contamnination, discovery of additional sites, human
exposure to the contam nation or changes in cleanup or conpliance requirements
could result in significant costs to the Conpany
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| NSURANCE

The Conpany carries conprehensive liability and all risk property insurance



(fire, flood, extended coverage and rental loss insurance) with respect to its
assets. The Conpany's all risk insurance policies in effect before Septenber 11,
2001 did not expressly exclude coverage for hostile acts, except for acts of
war. Since Septenmber 11, 2001, insurance conpani es have for the nost part
excluded terrorist acts fromcoverage in all risk policies. The Conpany has
general ly been unable to obtain all risk insurance which includes coverage for
terrorist acts for policies it has renewed since Septenber 11, 2001, for each of
its businesses. In 2002, the Conpany obtained $200, 000, 000 of separate aggregate
coverage for terrorist acts for each of its New York City O fice, Wshington,
D.C. Ofice, Retail and Merchandi se Mart businesses and $60, 000,000 for its
Tenperature Controlled Logistics business. Therefore, the Conpany is at risk for
financial loss in excess of these linmts for terrorist acts (as defined), which
loss could be nmaterial.

The Conpany's debt instruments, consisting of nortgage |oans secured by its
properties (which are generally non-recourse to the Conpany), its senior
unsecured notes due 2007 and its revolving credit agreement, contain customary
covenants requiring the Conpany to nmintain insurance. There can be no assurance
that the | enders under these instruments will not take the position that an
exclusion fromall risk insurance coverage for |osses due to terrorist acts is a
breach of these debt instrunents that allows the lenders to declare an event of
default and accel erate repaynent of debt. In the second quarter of 2002, the
Conpany received correspondence fromfour |enders regarding terrorisminsurance
coverage, which the Conpany has responded to. In these letters the | enders took
the position that under the agreements governing the |oans provided by these
| enders the Conpany was required to maintain terrorisminsurance on the
properties securing the various |oans. The aggregate ampunt of borrow ngs under
these | oans as of Decenber 31, 2002 was approxi mately $770.4 nillion, and there
was no additional borrowi ng capacity. Subsequently, the Conpany obtained an
aggregate of $360 million of separate coverage for "terrorist acts". To date
one of the lenders has acknow edged to the Conpany that it will not raise any
further questions based on the Conpany's terrorisminsurance coverage in place
and the other three |l enders have not raised any further questions regarding the
Conpany' s insurance coverage. |f lenders insist on greater coverage for these
risks, it could adversely affect the Conpany's ability to finance and/or
refinance its properties and to expand its portfolio

On Novenber 26, 2002, the Terrorism Ri sk |Insurance Act of 2002 was signed
into law. Under this new | egislation, through 2004 (with a possible extension
t hrough 2005), regul ated insurers nust offer coverage in their commerci al
property and casualty policies (including existing policies) for |osses
resulting fromdefined "acts of terrorisni'. As a result of the legislation, in
February 2003 the Conpany obtained $300 million of per occurrence coverage for
terrorist acts for its New York City Ofice, Washington, D.C. Ofice and
Mer chandi se Mart busi nesses, of which $240 million is for Certified Acts, as
defined in the legislation. The Conpany maintains $200 nillion and $60 nillion
of separate aggregate coverage that it had in 2002 for each of its Retail and
Tenperature Controlled Logistics businesses (which has been renewed as of
January 1, 2003). The Conpany's current Retail property insurance carrier has
advi sed the Conpany that there will be an additional prem um of approximtely
$11, 000 per nonth through the end of the policy term (June 30, 2003), for
"Acts of Terrorisnl coverage, as defined in the new | egislation and that the
situation nmay change upon renewal

CERTAI N ACTIVITIES

Acqui sitions and investnments are not required to be based on specific
all ocation by type of property. The Conpany has historically held its properties
for long-terminvestment; however, it is possible that properties in the
portfolio may be sold in whole or in part, as circunstances warrant, fromtine
to time. Further, the Conpany has not adopted a policy that limts the anpunt or
percentage of assets which would be invested in a specific property. Wile the
Conpany may seek the vote of its shareholders in connection with any particul ar
material transaction, generally the Conpany's activities are reviewed and may be
nodified fromtinme to tinme by its Board of Trustees w thout the vote of
shar ehol ders.

EMPLOYEES

As of Decenber 31, 2002, the Conpany had approximately 1,422 enpl oyees
consisting of 276 in the Ofice Properties segnent (including 193 as a result of
the CESCR acquisition), 58 in the Retail Properties segnent, 476 in the
Mer chandi se Mart Properties segnment, 417 at the Hotel Pennsylvania and 195
corporate staff. This does not include enployees of partially-owned entities.

SEGMENT DATA

The Conpany operates in four business segnents: O fice Properties, Retai
Properties, Merchandise Mart Properties and Tenperature Controlled Logistics
The Conpany engages in no foreign operations. Information related to the
Conpany' s busi ness segnents for the years 2002, 2001 and 2000 is set forth in
Note 17 to the Conpany's consolidated financial statements in this annual report
on Form 10- K
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The Conpany's principal executive offices are |located at 888 Seventh



Avenue, New York, New York 10019; tel ephone (212) 894-7000
| NTERNET ACCESS

Copi es of the Conpany's Annual Report on Form 10-K, Quarterly Reports on
Form 10-Q Current Reports on Form 8-K, and amendnents to those reports, as well
as Reports on Forms 3, 4 and 5 regarding Officers, Trustees or 10% Beneficia
Omners of the Conpany, filed or furnished pursuant to Section 13(a), 15(d) or
16(a) of the Securities Exchange Act of 1934 are available free of charge
through the Conpany's website (www. vno.con) as soon as reasonably practicable
after the Conpany electronically files the material with, or furnishes it to
the Securities and Exchange Conmi ssion

CERTAI N FACTORS THAT MAY ADVERSELY AFFECT THE COMPANY' S BUSI NESS AND OPERATI ONS

Set forth below are certain factors that may adversely affect the Conmpany's
busi ness and operations

REAL ESTATE | NVESTMENTS' VALUE AND | NCOME FLUCTUATE DUE TO VARI QUS FACTORS

THE VALUE OF REAL ESTATE FLUCTUATES DEPENDI NG ON CONDI TI ONS I N THE
GENERAL ECONOMY AND THE REAL ESTATE BUSI NESS. THESE CONDI TI ONS MAY ALSO LIM T
THE COVPANY' S REVENUES AND AVAI LABLE CASH

The factors that affect the value of the Conpany's real estate include
anmong ot her things, national, regional and |ocal econom c conditions
consequences of any armed conflict involving, or terrorist attack against, the
United States; the Conpany's ability to secure adequate insurance; |oca
condi tions such as an oversupply of space or a reduction in demand for rea
estate in the area; conpetition fromother avail able space; whether tenants
consider a property attractive; the financial condition of the Conpany's
tenants, including the extent of tenant bankruptcies or defaults; whether the
Conpany is able to pass sone or all of any increased operating costs it
experiences through to tenants; how well the Conpany nanages its properties
increased interest rates; increases in real estate taxes and other expenses
decreases in narket rental rates; the timng and costs associated with property
improvenents and rentals; changes in taxation or zoning |aws; governnment
regul ations; availability of financing on acceptable terns or at all; potential
liability under environnental or other |aws or regul ations; and genera
conpetitive factors.

The rents the Conpany receives and the occupancy |levels at its properties
may decline as a result of adverse changes in any of these factors. If the
Conpany's rental revenues decline, it generally would expect to have | ess cash
available to distribute to its shareholders. In addition, some of the Conpany's
maj or expenses, including nortgage paynents, real estate taxes and mai ntenance
costs, generally do not decline when the related rents decline. If rents decline
while costs remain the sane, the Conpany's income and funds avail able for
distribution to its sharehol ders woul d decline

THE COVPANY DEPENDS ON LEASI NG SPACE TO TENANTS ON ECONOM CALLY
FAVORABLE TERMS AND COLLECTI NG RENT FROM I TS TENANTS, WHO MAY NOT BE ABLE TO
PAY.

The Conpany's financial results depend on | easing space in its properties
to tenants on econom cally favorable terms. In addition, because substantially
all of the Conpany's income cones fromrentals of real property, its income and
funds available for distribution to its shareholders will decrease if a
significant nunber of its tenants cannot pay their rent. If a tenant does not
pay its rent, the Conpany mi ght not be able to enforce its rights as landlord
wi t hout del ays and mi ght incur substantial |egal costs. For information
regardi ng the bankruptcy of the Conpany's tenants, see "--Bankruptcy of tenants
may decrease the Conpany's revenues and avail abl e cash" bel ow.
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BANKRUPTCY OF TENANTS MAY DECREASE THE COMPANY' S REVENUES AND AVAI LABLE
CASH

A nunber of conpanies, including sone of the Conpany's tenants, have
decl ared bankruptcy in recent years, and other tenants may decl are bankruptcy or
becone insolvent in the future. If a nmajor tenant decl ares bankruptcy or becones
insolvent, the rental property where it |eases space may have | ower revenues and
operational difficulties, and, in the case of the Conpany's shopping centers
the Conpany may have difficulty leasing the remainder of the affected property
The Conpany's | eases generally do not contain restrictions designed to ensure
the creditworthiness of its tenants. As a result, the bankruptcy or insolvency
of a major tenant could result in a lower |level of funds from operations
avail able for distribution to the Conpany's sharehol ders

U S. Airways Group Inc. |eases 296,000 square feet fromthe Conpany for
its headquarters in Washington, D.C. U S. Airways has been adversely affected
by the downturn in air travel as a result of the terrorist attacks and
econoni ¢ decline. On August 11, 2002, US Airways filed for protection under
Chapter 11 of the U S. Bankruptcy Code. Effective January 1, 2003, the
Conpany agreed to anmend its |ease with US Airways at Crystal City to (i)
reduce the tenant's space by 90,732 square feet to 205,600 square feet (ii)



reduce the annual escalated rent from $36.00 to $29.75 per square foot with
2.5% annual base rent escalations, (iii) provide the tenant with up to

$1, 200, 000 of tenant allowances and (iv) |loan the tenant up to $1, 000,000 at
9% per annum for additional tenant inprovenents which is to be repaid over
the lease term This |lease nodification is subject to a confirned plan of
reorgani zati on by the Bankruptcy Court.

I'n February 2003, KoninKlijke Ahold NV, parent of Stop & Shop, announced
that it overstated its 2002 and 2001 earnings by at |east $500 nillion and is
under investigation by the U S. Justice Departnment and Securities and
Exchange Conmmi ssion. See Item 2. Properties - Retail Segment - Forner Bradlees
Leases for infornation about forner Bradl ees | eases guaranteed by Stop &

Shop. The Conpany cannot predict what effect, if any, this situation may have
on Stop & Shop's ability to satisfy its obligation under the Bradl ees
guarantees and rent for existing Stop & Shop | eases aggregati ng approxinately
$10.5 nillion per annum

The risk that some of the Conpany's tenants nmy decl are bankruptcy is
hi gher because of the Septenmber 11, 2001 terrorist attacks and the resulting
decline in the economny.

SOVE OF THE COMPANY' S POTENTI AL LOSSES MAY NOT BE COVERED BY | NSURANCE.

For a discussion of risks related to the Conpany's insurance coverage, see
"ltem 1. Business - Insurance.”

THE COVPANY MAY ACQUI RE OR DEVELOP NEW PROPERTI ES, AND THI S MAY CREATE
RI SKS.

The Conpany nmmy acquire or develop properties or acquire other real estate
conpani es when it believes that an acquisition or devel opnment is consistent with
its business strategies. The Conpany may not, however, succeed in consummating
desired acquisitions or in conpleting devel opnents on tinme or within its budget.
The Conpany al so mi ght not succeed in | easing newy devel oped or acquired
properties at rents sufficient to cover their costs of acquisition or
devel opnent and operations.

The Conpany has experienced rapid growh in recent years, increasing its
total assets from approxi mately $565, 000, 000 at Decenber 31, 1996 to
approximately $9 billion at December 31, 2002. This growth included the
acqui sition of Charles E. Smith Comercial Realty L.P. on January 1, 2002, which
increased the Conpany's total assets as of that date by $2,506, 000, 000, of
whi ch $1, 758, 000, 000 (66% is attributable to the acquisition of assets and
$748, 000,000 (349 is attributable to Charles E. Smith Commercial Realty L.P.
becomi ng a whol |y owned subsidiary of the Operating Partnership and therefore
bei ng consolidated rather than accounted for under the equity nethod. The
Conpany may not be able to maintain a simlar rate of growth in the future or
manage its past and any future growh effectively. The Conpany's failure to
do so may have a material adverse effect on its financial condition and
results of operations. Difficulties in integrating acquisitions nay prove
costly or tinme-consumng and could divert managenent's attention.

THE COWPANY MAY NOT BE PERM TTED TO DI SPOSE OF CERTAI N PROPERTI ES OR PAY
DOWN THE DEBT ASSOCI ATED W TH THOSE PROPERTIES WHEN | T M GHT OTHERW SE DESI RE TO
DO SO W THOUT | NCURRI NG ADDI TI ONAL COSTS.

As part of an acquisition of a property, the Conpany nay agree with the
seller that it will not dispose of the acquired properties or reduce the
nortgage i ndebtedness on them for significant periods of tinme unless it pays
certain of the resulting tax costs of the seller. These agreenents could result
in the Conpany holding on to properties that it would otherw se sell and not
payi ng down or refinancing indebtedness that it would otherw se pay down or
refinance.
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I'T MAY BE DI FFI CULT TO BUY AND SELL REAL ESTATE QUI CKLY, AND TRANSFER
RESTRI CTI ONS APPLY TO SOME OF THE COVPANY' S MORTGAGED PROPERTI ES.

Equity real estate investnments are relatively difficult to buy and sel
qui ckly. The Conpany therefore has linmted ability to vary its portfolio
pronptly in response to changes in econonm c or other conditions. Some of the
Conpany's properties are nortgaged to secure paynent of indebtedness. If the
Conpany is unable to neet its nortgage paynents, the |ender could foreclose on
the properties and the Conpany could incur a loss. In addition, if the Conpany
wi shes to di spose of one or nore of the nortgaged properties, it mght not be
able to obtain release of the lien on the nortgaged property. If a |ender
forecl oses on a nortgaged property or if a nortgage lien prevents the Conpany
fromselling a property, its funds available for distribution to its
sharehol ders coul d decline. For information relating to the nortgages on the
Conpany' s properties, see "Managenent's Discussion and Analysis of Financia
Condition and Results of Operations -- Liquidity and Capital Resources" and the
notes to the Conpany's consolidated financial statenments in this annual report
on Form 10-K

A SI GNI FI CANT PROPORTI ON OF THE COMPANY' S PROPERTI ES ARE I N THE NEW YORK
Cl TY/ NEW JERSEY AND WASHI NGTON, D. C. METROPOLI TAN AREAS AND ARE AFFECTED BY THE



ECONOM C CYCLES AND RI SKS | NHERENT TO THOSE REG ONS.

During 2002, 71% of the Conpany's Adjusted EBI TDA canme from properties
located in New Jersey and the New York City and Washington, D.C. netropolitan
areas. The Conpany mmy continue to concentrate a significant portion of its
future acquisitions in New Jersey and the New York City and Washington, D.C.
metropolitan areas. Like other real estate markets, the real estate markets in
these areas have experienced econom c downturns in the past, and the Conpany
cannot predict how the current econonmic conditions will inpact these markets in
both the short and long term Further declines in the econony or a decline in
the real estate markets in these areas could hurt the Conpany's financial
performance and the value of its properties. The factors affecting econonic
conditions in these regions include: business |layoffs or downsizing; industry
sl owdowns; relocations of businesses; changing denographics; increased
tel ecommuting and use of alternative work places; financial performance and
productivity of the publishing, advertising, financial, technology, retail,
insurance and real estate industries; infrastructure quality; and any oversupply
of or reduced demand for real estate.

It is inpossible for the Conpany to assess the future effects of the
current uncertain trends in the economic and investnent climtes of the New York
City/ New Jersey and Washington, D.C. regions, and nore generally of the United
States, on the real estate markets in these areas. |f these conditions persist,
they may adversely affect the Conpany's businesses and future profitability.

ON JANUARY 1, 2002, THE COVPANY COMPLETED THE ACQUI SI TION OF THE 66%
I NTEREST I N CHARLES E. SM TH COMMVERCI AL REALTY L. P. THAT IT DI D NOT PREVI QUSLY
OMN. THE TERMS OF THE MERGER RESTRI CT THE COWPANY' S ABILITY TO SELL OR OTHERW SE
DI SPOSE OF, OR TO FI NANCE OR REFI NANCE, THE PROPERTI ES FORMERLY OWNED BY CHARLES
E. SM TH COMMERCI AL REALTY L.P., WHICH COULD RESULT I N THE COMPANY'S | NABI LI TY
TO SELL THESE PROPERTI ES AT AN OPPORTUNE TI ME AND | NCREASED COSTS TO THE
COVPANY.

The Conpany has agreed to restrictions on its ability to sell, finance,
refinance and, in sonme instances, pay down existing financing on the Charles E.
Smith Commercial Realty L.P. properties for a period of up to 20 years, under a
tax reporting and protection agreement that the Conpany entered into at the
closing of the nerger. This agreement prohibits the Conpany fromtaking these
actions unless the Operating Partnership also pays the contributing partners
based on their tax liabilities as a result of the sale. These arrangenents may
significantly reduce the Conpany's ability to sell, finance or repay
i ndebt edness secured by the subject properties or assets.

In addition, subject to linmted exceptions, the Conpany is restricted from
selling or otherw se transferring or disposing of certain properties |located in
the Crystal City area of Arlington, Virginia or an interest in its division that
manages the nmajority of its office properties in the Washington, D.C
metropolitan area, which we refer to as the "Snmith Division," for a period of 12
years with respect to certain properties located in the Crystal City area of
Arlington, Virginia or six years with respect to an interest in the Smith
Di vi sion. These restrictions, which currently cover approximately 13.0 mllion
square feet of space, could result in the Conpany's inability to sell these
properties or an interest in the Smth Division at an opportune tinme and
increased costs to the Conpany.

THE COVPANY MAY | NCUR COSTS TO COVPLY W TH ENVI RONVENTAL LAWS.

For a discussion of risks related to the Conpany's conpliance with
environnental laws, see "lItem 1. Business - Environnental Regulations."”
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REAL ESTATE IS A COWPETI TI VE BUSI NESS.

For a discussion of risks related to conpetition in the real estate business,
see "lItem 1. Business - Conpetition."

THE TERRORI ST ATTACKS OF SEPTEMBER 11, 2001 IN NEW YORK CI TY AND THE
WASHI NGTON, D. C. AREA MAY ADVERSELY AFFECT THE VALUE OF THE COVPANY' S PROPERTI ES
AND | TS ABI LI TY TO GENERATE CASH FLOW

THERE MAY BE A DECREASE | N DEMAND FOR SPACE | N LARGE METROPOLI TAN AREAS
THAT ARE CONSI DERED AT RI SK FOR FUTURE TERRORI ST ATTACKS, AND THI S DECREASE MAY
REDUCE THE COVPANY' S REVENUES FROM PROPERTY RENTALS.

The Conpany has significant investnments in |arge netropolitan areas,
including the New York/ New Jersey, Washington, D.C. and Chicago netropolitan
areas. In the aftermath of the terrorist attacks, tenants in these areas may
choose to relocate their business to |ess popul ated, |ower-profile areas of the
United States that are not as likely to be targets of future terrorist activity.
This in turn would trigger a decrease in the demand for space in these areas,
whi ch could increase vacancies in the Conpany's properties and force it to | ease
its properties on |less favorable terms. As a result, the value of the Conpany's
properties and the level of its revenues could decline materially.

THE COVPANY' S | NVESTMENT | N HOTEL PENNSYLVANI A | S DEPENDENT ON THE TRAVEL
I NDUSTRY, AND THAT | NVESTMENT HAS BEEN AND MAY CONTI NUE TO BE | MPACTED SEVERELY



BY THE TERRORI ST ATTACKS AND THE CURRENT ECONOM C DOWNTURN.

The Conpany's investnent in Hotel Pennsylvania is directly dependent on the
travel industry generally and the nunber of visitors to New York City in
particular. Since Septenber 11, 2001, there has been a substantial decline in
travel and tourismgenerally, and in particular New York City. Accordingly,
there has been a significant reduction in occupancy at Hotel Pennsylvania. As a
result, revenues generated by this investnment have been inpacted severely by
that decline, and the Conpany expects this inpact on revenues to continue.

ALL OF THE COVPANY' S TEMPERATURE CONTROLLED LOG STI CS WAREHOUSES ARE LEASED
TO ONE TENANT, AND THAT TENANT | S EXPERI ENCI NG OPERATI NG DI FFI CULTI ES.

The Operating Partnership owns a 60% general partnership interest in a
partnership, which we refer to as the "Vornado Crescent Portland Partnership,"”
that owns 88 col d storage warehouses nati onwide with an aggregate of
approxi mately 441.5 million cubic feet of refrigerated, frozen and dry storage
space. The Vornado Crescent Portland Partnership sold all of the non-real estate
assets enconpassing the operations of the tenperature controlled business to a
new partnership named Aneri Col d Logistics, owned 60% by Vornado Operating
Conpany, which we refer to as "Vornado Operating," and 40% by Crescent Operating
Inc. AmeriCold Logistics | eases the underlying tenperature controlled warehouses
used in this business fromthe Vornado Crescent Portland Partnership, which
continues to own the real estate. During 2002, Aneri Cold Logistics generated
approxi mately 8% of the Conpany's Adjusted EBI TDA. The | eases, as anended,
general ly have a 15 year termwith two-five year renewal options and provide for
the paynment of fixed base rent and percentage rent based on revenue Aneri Col d
Logi stics receives fromits custoners. The contractual rent for 2002 was
$150, 000, 000. The Landl ord's share of annual nmintenance capital expenditures is
$9, 500, 000. In accordance with the |eases, AnmeriCold Logistics deferred paynment
of $32, 248,000 of 2002 rent due to the Landl ord, of which the Conpany's share
was $19, 349, 000. Based on the joint venture's policy of recognizing rental
income when earned and collection is assured or cash is received, the joint
venture did not recognize this rent in the year ended Decenber 31, 2002. At
December 31, 2002, the Conpany's share of the joint venture's total deferred
rent receivable fromthe tenant is $24,350,000. On December 31, 2001, the
Landl ord rel eased the tenant fromits obligation to pay $39, 812,000 of rent
deferred in 2001 and 2000, of which the Conpany's share was $23, 887,000. This
anobunt equal ed the rent which was not recognized as income by the joint venture
and accordingly had no profit and loss effect to the Conpany.
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To the extent that the operations of AmeriCold Logistics may affect its
ability to pay rent, including percentage rent due under the |eases, the Conpany
indirectly bears the risks associated with Ameri Cold Logistics' cold storage
busi ness. The col d storage business is extrenely conpetitive. Factors affecting
Aneri Col d Logistics' ability to conpete include, anobng others, (a) warehouse
| ocations, (b) customer mix and (c) availability, quality and price of
addi tional services.

THE COVPANY MAY NOT BE ABLE TO OBTAI N CAPI TAL TO MAKE | NVESTMENTS.

The Conpany depends primarily on external financing to fund the growth of
its business. This is because one of the requirenents of the Internal Revenue
Code of 1986, as anended, for a REIT is that it distributes 90% of its net
taxabl e i ncone, excluding net capital gains, to its sharehol ders. The Conpany's
access to debt or equity financing depends on banks' willingness to |l end and on
conditions in the capital markets. The Conpany and ot her conpanies in the real
estate industry have experienced limted availability of bank |oans and capital
markets financing fromtime to time. Although the Conpany believes that it wll
be able to finance any investrments it may wish to make in the foreseeable
future, financing other than what it already has avail abl e m ght not be
avail abl e on acceptable terns.

For informati on about the Conpany's avail abl e sources of funds, see
"Managenent's Di scussion and Analysis of Financial Condition and Results of
Operations -- Liquidity and Capital Resources" and the notes to the consolidated
financial statenments in this annual report on Form 10-K.

THE COWPANY' S OWNERSHI P STRUCTURE AND RELATED- PARTY TRANSACTI ONS MAY G VE
RI SE TO CONFLI CTS OF | NTEREST.

STEVEN ROTH AND | NTERSTATE PROPERTI ES MAY EXERCI SE SUBSTANTI AL | NFLUENCE
OVER THE COMPANY. THEY AND SOME OF THE COWMPANY' S OTHER TRUSTEES AND OFFI CERS
HAVE | NTERESTS OR POSI TIONS I N OTHER ENTI TI ES THAT MAY COMPETE W TH THE COMPANY.

As of Decenber 31, 2002, Interstate Properties, a New Jersey general
partnership, and its partners owned approximately 12.9% of the common shares of
t he Conpany and approxi mately 27.5% of the common stock of Al exander's, Inc. and
beneficially owned approximately 7.9% of the common stock of Vornado Operating
(approxi mately 17.0% assuni ng redenption of 447,017 units of Vornado Operating
L.P., the operating subsidiary of Vornado Operating, that are beneficially owned
by Interstate Properties and redeemabl e for comon stock of Vornado Operating).
Steven Roth, David Mandel baum and Russell B. Wght, Jr. are the three partners
of Interstate Properties. M. Roth is the Chairman of the Board and Chi ef



Executive Oficer of the Conpany, the mmnagi ng general partner of Interstate
Properties, the Chief Executive O ficer and a director of Alexander's and the
Chai rman of the Board and Chi ef Executive Oficer of Vornado Operating. M.
Wght is a trustee of the Conpany and is also a director of both Al exander's and
Vornado Operating. M. Mandel baumis a trustee of the Conpany and is also a
director of Alexander's.

As of Decenber 31, 2002, the Conpany owned 33.1% of the outstanding conmon
stock of Al exander's. Alexander's is a REIT engaged in |easing, managing,
devel opi ng and redevel opi ng properties, focusing primarily on the |ocations
where its departnent stores operated before they ceased operations in 1992.
Al exander's has six properties, which are located in the New York City
metropolitan area. M. Roth and M chael D. Fascitelli, the President and a
trustee of the Conpany, are directors of Al exander's. Messrs. Mandel baum
Richard R West and W ght are trustees of the Conpany and are also directors of
Al exander's.

Because of these overlapping interests, M. Roth and Interstate Properties
may have substantial influence over the Conpany, Alexander's and Vornado
Operating and on the outcone of any matters submitted to the Conpany's,

Al exander's or Vornado Operating's shareholders for approval. In addition,
certain decisions concerning the Conpany's operations or financial structure may
present conflicts of interest anbng Messrs. Roth, Mandel baum and W ght and
Interstate Properties and the Conpany's other shareholders. In addition, M.
Roth and Interstate Properties may in the future engage in a w de variety of
activities in the real estate business which may result in conflicts of interest
with respect to matters affecting the Conpany, Al exander's or Vornado Operating,
such as which of these entities or persons, if any, nay take advantage of
potential business opportunities, the business focus of these entities, the
types of properties and geographic locations in which these entities make
investnents, potential conpetition between business activities conducted, or
sought to be conducted, by the Conpany, Interstate Properties, Alexander's and
Vornado Operating, conpetition for properties and tenants, possible corporate
transactions such as acquisitions and other strategic decisions affecting the
future of these entities.
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The Conpany currently manages and | eases the real estate assets of
Interstate Properties under a managenent agreenent for which the Conpany
receives an annual fee equal to 4% of base rent and percentage rent and certain
ot her commi ssions. The managenent agreenment has a term of one year and is
automatically renewabl e unless term nated by either of the parties on 60 days'
notice at the end of the term The Conpany earned $1, 655, 000 and $1, 450, 000 of
managenent fees under the managenent agreenment for the years ended Decenber 31,
2001 and 2002. Because the Conpany and Interstate Properties are controlled by
the sanme persons, as described above, the terns of the nanagenent agreenent and
any future agreenments between the Conpany and Interstate Properties may not be
conparabl e to those the Conpany coul d have negotiated with an unaffiliated third
party.

THE COVPANY ENGAGES | N TRANSACTI ONS W TH VORNADO OPERATI NG ON TERMS THAT
MAY OR MAY NOT BE COVPARABLE TO THOSE | T COULD NEGOTI ATE W TH UNAFFI LI ATED THI RD
PARTI ES.

In Cctober 1998, Vornado Operating was spun off fromthe Conpany in order
to own assets that the Conmpany could not itself own and conduct activities that
the Conpany could not itself conduct. In addition to being trustees of the

Conpany, Messrs. Roth, Fascitelli, West and Wght are directors of Vornado
Operating. M. Roth is also Chairman of the Board and Chief Executive O ficer of
Vornado Operating, M. Fascitelli is also President of Vornado Operating, and

certain other nenmbers of the Conpany's seni or managenment hol d correspondi ng
positions wi th Vornado Operating.

The Operating Partnership entered into a $75, 000,000 unsecured revol ving
credit facility with Vornado Operating that expires on Decenber 31, 2004.
Borrowi ngs under the revolving credit agreenent bear interest at LIBOR plus 3%
The Operating Partnership receives an annual conmtnent fee equal to 1% on the
average daily unused portion of the facility. Vornado Operating is not required
to pay any anortization under the revolving credit agreement during its term
The revolving credit agreenent prohibits Vornado Operating fromincurring
i ndebt edness to third parties, other than certain purchase noney debt and
certain other exceptions, and prohibits Vornado Operating from payi ng divi dends.
As of Decenber 31, 2002, $21, 989,000 was outstandi ng under the revolving credit
agreenent .

The Operating Partnership and Vornado Operating are parties to an agreenent
under which, anong other things, (a) the Operating Partnership will offer
Vornado Operating, under certain circunstances, an opportunity to becone the
| essee of certain real property owned now or in the future by the Operating
Partnershi p under nutually satisfactory |ease terms and (b) Vornado Operating
wi Il not make any real estate investnent or other investnents known as
REI T-qual i fied investments unless it first offers the Operating Partnership the
opportunity to make the investnment and the Operating Partnership has rejected
that opportunity. Under this agreenent, the Operating Partnership provides
Vornado Operating with adm nistrative, corporate, accounting, financial,



insurance, |egal, tax, data processing, human resources and operational
services. For these services, Vornado Operating conpensates the Operating
Partnership in an amount determined in good faith by the Operating Partnership
as the anpunt an unaffiliated third party would charge Vornado Operating for
conpar abl e services and reinburses the Operating Partnership for certain costs
incurred and paid to third parties on behalf of Vornado Operating. Under this
agreenent, conpensation for these services was approxi mately $330, 000, $371, 000
and $330, 000 for the years ended Decenber 31, 2000, 2001 and 2002. Vornado
Operating and the Operating Partnership each have the right to terminate this
agreenment if the other party is in material default of the agreement or upon 90
days' witten notice to the other party at any tinme after Decenber 31, 2003. In
addition, the Operating Partnership has the right to termnate this agreenent
upon a change in control of Vornado Operating.

Vornado Operating's restated certificate of incorporation specifies that
one of its corporate purposes is to performthis agreenent and, for so long as
the agreenent remmins in effect, prohibits Vornado Operating from naking any
real estate investment or other REIT-qualified investment without first offering
the opportunity to the Operating Partnership in the nanner specified in this
agreenent .
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The Conpany and Vornado Operating may enter into additional transactions in
the future. Because the Conpany and Vornado Operating share common senior
managenent and because a nejority of the Conpany's trustees also constitute the
majority of the directors of Vornado Operating, the terns of the foregoing
agreenents and any future agreenents between the Conpany and Vornado Operating
may not be conparable to those the Conpany could have negotiated with an
unaffiliated third party.

THERE MAY BE CONFLI CTS OF | NTEREST BETWEEN THE COMPANY AND ALEXANDER' S.

As of Decenber 31, 2002, the Conpany owned 33.1% of the outstanding conmon
stock of Al exander's. Alexander's is a REIT engaged in |easing, managing,
devel opi ng and redevel opi ng properties, focusing prinmarily on the |ocations
where its department stores operated before they ceased operations in 1992.
Al exander's has six properties. Interstate Properties, which is further
described above, owned an additional 27.5% of the outstanding common stock of
Al exander's as of Decenber 31, 2002. M. Roth, Chairman of the Board and Chief
Executive O ficer of the Conpany, is Chief Executive Oficer and a director of
Al exander's, and M. Fascitelli, President and a trustee of the Conpany, is
Presi dent and a director of Al exander's. Messrs. Mandel baum West and W ght,
trustees of the Conpany, are also directors of Alexander's. Al exander's conmmon
stock is listed on the New York Stock Exchange under the symbol "ALX "

At Decenber 31, 2002, the Operating Partnership had |oans receivable from
Al exander's of $119, 000,000 at an interest rate of 12.48% These |oans nature on
the earlier of January 3, 2006 or the date that Al exander's Lexington Avenue
construction loan is repaid in full. The Operating Partnership nanages, devel ops
and | eases the Al exander's properties under nmanagenent and devel opnent
agreenents and | easing agreenments under which the Operating Partnership receives
annual fees from Al exander's. These agreenents have a one-year termexpiring in
March of each year, except that the Lexington Avenue nmanagenent and devel opnent
agreenents have a termlasting until substantial conpletion of devel opment of
the Lexington Avenue property, and are all automatically renewable. Because the
Conpany and Al exander's share common seni or managenent and because a mgjority of
the trustees of the Conpany also constitute the majority of the directors of
Al exander's, the terns of the foregoing agreenents and any future agreenents
between the Conpany and Al exander's may not be conparable to those the Conpany
coul d have negotiated with an unaffiliated third party.

For a description of Interstate Properties' ownership of the Conpany,
Vornado Operating and Al exander's, see "--Steven Roth and Interstate Properties
may exercise substantial influence over the Conpany. They and sone of the
Conpany' s other trustees and officers have interests or positions in other
entities that may conpete with the Conpany" above.

ARCHSTONE- SM TH TRUST PROVI DES SERVI CES TO THE COVPANY UNDER AGREEMENTS
THAT WERE NOT NEGOTI ATED AT ARM S LENGTH.

The Conpany has agreements with Archstone-Smith Trust under which the
Conpany | eases office space to Archstone-Smith Trust and shares the cost of
certain office-related services with it that were not negotiated at arnis
l ength. These agreenments were entered into by Charles E. Smith Commercial Realty
in 1997, before the Conpany's January 1, 2002 acquisition of Charles E. Smth
Commercial Realty, at a tine when M. Smith and M. Kogod were in control of
both Charles E. Smith Commercial and the Charles E. Smth Residential Division
of Archstone-Smith. M. Smith and M. Kogod, who becane menbers of the Company's
board of trustees on January 1, 2002, are also trustees and sharehol ders of
Archstone-Smith Trust.

THE COVPANY' S ORGANI ZATI ONAL AND FI NANCI AL STRUCTURE G VES RI SE TO
OPERATI ONAL AND FI NANCI AL RI SKS.

THE COVPANY DEPENDS ON | TS DI RECT AND | NDI RECT SUBSI DI ARI ES' DI VI DENDS AND
DI STRI BUTI ONS, AND THESE SUBSI DI ARI ES' CREDI TORS AND PREFERRED SECURI TY HOLDERS



ARE ENTI TLED TO PAYMENT OF AMOUNTS PAYABLE TO THEM BY THE SUBSI DI ARI ES BEFORE
THE SUBSI DI ARI ES MAY PAY ANY DI VI DENDS OR DI STRI BUTI ONS TO THE COVPANY.

Substantially all of the Conpany's assets consist of its partnership
interests in the Operating Partnership. The Operating Partnership holds
substantially all of its properties and assets through subsidiaries. The
Operating Partnership therefore depends for substantially all of its cash flow
on cash distributions to it by its subsidiaries, and the Conpany in turn depends
for substantially all of its cash flow on cash distributions to it by the
Operating Partnership. The creditors of each of the Conpany's direct and
indirect subsidiaries are entitled to paynment of that subsidiary's obligations
to them when due and payable, before distributions nay be nmade by that
subsidiary to its equity holders. Thus, the Operating Partnership's ability to
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make distributions to holders of units depends on its subsidiaries' ability
first to satisfy their obligations to their creditors and then to make
distributions to the Operating Partnership. Likew se, the Conpany's ability to
pay dividends to hol ders of commpn and preferred shares depends on the Operating
Partnership's ability first to satisfy its obligations to its creditors and nake
distributions payable to holders of preferred units and then to make
distributions to the Conpany

Furthernmore, the holders of preferred units of the Operating Partnership
are entitled to receive preferred distributions before paynment of distributions
to holders of common units of the Operating Partnership, including the Conpany
Thus, the Conpany's ability to pay dividends to holders of its commpn shares
depends on the Operating Partnership's ability first to satisfy its obligations
to its creditors and make distributions payable to holders of preferred units
and then to make distributions to the Conpany. There are currently 17 series of
preferred units of the Operating Partnership not held by the Conpany that have
preference over its commopn shares. The total |iquidation value of these 17
series of preferred units is approximtely $1, 494,061, 000

In addition, the Conpany may participate in any distribution of the assets
of any of its direct or indirect subsidiaries upon the |iquidation
reorgani zation or insolvency of the subsidiary, only after the clainms of the
creditors, including trade creditors, and preferred security holders, if any, of
the subsidiary are satisfied

THE COVPANY HAS | NDEBTEDNESS, AND THI S | NDEBTEDNESS MAY | NCREASE

As of Decenber 31, 2002, the Conpany had approxi mately $4.966 billion in
total debt outstanding. The Conpany's ratio of total debt to total enterprise
val ue was 45% When we say "enterprise value" in the preceding sentence, we nean
mar ket equity value of the Conpany plus debt |ess cash. In the future, the
Conpany may incur additional debt, and thus increase its ratio of total debt to
total enterprise value, to finance acquisitions or property devel opnents

LOSS OF THE COVWPANY' S KEY PERSONNEL COULD HARM | TS OPERATI ONS,

The Conpany is dependent on the efforts of Steven Roth, the Chairman of the
Board of Trustees and Chief Executive Oficer of the Conpany, and M chael D.
Fascitelli, the President of the Conpany. \Wile the Conpany believes that it
could find replacenents for these key personnel, the loss of their services
could harmits operations

THE COVPANY M GHT FAIL TO QUALIFY OR REMAIN QUALIFIED AS A REIT

Al t hough the Conpany believes that it will remain organi zed and w |
continue to operate so as to qualify as a REIT for federal incone tax purposes
it mght fail to remain qualified in this way. Qualification as a REIT for
federal incone tax purposes is governed by highly technical and conpl ex
provisions of the Internal Revenue Code for which there are only limted
judicial or admi nistrative interpretations. The Conpany's qualification as a
REI T al so depends on various facts and circunstances that are not entirely
within its control. In addition, legislation, new regul ations, adm nistrative
interpretations or court decisions mght significantly change the tax laws with
respect to the requirenents for qualification as a REIT or the federal income
tax consequences of qualification as a REIT

If, with respect to any taxable year, the Conpany fails to maintain its
qualification as a REIT, it could not deduct distributions to shareholders in
conputing its taxable incone and would have to pay federal inconme tax on its
taxabl e income at regular corporate rates. The federal income tax payable woul d
include any applicable alternative mninumtax. |If the Conpany had to pay
federal incone tax, the ampunt of noney available to distribute to sharehol ders
woul d be reduced for the year or years involved, and the Conpany would no | onger
be required to distribute noney to shareholders. In addition, the Conpany would
al so be disqualified fromtreatnent as a REIT for the four taxable years
followi ng the year during which qualification was lost, unless it was entitled
to relief under the relevant statutory provisions. Although the Conpany
currently intends to operate in a manner designed to allowit to qualify as a
REI T, future economic, market, |egal, tax or other considerations nay cause it
to revoke the REIT el ection



THE COVPANY' S CHARTER DOCUMENTS AND APPLI CABLE LAW MAY HI NDER ANY
ATTEMPT TO ACQUI RE THE COVPANY

Generally, for the Conpany to mamintain its qualification as a REIT under
the Internal Revenue Code, not nore than 50%in value of the outstanding shares
of beneficial interest of the Conpany may be owned, directly or indirectly, by
five or fewer individuals at any time during the last half of the Conpany's
taxabl e year. The Internal Revenue Code defines "individuals" for purposes of
the requirenent described in the preceding sentence to include sonme types of
entities. Under the
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Conpany' s Arended and Restated Declaration of Trust, as anended, no person may
own nore than 6.7% of the outstanding common shares or 9.9% of the outstanding
preferred shares, with some exceptions for persons who held common shares in
excess of the 6.7%Ilinmt before the Conpany adopted the limt and other persons
approved by the Conpany's Board of Trustees. These restrictions on
transferability and ownership may del ay, deter or prevent a change in control of
the Conpany or other transaction that might involve a premumprice or otherw se
be in the best interest of the shareholders. W refer to the Conpany's Anended
and Restated Declaration of Trust, as anended, as the "declaration of trust."

The Conpany's Board of Trustees is divided into three classes of trustees
Trustees of each class are chosen for three-year staggered ternms. Staggered
terms of trustees may reduce the possibility of a tender offer or an attenpt to
change control of the Conpany, even though a tender offer or change in contro
m ght be in the best interest of the Conpany's sharehol ders

The Conpany's declaration of trust authorizes the Board of Trustees to
cause the Conpany to issue additional authorized but unissued common shares or
preferred shares; classify or reclassify, in one or nore series, any unissued
preferred shares; set the preferences, rights and other ternms of any classified
or reclassified shares that the Conpany issues; and increase, wthout
shar ehol der approval, the nunber of shares of beneficial interest that the
Conpany may issue

The Board of Trustees could establish a series of preferred shares whose
terns could delay, deter or prevent a change in control of the Conpany or other
transaction that mght involve a premiumprice or otherw se be in the best
interest of the Conpany's sharehol ders, although the Board of Trustees does not
now intend to establish a series of preferred shares of this kind. The Conpany's
decl aration of trust and bylaws contain other provisions that may del ay, deter
or prevent a change in control of the Conpany or other transaction that m ght
involve a premumprice or otherwise be in the best interest of the
shar ehol ders.

Under the Maryland General Corporation Law, as amended, which we refer to
as the "MGCL," as applicable to real estate investment trusts, certain "business
conbi nations," including certain mergers, consolidations, share exchanges and
asset transfers and certain issuances and reclassifications of equity
securities, between a Maryland real estate investnment trust and any person who
beneficially owns ten percent or nore of the voting power of the trust's shares
or an affiliate or an associate, as defined in the ML, of the trust who, at
any tinme within the two-year period before the date in question, was the
beneficial owner of ten percent or nore of the voting power of the then
out standi ng voting shares of beneficial interest of the trust, which we refer to
as an "interested shareholder,” or an affiliate of the interested sharehol der
are prohibited for five years after the nost recent date on which the interested
shar ehol der beconmes an interested sharehol der. After that five-year period, any
busi ness conbi nati on of these kinds nust be recommended by the board of trustees
of the trust and approved by the affirmative vote of at |least (a) 80% of the
votes entitled to be cast by holders of outstanding shares of beneficial
interest of the trust and (b) two-thirds of the votes entitled to be cast by
hol ders of voting shares of the trust other than shares held by the interested
sharehol der with whom or with whose affiliate, the business conmbination is to
be effected, unless, anong other conditions, the trust's comon sharehol ders
receive a minimnumprice, as defined in the ML, for their shares and the
consideration is received in cash or in the sane formas previously paid by the
interested shareholder for its common shares. The provisions of the MGCL do not
apply, however, to business conbinations that are approved or exenpted by the
board of trustees of the trust before the interested sharehol der beconmes an
interested shareholder, and a person is not an interested shareholder if the
board of trustees approved in advance the transaction by which the person
ot herwi se woul d have beconme an interested shareholder. In approving a
transaction, the board may provide that its approval is subject to conpliance
at or after the time of approval, with any ternms and conditions determ ned by
the board. The Conpany's board has adopted a resolution exenpting any business
combi nati on between any trustee or officer of the Conpany, or their affiliates
and the Conpany. As a result, the trustees and officers of the Conpany and their
affiliates may be able to enter into business conbinations with the Conpany
which may not be in the best interest of shareholders. Wth respect to business
conbi nations with other persons, the business conbination provisions of the MGCL
may have the effect of delaying, deferring or preventing a change in control of
the Conpany or other transaction that mght involve a prem umprice or otherw se
be in the best interest of the shareholders. The business conbination statute
may di scourage others fromtrying to acquire control of the Conpany and increase



the difficulty of consummating any offer.
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THE NUMBER OF SHARES OF THE COMPANY AND THE MARKET FOR THOSE SHARES G VE
RI SE TO VARI QUS RI SKS.

THE COVPANY HAS MANY SHARES AVAI LABLE FOR FUTURE SALE, WHI CH COULD HURT THE
MARKET PRI CE OF | TS SHARES.

As of February 3, 2003, 31,876,821 Conpany conmon shares were reserved for
i ssuance upon redenption of Operating Partnership units. Sone of these shares
may be sold in the public market after registration under the Securities Act
under registration rights agreenents between the Conpany and sone hol ders of
units of the Operating Partnership. These shares may al so be sold in the public
mar ket under Rul e 144 under the Securities Act or other avail able exenptions
fromregistration. In addition, the Conpany has reserved a nunber of common
shares for issuance under its enployee benefit plans, and these common shares
will be available for sale fromtine to tine. The Conpany has awarded shares of
restricted stock and granted options to purchase additional compn shares to
sone of its executive officers and enpl oyees. The Conpany cannot predict the
effect that future sales of its common shares, or the perception that sal es of
comon shares could occur, will have on the narket prices for its comon shares

CHANGES | N MARKET CONDI TI ONS COULD HURT THE MARKET PRI CE OF THE COVPANY' S
SHARES.

The val ue of the Conpany's shares depends on various market conditions
which may change fromtinme to time. Anpng the market conditions that may affect
the value of the Conpany's shares are the follow ng: the extent of institutiona
investor interest in the Conpany; the reputation of REITs generally and the
attractiveness of their equity securities in conparison to other equity
securities, including securities issued by other real estate conpanies, and
fixed incone securities (including in connection wi th any possible change in the
taxation of dividends, as discussed bel ow); the Conpany's financial condition
and performance; and general financial market conditions

In particular, the President of the United States has proposed severa
changes to the taxation of dividends, including an exclusion of certain
di vidends from taxable incone. While numerous changes to the proposal, including
its withdrawal, may occur before the proposal is enacted into law, it is likely
that nmost, if not all, dividends paid by REITs will not qualify for the proposed
exclusion and therefore will continue to be treated as taxable inconme. This my
adversely affect equity securities of REITs as conpared to equity securities of
ot her issuers

In addition, the stock market in recent years has experienced extrene price
and vol ume fluctuations that have often been unrel ated or disproportionate to
the operating performance of conpanies

I NCREASED MARKET | NTEREST RATES MAY HURT THE VALUE OF THE COMPANY' S
SHARES.

The Conpany believes that investors consider the distribution rate on REIT
shares, expressed as a percentage of the price of the shares, relative to market
interest rates as an inportant factor in deciding whether to buy or sell the
shares. |If market interest rates go up, prospective purchasers of REIT shares
may expect a higher distribution rate. Higher interest rates would not, however
result in nmore funds for the Conpany to distribute and, in fact, would likely
increase its borrowing costs and m ght decrease its funds available for
distribution. Thus, higher market interest rates could cause the market price of
the Conpany's shares to decline
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| TEM 2. PROPERTI ES

The Conpany currently owns, directly or indirectly, O fice properties
Retai|l properties, Merchandise Mart properties and Tenperature Controlled
Logi stics refrigerated warehouses. The Conpany al so owns or has investnments in
Al exander's, Hotel Pennsylvania, The Newkirk Master Limted Partnership, and dry
war ehouses and i ndustrial buildings.

OFFI CE SEGVENT

The Conpany currently owns all or a portion of 74 office properties
containing approxinately 27.7 mllion square feet. Of these properties, 21
contain 14.3 million square feet and are |located in the New York City
metropolitan area (primarily Manhattan) (the "New York City Office Properties")
and 53 contain 13.4 million square feet and are located in the Washington, D.C.
and Northern Virginia area (the "CESCR Office Properties"). Prior to January 1
2002, the Conpany owned a 34%interest in CESCR. On January 1, 2002, the Conpany
acquired the remai ning 66% i nterest

The follow ng data on pages 25 to 28 covers the New York City Ofice
Properties. The CESCR Office Properties are described on pages 29 to 32



NEW YORK CI TY OFFI CE PROPERTI ES:

The New York City Office Properties contain: (i) 13,164,000 square feet of
of fice space, (ii) 805,000 square feet of retail space and (iii) 332,000 square
feet of garage space (6 garages).

The following table sets forth the percentage of the New York City O fice
Properties 2002 revenue by tenants' industry:

I ndustry Per cent age
Retail...................... 10%
Publishing.................. 9%
Government.................. 6%
Medi a and Entertainment..... 6%
Legal ......... i 6%
Insurance................... 5%
Technology. ................. 5%
Finance..................... 4%
Pharmaceuticals............. 4%
Service Contractors......... 4%
Apparel .......... ... 3%
Not-for-Profit.............. 3%
Advertising................. 3%
Bank Branches............... 3%
aher..... ... . . 29%
100%

The Conpany's New York City Ofice property |lease terns generally range
fromfive to seven years for smaller tenant spaces to as |long as 20 years for
maj or tenants. Leases typically provide for step-ups in rent periodically over
the termof the |ease and pass through to tenants the tenant's share of
increases in real estate taxes and operating expenses over a base year.

El ectricity is provided to tenants on a subnetered basis or included in rent
based on surveys and adjusted for subsequent utility rate increases. Leases also
typically provide for tenant inprovenent allowances for all or a portion of the
tenant's initial construction costs of its prem ses.

No tenant in the New York City office segnent accounted for nore than 10%
of the Conpany's total revenue. Below is a listing of tenants which accounted
for 2% or nore of the New York City Office Properties revenues in 2002:

Percentage of New
York City Ofice Per cent age

Squar e Feet 2002 Properties of Tot al

Tenant Leased Revenues Revenues Revenues

VNU INC. .o 515, 000 $ 18, 750, 000 3. 4% 1.3%

The McGraw-Hi || Conpanies, Inc......... 518, 000 18, 714, 000 3.3% 1.3%

Sterling Wnthrop, Inc................. 429, 000 18, 453, 000 3.3% 1.3%
Madi son Square Garden L. P./Rai nbow

Media Holdings, Inc.................. 283, 000 14,442,000 2. 6% 1.0%
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The followi ng tables set forth | ease expirations for the office and retail
portions of the New York City Office Properties as of Decenmber 31, 2002, for
each of the next 10 years assuming that none of the tenants exercise their
renewal options.

OFFI CE SPACE:

Annual Escal at ed

Percent age of Total Rent of Expiring Leases
Nunber of Squar e Feet of Leased = = e
Year Expiring Leases Expiring Leases Squar e Feet Tot al Per Square Foot
2003, ... 151 565, 000 4. 7% $ 20,581, 000 $ 36. 44
2004, . ... 111 780, 000 6.5% 26,916, 000 34.49
2005. . . 104 625, 000 5.2% 24,813,000 39.69
2006. ... 79 1,138, 000 9.5% 39, 291, 000 34.51
2007. ..o 73 849, 000 7.1% 32,963,000 38.84
2008. .. ... 46 1,175, 000(1) 9. 8% 40, 757, 000 34.69



2009. ... 44 580, 000 4. 8% 21, 980, 000 37.91

2010. ... . 37 1, 328, 000 11. 1% 48, 394, 000 36. 45
2011, ... 21 926, 000 7.7% 44,851, 000 48. 43
2012, ... 17 849, 000 7.1% 27,112,000 31.95

(1) Excludes 492,000 square feet at 909 Third Avenue |leased to the U S. Post
O fice. The annual escalated rent is $3,533,000 or $7.18 per square foot.
The U.S. Post Ofice has 6 five-year renewal options rengining.

RETAI L SPACE:

Annual Escal at ed

Percent age of Total Rent of Expiring Leases
Nunber of Squar e Feet of Leased = = semeeeee e
Year Expiring Leases Expiring Leases Squar e Feet Tot al Per Square Foot
2003, ... 17 56, 000 7.2% $ 4, 440, 000 $ 78.80
2004. ... 9 55, 000 7.0% 6, 448, 000 117.77
2005, . .o 6 30, 000 3.8% 2,119, 000 70. 47
2006. . ... 11 62, 000 7.8% 2,849, 000 46. 30
2007. ..o 4 10, 000 1.2% 985, 000 100. 65
2008. ..o 10 32, 000 4. 0% 1, 600, 000 50. 60
2009. ... 7 23,000 2. 9% 1, 465, 000 64.70
2010, ... 6 14, 000 1.7% 2,249, 000 164. 15
2011, .. 3 9, 000 1.1% 607, 000 69. 11
2012, ..o 4 32,000 4. 0% 951, 000 30.05

The following table sets forth the occupancy rate and the average annual
escal ated rent per square foot for the New York City Office properties at the
end of each of the past five years.

Aver age Annual

As of Rent abl e Escal at ed Rent
Decenber 31, Squar e Feet Occupancy Rate Per Square Foot
2002. ... .. 14, 304, 000 95. 9% $ 37.36
2001. ... 14,300, 000 97. 4% 35.53
2000. .. ... 14, 396, 000 96. 3% 32.18
1999. ... ...l 14, 028, 000 89. 8% 30. 16
1998. . ... 12, 437,000 91. 0% 28.14
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During 2002, 609, 000 square feet of New York City office space was | eased
at a weighted average initial rent per square foot of $44.70. The Conpany's
ownership interest in the | eased square footage is 579,000 square feet at a
wei ghted average initial rent per square foot of $44.82, a 30.0%increase over
the wei ghted average escal ated rent per square foot of $34.11 for the expiring
| eases. Following is the detail by building:

2002 Leases

Average Initial
Rent Per Square

Locati on Squar e Feet Foot (1)
One Penn Plaza...................... 151, 000 $ 48. 73
Two Penn Plaza...................... 87,000 44. 27
150 East 58th Street................ 58, 000 46. 77
595 Madison Avenue.................. 54, 000 54. 06
40 Fulton Street.................... 51, 000 30. 00
El even Penn Plaza................... 40, 000 41. 93
888 Seventh Avenue.................. 40, 000 52.12
20 Broad Street (60%............... 34, 000 28. 39
90 Park Avenue...................... 32,000 50. 22
866 UN Plaza........................ 31, 000 40. 28
330 Madison Avenue (25%............ 21, 000 52.76
Paramus. . ......... ... . .. 10, 000 17. 47

Total ..o 609, 000 44.70



(1) Most leases include periodic step-ups in rent, which are not
reflected in the initial rent per square foot |eased.

In addition to the office space noted above, the Conpany |eased 48, 000
square feet of retail space at a weighted average initial rent of $112.01 per
square foot. Further, the Conpany |eased 140,000 square feet of garage space at
a wei ghted average initial rent per square foot of $19.02.
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New York City Office Properties

The following table sets forth the New York City O fice Properties owned by
the Conpany as of Decenber 31, 2002:

APPROXI MATE
LEASABLE
BUI LDI NG SQUARE PERCENT ENCUMBRANCES
LOCATI ON FEET LEASED (1'N THOUSANDS) ( 2)
NEW YORK ( Manhat t an)
One Penn Plaza (1)....... ... 2,509, 000 96. 7% $ 275, 000
Two Penn Plaza.............. .. ..., 1, 525, 000 95. 4% 154, 669
909 Third Avenue (1)............coun... 1, 305, 000 96. 2% 105, 837
770 BroadWay. . ... ..ottt 1, 046, 000 99. 6% 83, 314
Eleven Penn Plaza........................ 1, 024, 000 97. 0% 50, 383
Two Park Avenue................c.uviiun... 964, 000 98. 6% - -
90 Park Avenue...............iiiii.. 890, 000 92. 9% --
888 Seventh Avenue (1)................... 877, 000 92. 1% 105, 000
330 West 34th Street (1)................. 637, 000 99. 9% --
1740 Broadway. . ... ...iiinit i 567, 000 99. 8% --
150 East 58th Street (1)................. 559, 000 88. 8% --
866 United Nations Plaza................. 391, 000 98. 1% 33, 000
595 Madison (Fuller Building)............ 305, 000 91. 4% 70, 345
640 Fifth Avenue......................... 268, 000 99. 4% 3) --
40 Fulton Street............coouiiiiinnnn. 238, 000 85. 4% --
689 Fifth Avenue................ .. ....... 89, 000 74. 3% --
7 West 34th Street.............. .. ... . ... 424,000 100. 0% --
330 Madi son Avenue (25% Interest)........ 784, 000 88. 8% 60, 000
20 Broad Street (60% Interest) (1)....... 466, 000 93. 6% --
825 Seventh Avenue (50% Interest)........ 165, 000 100. 0% 23, 315
NEW JERSEY
Paramus (1)....... .. 128, 000 91. 7% --
TOTAL OFFICE BULDINGS. . ......... ... ... 15, 161, 000 95. 6% $ 960, 863
VORNADO S OWNERSHI P INTEREST. . . .............. 14, 304, 000 95. 9% $ 904, 206

(1) These properties are 100% ground | eased with the exception
of 150 East 58th Street where less than 10%is ground | eased.
(2) See Note 6 to the consolidated financial statenments in
this annual report on Form 10-K for further details.
(3) Excludes portion of the building under devel opnent.
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CHARLES E. SM TH COMMERCI AL REALTY (" CESCR') OFFI CE PROPERTI ES:

CESCR owns 53 office buildings in the Washington D.C. and Northern Virginia
area containing 13.4 mllion square feet. As of Decenber 31, 2002, 45 percent of
CESCR s property portfolio is |eased to various agencies of the U S. governnent
(General Services Administration "GSA").

CESCR office | eases are typically for three to five year terms, and may
provide for extension options at either pre-negotiated or market rates. Most
| eases provide for annual rental escal ations throughout the |lease term plus
recovery of increases in real estate taxes and certain property operating
expenses. Annual rental escal ations are typically based upon either fixed
percent age increases or the consuner price index. Leases also typically provide
for tenant inprovenent allowances for all or a portion of the tenant's initial
construction costs of its prem ses.

The following table sets forth the percentage of CESCR s Office properties
2002 revenue by tenants' industry:



I ndustry Per cent age

United States Government ("GSA").......... 39%
Government Contractors.................... 26%
Transportation............................ 6%
Communication. .......... ...y 4%
Legal ... 4%
Retail..... ... 4%
Business Services...............ouuiiiinn.. 4%
Real Estate............... .. ... 2%
Trade Associations................ccvvuu... 2%
Printing/Publishing....................... 1%
Health Services........... .. ... .. ...... 1%
O her. .. 7%

100%

Below is a listing of tenants which accounted for 2% or nore of the CESCR
O fice properties revenues during 2002:

Per cent age of

CESCR Office Per cent age
Squar e Feet 2002 Properties of Total
Tenant Leased Revenues Revenues Revenues
GSA (115 separate leases)................... 5,934, 000 $ 164, 009, 000 39. 0% 11. 4%
Sci ence Applications International Corp..... 411, 000 12,175, 000 2.9% . 8%
US Airways, Inc (1)........cuiuniiioaa... 296, 000 10, 721, 000 2.5% . T%

(1) On August 11, 2002, US Airways filed for protection under Chapter 11
of the U S. Bankruptcy Code. Effective January 1, 2003, the Conpany
agreed to anend its lease with US Airways at Crystal City to (i)
reduce the tenant's space by 90,732 square feet to 205,600 square feet
(ii) reduce the annual escalated rent from $36.00 to $29.75 per square
foot with 2.5% annual base rent escalations, (iii) provide the tenant
with up to $1, 200,000 of tenant allowances and (iv) |oan the tenant up
to $1, 000,000 at 9% per annum for additional tenant inprovenents which
is to be repaid over the lease term This |ease nodification is
subject to a confirmed plan of reorganizati on by the Bankruptcy Court.
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The following table sets forth as of Decenber 31, 2002 CESCR | ease
expirations for each of the next 10 years, assum ng that none of the
tenants exercise their renewal options.

Annual Escal at ed

Percent age of Total Rent of Expiring Leases
Nunber of Squar e Feet of Leased = = 0 e

Year Expiring Leases Expiring Leases Squar e Feet Tot al Per Square Foot
2003, .. 385 2,868, 000(1) 22. 9% $ 85, 531, 000 $ 29.82
2004. ... 223 3, 147, 000 25.1% 88, 487, 000 28.12
2005. . ... 166 1, 594, 000 12. 7% 46, 441, 000 29.14
2006. . ... 117 1, 290, 000 10. 3% 40, 171, 000 31.15
2007. ..o 96 783, 000 6.2% 23,339, 000 29.81
2008. . ... 33 577, 000 4. 6% 19, 218, 000 33.29
2009. .. ... 35 495, 000 3. 9% 12, 258, 000 24.78
2010, ..o 30 264, 000 2.1% 8, 259, 000 31.28
2011, ... 39 869, 000 6. 9% 25,559, 000 29. 40
2012, .. 21 500, 000 4. 0% 16, 101, 000 32.23

(1) O the square feet expiring in 2003, 626,000 square feet has been renewed
or is currently in negotiations to be renewed.

Included in the above table are U S. Patent and Trademark Office | eases
expiring from 2003 t hrough 2006 as follows: 139,000 square feet in 2003,
1,179,000 square feet in 2004, 513,000 square feet in 2005 and 107,000 square
feet in 2006. The U.S. Patent and Trademark Office is scheduled to relocate its
of fices beginning in the second half of 2004. The Conpany expects that all
| eases expiring prior to March 2004 will be extended or renewed to 2004 or 2005.

The following table sets forth the occupancy rate and the average annual



escal ated rent per square foot for the CESCR properties at the end of each of
the past five years:

Aver age Annual

As of Rent abl e Escal ated Rent
Decenber 31, Squar e Feet Cccupancy Rate Per Square Foot
2002, .. ... 13, 395, 000 93. 6% $ 29.38
2001, . ..o 12, 899, 000 94. 8% 28.59
2000, . ..o 12, 495, 000 97. 9% 27.38
1999. ... ... 10, 657, 000 98. 6% 26. 46
1998. .. ... 10, 657, 000 97. 8% 25.22
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During 2002, CESCR |eased 2,025,047 square feet of space at a weighted
average initial rent per square foot of $31.29, a 5.5%increase over the
wei ght ed average escal ated rent per square foot of $29.66 for the expiring
l eases. Following is the detail by building and/or conpl ex:

Average Initial Rent

Locati on Squar e Feet Per Square Foot (1)
1101 17th Street................. 16, 610 $ 34.72
1730 M Street......... ... ... ... .. 20, 675 31.18
1140 Connecticut Avenue.......... 45, 694 33.14
1150 17th Street................. 76, 383 35.24
Crystal Mall..................... 430 24,23
Crystal Plaza.................... 82, 624 29. 38
Crystal Square................... 308, 229 32.81
Crystal Gateway.................. 213, 541 31.84
Crystal Park..................... 662, 464 32.58
1919 South Eads Street........... 7,904 32.27
Skylines........ ..., 247, 566 25. 60
Arlington Plaza.................. 8,731 23.53
Denocracy Plaza.................. 70, 896 33. 60
Courthouse Plaza................. 239, 683 29.91
Reston Executive................. 1,677 26. 35
Tysons Dulles.................... 5,749 27. 27
Commerce Executive............... 9,061 26. 69
Fairfax Square (20% interest).... 7,130 27. 86
2,025, 047 31. 29

(1) Most leases include periodic step-ups in rent which are not
reflected in the initial rent per square foot |eased.

The above table excludes 317,000 square feet |eased at an average initial
rent of $29.21 that was vacant at the time of the Conpany's acquisition of CESCR
or had been vacant for nore than 9 nonths.

CESCR manages an additional 5.1 nmillion square feet of office and other
comerci al properties in the Washington, D.C. area for third parties.
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CESCR O fice Properties

The following table sets forth the CESCR Office Properties as of Decenber
31, 2002:

APPROXI MATE
LEASABLE
NUMBER OF BUI LDI NG SQUARE PERCENT
Locat i on/ Conpl ex BUI LDI NGS FEET LEASED
Crystal Mall...................... 4 1, 066, 000 98. 9%
Crystal Plaza..................... 7 1, 226, 000 99. 2%
Crystal Square.................... 4 1, 386, 000 97. 9%

Crystal Gateway................... 5 1, 443, 000 94. 4%

ENCUMBRANCES
(I'N THOUSANDS) ( 2)

$ 65, 877
70, 356
195, 048

208, 118



Crystal Park...................... 5 2,160, 000

Arlington Plaza................... 1 173, 000
1919 S. Eads Street............... 1 96, 000
Skyline Place..................... 7 2,016, 000
One Skyline Tower................. 1 476, 000
Courthouse Plaza (1).............. 2 615, 000
1101 17th Street.................. 1 205, 000
1730 M Street (1)................. 1 189, 000
1140 Connecticut Avenue........... 1 175, 000
1150 17th Street.................. 1 225, 000
1750 Pennsyl vania Avenue.......... 1 262, 000
Denpocracy Plaza | (1)............. 1 207, 000
Tysons Dulles..................... 3 473, 000
Commerce Executive................ 3 413, 000
Reston Executive.................. 3 484, 000
Fairfax Square (20%interest)..... 1 105, 000

TOTAL OFFI CE BUI LDI NGS
(VORNADO S I NTEREST) . .......... 53 13, 395, 000

NOTES:

(1) These properties are 100% ground | eased.

(2) See note 6 to the consolidated financial statements in this annual
report on Form 10-K for further details
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RETAI L SEGVENT

The Conpany owns 62 retail properties of which 51 are strip shopping
centers primarily located in the Northeast and Md-Atlantic states, two are
regional malls located in San Juan, Puerto Rico, two are super-regional nalls
located in Nassau County, Long Island, New York and in Monnmouth County, New
Jersey and seven are retail sites located in Manhattan. The Conpany's strip
shopping centers and malls are generally |ocated on nejor regional highways in
mature, densely popul ated areas. The Conpany believes these properties attract
consuners froma regional, rather than a nei ghborhood market place because of
their location on regional highways.

The Conpany's strip shopping centers which contain an aggregate of 9.3
mllion square feet, are substantially (over 80% |eased to |arge stores (over
20,000 square feet). Tenants include destination retailers such as discount
department stores, supermarkets, hone inprovenent stores, discount apparel
stores, menbership warehouse clubs and "category killers." Category killers are
| arge stores which offer a conplete selection of a category of itens (e.g.,
toys, office supplies, etc.) at low prices, often in a warehouse format. Tenants
typically offer basic consuner necessities such as food, health and beauty aids,
noderately priced clothing, building materials and home inprovenent supplies,
and conpete primarily on the basis of price.

The Conpany's two regional malls are the Montehiedra Mall which contains
554,000 square feet and is anchored by Hone Depot, Kmart and Marshalls and the
Las Catalinas Mall which contains 354,000 square feet and is anchored by Knart
and Sears, which owns its store. On Septenber 23, 2002, the Conpany increased
its interest in the Las Catalinas Mall to 100% by acquiring the 50% of the mall
and the 25% of Kmart's anchor store it did not already own.

The Green Acres Mall is a 1.6 million square foot super-regional mall
located in Long Island, New York. The Green Acres Mall is anchored by four major
department stores: three of which, Sears, Roebuck and Co., J.C. Penney Conpany,
Inc. and Federated Departnent Stores, Inc. ("Federated") doing business as
Macy's, are operating and the fourth, also | eased to Federated (previously
occupied by Stern's), is currently dark, however, Federated continues to pay the
rent. The conplex also includes The Plaza at Green Acres, a 188,000 square foot
strip shopping center which is anchored by National Whol esal e Liquidators. The
Conpany has entered into a |l ease with Wal-Mart for the other anchor store at the
Pl aza, which is subject to governnental approvals.
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17,012
20, 153
32,904
49, 794
27, 640
69, 507
53, 307
73, 844
13,780

$ 1,517,527




The Monmouth Mall, located in Eatontown, New Jersey was acquired on Cctober
10, 2002, by a joint venture in which the Conpany has a 50%interest. The mall
is a super regional mall containing 1.5 mllion square feet and anchored by four
departnent store tenants (Macy's, Lord & Taylor, J.C. Penney's and Boscovs),
three of which own 731,000 square feet of the 1.5 million square feet.

The following table sets forth the percentage of the Retail Portfolio 2002
rentals by type of retailer:

I ndustry Per cent age

Di scount Department Stores........ 11%
Supermarkets...................... 7%
Home Inprovement.................. 7%
Famly Apparel .................... 6%
El ectronics stores................ 4%
Restaurants....................... 4%
Wonen's Apparel ................... 3%
Qher.................. 58%

100%

The Manhattan retail sites include six operating properties containing
127,000 square feet, including 43,000 square feet of new retail space at 435
Seventh Avenue | eased to Hennes & Mauritz. The seventh property, 4 Union Square
South, is currently under devel opnent.
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The following tables set forth the occupancy rate and the average annual
base rent per square foot for the retail properties at the end of each of the

past five years.

STRI P SHOPPI NG CENTERS:

Aver age Annual

Rent abl e Base Rent
As of Decenber 31, Squar e Feet Cccupancy Rate Per Square Foot
2002. ... 9, 295, 000 85. 7% $ 11.11
2001....... ... .. 9, 008, 000 89. 0% 10. 60
2000. . ... ... 9, 000, 000 91. 1% 10. 72
1999. ... . ... .. 8,212,000 91. 0% 10. 20
1998. ... ... ... ... 8, 332, 000 91. 1% 9.87

REGI ONAL AND SUPER REG ONAL MALLS:

Aver age Annual Base Rent
Per Square Foot

Rent abl e
As of Decenber 31, Squar e Feet Cccupancy Rate Mal | Tenants Tot al
2002, . ... 2,875, 000 95. 4% $ 27.79 $ 17.15
2001.............. 2,293, 000 98. 7% 34.04 16. 02
2000. . ... 2,293, 000 95. 5% 32.05 14. 84
1999. ... 2,293,000 95. 5% 31.66 14.50
1998. ... ... 2,293,000 95. 2% 29. 40 13.90

The aggregate occupancy rate for the 12.5 mllion square feet of retail
properties at Decenmber 31, 2002 is 88.3% The occupancy rate includes |eases for
490, 000 square feet at five locations (4% which have not comenced at Decenber
31, 2002. Three of these |ocations aggregating 268,000 square feet are ground
|l eased to Lowe's which plans to denolish the existing buildings and construct
its own stores at the sites and two | ocations containing 223,000 square feet are
|l eased to Wal-Mart, which plans to denolish an existing building and construct
its own store at one of the sites and occupy the existing store at the other
site. Al of these redevel opnent projects are subject to governnental approvals
and in sonme cases, the relocation of existing tenants.

The Conpany's shopping center |lease ternms range fromb5 years or less in
sone instances for smaller tenant spaces to as long as 25 years for mmjor
tenants. Leases generally provide for additional rents based on a percentage of
tenants' sales and pass through to tenants of the tenants' share of all conmmon



area charges (including roof and structure in strip shopping centers, unless it
is the tenant's direct responsibility), real estate taxes and insurance costs
and certain capital expenditures. Percentage rent accounted for |ess than 1% of
total shopping center revenues in 2002. None of the tenants in the Retail
Segrment accounted for nore than 10% of the Conpany's total revenues.

Below is a listing of tenants which accounted for 2% or nore of the Retail
property revenues in 2002:

Per cent age of

Squar e Feet 2002 Retai|l Properties

Tenant Leased Revenues Revenues
Stop & Shop Conpanies, |nc.

(Stop & ShOP) .« oo v v 981, 000 $ 12,772,000 9. 7%
The Home Depot, Inc....................... 630, 000 6, 987, 000 5.3%
The TJX Conpanies, Inc.................... 414, 000 5, 288, 000 4. 0%
Kohl's. .. 697, 000 4,250, 000 3.2%
Wal -Mart/ Samls Wholesale.................. 959, 000 3, 593, 000 2. 7%
Staples, InNC......... i 222,000 3,427,000 2.6%
Shop Rite. ... ... 381, 000 3, 329, 000 2.5%
Toys "R'" Us/Kids "R" Us................... 287, 000 2,697, 000 2.1%
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FORMER BRADLEES LOCATI ONS:

The Conpany previously | eased 18 |ocations to Bradl ees which closed all of
its stores in February 2001. The | eases for four former Bradl ees |ocations were
assigned by Bradlees to other retailers. The Conpany has re-|eased nine of the
other former Bradlees locations; three to Kohl's, two each to Lowe's and Haynes
Furniture, and one each to Honme Depot and WAl -Mart. Lowe's and Wal-Mart will
denol i sh the existing properties and construct their own stores, subject to the
recei pt of various governnental approvals and the relocation of existing
tenants. Of the renmining five locations which are currently vacant, two of the
| eases are guaranteed and the rent is being paid by Stop & Shop, a wholly-owned
subsi diary of KoninKlijke Ahold NV (formerly Royal Ahold NV), an international
food retailer. Stop & Shop renmins contingently liable for rent at a nunber of
the former Bradlees |ocations for the termof the Bradl ees | eases.

Property rentals for the year ended Decenber 31, 2002, include $5, 000, 000
of additional rent which, effective Decenber 31, 2002, was re-allocated to the
fornmer Bradlees |locations in Marlton, Turnersville, Bensalemand Broonall and is
payabl e by Stop & Shop, pursuant to the Master Agreenent and Guaranty dated
May 1, 1992. This ampbunt is in addition to all other rent guaranteed at the
fornmer Bradlees |ocations. On January 8, 2003, Stop & Shop filed a conplaint
with the United States District Court claimng the Conpany has no right to
real l ocate and therefore continue to collect the $5,000, 000 of annual rent
from Stop & Shop because of the expiration of the East Brunswi ck, Jersey
City, Mddletown, Union and Wodbridge | eases to which the $5,000, 000 of
additional rent was previously allocated. The additional rent provision of
the guaranty expires at the earliest in 2012. The Conpany intends to
vi gorously contest Stop & Shop's position.

I'n February 2003, Koninklijke Ahold NV, parent of Stop & Shop, announced
that it overstated its 2002 and 2001 earnings by at |east $500 nmillion and is
under investigation by the U S. Justice Departnent and Securities and Exchange
Commi ssi on. The Conpany cannot predict what effect, if any, this situation may
have on Stop & Shop's ability to satisfy its obligation under the Bradl ees
guarantees and rent for existing Stop & Shop |eases aggregating approxinately
$10.5 nillion per annum

The following table sets forth as of December 31, 2002 | ease expirations
for each of the next 10 years assumi ng that none of the tenants exercise their
renewal options.

Perce
Tot al

Annual Rent of
Expiring Leases

nt age of
Revenues

. 9%
. 5%
. 4%
. 3%
. 3%
. 2%
. 2%
. 2%

Nunber of Squar e Feet Percentage of ------------iiiiii oo

Expiring of Expiring Total Leased
Year Leases Leases Square Feet Tot al
2003. ... .. 104 492, 000 4. 7% $ 9, 050, 000
2004. . ... 88 650, 000 6.2% 9, 798, 000
2005. .. ... 120 568, 000 5.4% 11, 224, 000
2006. .. ... 84 873, 000 8. 4% 7,583, 000
2007. ..o 117 867, 000 8.3% 11, 388, 000
2008. ... ... 58 469, 000 4.5% 6, 225, 000
2009.......... L 51 409, 000 3. 9% 6,176, 000
2010, ... 31 381, 000 3. 7% 4,781, 000



2011. ... 33 712,000 6. 8% 5,082, 000
2012, ... 14 350, 000 3.4% 3, 254, 000
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During 2002, approxi mately 902,000 square feet of retail space was |eased
at a weighted average rent per square foot of $13.58, a 33.8%increase over the
wei ghted average rent per square foot of $10.15 for the expiring | eases and
1,117,000 square feet of land was ground |l eased to retailers at a weighted
average rent per square foot of $6.69. Following is the detail by property:

2002 Leases

Aver age
Initial Rent
Squar e Per Square
Locati on Feet Foot (1)
Space Leases:
Valley Stream ...................... 171, 000 $ 21.49
East Brunswick...................... 142, 000 14.00
Hackensack............ ... ... ... ..... 115, 000 16. 14
Levittown............... ... .. ....... 105, 000 6.10
Mddletown. ......................... 101, 000 10. 29
Turnersville........................ 89, 000 6.10
Dundal k. ...... ... .. . ... ... . ... ... .. 40, 000 6. 09
Manal apan. . .............. ... ... ... .. 38, 000 14. 50
Hanover Conrans..................... 36, 000 18. 26
Newi ngton. . .............. . ... 19, 000 12.25
Bricktown........................... 16, 000 17.10
East Hanover........................ 10, 000 9. 96
Mrris Plains....................... 7,000 25.57
North Bergen........................ 3, 000 31.10
TOWSON. . .ot 3, 000 24.00
Allentown. .............. .. ... ....... 3, 000 17.50
North Plainfield.................... 2,000 15.50
Cherry Hll............ .. ... .. .... 2,000 12.73
Total ........... ... ... . 13.58
Land Leases:
Rochester........ .. .. ... .. ... ....... 205, 000 3.08
Lancaster.............. .. ... ..., 170, 000 2.50
Jersey City (2). ..., 170, 000 7.54
DOVEr (2) .ttt 169, 000 7.67
union (2).........v i 159, 000 15. 15
Newi ngton......... ... ... ... 132, 000 4.92
Chicopee (2).... ... 112, 000 6.93
1,117,000 6. 69
(1) Mbst leases include periodic step-ups in rent, which are not reflected
inthe initial rent per square foot |eased.
(2) Lowe's will demplish the existing buildings and construct its own
buildings in Jersey City, Dover and Union and Wal-Mart will denolish
the existing building and construct its own building in Chicopee.
These | eases are expected to commence within the next 12 to 24 nonths
upon recei pt of various governnmental approvals, and the relocation of
exi sting tenants.
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Retai|l Properties
The following table sets forth the Retail Properties as of Decenmber 31,
2002:
APPROXI MATE LEASABLE BUI LDI NG
SQUARE FOOTAGE
OWNED BY
OWNED/ TENANT ON LAND
LEASED BY LEASED FROM PERCENT ENCUVBRANCES
LOCATI ON COVPANY COVPANY LEASED (I'N THOUSANDS) ( 2)

NEW JERSEY



Bordentown................ 179, 000 -- 95. 0% $ 8,111

Bricktown................. 260, 000 3,000 95. 7% 16, 390
Cherry Hill............... 231, 000 64, 000 70. 6% 15, 075
Delran.................... 169, 000 3,000 100. 0% 6,461
DOVEr. ... 173, 000 -- 98. 7% 7, 388
East Brunswick............ 221, 000 10, 000 100. 0% 22,887
East Hanover |............ 271, 000 - - 97. 6% 20,579
East Hanover I1l........... 77,000 -- 99. 2% 6, 860
Hackensack................ 209, 000 60, 000 100. 0% 25, 144
Jersey City............... 222,000 3,000 95. 7% 19, 249
Kearny.................... 40, 000 66, 000 100. 0% 3,758
Lawnside.................. 142, 000 3,000 100. 0% 10, 651
Lodi..ovvvv 171, 000 -- 100. 0% 9, 439
Manal apan................. 196, 000 2,000 57.2% 12,597
Marlton................... 174, 000 7,000 86. 6% 12,249
Mddletown................ 180, 000 52, 000 91. 9% 16, 535
Monmout h Mal | (50%

interest).............. 743, 000 -- 96. 3% 135, 000
Morris Plains............. 176, 000 1, 000 100. 0% 12,104
North Bergen.............. 7,000 55, 000 100. 0% 3,985
North Plainfield (1)...... 219, 000 -- 89. 9% 10, 942
Totowa. .. ... 178, 000 139, 000 100. 0% 29, 694
Turnersville.............. 89, 000 7,000 100. 0% 4,108
Union..................... 263, 000 -- 82. 6% 33,722
Vineland.................. 143, 000 5.6% --
Watchung.................. 50, 000 116, 000 98. 2% 13, 606
Woodbridge................ 231, 000 4,000 50. 9% 22,227

Total New Jersey....... 5, 014, 000 595, 000 90. 1% 478, 761

NEW YORK
Manhat t an:

1135 Third Avenue......... 25, 000 -- 100. 0% --
4 Uni on Square South

(in devel oprment)....... 230, 000 -- --(4) --
424 Sixth Avenue.......... 10, 000 -- 100. 0% --
435 Seventh Avenue........ 43, 000 - - 100. 0% --
484 Ei ghth Avenue......... 14, 000 - - 100. 0% --
715 Lexi ngton Avenue...... 32, 000 -- 72.3% 4) --
825 Seventh Avenue........ 3, 000 -- 100. 0% --

O her:

Al bany (Menands).......... 140, 000 -- 74. 0% 6, 251
Buffal o (Amherst) (1)..... 185, 000 112, 000 81. 1% 7,044
Freeport.................. 167, 000 -- 100. 0% 14, 879
New Hyde Park (1)......... 101, 000 -- 100. 0% 7,510
North Syracuse............ 98, 000 - - 100. 0% --
Rochester................. -- 205, 000 100. 0% --
Rochester (Henrietta) (1) 148, 000 -- 0. 0% --
Val l ey Stream (Green

Acres) (1)............. 1, 535, 000 61, 000 97. 1% 150, 717

Total New York......... 2,731, 000 378, 000 89. 8% 186, 401

PENNSYLVANI A

Allentown................. 267, 000 354, 000 98. 1% 23, 367
Bensalem ................. 118, 000 8, 000 98. 4% 6, 457
Bethlehem ................ 159, 000 -- 74. 4% 4,087
Broomal | .................. 147, 000 22,000 100. 0% 9, 827
Genolden................. 102, 000 -- 10. 1% 7,370
Lancaster................. 58, 000 170, 000 93. 6% --
Levittown................. 105, 000 - - 100. 0% --
10t h and Mar ket

Streets, Phil adel phia.. 271, 000 -- 73. 7% 9,001
Upper Mreland............ 122, 000 - - 100. 0% 6, 986
York. ..o 111, 000 -- 24. 6% 4,132

Total Pennsylvania..... 1, 460, 000 554, 000 84. 3% 71,227
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APPROXI MATE LEASABLE BUI LDI NG
SQUARE FOOTAGE

OANED BY
OWNED/ TENANT ON LAND
LEASED BY LEASED FROM PERCENT ENCUMBRANCES
LOCATI ON COVPANY COVPANY LEASED (I'N THOUSANDS) ( 2)

MARYLAND
Baltinmore (Belair Rd.) (3) -- -- -- --



Baltimore (Towson)........
Bal timore (Dundalk).......
Gen Burnie...............
Hagerstown................

Total Maryland.........

CONNECTI CUT

Total Massachusetts....

PUERTO RI CO

( SAN JUAN)
Montehiedra Mall..........
Las Catalinas Mall........

Total Shopping Centers.......

VORNADO S OANERSHI P | NTEREST.

152, 000 --
181, 000 3,000
65, 000 56, 000
149, 000 --
547,000 59, 000
43, 000 140, 000
146, 000 --
189, 000 140, 000
112, 000 4, 000
83, 000 --

8, 000 117, 000

203, 000 121, 000
554, 000 --
354, 000 --
908, 000 --
11, 052, 000 1, 847,000
10, 681, 000 1, 847,000

79. 3%
81. 9%
100. 0%
35. 5%

73. 4%

100. 0%
64. 8%

84. 4%

100. 0%
100. 0%
100. 0%

100. 0%

91. 8%
96. 6%

93. 6%

88. 8%

88. 3%

statenents in this
details.
this property was sold for $4.5 million,

which resulted in a gain of $2.6 mllion to be recognized in the

(1) These properties are ground |eased.
(2) See note 6 to the consolidated financial
annual report on Form 10-K for further
(3) On January 9, 2003,
first quarter of 2003.
(4) Under devel opnent.
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MERCHANDI SE MART SEGVENT

The Merchandi se Mart

an aggregate of 8.6 million square feet.

2002.

Bel ow i s a breakdown of square feet

Chi cago,

Tot al

Hi ghPoi nt ,

Tot al

Tot al

Washi ngt on,

Illinois

Merchandise Mart.............
350 N. Oleans...............
33 N. Dearborn...............
Chicago, Illinois..........
North Carolina

Mar ket Square Conplex........
National Furniture Mart......

Hi ghPoi nt, North Carolina..

Los Angeles, California....
D.Co.....oiii
Washi ngt on Design Center.....
Washington Office Center.....
Sout h Capi tol

3, 453, 000
1, 149, 000
326, 000

259, 000

387, 000
396, 000

94, 000

1, 150, 000
862, 000
314, 000

58, 000
360, 000

94, 000

Properties are a portfolio of 9 properties containing

by location and use as of Decenber 31,

Showr oom

2,149, 000
287, 000

259, 000

1, 862, 000
287, 000

259, 000

Tenpor ary
Trade Show

154, 000

12, 000



Total Washington, D.C............ 877,000 512, 000 329, 000 329, 000 -- 36, 000

Total Merchandi se Mart Properties 8, 568, 000 2,838, 000 5,528,000 4,607,000 921, 000 202, 000

Qccupancy rate................. .. 89. 2% 95. 2% 83. 9%
OFFI CE SPACE

The following table sets forth the percentage of the Merchandise Mart
Properties office revenues by tenants' industry during 2002:

I ndustry Per cent age
Government . . ...... .. 33%
SerVicCe. .. 24%
Tel ecomunications................ 13%
Banking........... ... .. .. ... .. 12%
Insurance. .......... ... 10%
Pharmaceutical .................... 4%
Oher.. ... 4%
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The average | ease termranges fromthree to five years for snaller tenants
to as long as 15 years for large tenants. Leases typically provide for step-ups
in rent periodically over the termof the |ease and pass through to tenants the
tenants' share of increases in real estate taxes and operating expenses for a
bui I ding over a base year. Electricity is provided to tenants on a subnetered
basis or included in rent and adjusted for subsequent utility rate increases.
Leases also typically provide for tenant inprovenment allowances for all or a
portion of the tenant's initial construction of its premises. None of the
tenants in the Merchandi se Mart Properties segnent accounted for nore than 10%
of the Conpany's total revenue. Below is a listing of the Merchandi se Mart
Properties office tenants which accounted for 2% or nore of the Merchandi se Mart
Properties' revenues in 2002:

Per cent age of

Squar e Feet 2002 Segnent
Tenant Leased Revenues Revenues
General Services Administration... 307, 000 $ 10, 247, 000 4.8%
Ameritech........ .. ... ... .. .. 234, 000 6, 533, 000 3. 2%
Bankers Life and Casualty 303, 000 5, 861, 000 2. 7%
Bank of Anerica................... 202, 000 4,299, 000 2. 0%
Chicago Transit Authority......... 251, 000 4,247,000 2. 0%

On Decenber 30, 2002, the Conpany entered into a | ease nodification
agreement with Bankers Life and Casualty ("Bankers") to (i) extend the termfor
107, 000 square feet from Novermber 30, 2008 (the date it was scheduled to expire)
to Novenber 30, 2018, (ii) maintain 70,000 square feet through Novenber 30,
2008, (iii) surrender 83,000 square feet on March 1, 2003, (which the Conpany
has re-1eased to RBC Mrtgage Conpany for a 15-year term) and (iv) vacate the
remai ni ng 43,000 square feet. Bankers is not part of the bankruptcy filing of
its parent conpany, Conseco.

On Novenber 25, 2002, the Chicago Transit Authority notified the Conpany
that it is exercising its right to ternminate its |ease as of Novenber 30, 2004,
whi ch was schedul ed to expire on Novenber 30, 2007. In connection with the
term nation, the Conpany received a paynent of $794,000 in Novenber 2002 and
will receive an additional $750,000 in 2004.

The followi ng table sets forth the occupancy rate and the average escal ated

rent per square foot for the Merchandise Mart Properties' office space at the
end of each of the past five years.

Aver age Annual

As of Rent abl e Escal at ed Rent

Decenber 31, Squar e Feet COccupancy Rate Per Square Foot
2002, .......... 2, 838, 000 89. 2% $ 24.00
2001........... 2,841, 000 89. 2% 23.84
2000........... 2,869, 000 90. 2% 23.52

1999........... 2,414,000 93. 3% 20. 12

Per cent age of
Tot al Conpany
Revenues

. T%
. 5%
. 4%
. 3%
. 3%



1998........... 2,274,000 96. 9% 19. 68
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The following table sets forth as of Decenmber 31, 2002 office |ease
expirations for each of the next 10 years assuming that none of the tenants
exercise their renewal options.

Annual Escal at ed

Per cent age of Tot al Rent of Expiring Leases
Nunber of Squar e Feet of Leased = = 00 e

Year Expiring Leases Expiring Leases Squar e Feet Tot al Per Square Foot
2003. ... 12 37,000 1.6% $ 953, 000 $ 25.82
2004, ... 19 349, 000 14. 9% 7,043, 000 20. 15
2005, . . 17 176, 000 7.5% 4,214, 000 23.90
2006. . ... 11 101, 000 4.3% 2,492,000 24.75
2007. ..o 14 223, 000 9.5% 5,192, 000 23.25
2008. ..o 12 552, 000 23.6% 11, 716, 000 21.22
2009. . ... 5 276, 000 11. 8% 6, 058, 000 21.98
2010, ... 2 357, 000 15. 2% 11, 893, 000 33.36
2011 ... 1 193, 000 8. 3% 5, 620, 000 29.07
2012, ..o 12 77,000 3.3% 1, 851, 000 23.93

During 2002, 164,000 square feet of office space was | eased at a wei ghted
average initial rent per square foot of $26.97, an increase of 1.2%over the
wei ght ed average escal ated rent per square foot of $26.66 for the | eases
expiring. Following is the detail by building:

2002 Leases

Average Initial

Rent Per
Squar e Feet Square Foot (1)
33 North Dearborn Street.............. $ 24.67
Washington Office Center.............. 31.11
Merchandise Mart...................... 17.42
Washi ngton Design Center.............. 33.41
Total ........... . ... 26.97

(1) Mbst leases include periodic step-ups in rent, which are not reflected
in the initial rent per square foot |eased.

SHOWROOM SPACE

The show oons provide manufacturers and whol esal ers with pernanent and
tenmporary space in which to display products for buyers, specifiers and end
users. The showroons are al so used for hosting trade shows for the contract
furniture, casual furniture, gifts, carpet, residential furnishings, building
products, crafts, apparel and design industries. Merchandi se Mart Properties own
and operate five of the leading furniture and gifts trade shows including the
contract furniture industry's |largest annual trade show, NeoCon, which attracts
over 50,000 attendees each June and is hosted at the Merchandi se Mart buil ding
in Chicago. The Market Square Conpl ex co-hosts the home furniture industry's
sem -annual (April and October) market weeks which occupy over 11,500,000 square
feet in the High Point, North Carolina region.

The following table sets forth the percentage of the Merchandise Mart
properties show oomrevenues by tenants' industry during 2002:

I ndustry Per cent age
Resi dential Design......... 25%
Gft.. ... . 19%
Resi denti al Furnishings.... 16%
Contract Furnishings....... 15%
Market Suites.............. 15%
Apparel ....... ... ... ...... 4%
Casual Furniture........... 4%

Bui | di ng Products.......... 2%
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The following table sets forth the occupancy rate and the average escal ated
rent per square foot for this space at the end of each of the past five years.

Aver age Annual

As of Rent abl e Escal at ed Rent

Decenber 31, Squar e Feet COccupancy Rate Per Square Foot
2002. ... ... 5, 528, 000 95. 2% $ 21.46
2001, .......... .. 5,532, 000 95. 5% 22.26
2000............. 5, 044, 000 97.6% 22.85
1999. ... ..., 4,174,000 98. 1% 21.29
1998............. 4, 266, 000 95. 3% 21.97

The following table sets forth as of Decenber 31, 2002 show oom | ease
expirations for each of the next 10 years assumi ng that none of the tenants
exercise their renewal options.

Annual Escal at ed

Per cent age of Tot al Rent of Expiring Leases
Nunber of Squar e Feet of Leased = e
Year Expiring Leases Expiring Leases Squar e Feet Tot al Per Square Foot
2003, .. 296 614, 000 14. 9% $ 14,073, 000 $ 22.91
2004. ... 281 736, 000 17. 9% 14,757,000 20.04
2005. . ... 254 690, 000 16. 8% 15, 343, 000 22.22
2006. ..o 168 581, 000 14. 1% 13,593, 000 23.41
2007. ..o 158 768, 000 18. 7% 15, 588, 000 20.29
2008. . ... 36 202, 000 4. 9% 5, 693, 000 28.18
2009. ... .. 37 161, 000 3. 9% 4, 546, 000 28.17
2010, ... 31 174, 000 4. 2% 4,826, 000 27.82
2011, ... 20 121, 000 3. 0% 2,893, 000 23.89
2012, .. 19 61, 000 1.5% 1, 204, 000 19. 66

In 2002, 911, 000 square feet of show oom space was | eased at a wei ghted
average initial rent per square foot of $18.99, a 2.0%increase over the
wei ght ed average escal ated rent per square foot of $18.63 for the |eases
expiring. Following is the detail by building:

2002 Leases

Average Initial

Rent Per
Squar e Feet Squar e Foot (1)

Market Square Conplex.................... 430, 000 $ 14.97
Merchandise Mart......................... 199, 000 29. 39
LA Mart. ..o 233, 000 16.01
Washington Design Center................. 25, 000 29. 05
350 North Orleans........................ 24,000 23.29
Total ... 911, 000 18.99

(1) Most leases include periodic step-ups in rent which are not reflected
inthe initial rent per square foot |eased.

RETAI L STORES
The Merchandi se Mart Properties' portfolio also contains approxi mately
202,000 square feet of retail stores which was 83.9% occupi ed at Decenber 31,
2002.
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Mer chandi se Mart Properties:

The following table sets forth the Merchandi se Mart Properties owned by the
Conpany as of Decenber 31, 2002:



APPROXI MATE

LEASABLE
BUI LDI NG
LOCATI ON SQUARE FEET
ILLINO S
Merchandise Mart, Chicago.................. oo, 3, 435, 000
350 North Orleans, Chicago.............ovvuuinnn. . 1, 149, 000
33 North Dearborn Street, Chicago.................. 325, 000
QLT . 19, 000
Total Illinois......... .. ... .. . . . .. 4,928, 000
WASHI NGTON, D. C.
Washington Office Center...............ciiiuoo... 396, 000
Washington Design Center...............ouuunineon. 388, 000
O her . 93, 000
Total Washington, D.C...................... 877, 000
HI GH PO NT, NORTH CAROLI NA
Mar ket Square Conplex...........c.uiiiiiinnnn.. 2,006, 000
CALI FORNI A
L. A MBI . 757, 000
TOTAL MERCHANDI SE MART PROPERTIES .................... 8, 568, 000

(1) See Note 6 to the consolidated financial statements in this
annual report on Form 10-K for further details.
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TEMPERATURE CONTROLLED LOG STI CS SEGMENT

The Conpany has a 60% interest in Vornado Crescent Portland Partnership
("the Landlord") that owns 88 cold storage warehouses, through a wholly-owned
subsidiary (AmeriCold Realty Trust), with an aggregate of approxi mately 441.5
mllion cubic feet. AneriCold Logistics |leases all of the partnerships'
facilities. The Tenperature Controlled Logistics segnent is headquartered in
Atl anta, Georgia.

Aneri Col d Logistics provides the food industry with refrigerated
war ehousi ng and transportati on managenent services. Refrigerated warehouses are
conprised of production, distribution and public facilities. Production
facilities typically serve one or a small nunber of custonmers, generally food
processors which are |ocated nearby. These custoners store large quantities of
processed or partially processed products in the facilities until they are
shipped to the next stage of production or distribution. Distribution facilities
primarily warehouse a wide variety of custonmers' finished products until future
shi pnent to end-users. Each distribution facility generally services the
surroundi ng regional market. Public facilities generally serve the needs of
local and regional custonmers under short-term agreenments. Food nanufacturers and
processors use these facilities to store capacity overflow fromtheir production
facilities or warehouses. AneriCold Logistics' transportati on nmanagenent
services include freight routing, dispatching, freight rate negotiation,
backhaul coordination, freight bill auditing, network flow managenent, order
consol i dation and distribution channel assessnent. Aneri Cold Logistics'
tenperature controlled | ogistics expertise and access to both frozen food
war ehouses and di stribution channels enable its custoners to respond quickly and
efficiently to tinme-sensitive orders fromdistributors and retailers.

Aneri Col d Logistics' custoners consist primarily of national, regional and
local frozen food manufacturers, distributors, retailers and food service
organi zations. A breakdown of Aneri Cold Logistics' |argest customers during 2002
include:

% of 2002

Revenue

HJ. Heinz & Co......... .. ... 16%
Con-Agra Foods, Inc...................... 11%
Philip Mrris Conpanies, Inc............. 8%
Sara Lee Corp............ . 5%
Tyson Foods, Inc.................iiiu. . 5%
General MIIs... ... . . . i, 4%
McCain Foods, Inc........................ 4%

J.R Sinmplot........ .. .. .. ... .. ... ... ..., 3%

94. 9%
83. 8%
88. 2%
76. 7%

98. 7%
96. 4%
62. 0%

99. 4%

86. 7%

93. 6%

ENCUMBRANCES

(I N THOUSANDS) ( 1)



Fl owers | ndustries,
Farm and | ndustri es,

On Decenber
Kansas City,

31, 2002, Anmeri Col

Tenperature Control |l ed Logisti

I nc

d Logistics sold its Carthage,

Kansas quarries for $20,000,000 in cash (appraised val ue)
joint venture owned 44% by the Conpany and 56% by Crescent

Real
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cs Properties

3%
2%
39%

M ssouri
to a

The following table sets forth certain information for the Tenperature

Controlled Logistics properties as

CUBI C FEET
(I'N M LLI ONS)

PROPERTY

ALABANVA
Bi r m ngham
Mont goner y
Gadsden (1)
Al bertville

ARI ZONA
Phoeni x

ARKANSAS
Fort Smith
West Menphi s
Texar kana
Russel lville
Russel lville
Spri ngdal e

CALI FORNI A
Ontario (1)

Bur bank
Ful lerton (1)
Paj aro (1)
Turl ock
Wat sonville (1)
Tur |l ock
Ontario

GEORG A
Atlanta..................
Atlanta..................
Augusta. .................
Atlanta..................
Atlanta..................

of December 31, 2002:

SQUARE FEET
(I'N THOUSANDS)

and

Estate Equities.



I'LLINO S

Rochelle.............
East Dubuque.........

| NDI ANA

I ndi anapolis.........

I ONA

Fort Dodge...........
Bettendorf...........

KENTUCKY

Sebree...............

MAI NE

Portland.............

MASSACHUSETTS

G oucester...........
G oucester...........
G oucester...........
G oucester...........
Boston...............

M SSOURI

M SSI SSI PPI

West Point...........

NEBRASKA

NEW YORK

Syracuse.............

PROPERTY

NORTH CAROLI NA

Charlotte..........
Charlotte..........
Tarboro............

OH O

Massillon..........

OKLAHOVA
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CUBI C FEET
(IN M LLI ONS)

SQUARE FEET
(I'N THOUSANDS)



Gkl ahoma City............ 0.7 64.1

Okl ahoma City............ 1.4 74.1
2.1 138.2
OREGON

Hermiston................ 4.0 283.2

M Il waukee................ 4.7 196. 6
Salem................... 12.5 498. 4
Woodburn......... ... .. 6.3 277. 4
Brooks................... 4.8 184.6
ontario.................. 8.1 238.2

40. 4 1,678.4

PENNSYLVANI A

Leesport................. 5.8 168.9
Fogel sville.............. 21.6 683.9
27.4 852.8

SOUTH CAROLI NA

SOUTH DAKOTA

Sioux Falls.............. 2.9 111.5
TENNESSEE
Menphis.................. 5.6 246.2
Memphis.................. 0.5 36.8
Murfreesboro............. 4.5 106. 4
10.6 389.4
TEXAS
Amarillo................. 3.2 123.1
Ft. Worth................ 3.4 102.0
6.6 225.1
UTAH
Clearfield............... 8.6 358.4
VI RG NI A
Norfolk.................. 1.9 83.0
Strasburg................ 6.8 200.0
8.7 283.0
WASHI NGTON
Burlington............... 4.7 194.0
Moses Lake............... 7.3 302. 4
Valla Valla.............. 3.1 140.0
Connel | .................. 5.7 235.2
Vallula.................. 1.2 40.0
Pasco............. ... ... 6.7 209.0
28.7 1,120.6
W SCONSI N
Tomah...................... 4.6 161.0
Babcock. ........... ..., 3.4 111.1
Plover.......... ... ........ 9.4 358.4
17.4 630. 5

TOTAL TEMPERATURE
CONTROLLED LOG STI CS
PROPERTIES. ................. 441.5 17,509.1

(1) Leasehold interest
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ALEXANDER' S PROPERTI ES

The Conpany owns 33. 1% of Al exander's outstandi ng common shares. The
follow ng table shows the |ocation, approximate size and | easing status of each
of the properties owned by Al exander's as of Decenber 31, 2002.



APPROXI MATE
AREA | N SQUARE
LOCATI ON FEET OR ACREAGE
OPERATI NG PROPERTI ES
NEW YORK:
Ki ngs Pl aza Regi onal Shoppi ng
Center--Brooklyn...................... 24.3 acres
Rego Park |--Queens..................... 4.8 acres
Flushing--Queens (3).................... 44,975 SF
NEW JERSEY:
Paramus--New Jersey. . ................... 30. 3 acres
DEVELOPMENT PROPERTI ES
NEW YORK:
59th Street and Lexi ngton Avenue--Manhattan
(see below)........ ... .. .. 84,420 SF
Rego Park Il--Queens.................... 6.6 acres

(1) Excludes parking garages

(2) Excludes 339,000 square foot Macy's store, owned and operated by Federated
Departnment Stores, Inc.

(3) Leased by Al exander's through January 2027. Classified as an asset held
for sale by Al exander's at Decenber 31, 2002

(4) Gound |l eased to | KEA.

The devel opnent plans at Lexi ngton Avenue consist of an approxi mately
1.3 million square foot nulti-use building. The building will contain
approxi mately 154,000 net rentable square feet of retail (45,6000 square feet
of which has been | eased to Hennes & Mauritz), approximtely 878,000 net
rentabl e square feet of office (695,000 square of which has been | eased to
Bl oonberg L. P.) and 248,000 square feet of residential condom niumunits
(through a taxable REIT subsidiary). Construction is expected to be conpleted
in 2004. On July 3, 2002 Al exander's finalized a $490, 000,000 | oan with HvVB
Real Estate Capital (Hypo Vereinsbank) to finance the construction of the
Lexi ngton Avenue property (the "Construction Loan"). The esti mated
construction costs in excess of the construction |oan of approxi mately
$140, 000,000 will be provided by Al exander's. The Construction Loan has an
interest rate of LIBOR plus 2.5% (currently 3.94% and a termof forty-two
nont hs subject to two one-year extensions. Al exander's received an initia
fundi ng of $55, 500,000 under the Construction Loan of which $25, 000, 000 was
used to repay the Al exander's termloan to a bank in the anmpbunt of
$10, 000, 000 and a secured note in the ampunt of $15,000,000. O the tota
construction budget of approxi mtely $630, 000,000, $162, 000,000 has been
spent to date and an additional $184, 000,000 has been committed. Pursuant to
the Construction Loan, the Conpany has agreed to guarantee anong ot her
things, the lien free, timely conpletion of the construction of the project
and fundi ng of project costs in excess of a stated |oan budget, if not funded
by Al exander's (the "Conpl etion Guarantee"). The $6, 300, 000 estinmated fee
payabl e by Al exander's to the Conpany for the Conpletion Guarantee is 1% of
construction costs (as defined). In addition, if the Conpany should advance
any funds under the Conpletion Guarantee in excess of the $26, 000, 000
currently available under the secured line of credit, interest on those
advances is at 15% per annum

On August 30, 2002, Alexander's sold its Third Avenue property located in
the Bronx, New York. The 173,000 square foot property was sold for $15, 000, 000
resulting in a gain of $10, 366,000, of which the Conpany's share was $3, 524, 000
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THE NEWKI RK MASTER LI M TED PARTNERSHI P

In 1998, the Conpany and affiliates of Apollo Real Estate |Investnment Fund
111, L.P. ("Apollo") formed a joint venture to acquire general and linted
partnership interests in the Newkirk real estate partnerships. Since its
formation, the joint venture has acquired equity interests in 91 partnerships
which own approxinmately 19.6 mllion square feet of real estate and first and
second nortgages secured by a portion of these properties. The Conpany owned a
30% interest in the joint venture with the bal ance owned by Apollo. On January
1, 2002, the Newkirk partnerships were nerged into The Newkirk Master Limted
Partnership (the "M.P") to create a vehicle to enable the partners to have

APPROXI MATE
LEASABLE SQUARE

FOOTAGE/
NUMBER PERCENT
OF FLOORS LEASED
759,000/ 2 and 4(1)(2) 98%
351, 000/ 3(1) 100%
177,000/ 4(1) 0%
--(4) 100%

1, 287, 000

1,297,000/ 55



greater access to capital and future investment opportunities. |In connection
with the nerger, the Conpany received linmted partner interests in the MP equal
to an approxi mate 21.1%interest and Apollo received linted partner interests
in the MLP equal to an approximate 54.5% i nterest. At Decenber 31, 2002, the
Conpany has a 21.7% interest in the MP and Apollo has a 55.9%interest.
Further, the joint venture is the general partner of the MP.

Si mul t aneously, the M.P conpleted a $225, 000, 000 secured financing
collateralized by its interests in the entities that own the properties,
subj ect to the existing first and certain second nortgages on those
properties. The | oan bears interest at LIBOR plus 5.5% with a LIBOR floor of
3% (8.5% at Decenmber 31, 2002) and matures on January 31, 2005, with two
one-year extension options. As a result of the financing, on February 6, 2002
the M.P repaid approxi mately $28, 200, 000 of existing joint venture debt and
di stributed approximtely $37, 000,000 to the Conpany.

The Conpany's equity investnment in the joint venture at Decenber 31, 2002
was conprised of:

Investments in linmted partnerships... $ 134, 200, 000
Mortgages and | oans receivable........ 39, 511, 000
O her. ... 8, 754, 000

The Conpany's share of the joint venture debt was approxi mately
$312, 679,000 at Decenber 31, 2002.

The following table sets forth a summary of the real estate owned by the
M_P:

Nunmber of
Properties Squar e Feet
Ofice............. 35 8,075, 000
Retail............. 169 6, 447, 000
Cher.............. 34 5,082, 000
238 19, 604, 000

As of Decenber 31, 2002, the occupancy rate of the properties is 99.9%
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The primary | ease terms range from 20 to 25 years fromtheir original
commencenent dates with rents, typically above market, which fully anortize the
first nortgage debt on the properties. In addition, tenants generally have
mul tiple renewal options, with rents, on average, bel ow market.

Below is a listing of tenants which accounted for 2% or nore of the M.P's
revenues in 2002:

Squar e
Feet 2002
Tenant Leased Revenues Per cent age
Raytheon......... ... ... . .. ... ...... 2,286, 000 $ 38, 665, 000 2.6%
Albertson's Inc.................... 2,763,000 27,060, 000 8.8%
The Saint Paul Co.................. 530, 000 25,410, 000 8.3%
Kai ser Alum & Chemical Corp (1).... 911, 000 23,794, 000 7.8%
Honeywel | ....... ... ... . ... ... ...... 728, 000 19, 420, 000 6. 3%
Cunmi ns Engi ne Conmpany, Inc........ 390, 000 14, 405, 000 4. 7%
Federal EXpress.................... 592, 000 13, 546, 000 4. 4%
Onens-11linois..................... 707, 000 13, 363, 000 4. 4%
Entergy Gulf States................ 490, 000 12, 089, 000 3.9%
Stater Bros Markets................ 734,000 10, 354, 000 3.4%

(1) On February 12, 2002, Kaiser Al um num which |eases an office
bui Il ding located in Cakland, California, filed for protection under
Chapter 11 of the U.S. Bankruptcy Code. To date, this |ease has not
been assunmed or rejected.

The following table sets forth | ease expirations for each of the next 10



years, as of December 21, 2002, assumi ng that none of the tenants exercise their
renewal options.

Annual Escal at ed

Per cent age of Tot al Rent of Expiring Leases
Nunber of Squar e Feet of Leased = 0 s
Year Expiring Leases Expiring Leases Squar e Feet Tot al Per Square Foot
2003, .. 3 158, 000 0.8% $ 2,149,000 $ 13. 60
2004. . ... 6 280, 000 1. 4% 6, 281, 000 22.43
2005. .. ... 29 1, 310, 000 6. 9% 7,935, 000 6. 06
2006. ... 31 2,420, 000 12. 8% 32,398, 000 13. 39
2007. ..o 33 2,992, 000 15. 8% 38, 021, 000 12. 07
2008. . ... 101 7,797,000 41. 2% 94, 083, 000 17.51
2009. ... 30 2,678, 000 14. 1% 72,195, 000 26. 96
2010, . ... 1 821, 000 4. 3% 2,780, 000 3.39
2011, . 2 155, 000 0.8% 2,177,000 14.05
2012, ..o 2 325, 000 1.7% 2,038, 000 6.27
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Newkirk Master Limited Partnership Properties

The following table sets forth The Newkirk Master Limted Partnership Properties
as of Decenber 31, 2002:

APPROXI MATE LEASABLE
BUI LDI NG SQUARE

LOCATI ON FOOTAGE
OFFI CE:
ARKANSAS
Little Rock....... 36, 000
Pine Bluff........ 27,000
63, 000
CALI FORNI A
El Segundo (1).... 185, 000
El Segundo (1).... 959, 000
El Segundo (1).... 185, 000
Cakland (1)....... 911, 000
Wal nut Creek (1).. 55, 000
2,295, 000
COLORADO
Col orado Springs.. 71, 000
FLORI DA
Olando (1)....... 184, 000
Olando (1)....... 357, 000
541, 000
1 NDI ANA
Col unbus (1)...... 390, 000
MARYLAND
Baltimore (1)..... 530, 000
FLORI DA
Bridgeton (1)..... 54, 000
NEW JERSEY
Carteret.......... 96, 000
Eli zabeth (1)..... 30, 000
Morris Township (1) 225, 000
Morris Township (1) 50, 000
Morris Township (1) 137, 000

Morris Township. .. 141, 000



Morristown (1)....
Pl ai nsboro (1)....

NEVADA
Las Vegas.........

CHI O
M ami sburg (1)....
M am sburg (1)....
Toledo (1)........

PENNSYLVANI A
Allentown.........

TENNESSEE
Johnson City......
Kingport..........
Menphis (1).......

TEXAS
Beaurmont (1)......
Beauront (1)......
Bedford (1).......

Garland (1).......

Total Office.........

RETAI L:

ALABANA
Dothan (1)........
Hunstville (1)....
Huntsville (1)....
Mont gormery (1)....
Mont gomery. .......
Tuscal oosa (1)....

ARI ZONA
Bi sbee (1)........
Tucson (1)........

CALI FORNI A
Anaheim (1).......
Barstow...........
Beaumont..........

Corona (1)........
Corona (1)........
Costa Mesa (1)....
Costa Mesa (1)....
Desert Hot Springs

Garden Grove (1)..
G en Avon Heights
(). oot
Hunti ngt on Beach. .
Indio (1).........
Lancaster.........
Livermore (1).....
Lomita (1)........

316, 000
2,000

61, 000
86, 000
707, 000

APPROXI MATE
LEASABLE BUI LDI NG
SQUARE FOOTAGE

54, 000
60, 000
58, 000
56, 000
66, 000
56, 000



Manmot h Lakes (1). 44,000

Mojave (1)........ 34, 000
Ontario (1)....... 24,000
Orange (1)........ 26, 000
Pinole (1)........ 58, 000
Pl easanton........ 175, 000
Rancho Cucanpbnga. . 24,000
Rialto............ 29, 000
Rubi doux.......... 39, 000
San Bernadino.. ... 30, 000
San Bernadino..... 40, 000
San Diego (1)..... 226, 000
Santa Ana (1)..... 26, 000
Santa Mnica...... 150, 000
Santa Rosa (1).... 22,000
Sim Valley (1)... 40, 000
Sunnynead. . ....... 30, 000
Ventura (1)....... 40, 000
Westminster....... 26, 000
Yucaipa........... 31, 000
1, 748, 000
COLORADO
Aurora (1)........ 41, 000
Aurora............ 29, 000
Aurora............ 42,000
Aurora............ 24, 000
Littleton......... 29, 000
Littleton......... 39, 000
204, 000
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APPROXI MATE LEASABLE
BUI LDI NG SQUARE
LOCATI ON FOOTAGE

RETAI L- CONTI NUED

FLORI DA
Bradenton (1)..... 60, 000
Cape Coral ........ 30, 000
Cassel berry (1)... 68, 000
Gainsville........ 41, 000
Largo............. 54, 000
Largo............. 40, 000
Largo............. 30, 000
Olando (1)....... 58, 000
Pinellas Park..... 60, 000
Port Richey (1)... 54, 000
Stuart (1)........ 54, 000
Tal | ahassee (1)... 54, 000
Venice (1)........ 42, 000
645, 000
GEORG A
Atlanta (1)....... 6, 000
Atlanta (1)....... 4,000
Chanblee (1)...... 5,000
Cumming (1)....... 14, 000
Duluth (1)........ 9, 000
Forest Park (1)... 15, 000
Jonesboro (1)..... 5, 000
Stone Mountain (1) 6, 000
64, 000
| DAHO
Boise (1)......... 37, 000
Boise (1)......... 43, 000
80, 000
ILLINO S
Chanpaign......... 31, 000
Freeport.......... 30, 000
Rock Falls........ 28, 000



1 NDI ANA
Carmel (1)........
Lawence (1)......

KENTUCKY
Louisville........
Louisville........

LQOUI SI ANA

MONTANA
Billings (1)......
Bozeman (1).......

NORTH CAROLI NA
Jacksonville......
Jefferson (1).....
Lexi ngton (1).....

NEBRASKA

NEW JERSEY
Garwood (1).......

NEW MEXI CO
Al buquerque (1)...
Las Cruces (1)....

NEVADA
Las Vegas.........
Las Vegas (1).....

RETAI L- CONTI NUED
NEW YORK
Portchester (1)...

CHI O
Cincinnati (1)....
Col unbus (1)......

Franklin (1)......

OKLAHOVA
Lawton (1)........
Okl ahoma City (1).

OREGON
Beaverton.........
Grants Pass (1)...
Portland..........
Salem............

APPROXI MATE
LEASABLE BUI LDI NG
SQUARE FOOTAGE

170, 000



PENNSYLVANI A

Doyl estown. . ...... 4,000
Lansdale.......... 4,000
Lima.............. 4,000
Phi | adel phia...... 50, 000
Phi | adel phia...... 4, 000
Phi | adel phia...... 4,000
Phi | adel phia...... 4,000
Phi | adel phia...... 4,000
Phi | adel phia...... 4,000
Phi | adel phia...... 4,000
Phi | adel phia...... 4, 000
Phi | adel phia...... 4,000
Phi | adel phia...... 4,000
Ri chboro.......... 4,000
Wayne. . ........... 4,000

106, 000

SOUTH CAROLI NA
Moncks Corner (1). 23, 000

SOUTH DAKOTA

Sioux Falls (1)... 60, 000
TEXAS
Alen............. 41, 000
Carrolton (1)..... 61, 000
Dallas (1)........ 68, 000
Ennis............. 44,000
Fort Worth (1).... 44,000
Garland (1)....... 40, 000
Granbury (1)...... 35, 000
Grand Prairie (1). 49, 000
Geenville (1).... 48, 000
Hillsboro (1)..... 35, 000
Houston (1)....... 52, 000
Huntsville........ 62, 000
Lubbock (1)....... 54, 000
Mdland........... 60, 000
Rockdale.......... 44,000
Rockwel I .......... 43, 000
Taylor............ 62, 000
Texarkana (1)..... 46, 000
Waxahachie........ 62, 000
Woodville......... 44,000
994, 000
UTAH
Bountiful (1)..... 50, 000
Sandy (1)......... 42,000
92, 000
VIRG NI A
Staunton (1)...... 23, 000
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APPROXI MATE LEASABLE
BUI LDI NG SQUARE
LOCATI ON FOOTAGE

RETAI L- CONTI NUED

TENNESSEE
Chattanooga (1)... 42, 000
Menphis (1)....... 75, 000
Las Vegas (1)..... 38, 000
Reno (1).......... 42,000
197, 000

WASHI NGTON
Bothel | (1)....... 28, 000
Ednonds (1)....... 35, 000
Everett (1)....... 35, 000

Federal way....... 42,000



Graham (1)........ 45, 000

Kent.............. 42,000
Mlton (1)........ 45, 000
Port Orchard (1).. 28, 000
Redrmond (1)....... 45, 000
Spokane........... 42,000
Spokane (1)....... 39, 000
Woodinville (1)... 30, 000
456, 000
WYOM NG
Cheyenne.......... 12, 000
Cheyenne (1)...... 31, 000
Douglas........... 12,000
Evanston.......... 28, 000
Evanston.......... 10, 000
Torrington........ 12,000
105, 000
Total Retail 6, 447, 000
APPROXI MATE
LEASABLE BUI LDI NG
LOCATI ON SQUARE FOOTAGE
OTHER
ALABANA
Florence (1)...... 42,000
ARl ZONA
Flagstaff (1)..... 114, 000
Flagstaff (1)..... 10, 000
Sun City (1)...... 10, 000
134, 000
CALI FORNI A
Colton............ 668, 000
Long Beach (1).... 478, 000
Long Beach (1).... 201, 000
Palo Alto (1)..... 123, 000
1, 470, 000
COLORADO
Arvada (1)........ 10, 000
Ft. Collins (1)... 10, 000
Lakewood (1)...... 10, 000
30, 000
FLORI DA
Olando (1)....... 205, 000
MAI NE
North Berwick..... 821, 000
NEW MEXI CO
Carlsbad (1)...... 10, 000

NORTH CAROCLI NA

Charlotte (1)..... 34,000
Concord (1)....... 32, 000
Mnt HIll (1)..... 23,000
New Bern (1)...... 21, 000
Thomasville (1)... 21, 000

131, 000

PENNSYLVANI A
New Ki ngston (1).. 430, 000

SOUTH CAROLI NA
N. Mrtle Beach (1) 37,000



TENNESSEE

Paris (1)......... 31, 000
Franklin (1)...... 289, 000
Menphis (1)....... 780, 000
1, 100, 000
TEXAS

Lewisville........ 256, 000
Corpus Christi (1) 10, 000
El Paso (1)....... 10, 000
Euless (1)........ 10, 000
Lewisville (1).... 10, 000
McAllen (1)....... 10, 000
Victoria (1)...... 10, 000
316, 000

W SCONSI N
W ndsor (1)....... 356, 000
Total Other.......... 5, 082, 000
GRAND TOTAL. . ........ 19, 604, 000

(1) leasehold interest.
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HOTEL PENNSYLVANI A

The Hotel Pennsylvania is located in New York City on Seventh Avenue
opposi te Madi son Square Garden and consists of a hotel portion containing
1, 000, 000 square feet of hotel space with 1,700 roonms and a conmercial portion
contai ning 400,000 square feet of retail and office space.

The Hotel is dependent on tourismand was severely inpacted by the events

of Septenber 11, 2001, accelerating a trend which began in the first quarter of
2001. The followi ng table presents rental information for the Hotel:

Year Ended Decenber 31,

2002 2001 2000
Aver age occupancy rate........ 65% 63% 76%
Average daily rate............ $ 89 $ 110 $ 114
Revenue per available room... $ 58 $ 70 $ 87

As of Decenber 31, 2002, the property's retail and office space was 47% and
53% occupi ed conpared to 56% and 61% as of Decenber 2001. 25 tenants occupy the
retail and office space. Annual rent per square foot of retail and office space
in 2002 was $40 and $12 conpared to $50 and $21 in 2001 and $45 and $17 in 2000.

DRY WAREHOUSE/ | NDUSTRI AL PROPERTI ES
The Conpany's dry warehouse/industrial properties consist of eight
buil dings in New Jersey containing approximately 2.0 mllion square feet. The

average termof a tenant's lease is three to five years.

The following table sets forth the occupancy rate and average annual rent
per square foot at the end of each of the past four years.

Aver age Annual

As of QOccupancy Rent Per
Decenber 31, Rat e Squar e Foot
2002. ... ... 95% $ 3.81
2001............. 100% 3.67
2000............. 90% 3.52
1999............. 92% 3.37

In Novenber 2002, the Conpany entered into an agreenent to ground lease its



East Brunswi ck industrial property to Lowe's. Lowe's will denolish the existing
war ehouse contai ni ng 326,000 square feet and construct its own retail store.
This lease is subject to various governmental approvals.
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| TEM 3. LEGAL PROCEEDI NGS

The Conpany is fromtime to tine involved in |legal actions arising in the
ordinary course of its business. In the opinion of nmanagement, after
consultation with | egal counsel, the outcome of such matters, including in
respect of the matter referred to below, is not expected to have a materi al
adverse effect on the Conpany's financial position or results of operation.

Pri mest one

As previously disclosed, Prinestone filed an amended countercl ai m agai nst
the Conpany in Del aware Chancery Court on July 31, 2002, alleging, anong other
things, that Vornado's April 30, 2002 foreclosure on the collateral pledged by
Primestone did not conply with the Uniform Comrercial Code. On Decenber 19,
2002, the Del aware Chancery Court dism ssed all of Prinmestone's
counterclains. On January 17, 2003, Prinmestone filed a notice of appeal. In
its brief filed on February 14, 2003, Prinestone asked the Del aware Suprene
Court to reverse the Del aware Chancery court's decision that (1) Vornado's
foreclosure auction was held in a comercially reasonable manner, and (2)
Vornado did not tortiously interfere with Prinestone business relations. This
litigation is continuing.

Primestone and several affiliates comenced an action against the Conpany
on May 3, 2002 in New York Suprenme Court, alleging substantially the sanme causes
of action as in its anmended counterclaimin the Del aware Chancery Court. On June
10, 2002, Vornado noved to dismiss this action. This litigation is continuing.

On May 9, 2002, five affiliates of Prinestone asserted counterclainms in an
action which the Conpany had commenced agai nst them on March 28, 2002 in New
York Suprene Court. The counterclains are virtually identical to the clains
asserted in the May 3, 2002 action. On May 29, 2002, Vornado filed an answer
denying the essential allegations of the counterclains. This litigation is
conti nui ng.

Stop & Shop

On January 8, 2003, Stop & Shop filed a conplaint with the United States
District Court claimng the Conmpany has no right to reallocate and therefore
continue to collect the $5,000,000 of annual rent from Stop & Shop pursuant to
the Master Agreement and Guaranty, because of the expiration of the East
Brunswi ck, Jersey City, Mddletown, Union and Wbodbridge | eases to which the
$5, 000, 000 of additional rent was previously allocated. The additional rent
provision of the guaranty expires at the earliest in 2012. The Conpany i ntends
to vigorously contest Stop & Shop's position.
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| TEM 4. SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS

No matters were submitted to a vote of security holders during the fourth
quarter of the year ended Decenber 31, 2002.

EXECUTI VE OFFI CERS OF THE REG STRANT

The following is a list of the names, ages, principal occupations and
positions with Vornado of the executive officers of Vornado and the positions
hel d by such officers during the past five years. All executive officers of
Vornado have ternms of office which run until the next succeeding neeting of the
Board of Trustees of Vornado follow ng the Annual Meeting of Sharehol ders unl ess
they are renpved sooner by the Board.

PRI NCI PAL OCCUPATI ON, PGSI TI ON AND OFFI CE ( CURRENT AND
NAME AGE DURI NG PAST FI VE YEARS W TH VORNADO UNLESS OTHERW SE STATED)

and Chairnman

Steven Roth................ 61 Chairman of the Board, Chief Executive Officer
Committee of the Board; the Managing General Partner

owner of shopping centers and an investor in

and partnerships;

Executive Oficer of Alexander's, |Inc. since March 1995 and a Director

Chai rman and CEO of Vornado Operating since 1998.

M chael D. Fascitelli...... 46 Presi dent and a Trustee since Decenber 1996; President

August 2000 and Director since Decenber 1996;

Di rector of Vornado

1998; Partner at Goldman, Sachs & Co. in charge of
Decenmber 1992 to Decenber 1996; and Vice President

Decenber 1992.

Sachs & Co.,



Melvyn Ho Blum............ 56 Executive Vice President--Devel opnent since January 2000; Senior
Ti shman Speyer Properties in charge of its devel opnent
States from July 1998 to January 2000; and Managi ng

Acqui sitions at Tishman Speyer Properties prior to July 1998.

Mchelle Felman............ 40 Executive Vice President--Acquisitions since Septenber 2000;
to Vornado from Oct ober 1997 to Septenmber 2000; Managing Director-d obal
and Busi ness Devel opnent of GE Capital from 1991 to July 1997.

David R. Greenbaum........ 51 President of the New York City O fice Division since April

activities
Director of Devel opnent and

Managi ng Director at
in the

United

I ndependent Consul t ant

1997 (date of the

Acqui sitions

Conpany's acquisition); President of Mendik Realty (the predecessor to the New York
City Ofice Properties Division) from 1990 until April 1997.

Chri stopher Kennedy........ 39 Presi dent of the Merchandise Mart Division since
Presi dent of the Merchandise Mart from April 1998 to

Sept enber 2000;
Sept enber 2000;

Presi dent of Merchandise Mart Properties, Inc. from 1994 to April 1998.

Paul Larner................ 47 Executive Vice President -- Chief Administrative
Cct ober 2002; Chief Operating Oficer and Chief Financial

Commercial Realty, a division of Vornado Realty Trust

acqui red by the Conpany) to October 2002; Chief Financial

Commercial Realty L.P. (the predecessor to Charles E. Snmith

Cctober 1997 until January 2002.

Joseph Macnow.............. 57 Executive Vice President--Finance and Admnistration

Fi nancial Officer since March 2001; Executive Vice President

O ficer
O ficer
from January 2002

O ficer of Charles E. Smth

Executive
Executive Vice

and Secretary
of Charles E. Smth

Vice

since

(date

Commercial Realty) from

O ficer of the Conpany from 1985 to January 1998; Executive Vice President
and Chief Financial Oficer of Alexander's, Inc. since August 1995.

Sandeep Mathrani........... 40 Executive Vice President--Retail Real Estate since March
President, Forest City Ratner from 1994 to February 2002.
Wendy Silverstein.......... 42 Executive Vice President--Capital Markets since April 1998;

Citicorp Real Estate and Citibank, N. A from 1986 to 1998.

Robert H. Smith............ 74 Chai rman of Charles E. Smith Commerci al Real ty,

and Trustee of the Conpany since January 2002

Co- Chief Executive Oficer and Co-Chairman of

to January 2002.
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PART 1[I

| TEM 5. MARKET FOR THE REG STRANT' S COMMON EQUI TY AND RELATED STOCKHOLDER
MATTERS

Vornado's conmon shares are traded on the New York Stock Exchange under the
synbol "VNO'.

Quarterly closing price ranges of the common shares and dividends paid per
share for the years ended Decenber 31, 2002 and 2001 were as follows:

YEAR ENDED
QUARTER DECEMBER 31, 2002
HI GH LOwW DI VI DENDS
Ist. .o $ 44.90 $ 41.78 $ . 66
2nd. ... 47.10 43.02 . 66
3rd. ... 45. 38 37. 65 . 66
1 39.21 34.41 .68

* Conprised of a regular quarterly dividend of $.66 per share and a
speci al dividend of $.31 declared on Decenber 18, 2001, which was
necessary to avoid the Conpany incurring an excise tax on
distributions of |ess than 85% of taxable incone in the current
year.

On March 3, 2003, there were 1,750 holders of record of the Conpany's
common shares.

At Decenber 31, 2002, the Conpany had a capital |oss carryover of
approxi mately $73,000,000. The capital |oss carryover is available to offset
future capital gains that would otherwi se be required to be distributed as
di vi dends to sharehol ders.

RECENT SALES OF UNREG STERED SECURI Tl ES

since January 1998 and Chi ef
-- Finance and
Adm ni stration of Vornado Operating since 1998; Vice President-Chief Financial

2002; Executive Vice

Senior Credit

(date acquired by the

the Board
Commercial Realty L.P. (the predecessor to Charles E. Snmith Commerci al

O ficer of

a division of Vornado Realty Trust,
Conpany) ;

of Charles E. Smith

YEAR ENDED
DECEMBER 31, 2001

Real ty) prior

$ 38.76
39.75
41. 60
41. 65

$ 34.57
34.56
37.95
37.60

DI VI DENDS
$ .53
.53
. 60

97*



During 2002, 2001 and 2000 the Conpany issued 176, 848, 6,002 and 2, 357

comon shares, respectively, upon the redenption of Class A units of the
Operating Partnership held by persons who received units in private placenments
in earlier periods in exchange for their interests in linmted partnerships that

owned real estate. The common shares were issued w thout
Securities Act of 1933 in reliance on Section 4(2) of that Act.
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| TEM 6. SELECTED CONSOLI DATED FI NANCI AL DATA

(in thousands, except share and per share anpunts)

OPERATI NG DATA
Revenues:

Rentals . ... ... .
Expense reimbursenents .............. ...,
Other IiNCOMB ... e

Total Revenues

Expenses:

OPEratiNg .
Depreciation and anortization ......................

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

Anortization of officer's deferred

conpensati On eXPeNSe . ......... i

Costs of acquisitions and devel opnent

not consummated ........... ...
Total EXPENSES . ..ttt

Operating INCOMB .. ... e
Income applicable to Alexander's ........................
Income frompartially-owned entities ....................
Interest and other investment incone ....................
Interest and debt expense ........ ... .. ... ...

Net (loss) gain on disposition of wholly-owned and

partially-owned assets other than real estate ........

Mnority interest:

Perpetual preferred unit distributions ..............
Mnority limted partnership earnings ...............
Partially-owned entities ............... .. ...........

I ncome before gains on sales of real estate and cunul ative
effect of change in accounting principle .............
Gains on sale of real estate ............................

Cunul ative effect of change in accounting principle

Net 1 NCOMB . ...
Preferred share dividends .......... ... ... . . ...,

Net incone applicable to common shares ..................

Income per share--basic ........... .. ... ..
Income per share--diluted .......... .. ... ... ..........
Cash dividends declared for common shares ............

BALANCE SHEET DATA

Total assets ..........
Real estate, at cost .......... ... ... .,
Accumul ated depreciation ............ .. ...,
Dbt
Sharehol ders' equity ......... ...
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(in thousands)

registration under the

YEAR ENDED DECEMBER 31,

2002( 2) 2001 2000 1999 1998
$ 1,248,903 $ 841,999 $ 695078 $ 591,270 $ 425,496
159, 978 133, 114 120, 056 96, 842 74,737
26, 189 10, 660 10, 838 8, 251 9, 627
1, 435, 070 985, 773 825, 972 696, 363 509, 860
541, 596 398, 969 318, 360 282,118 207, 171
205, 826 123, 862 99, 846 83, 585 59, 227
98, 458 72,572 47,911 40, 151 28, 610
27, 500 .- -- -- .-
6, 874 5,223 -- -- .-
880, 254 600, 626 466, 117 405, 854 295, 008
554, 816 385, 147 359, 855 290, 509 214, 852
29, 653 25,718 17, 363 11, 772 3,123
44, 458 80, 612 86, 654 78, 560 32,025
31, 685 54, 385 32,926 18, 359 24,074
(239, 525) (173, 076) (171, 398) (141, 683) (114, 686)
(17, 471) (8,070) .- .- 9, 649
(72, 500) (70, 705) (62, 089) (19, 254) (756)
(64, 899) (39, 138) (38, 320) (33,904) (14, 822)
(3, 185) (2, 520) (1,965) (1, 840) (605)
263, 032 252, 353 223, 026 202,519 152, 854
-- 15, 495 10, 965 -- --
(30, 129) (4, 110) -- -- --
232, 903 263, 738 233, 991 202, 519 152, 854
(23, 167) (36, 505) (38, 690) (33, 438) (21, 690)
$ 209,736 $ 227,233 $ 195,301 $ 169,081 $ 131,164
$ 1.98 $ 2.55 $ 2.26  $ 1.97 $ 1.62
$ 1.91  $ 2.47 $ 2.20 $ 1.94 $ 1.59
$ 2.66 $ 2.63 $ 1.97 $ 1.80 $ 1.64
$ 9,018,179 $ 6,777,343 $ 6,403,210 $ 5,479,218 $ 4,425,779
7,559, 694 4,690, 211 4,354, 392 3,921, 507 3, 315, 891
737, 426 506, 225 393, 787 308, 542 226, 816
4,071, 320 2,477,173 2, 688, 308 2,048, 804 2,051, 000
2, 627, 356 2,570, 372 2,078, 720 2, 055, 368 1,782, 678
YEAR ENDED DECEMBER 31
2002( 2) 2001(2) (3) 2000( 3) 1999 1998



OTHER DATA
Funds from operations(1):

Net income applicable to common shares .................. $ 209, 736 $ 227, 233 $ 195, 301 $ 169,081 $ 131, 164
Cunul ative effect of change in
accounting principle ... ... .. 30, 129 4,110 -- -- --
Depreci ation and anortization of real
PrOP eIt Y o 195, 808 119, 568 97,744 82, 216 58, 277
Straight-lining of property rentals for rent
escalations . ........ ... (27, 295) (24, 314) (28, 893) (22, 881) (14, 531)
Anortization of below market leases, net ................ (12, 634) -- -- -- --
Leasi ng fees received in excess of incone
Fecogni zed . ... 1, 318 1,954 1, 259 1, 705 1, 339
Net gain on sale of real estate ......................... -- (12, 445) (10, 965) -- --
Net gain frominsurance settlement and
condemmation proceedi NgS . ... ...t -- (3,050) -- -- (9, 649)
Appreci ation/ (depreciation) of securities
held in officer's deferred conpensation trust ......... -- 3,023 4,765 (340) 340
Gains on sale of securities available for sale .......... -- -- -- (383) (898)
Proportionate share of adjustments to equity
in incone of partially-owned entities
to arrive at funds from operations:
Tenperature Controlled Logistics ...................... 36, 500 34,531 35, 565 31, 400 41, 988
Al eXander' S ... (2,825) (5,980) 93 1, 324 4,023
Partially-owned office buildings ...................... 2,847 1,913 2,926 50 3,561
Hotel Pennsylvania ............. .. i, -- -- 5,779 4, 866 4,083
Charles E. Smith Commercial Realty L.P. ............... -- 17,917 15, 767 12,024 2,974
Ot her 12,763 10, 538 9, 448 7,463 219
Mnority interest in partially owned entities in
excess of preferential distributions .................. (45, 324) (16, 810) (16, 445) (9, 020) (3,991)
Dilutive effect of Series A Preferred Share
dividends .. ... 6, 150 19, 505 21, 689 16, 268 --
Funds fromoperations(l) .......... ... . ... $ 407,173 $ 377, 693 $ 334, 033 $ 293,773  $ 218, 899
Cash flow provided by (used in):
Operating activities .......... i $ 499,825 $ 387,685 $ 249,921 $ 176,895 $ 189, 406
Investing actiViti @S ........oueie e (24, 117) (79, 722) (699, 375) (494,204) (1,257, 367)
Financing activities ......... ... .. .. i, (533, 092) (179, 368) 473, 813 262,131 879, 815
(1) Funds from operations does not represent cash generated from operating
activities in accordance with accounting principles generally accepted in
the United States of America and is not necessarily indicative of cash
avail able to fund cash needs which is disclosed in the Consolidated
Statenents of Cash Flows for the applicable periods. There are no materi al
l egal or functional restrictions on the use of funds from operations. Funds
from operations should not be considered as an alternative to net incone as
an indicator of the Conpany's operating performance or as an alternative to
cash flows as a neasure of liquidity. Managenent considers funds from
operations a supplemental measure of operating performance and along wth
cash flow fromoperating activities, financing activities and investing
activities, it provides investors with an indication of the ability of the
Conpany to incur and service debt, to neke capital expenditures and to fund
ot her cash needs. Funds from operati ons may not be conparable to simlarly
titled measures reported by other REITs since a nunber of REITs, including
the Conpany, calculate funds from operations in a manner different from
that used by the National Association of Real Estate Investment Trusts
("NAREI T"). Funds from operations, as defined by NAREIT, represents net
incone applicable to common shares before depreciation and anortization,
extraordinary items and gains or |osses on sales of real estate. Funds from
operations as disclosed above has been nodified fromthis definition to
adjust primarily for (i) the effect of straight-lining of property rentals
for rent escal ations and | easing fee income and (ii) the exclusion of
incone arising fromthe anortization of bel ow narket |eases net of above
mar ket | eases.
(2) Operating results for the year ended Decenber 31, 2002, reflect the
Conpany' s January 1, 2002 acquisition of the remaining 66% of Charles E.
Smith Commercial Realty L.P. ("CESCR') and the resulting consolidation of
CESCR s operations. See Supplenental Information, page 82 for condensed Pro
Forma Operating Results for the year ended December 31, 2001 giving effect
to the CESCR acquisition as if it had occurred on January 1, 2001.
(3) Funds fromoperations as previously reported for the year ended Decenber
31, 2001 and 2000 have been revised to include income fromthe early
extingui shment of debt of $1,170 in 2001 and expense fromthe early
extingui shnent of debt of $1,125 in 2000 because such itens are no |onger
treated as extraordinary itens in accordance with Generally Accepted
Accounting Principles.
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| TEM 7. MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL CONDI TI ON AND

RESULTS OF OPERATI ONS

Index to Managenent's Discussion and Analysis of Financial Condition and

Resul ts of Operations.



OV BT VI BW. o o e et e e e e 59
Critical Accounting PolicCies. . ....... ... e 60
Resul ts of Operations:
Years Ended Decenmber 31, 2002 and 2001....... .. ..ttt 66
Years Ended Decenber 31, 2001 and 2000.......... ...ttt 72

Suppl enental | nformation:
Summary of Net Income and Adjusted EBITDA for the Three Mnths Ended

Decenmber 31, 2002 and 2001. .. .. ...ttt 78
Changes by segment in Adjusted EBITDA for the Three Months Ended

Decenber 31, 2002 and 2001. ... .. .. .. it 80
Changes by segnent in Adjusted EBI TDA for the Three Months Ended

Decenber 31, 2002 as conpared to September 30, 2002.................... 80
Leasi NG ACt i Vi LY. .o 81
Pro fornma Operating Results - CESCR Acquisition.............. ..., 82
Seni or Unsecured Debt Covenant Conpliance Ratios.......................... 82
Related Party Di SCl OSUI €. ... . e 83

Liquidity and Capital Resources:

Cash Flows for the Years Ended Decenmber 31, 2002, 2001 and 2000........... 86
Funds from Operations for the Years Ended Decenber 31, 2002 and 2001...... 91

OVERVI EW

Managenent's Di scussion and Anal ysis of Financial Condition and Results of
Operations includes a discussion of the Conpany's consolidated financial
statements for the years ended Decenber 31, 2002, 2001 and 2000.

Operating results for the year ended Decenber 31, 2002, reflect the
Conpany' s January 1, 2002 acquisition of the renmining 66% of Charles E. Snmith
Comrercial Realty L.P. ("CESCR') and the resulting consolidation of CESCR s
operations. See Supplenental Information, page 82, for Condensed Pro Forma
Operating Results for the year ended Decenber 31, 2001 giving effect to the
CESCR acquisition as if it had occurred on January 1, 2001.
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CRI TI CAL ACCOUNTI NG POLI CI ES

I'n preparing the consolidated financial statements managenent has made
estimates and assunptions that affect the reported anpunts of assets and
liabilities at the date of the financial statenents and the reported amounts of
revenues and expenses during the reporting periods. Actual results could differ
fromthose estimates. Set forth belowis a summary of the accounting policies
that managenent believes are critical to the preparation of the consolidated
financial statements. The summary should be read in conjunction with the nore
conpl ete discussion of the Conpany's accounting policies included in Note 2 to
the consolidated financial statements in this annual report on Form 10-K.

REAL ESTATE

Real estate is carried at cost, net of accunul ated depreciation and
anortization. As of Decenmber 31, 2002, the Conpany's carrying ambunt of its real
estate, net of accunul ated depreciation is $6.8 billion. Miintenance and repairs
are charged to operations as incurred. Depreciation requires an estimate by
managenment of the useful life of each property as well as an allocation of the
costs associated with a property to its various conponents. |f the Conpany does
not allocate these costs appropriately or incorrectly estimtes the useful lives
of its real estate, depreciation expense may be mi sstated.

Upon acqui sitions of real estate, the Conpany assesses the fair value of
acqui red assets (including Iand, buildings, tenant inprovenments and acquired
above and bel ow market | eases and the origination cost of acquired in-place
| eases in accordance with SFAS No. 141) and acquired liabilities, and allocate
purchase price based on these assessnents. The Conpany assesses fair val ue
based on estimated cash flow projections that utilize appropriate discount and
capitalization rates and avail able market information. Estimates of future cash
flows are based on a nunber of factors including the historical operating
results, known trends, and nmarket/econonmic conditions that may affect the
property. The Conpany's properties are reviewed for inmpairment if events or
circunmstances change indicating that the carrying anount of the assets may not
be recoverable. If the Conpany incorrectly estimates the values at acquisition
or the undiscounted cash flows, initial allocations of purchase price and future
i mpai rment charges may be different. The inpact of the Conpany's estimtes in
connection with acquisitions and future inpairnent analysis could be material to
the Conpany's financial statenents

NOTES AND MORTGAGE LOANS RECEI VABLE

The Conpany eval uates the collectibility of both interest and principal of
each of its notes and nortgage | oans receivable ($86.6 nillion as of Decenber
31, 2002) if circunmstances warrant to determi ne whether it is inpaired. If the
Conpany fails to identify that the investee or borrower are unable to perform



t he Conpany's bad debt expense may be different
PARTI ALLY- OANED ENTI TI ES

The Conpany accounts for its investnents in partially-owned entities
($997.7 mllion as of Decermber 31, 2002) under the equity nethod when the
Conpany's ownership interest is nore than 20% but |ess than 50% and the Conpany
does not exercise direct or indirect control. Wen partially-owned investnments
are in partnership form the 20% threshold may be reduced. Factors that the
Conpany consi ders in determ ning whether or not it exercises control include
substantive participating rights of partners on significant business decisions
including dispositions and acquisitions of assets, financing and operating and
capi tal budgets, board and nmanagenent representation and authority and ot her
contractual rights of its partners. To the extent that the Conpany is deened to
control these entities, these entities would have to be consolidated and
therefore inpact the bal ance sheet, operations and related ratios. On a periodic
basi s the Conpany eval uates whether there are any indicators that the val ue of
the Conpany's investnents in partially-owned entities are inpaired. An
investnent is inpaired if managenment's estimate of the value of the investnent
is less than the carrying anount. The ultinate realization of the Conpany's
investnment in partially-owned entities is dependent on a nunber of factors
including the performance of the investee and market conditions. |If the Conpany
determines that a decline in the value of its investee is other than tenporary
then an inpairment charge woul d be recorded

ALLOMNCE FOR DOUBTFUL ACCOUNTS

The Conpany periodically evaluates the collectibility of ampunts due from
tenants and nmintains an allowance for doubtful accounts for estimated | osses
resulting fromthe inability of tenants to make required paynments under the
| ease agreenment. The Conpany al so maintains an allowance for receivables arising
fromthe straight-lining of rents. This receivable arises from earnings
recogni zed in excess of ampunts currently due under the |ease agreenents
Managenent exercises judgnent in establishing these allowances and considers
payment history and current credit status in devel oping these estimtes. |f
estimates differ fromactual results this would inpact reported results
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REVENUE RECOGNI TI ON

The Conpany has the follow ng revenue sources and revenue recognition
policies

- Base Rents -- incone arising fromtenant |eases. These rents are
recogni zed over the non-cancel able termof the related | eases on
a straight-line basis which includes the effects of rent steps
and free rent abatements under the |eases

- Percentage Rents -- incone arising fromretail tenant |eases
whi ch are contingent upon the sales of the tenant exceeding a
defined threshold. These rents are recogni zed in accordance with
SAB 101, which states that this incone is to be recognized only
after the contingency has been renoved (i.e. sales thresholds
have been achi eved)

- Hot el Revenues -- incone arising fromthe operation of the Hote
Pennsyl vani a which consists of roons revenue, food and beverage
revenue, and banquet revenue. Income is recognized when roons are
occupi ed. Food and beverage and banquet revenue are recogni zed
when the services have been rendered

- Trade Show Revenues -- incone arising fromthe operation of trade
shows, including rentals of booths. This revenue is recognized in
accordance with the booth rental contracts when the trade shows
have occurred

- Expense Rei mbursenent Income -- inconme arising fromtenant |eases
whi ch provide for the recovery of all or a portion of the
operating expenses and real estate taxes of the respective
property. This inconme is accrued in the sane periods as the
expenses are incurred

Before the Conpany recognizes revenue, it assesses anobng other things
its collectibility. If the Conpany incorrectly determ nes the collectibility of
its revenue, its net inconme and assets could be overstated

I NCOVE TAXES

The Conpany operates in a manner intended to enable it to continue to
qualify as a Real Estate Investnment Trust ("REIT") under Sections 856-860 of the
I nternal Revenue Code of 1986, as anended. Under those sections, a REIT which
distributes at |east 90% of its REIT taxable incone as a dividend to its
shar ehol ders each year and which neets certain other conditions will not be
taxed on that portion of its taxable income which is distributed to its
sharehol ders. The Conpany intends to distribute to its sharehol ders 100% of its
taxabl e i ncone. Therefore, no provision for Federal inconme taxes is required. If
the Conpany fails to distribute the required anbunt of incone to its
sharehol ders, it would fail to qualify as a REIT and substantial adverse tax
consequences may result
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Below is a summary of Net

income and Adjusted EBI TDA(1) by segnent for the

years ended Decenmber 31, 2002, 2001 and 2000. Prior to 2001, income fromthe

Conpany' s preferred stock affiliates ("PSAs") was included in income from

partially-owned entities. 2001,
stock of

Accordi ngly

On January 1

the Hotel portion of the Hotel
the Trade Show busi ness of the Merchandi se Mart
ef fective January 1, 2001. Amounts for the year
been reclassified to give effect

t he Conpany acquired the common
its PSAs and converted these entities to taxable REIT subsidiaries

Pennsyl vani a and the managenent

conpani es (which provide services to the Conpany's business segnents and operate
di vi si on) have been consoli dated
ended Decenber
to the consolidation of these entities,

31, 2000 have

as if

consol i dated as of January 1, 2000 (see page 64 for the details of the

reclassifications by line item.
EBI TDA as previously reported for the year

I'n addition,

the Conpany has revised Adjusted
ended Decenber 31, 2001 and 2000 to

include income fromthe early extinguishnent of debt of $1,170,000 in 2001 and

expense fromthe early extingui shment of debt

Accepted Accounting Principles

($ in thousands)

Rentals...... ... ... . . .
Expense reinmbursenments.............. .. ...
Other INCOMB. . ... e
Total revenues................ ... . . ...,
Operating expenses
Depreci ation and anortization
General and administrative
Costs of acquisitions and devel opnent
not consummated............... ... . .. ...
Anortization of officer's deferred conpensation
EXPENSE. it
Total eXPeNSES . ...
Operating incone
Income applicable to Alexander's..................
Income frompartially-owned entities..............
Interest and other investment incone
Interest and debt expense
Net (loss) gain on disposition of wholly-owned
and partially-owned assets other than real estate
Mnority interest......... ... ...

I ncome before gains on sale of real estate and
cunul ative effect of change in accounting
principle. . ...

Gains on sale of real estate

Cunul ative effect of change in accounting

principle. .. . ..

Net income

Cunul ative effect of change in accounting
principle. .. ...
Interest and debt expense(3)......................

Depreciation and anortization(3)..................
EBI TDA. . .

Adj ust ment s:
Mnority interest

Gains (losses) on sale of real estate(3)..........
Straight-lining of rents(3)
Anortization of bel ow market |eases, net .........

O her

Adjusted EBITDA(L) . .o

See Notes on page 65
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of $1,125,000 in 2000 because such
items are no longer treated as extraordinary itens in accordance with Generally

Decenber

31,

$ 1,248,903
159, 978
26, 189

31, 685
(239, 525)

(17, 471)
(140, 584)

263, 032

(30, 129)

232,903

30, 129
302, 009

257,707

822,748

140, 584
(1, 405)
(29, 837)
(12, 634)

1, 549

$ 921,005

6,472
(141, 044)

(119, 910)

201,718

139, 157

149, 361

490, 236

119, 910
(24, 352)
(12, 469)

$ 573,325

$ 127,561
51, 750
1,653

(56, 643)

(13, 736)

100, 164

13, 736

(1,863)

860

$ 112,732

Mar t

(339)
507
(22, 948)

2,156
(23, 910)

23,910

(1,772)

323

$ 108, 878

Tenper ature
Controlled
Logi stics

9,707

11, 800

(15, 490)

(3, 690)

15, 490
25,617

(2,093)
2,026

$ 71,824

O her (2)

(74, 868)
29, 653
33, 811
24,383

(18, 890)

(19, 627)
14, 879

(10, 659)

(14, 639)

(25, 298)

14,639
55, 365

(14, 879)
(3, 431)
(1, 850)

366




($ in thousands)

Rent al s
Expense rei mbursenents
Ot her incone
Total revenues

Operating expenses

Depreci ation and anortization .

General and admi nistrative
Costs of acquisitions not
consunmat ed
Tot al expenses
Operating income
I ncome applicable to
Al exander's
Income from partially-owned

entities ....... ... ... .....
Interest and other investnent

INCOME .. ... i
Interest and debt expense ......

Net (loss) gain on
of whol | y- owned
partial |l y- owned
other than rea

Mnority interest

di sposition
and

assets
estate

I ncome before gains on sales
of real estate and
cunul ative effect of change
in accounting principle
Gains on sale of real estate
Cunul ative effect of change in
accounting principle

Net income
Cunul ative effect of change in
accounting principle
Interest and debt expense(3)
Depr eci ati on and
anortization(3)

EBI TDA

Adj ust nent s:

Gai ns on sal e of

M nority interest

Net gain on disposition of
whol | y- owned and
partially-owned assets

real

other than real estate ......
Straight-lining of rents(3) ....
Qher ...

Adj ust ed EBI TDA(1)

See Notes on page 65

($in thousands)

Rent al s
Expense rei mbursenents
Ot her incone

Total revenues

Decenber 31, 2001

Tenperature

Mer chandi se Control |l ed
Tot al Ofice Ret ai | Mar t Logi stics O her (2)
.................. $ 841, 999 $ 461, 606 $ 121,023 $ 197,668 $ -- $ 61, 702
.................. 133,114 67,470 49, 436 13, 801 -- 2,407
.................. 10, 660 3,775 1,154 3,324 -- 2,407
.................. 985, 773 532, 851 171, 613 214,793 -- 66, 516
.................. 398, 969 217,581 56, 547 83, 107 -- 41,734
.................. 123, 862 71, 425 14, 767 25, 397 -- 12,273
.................. 72,572 12,421 3,576 18, 081 -- 38, 494
.................. 5,223 -- -- - -- 5,223
.................. 600, 626 301, 427 74, 890 126, 585 -- 97, 724
.................. 385, 147 231, 424 96, 723 88, 208 -- (31, 208)
.................. 25,718 -- -- - -- 25,718
.................. 80, 612 32,746 1,914 149 17, 447(4) 28, 356
.................. 54, 385 6, 866 608 2,045 -- 44, 866
.................. (173, 076) (54, 667) (55, 358) (33, 354) -- (29, 697)
.................. (8,070) -- -- 160 -- (8,230)
.................. (112, 363) (55, 932) (16, 562) (15, 650) (10, 968) (13, 251)
.................. 252, 353 160, 437 27,325 41, 558 6,479 16, 554
.................. 15, 495 12, 445 3, 050 -- -- --
.................. (4,110) -- -- - -- (4,110)
.................. 263, 738 172, 882 30, 375 41, 558 6,479 12, 444
.................. 4,110 -- -- -- -- 4,110
.................. 266, 784 92, 410 57,915 33, 354 26, 459 56, 646
.................. 188, 859 91, 085 18, 957 25, 397 33, 815 19, 605
.................. 723, 491 356, 377 107, 247 100, 309 66, 753 92, 805
.................. (21, 793) (12, 445) (3, 050) -- -- (6,298)
.................. 112, 363 55, 932 16, 562 15, 650 10, 968 13, 251
.................. (160) -- -- (160) -- --
.................. (26, 134) (20, 064) 727 (4,997) -- (1, 800)
.................. (2,715) -- (2,337) - 716 (1,094)
.................. $ 785, 052 $ 379,800 $ 119, 149 $ 110,802 $ 78, 437 $ 96, 864
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Decenber 31, 2000 (after giving effect to consolidation of PSA's -
see reclassifications bel ow)
Tenper ature
Mer chandi se Controlled
Tot al Ofice Ret ai | Mar t Logi stics O her (2)

............. $ 788, 469 $ 406, 261 $ 129,902 $ 171, 001 $ -- $ 81, 305
............. 120, 074 60, 767 45, 490 10, 654 -- 3,163
............. 17, 608 5,499 2,395 4,661 -- 5,053
............. 926, 151 472,527 177,787 186, 316 -- 89, 521



Operating eXPeNnSeS ... ..ot 379, 524 199, 424 55,671 74, 553 --
Depreciation and anortization ............... 108, 109 58,074 17, 464 21,984 --
General and administrative .................. 63, 468 10, 401 667 16, 330 --
Total eXPeNnSES . ...t 551, 101 267, 899 73,802 112, 867 --
OQperating iNCOMB . ...... .o, 375, 050 204, 628 103, 985 73, 449 --
Income applicable to Alexander's ............ 17, 363 -- -- -- --
Income from partially-owned

eNtities ... ... .. 79, 694 29, 210 667 -- 28, 778(4)
Interest and ot her investnent

INCOMB .« . e 33,798 6,162 -- 2,346 --
Interest and debt expense ................... (180, 505) (62, 162) (54, 305) (38, 569) --
Mnority interest ............. ... ... .. ...... (102, 374) (46,917) (16, 550) (12, 660) (12, 483)
Income before gains on sales of ............. 223,026 130, 921 33,797 24,566 16, 295

real estate
Gains on sales of real estate ............... 10, 965 8, 405 2,560 - - --
Net inCOME ... ... . e 233,991 139, 326 36, 357 24,566 16, 295
Interest and debt expense(3) ................ 260, 573 96, 224 55,741 38, 566 27,424
Depreciation and anortization(3) ............ 167, 268 76, 696 18, 522 20, 627 34, 015
EBI TDA . . 661, 832 312, 246 110, 620 83, 759 77,734
Adj ust ment s:
Mnority interest ..............c i 102, 374 46, 917 16, 550 12, 660 12, 483
Gains on sale of real estate(3) ............. (10, 965) (8,405) (2,560) -- --
Straight-lining of rents(3) ................. (30, 001) (19, 733) (2,295) (5,919) (1, 121)
QL her 14,510 -- (1, 654) 1, 358 4,064(2)
Adj usted EBITDA(L) ...t $ 737,750 $ 331, 025 $ 120, 661 $ 91, 858 $ 93,160

See Notes on page 65

Prior to 2001, income fromthe Conpany's investments in preferred stock
affiliates ("PSAs") was included in income frompartially-owned entities. On
January 1, 2001, the Conpany acquired the common stock of its PSAs and converted
these entities to taxable REIT subsidiaries. Accordingly, the operations of the
Hotel portion of the Hotel Pennsylvania and the operations of the managenent
conpani es (which provide services to the Conpany's business segnents and operate
the Trade Show business of the Merchandi se Mart division) have been consoli dated
effective January 1, 2001. Anpunts for the year ended December 31, 2000 have
been reclassified to give effect to the consolidation of these entities, as of
January 1, 2000. The effect of these reclassifications in 2000 was as foll ows:

(i) reduction in equity in income of partially-owned entities $ (8,599, 000)
(ii) increase in rental revenues 64, 501, 000
(iii) increase in other incone 8, 325, 000
(iv) increase in operating expenses (41, 233, 000)
(v) increase in depreciation and anortization (6,906, 000)
(vi) increase in general and administrative expenses (6,984, 000)
(vii) increase in interest and debt expense (9, 104, 000)
(viii) net inpact $ --

These reclassifications had no effect on reported Net |Income or Adjusted
EBI TDA for the year ended Decenber 31, 2000 and no inpact to any other year
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NOTES

(1) Adjusted EBI TDA represents income before interest, taxes, depreciation and
anortization, extraordinary or non-recurring items, gains or |osses on
sal es of depreciable real estate, the effect of straight-lining of rent
escal ations, anortization of acquired bel ow market |eases net of above
mar ket | eases and minority interest. Managenent considers Adjusted EBI TDA a
suppl emental neasure for maki ng decisions and assessing the performance of
its segnents. Adjusted EBITDA shoul d not be considered a substitute for net
incone or a substitute for cash flow as a neasure of liquidity. Adjusted
EBI TDA is presented as a neasure of "operating performance"” which enables
the reader to identify trends fromperiod to period and may be used to
conpare "same store" operating performance to other conpanies, as well as
providing a neasure for determ ning funds avail able to service debt
Adj ust ed EBI TDA may not be conparable to simlarly titled measures enpl oyed
by other conpanies. In addition, the Conpany has revised Adjusted EBI TDA as
previously reported for the year ended December 31, 2001 and 2000 to
include income fromthe early extinguishment of debt of $1,170 in 2001 and
expense fromthe early extinguishment of debt of $1,125 in 2000 because

(7,012)
17, 363

21,039

25, 290
(25, 469)
(13, 764)

13,764

(933)
10, 742(5)



such itenms are no longer treated as Extraordinary Itenms in accordance with
General ly Accepted Accounting Principles.

(2) Adjusted EBITDA - Ocher is conprised of:

(amounts in thousands)

For the Year

Ended Decenber 31,

2002 2001 2000
Newki rk Master Limted Partnership:
EqUity IN 1 NCOMB. ..o $ 60,756 $ 54,695 $ 43,685
Interest and other iNCOMB. .. .. ... ... . e 8, 795 8, 700 7,300
Hot el Pennsylvani a. ... ..... ... e 7,636 16, 978 26, 866
Al BX AN ' S, ittt 34, 381 19, 362 18, 330
Investment income and other. ... ... ... . . . . . . . . .. 31, 261 44,097 34,990
Corporate general and admi nistrative eXpenses. ...............ouuuiuinn... (34,743) (33,515) (30, 125)
Prinmestone foreclosure and inmpairment 10SSes................. .. (35, 757) -- --
Anortization of Officer's deferred conpensation expense................. (27, 500) -- --
Wite-of f of 20 Tines Square pre-devel opment costs (2002) and World Trade --
Center acquisition costs (2001). . ... ... (6,874) (5, 223)
Net gain on sale of marketable securities........... ... ... . ... ... .... 12, 346 - - - -
Gain on transfer of nNDrtgages. ... ... 2,096 -- --
Net gain on sale of air rights...... .. . .. . . . . i 1, 688 -- --
Pal i SAdES. . . 161 -- --
After-tax net gain on sale of Park Laurel condominiumunits............. - - 15, 657 - -
Wite-of f of net investment in Russian Tea Room........................ -- (7,374) --
Wite-off of investnents in technology companies........................ -- (16, 513) --
Total ..o $ 54,246 $ 96, 864 $ 101, 046
(3) Interest and debt expense, depreciation and anortization, straight-lining
of rents and gains on sale of real estate included in the reconciliation of
net income to EBI TDA or Adjusted EBITDA include anpbunts which are netted in
incone frompartially-owned entities.
(4) Excludes rent not recognized of $19, 348, $15,281 and $9, 787 for the years
ended Decenber 31, 2002, 2001 and 2000.
(5) Includes the reversal of $1,266 and $4, 765 of expenses in 2001 and 2000
representing the non-cash appreciation in value of shares held in a rabbi
trust in connection with a deferred conpensation arrangenent for the
Conpany' s President.
The following table sets forth the percentage of the Conpany's Adjusted
EBI TDA by segnment for the years ended Decenber 31, 2002, 2001 and 2000. The pro
forma colum gives effect to the January 1, 2002 acquisition by the Conpany of
the remaining 66%interest in CESCR described previously as if it had occurred
on January 1, 2001.
PERCENTAGE OF ADJUSTED EBI TDA
Year Ended Decenber 31,
2002 2001 2001 2000
Ofice: (Pro fornm)
New YOrk City. ... .o e 33% 31% 38% 35%
CESCR. . ottt 29% 26% 10% 10%
Total .. 62% 57% 48% 45%
Retai | ... 12% 12% 15% 16%
Merchandi se Mart Properties.................uuuuuio.. 12% 12% 14% 12%
Tenperature Controlled Logistics...................... 8% 8% 10% 13%
(.0 = 6% 11% 13% 14%

100%
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RESULTS OF OPERATI ONS
YEARS ENDED DECEMBER 31, 2002 AND DECEMBER 31, 2001
REVENUES

The Conpany's revenues, which consist of property rentals, tenant expense

100%

100%

100%



rei nbursenents, hotel revenues, trade shows revenues, anortization of above and
bel ow market |eases acquired under SFAS No. 141, and other inconme, were

$1, 435,070,000 for the year ended Decermber 31, 2002, conpared to $985, 773,000 in
the year ended Decenmber 31, 2001, an increase of $449, 297,000 of which

$423, 128,000 resulted fromthe acquisition of the renmining 66% of CESCR and the
resulting consolidation of its operations. Below are the details of the increase
(decrease) by segnent:

(amounts in thousands)

Dat e of Mer chandi se
PROPERTY RENTALS: Acqui si tion Tot al Ofice Ret ai | Mar t O her
Acqui si tions, dispositions and non sane
store revenue:
CESCR (acquisition of remaining 66%
and consolidation vs. equity
met hod accounting
fOr 349 .. January 2002 $ 393,506 $ 393,506 $ -- $ -- $ --
Palisades ............. ... March 2002 4,109 - - -- - - 4,109
715 Lexington AvenUe . ..............iiiiaan. July 2001 976 -- 976 -- --
Las Catalinas (acquisition of
renmri ni ng 50% and consol i dation
vs. equity method accounting for
B0 . Sept enber 2002 3,108 -- 3,108 -- --
435 Seventh Avenue (placed in service) ...... August 2002 2,541 -- 2,541 -- --
424 Sixth Avenue ............... .. i July 2002 320 -- 320 -- --
Properties taken out of service for
redevel opment ........ .. ... (767) -- (767) -- --
Same Store:
Hotel activity .......... .. ..., (7,645) (1) -- -- -- (7,645) (1)
Trade Shows activity ........................ (3,908)(2) -- -- (3,908)(2) --
Leasing activity (3) ..........ii. 14, 664 12, 826 360 2,139 (661)
Total increase (decrease) in property
rentals ... 406, 904 406, 332 6, 538 (1, 769) (4, 197)
TENANT EXPENSE REI MBURSEMENTS:
Increase due to acquisitions ................... 15, 319 14, 398 921 - - - -
Same Store . ... .. 11, 545 8,022 1, 393 953 1,177
Total increase (decrease) in tenant
expense reinbursements ......... .. ... .. 26, 864 22,420 2,314 953 1,177
OTHER | NCOVE:
Increase due to acquisitions ................... 15, 379 15, 224 11 - - 144
SaME StOre . ...ttt 150 2,222 488 (373) (2,187)
Total increase (decrease) in other
TNCOMB ... 15, 529 17, 446 499 (373) (2,043)
Total increase (decrease) in
FEVENUES o\ttt et e e e $ 449,297 $ 446,198 $ 9,351 $ (1,189) (5, 063)
(1) Average occupancy and REVPAR for the Hotel Pennsylvania were 65% and $58
for the year ended Decenber 31, 2002 conpared to 63% and $70 for the prior
year.
(2) Reflects a decrease of $3,580 resulting fromthe rescheduling of two trade
shows fromthe fourth quarter in which they were previously held to the
first quarter of 2003.
(3) See supplenental information on page 81, for details of |leasing activity
and correspondi ng changes in occupancy.
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EXPENSES
The Conpany's expenses were $880, 254,000 for the year ended Decenmber 31,
2002, conpared to $600, 626,000 in the year ended Decenmber 31, 2001, an increase
of $279, 628,000 of which $202, 852,000 resulted fromthe acquisition of the
remai ni ng 66% of CESCR and the resulting consolidation of its operations. Bel ow
are the details of the increase by segment:
(amounts in thousands)
Mer chandi se
Tot al O fice Ret ai | Mar t O her



Operating:
Acqui sitions:
CESCR (acqui sition of remaining 66% and
consol i dation vs. equity method accounting

For 340 ... $ 114, 438 $ 114, 438 $ -- $ - -
Palisades ... ... 5,158 -- -- --
715 Lexi Ngton AVENUE .. ... ... ... 588 -- 588 --
435 Seventh AVENUE ... .. ... 198 -- 198 --
424 Sixth AVENUE . .. 50 -- 50 --

Las Catalinas (acquisition of remaining 50% and
consol i dation vs. equity method accounting

for 5O ..o 1, 341 -- 1,341 --
Hotel activity ..... ... . . . 503 -- -- --
Trade Shows activity ......... .. (2,108) -- -- (2,108)(3)
Same store operations ........ ... 22,459 11, 704( 1) 6, 731(2) 5,023 (4)
142, 627 126, 142 8,908 2,915

Depreci ation and anortization:

ACqUi STtTONS ... 71, 435 67,470 1,015 --
Sanme store operations ........ ... 10, 529 7,851 (275) 1, 319
81, 964 75, 321 740 1, 319

General and admi nistrative:
ACQUI ST LI ONS oo 20, 944 20, 944 - - - -
O her EXPeNSES . .ot 4,942 981 1, 460 2,301(5)
Total increase (decrease) in general and
admini strative ... ... 25, 886 21,925 1, 460 2,301

Anortization of officer's deferred conpensation

EXPENSE &ttt 27,500 -- -- --
Costs of acquisitions and devel opment not

CONSUNMMAL €0 . . .ot 1, 651 -- -- --

$ 279,628 $ 223,388 $ 11,108 $ 6,535

5,158

(1) Results primarily from (i) a $9,725 increase in insurance, security and
real estate taxes, largely reinbursed by tenants, and (ii) $2,639 for an
al | owance for straight-line rent receivables.

(2) Results primarily from (i) increases in insurance costs which are
rei nbursed by tenants, (ii) a $402 paynent of Puerto Rico taxes related to
the prior year, (iii) $2,280 in bad debt allowances for accounts receivable
and receivables arising fromthe straight-lining of rents in 2002 and (ivV)
|l ease termination fees and real estate tax refunds netted agai nst expenses
in 2001, which aggregated $1, 500.

(3) Results primarily fromthe rescheduling of two trade shows fromthe fourth
quarter in which they were previously held to the first quarter of 2003.

(4) Reflects (i) increased insurance costs of $1,366, (ii) a charge of $312
fromthe settlement of a 1998 utility assessnent, and (iii) an increase in
real estate taxes of $1,725.

(5) Reflects a charge of $954 in connection with the term nation of a contract
and the wite-off of related deferred costs.

(6) Reflects a charge in 2002 of $6,874 for the wite-off of pre-devel opment
costs at the 20 Tinmes Square project and a charge in 2001 of $5,223 in
connection with the World Trade Center acquisition not consunmated.

I NCOME APPLI CABLE TO ALEXANDER S

Income applicable to Al exander's (loan interest income, managenent,
| easi ng, devel opment and conmitnent fees, and equity in incone) was $29, 653, 000
in the year ended Decenber 31, 2002, conpared to $25,718,000 in the year ended
Decenmber 31, 2001, an increase of $3,935,000. This increase resulted from (i)
$6, 915, 000 of devel opnent and commitnment fees in connection with Al exander's
Lexi ngt on Avenue devel opment project, (ii) the Conmpany's $3,524,000 share of
Al exander's gain on sale of its Third Avenue property, partially offset by (iii)
the Conpany's $6, 298, 000 share of Al exander's gain on the sale of its Fordham
Road property in the prior year.
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| NCOME FROM PARTI ALLY- OANED ENTI Tl ES

In accordance with accounting principles generally accepted in the United
States of America, the Conpany reflects the incone it receives from (i) entities
it owns less than 50% of and (ii) entities it owns nore than 50% of, but which
have a partner who has shared board and nanagenent representation and authority
and substantive participating rights on all significant business decisions, on
the equity nethod of accounting resulting in such income appearing on one l|ine
in the Conpany's consolidated statements of income. Below is the detail of



incone frompartially-owned entities by investnent as well
in income frompartially-owned entities for the year

(decrease)

31, 2002 as conpared to the prior year:

as the increase
ended Decenber

(amounts in thousands) Tenper ature Newki r k Las
Controlled Joi nt Cat al i nas
Tot al CESCR( 1) Logi stics Vent ure Mal | (2)
YEAR ENDED
DECEMBER 31, 2002:
REVENUES. . ..t $ 480, 225 $ 117, 663 $ 295, 369 $ 10,671
Expenses:
Operating, general and
administrative................. (46, 098) (7,904) (8,490) (3,102)
DepreciatioOn. .................... (106, 287) (59, 328) (34, 010) (1, 482)
Interest expense................. (180, 431) (42, 695) (121, 219) (3,643)
Oher, net........... oo, (12, 505) (2, 150) (9, 790) (802)
Net income/(loss).................. $ 135,042 $ 5,586 $ 121,860 $ 1, 642
Vornado's interest................. 60% 22% 50%
Equity in net incone/(loss)........ $ 29,872 $ 3,352 $ 26,500 $ 851
Interest and other income.......... 8, 306 306 8, 000 --
Fee income........... ... .......... 6, 280 6, 049 - - - -
I ncome from partially-owned
entities........... .. .. .. $ 44,458 $ --(1) $ 9, 707 $ 34,500 $ 851
YEAR ENDED
DECEMBER 31, 2001:
REVENUES. . ..ot $ 747,902 $ 382,502 $ 126, 957 $ 179,551 $ 14,377
Expenses:
Operating, general and
administrative................. (180, 337) (135, 133) (8,575) (13, 630) (2,844)
Depreciation..................... (141, 594) (53, 936) (58, 855) (20, 352) (2, 330)
Interest expense................. (236, 996) (112, 695) (44, 988) (65, 611) (5, 705)
Qher, net............ .. ... ... 11, 059 1,975 2,108 4,942 --
Net income......................... $ 200,034 $ 82,713 $ 16, 647 $ 84,900 $ 3,498
Vornado's interest................. 34% 60% 30% 50%
Equity in net incone/(loss)........ $ 67,679 $ 28, 653 $ 9, 988 $ 25, 470 $ 1,749
Interest and other inconme.......... 7,579 -- 2,105 5,474 --
Fee income.................uiun.. 5, 354 - - 5, 354 - - - -
Income from partially-owned
entities............ .. .. ... $ 80, 612 $ 28, 653 $ 17,447 $ 30, 944 $ 1,749
( DECREASE) | NCREASE | N | NCOVE
FROM PARTI ALLY- OANED ENTI TIES. . . . $ (36,154) $ (28,653)(1) $ (7,740) $ 3,556 $ (898) (2)
(amounts in thousands) St ar wood Partially-
Ceruzzi Omned
Monnout h Joi nt Ofice
Mal | (3) Vent ure Bui | di ngs O her
YEAR ENDED
DECEMBER 31, 2002:
REVENUES. . o ittt $ 5,760 $ 695 $ 50, 205
Expenses:
Operating, general and adm nistrative..... (2,510) (2, 265) (21, 827)
Depreciation............ ..., (943) (1, 430) (9, 094)
Interest expense. .. ..........uiiiiiinnn.. (1, 520) -- (11, 354)
Qher, net......... ... 48 (200) 389
Net income/ (10SS). ... ..., $ 835 $ (3,200) $ 8, 319
Vornado's interest......... ...y 50% 80% 24%
Equity in net income/(loss)................. $ 791(4) $ (2,560) $ 1, 966 $ (1,028)
Interest and other income................... -- -- -- --
Fee inCome. ... ... 231 -- -- --
Income frompartially-owned entities........ $ 1,022 $ (2,560) $ 1,966 $ (1,028)
YEAR ENDED
DECEMBER 31, 2001:
REVENUES. .« o ettt e e e e $ 1, 252 $ 43,263
Expenses:
Operating, general and adm nistrative..... (820) (19, 335)



Depreciation........... ..., (501)
Interest eXpense...............c.ouiuiennn --

Qher, net....... ... .. i 275
Net INCOME. .. ... .. i, $ 206
Vornado's interest............ i, 80%
Equity in net income/(10SS)................. $ 165

Interest and other income................... --
Fee IiNCOMB. .. ... e --

Income frompartially-owned entities........ $ -- $ 165

( DECREASE) | NCREASE | N | NCOVE FROM
PARTI ALLY- OWNED ENTITIES. ................. $ 1,022(3) $ (2,725)(5)

(1) On January 1, 2002, the Conpany acquired the remaining 66%of CESCR it did
not previously own. Accordingly, CESCR is consolidated as of January 1,
2002.

(2) On Septenmber 20, 2002, the Conpany acquired the remaining 50% of the Mall
and 25% of the Kmart anchor store that it did not previously own.
Accordingly, Las Catalinas is consolidated for the period from Septenber
20, 2002 to Decenber 31, 2002.

(3) On October 10, 2002, a joint venture, in which the Conpany has a 50%
interest, acquired the Monmouth Mall.

(4) Vornado's interest in the equity in net income of the Monnmouth Mall
includes a preferred return of $748 for the year ended Decermber 31, 2002.

(5) The prior year includes $1,394 for the Conpany's share of a gain on sale of
a property.

(6) The year ended Decenber 31, 2002 excludes 570 Lexington Avenue whi ch was
sold in May 2001.

(7) The prior year includes $2,000 for the Conpany's share of equity in |oss of
its Russian Tea Room ("RTR') investnment. In the third quarter of 2001, the
Conpany wote-off its entire net investnent in RTR based on the operating
| osses and an assessnent of the value of the real estate.
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I NTEREST AND OTHER | NVESTMVENT | NCOVE

Interest and other investnent incone (interest incone on nortgage |oans
receivable, other interest income and dividend income) was $31, 685,000 for the
year ended Decenber 31, 2002, conpared to $54,385,000 in the year ended Decenber
31, 2001, a decrease of $22,700,000. This decrease resulted prinarily froma
decrease of (i) $12,347,000 due to the non-recognition of income on the nortgage
loan to Primestone, which was foreclosed on April 30, 2002, (ii) $4,626,000 due
to a lower yield on the investnent of the proceeds received fromthe May 2002
repaynent of the Conpany's loan to NorthStar Partnership L.P. (22%yield in
2001) and (iii) $2,269,000 due to the non-recognition of incone on the loan to
Vor nado Operating

I NTEREST AND DEBT EXPENSE

Interest and debt expense was $239, 525,000 for the year ended Decenber 31,
2002, conpared to $173,076,000 in the year ended Decenber 31, 2001, an increase
of $66, 449, 000. This increase was conprised of (i) $100,013,000 fromthe
acquisition of the remaining 66% of CESCR and the resulting consolidation of its
operations, partially offset by (ii) a $32,035,000 savings froma 202 basis
poi nt reduction in weighted average interest rates of the Conpany's variable
rate debt and (iii) |ower average outstandi ng debt bal ances.

NET (LOSS) GAIN ON DI SPOSI TI ON OF WHOLLY- OWNED AND PARTI ALLY- OANED ASSETS OTHER
THAN DEPRECI ABLE REAL ESTATE

The following table sets forth the details of net gain on disposition of
whol | y-owned and partial |l y-owned assets other than depreciable real estate for
the years ended Decenber 31, 2002 and 2001:

(amounts in thousands)
Whol | y- owned Assets:

Gain on transfer of mOrtgages. .. ... ...
Gain on sale of Kinzie Park condominiunms units..........................
Net gain on sale of air rights....... ... . . . . . . ..
Net gain on sale of marketable securities.......... .. .. ... .. ... ...

(5, 620)
(7,997)
1, 759

$ (2,439)
$ (2, 439)
$ 1,411(7)

For the Year Ended

Decenber

31,



Primestone foreclosure and inmpairment 10SSeS. ..., (35,757)

Wite-of f of investments in technology conpanies........................ --
Partial |l y-owned Assets

After-tax net gain on sale of Park Laurel condominiumunits............. --

Wite-of f of net investnment in Russian Tea Room........................ --

$ (17,471) $

(16, 513)

15, 657
(7,374)
160

(8,070)

GAIN ON TRANSFER OF MORTGAGES

In the year ended Decenber 31, 2002, the Conpany recorded a net gain of
$2, 096, 000 resulting frompaynents to the Conpany by third parties that assumed
certain of the Conmpany's nortgages. Under these transactions the Conpany paid to
the third parties that assuned the Conpany's obligations the outstanding anounts
due under the nortgages and the third parties paid the Conpany for the benefit
of assuming the nortgages. The Conpany has been rel eased by the creditors
underlying these |oans

GAI N ON SALE OF KI NZI E PARK CONDOM NI UM UNI TS

The Conpany recogni zed a gain of $2,156,000 during 2002, fromthe sale of
residential condom niuns in Chicago, Illinois

NET GAIN ON SALE OF AIR RIGHTS

The Conpany recognized a net gain of $1,688,000 in the year ended Decenber
31, 2002. See Note 3 to the consolidated financial statements in this annua
report on form 10-K for further details
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PRI MESTONE FORECLOSURE AND | MPAI RVENT LOSSES

On Septenber 28, 2000, the Conpany nmade a $62, 000, 000 | oan to Prinmestone
Investment Partners, L.P. ("Primestone"). The Conpany received a 1% up-front fee
and was entitled to receive certain other fees aggregating approxi mtely 3% upon
repaynent of the loan. The |oan bore interest at 16% per annum Prinmestone
defaulted on the repaynment of this |oan on Cctober 25, 2001. The |oan was
subordinate to $37,957, 000 of other debt of the borrower that l|iened the
Conpany's collateral. On COctober 31, 2001, the Conpany purchased the other debt
for its face anount. The |oans were secured by 7,944,893 partnership units in
Prime Group Realty, L.P., the operating partnership of Prinme Goup Realty Trust
(NYSE: PGE) and the partnership units are exchangeable for the sane nunber of
common shares of PGE. The | oans are also guaranteed by affiliates of Prinmestone

On Novenber 19, 2001, the Conpany sold, pursuant to a participation
agreement with a subsidiary of Cadiminc., a Canadian pension fund, a 50%
participation in both | oans at par for approxi mately $50, 000, 000 reduci ng the
Conpany's net investment in the |oans at Decenber 31, 2001 to $56, 768, 000
including unpaid interest and fees of $6,790,000. The participation did not neet
the criteria for "sale accounting" under SFAS 140 because Cadimwas not free to
pl edge or exchange the assets. Accordingly, the Conpany was required to account
for this transaction as a borrow ng secured by the loan, rather than as a sale
of the loan by classifying the participation as an "Other Liability" and
continuing to report the outstanding | oan balance at 100%in "Notes and Mortgage
Loans Recei vabl e" on the bal ance sheet. Under the ternms of the participation
agreenment, cash payments received shall be applied (i) first, to the
rei mbur sement of reinbursabl e out-of -pocket costs and expenses incurred in
connection with the servicing, adm nistration or enforcement of the |oans after
Noverber 19, 2001, and then to interest and fees owed to the Conpany through
Novenber 19, 2001, (ii) second, to the Conpany and Cadim pro rata in proportion
to the amount of interest and fees owed follow ng Novenber 19, 2001 and (iii)
third, 50%to the Conpany and 50% to Cadi mas recovery of principal

On April 30, 2002, the Conpany and Cadi m acquired the 7,944,893 partnership
units at a foreclosure auction. The price paid for the units by application of a
portion of Prinmestone's indebtedness to the Conpany and Cadi m was $8.35 per
unit, the April 30, 2002 closing price of shares of PGE on the New York Stock
Exchange. On June 28, 2002, pursuant to the terms of the participation
agreenent, the Conpany transferred 3,972,447 of the partnership units to Cadim

In the second quarter, in accordance with foreclosure accounting, the
Conpany recorded a | oss on the Prinmestone foreclosure of $17,671,000 cal cul ated
based on (i) the acquisition price of the units and (ii) its valuation of the
anmounts realizable under the guarantees by affiliates of Prinestone, as conpared
with the net carrying amount of the investment at April 30, 2002. In the third
quarter of 2002, the Conpany recorded a $2,229,000 wite-down on its investnent
based on costs expended to realize the value of the guarantees. Further, in the
fourth quarter of 2002, the Conpany recorded a $15,857,000 wite-down of its
investnment in Prime Group consisting of (i) $14,857,000 to adjust the carrying
anount of the Prime Group units to $4.61 per unit, the closing price of PGE
shares on the New York Stock Exchange at Decenber 31, 2002 and (ii)
$1, 000, 000 for estimated costs to realize the value of the guarantees. The
Conpany considered the decline in the value of the units which are



convertible into stock to be other than tenporary as of Decenber 31, 2002
based on the fact that the market value of the stock has been less than its
cost for nmore than six nonths, the severity of the decline, market trends
the financial condition and near-term prospects of Prine Group and ot her
rel evant factors

At Decenber 31, 2002, the Conpany's carrying anpunt of the investnent was
$23, 908, 000, of which $18, 313,000 represents the carrying anmount of the
3,972,447 partnership units owned by the Conpany ($4.61 per unit), $6,100, 000
represents the anmpbunt expected to be realized under the guarantees, partially
of fset by $1, 005, 000 representing the Conpany's share of Prime Goup Realty's
net | oss through Septenber 30, 2002 (see Note 4. Investnents in and Advances to
Partially-Omned Entities)

At February 3, 2003, the closing price of PGE shares on the New York Stock
Exchange was $5.30 per share. The ultimate realization of the Conpany's
investnent will depend upon the future perfornmance of the Chicago real estate
mar ket and the perfornmance of PGE, as well as the ultinate realizable value of
the net assets supporting the guarantees and the Conpany's ability to collect
under the guarantees. In addition, the Conpany will continue to nonitor this
investnent to determ ne whether additional wite-downs are required based on (i)
declines in value of the shares of PGE (for which the partnership units are
exchangeabl e) which are "other than tenporary" as used in accounting literature
and (ii) the anpunt expected to be realized under the guarantees
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CUMULATI VE EFFECT OF CHANGE | N ACCOUNTI NG PRI NCI PLE

Upon the adoption of SFAS No. 142 - Goodwi |l and O her Intangible Assets
on January 1, 2002, the Conpany wote-off all of the goodw || associated with
the Hotel Pennsylvania and the Tenperature Controlled Logistics businesses
aggregating $30,129,000. This wite-off was reflected as a cunul ative effect of
a change in accounting principle in 2002

M NORI TY | NTEREST

Mnority interest was $140, 584,000 for the year ended Decenmber 31, 2002
conpared to $112, 363,000 for the prior year, an increase of $28,221,000. This
increase is primarily due to operating partnership units issued in connection
with acquisitions.

ADJUSTED EBI TDA

Bel ow are the details of the changes by segment in Adjusted EBI TDA

Tenperature

Mer chandi se Control | ed
Tot al Ofice Ret ai | Mar t Logi stics O her
($in thousands)  eeeeeoeanaeeaiaan eeiiiiein eeeeeeneees eeeeeaoeee e
Year ended Decenber 31, 2001.......... $ 785,052 $ 379,800 $ 119,149 $ 110, 802 $ 78,437 $ 96,864
2002 Operations
Sane store operations(1l)........... 1,811 18, 165 (3,131)(3) (1,354)(5) (6,613) (6) (5,256)(7)
Acqui si tions, dispositions and
non-recurring income and
EXPENSES. .\ttt 134, 142 175, 360 (3,286) (4) (570) -- (37,362)(8)
Year ended Decenber 31, 2002.......... $ 921, 005 $ 573,325(2) $ 112,732 $ 108,878 $ 71,824 $ 54,246
% i ncrease (decrease) in sane
store operations................. . 2% 4.8% 2) (2.69%9(3) (1.29% (5) (8.4% (6) (5.49%9 (7)

(1) Represents operations which were owned for the sane period in each year and
excludes non-recurring income and expenses

(2) Adjusted EBITDA and the same store percentage increase was $303, 368 and
5.0% for the New York City office portfolio and $269,957 and 4. 1% for the
CESCR portfolio.

(3) Primarily due to | ower occupancy and increases in allowances for bad debt
expense as a result of the K-Mart and other bankruptcies and the expiration
of the Stop & Shop guarantees of several former Bradl ees |ocations. Average
occupancy for the year ended Decenber 31, 2002 was 88.3% (84.0% excl udi ng
| eases which have not conmenced as described in the follow ng sentences) as
conpared to 92% at Decenber 31, 2001. The 88. 3% occupancy rate includes
| eases for 490,000 square feet at five locations which have not conmenced
as of Decenmber 31, 2002. Three of these |ocations aggregating 268, 000
square feet are ground | eased to Lowe's which plans to denplish the
exi sting buildings and construct its own stores at the sites and two
| ocations containing 223,000 square feet are |eased to Wal-Mart, which
plans to denolish an existing building and construct its own store at one
of the sites and occupy the existing store at the other site. Al of these
redevel opnent projects are subject to governnental approvals and in sone
cases, the relocation of existing tenants



(4) Primarily due to the Conpany's share of |osses fromthe Starwood Ceruzzi
venture in 2002 of $1,416 (before depreciation) from properties placed in
service, as conpared to a gain of $1,394 fromthe sale of one of the
venture's assets in 2001. Adjusted EBI TDA aggregating $2,600 fromthe
acquisitions in the fourth quarter of 2002 of a 50% interest in the
Monnmouth Mall and the renmaining 50% interest in the Las Catalinas Mall the
Conpany did not previously own, was of fset by |ease term nation fees and
other refunds in the fourth quarter of 2001.

(5) The net of a $1,685 or 1.5% same store increase in the core portfolio and a
$3,300 or a 66%decline at the LA Mart as a result of rent reductions and
increased marketing expenditures.

(6) The Conpany reflects its 60% share of Vornado Crescent Portland
Partnership's ("the Landlord") rental inconme it receives from Ameri Col d
Logistics, its tenant, which | eases the underlying tenperature controlled
war ehouses used in its business. The Conpany's joint venture does not
recogni ze rental incone unless earned and collection is assured or cash is
recei ved. The Conpany did not recognize its $19, 349 share of the rent the
joint venture was due for the year ended Decenber 31, 2002. The tenant has
advised the Landlord that (i) its revenue for the year ended Decenber 31,
2002 from the warehouses it |eases fromthe Landlord, is |lower than |ast
year by .1% and (ii) its gross profit before rent at these warehouses for
the corresponding period decreased by $614 (a .001% decrease). The decrease
inrevenue is primarily attributable to a reduction in custoner inventory
turns, a rate reduction with a significant customer and tenporary plant
shut -downs. The decrease in gross profit is primarily attributable to
hi gher insurance and workers' conpensation. In addition, the tenant's cash
requirements for capital expenditures, debt service and a non-recurring
pension funding were $8,293 higher in the current year than in the prior
year, which inpacted the ability of the tenant to pay rent.

(7) The decrease in sane store operations was primarily due to (i) a $14,973
reduction in investnent income and (ii) a $9,342 reduction in operating
results at the Hotel Pennsylvania, partially offset by (iii) additional
devel opnent and commitnent fees from Al exander's and (iv) incone fromthe
Newki rk MLP. The reduction in investment inconme is primarily due to the
rei nvestment of the proceeds received fromthe repaynment of the Conpany's
$75,000 loan to NorthStar Partnership LP. in May 2002 at |ower yields (1.5%
vs. 22% and not recognizing i ncome on the Conpany's foreclosed |oan to
Primestone and outstanding |oan to Vornado Operating. The Hotel
Pennsyl vani a's operating results reflect a reduction in average occupancy
and REVPAR to 65% and $58 for the year ended Decenber 31, 2002, conpared to
63% and $70 for the year ended Decenber 31, 2001.

(8) Reflects net non-recurring items included in Adjusted EBI TDA (see page 65
footnote 2 for details)
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YEARS ENDED DECEMBER 31, 2001 AND DECEMBER 31, 2000
REVENUES

The Conpany's revenues, which consist of property rentals, tenant expense
rei mbursements and ot her inconme, were $985, 773,000 in the year ended Decenber
31, 2001 conpared to $926, 151,000 in the prior year, an increase of $59, 622, 000.
These increases by segnent resulted from

Dat e of Mer chandi se
($ in thousands) Acqui sition Tot al Ofice Ret ai | Mar t
Property Rental s:
Acqui sitions:
7 West 34th Street................. Novenmber 2000 $ 12,162 $ 12,162 $ -- $ --
33 North Dearborn Street........... Sept enber 2000 3,928 - - - - 3,928
LA Mart. ... Oct ober 2000 8, 622 -- -- 8, 622
715 Lexington Avenue............... July 2001 861 -- 861 --
Pl aza Suites on Main Street expansion Sept enber 2001 2,784 - - - - 2,784
DisposSitions....... ..., (8,343) (8,343) (1)
Hotel Activity........................ (18, 234) -- -- --
Trade Show Activity................... 4,490 -- -- 4,490
Leasing activity...................... 47, 260 43,183 (1,397) (4) 6, 843
Total increase in property rentals.... 53, 530 55, 345 (8,879) 26, 667
Tenant expense rei mbursenents:
Increase in tenant expense
rei mbursenments due to
acqui sitions/dispositions......... 5,730 2,502 624 2,604
Oher... .. 7,310 4,201 3,322 543
Total increase in tenant
expense reimbursements............ 13, 040 6, 703 3,946 3, 147
Qther IiNCOMB. . ... (6,948) (1, 724) (1,241) (1, 337)
Total increase in revenues.............. $ 59,622 $ 60, 324 $ 6,174) $ 28, 477

(18, 234) (3)
(1,365)(2

$( 23, 005)



(1) Results primarily fromthe 14th Street and Uni on Square property being
taken out of service for redevel opnent on February 9, 2001 and the sale of
the Conpany's Texas properties on March 2, 2000.

(2) Results primarily fromthe term nation of the Sports Authority |lease at the
Hot el Pennsyl vania in January 2001.

(3) Average occupancy and REVPAR for the Hotel Pennsylvania were 63% and $70
for the year ended Decenber 31, 2001 and 76% and $87 for the year ended
Decenber 31, 2000.

(4) Reflects a decrease of $2,514 in property rentals arising fromthe
straight-lining of rent escal ations.

See Suppl emental Information on page 81 for details of |easing activity.
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EXPENSES

The Conpany's expenses were $600, 626,000 in the year ended Decenber 31,
2001, conpared to $551, 101,000 in the prior year, an increase of $49,525, 000.
This increase by segment resulted from

($ in thousands)

Tot al Ofice Ret ai |
Operating:
Acqui si tions, dispositions and
non-recurring items ..................... $ 8,938 $ 5,115 $ (253)
Hotel activity ........ ... . . ... ... .. (3,331) (1) -- --
Same store operations ..................... 13, 838 13, 042 1,129
19, 445 18, 157 876
Depreci ation and anortization:
Acqui si tions, dispositions and
non-recurring items ..................... 1, 206 2,563 (2, 859)
Hotel activity ....... ... . . ..., 1,121 -- - -
Sane store operations ..................... 13,426 10, 788 162
15, 753 13,351 (2,697)
General and Administrative:
Qther expenses ............uiiiiiiniaa. 8, 815 2,020 2,909
Donations to Twin Towers Fund
and NYC Fireman's Fund .................. 1, 250 - - - -
Hotel activity
(1, 605) -- .-
Appreciation in val ue of
Vor nado shares and ot her
securities held in officer's
deferred conpensation trust ............. 644 -- --
9, 104 2,020 2,909
Costs of acquisitions
and devel opnent not
consunmated ......... ... 5,223 -- --
$ 49,525 $ 33,528 $ 1,088

Mer chandi se
Mar t

$  (2,123)
(3,331)
(2, 688)

1, 250

(1, 605)

(1) Includes $1,900 for the collection of a receivable froma comercial tenant
of the Hotel in 2001 which was previously fully reserved.

I NCOVE APPLI CABLE TO ALEXANDER' S
I ncome applicable to Al exander's (loan interest income, nenagenment, |easing

and devel opment fees, and equity in incone) was $25,718,000 in the year ended
Decenmber 31, 2001, conpared to $17,363,000 in the prior year, an increase of
$8, 355, 000. This increase resulted primarily fromthe Conpany's share of

Al exander's gain on sale of its Fordham Road property on January 12, 2001.
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| NCOME FROM PARTI ALLY- OANED ENTI Tl ES

In accordance with generally accepted accounting principles, the Conpany



reflects the income it
(ii) entities it owns nore than 50% of,

board and managenent
rights on all

statements of incone

entities by investnment as well
partially-owned entities for the year

prior year:

($ in thousands)

YEAR ENDED
DECEMBER 31, 2001:
Revenues ...........
Expenses:
Operating, general
admini strative
Depreciation .....
I nterest expense .
O her, net

Net Income .........

Vornado's interest .
Equity in net incone
Interest and other i
Fee incone .........

significant

receives from (i) entities it owns |less than 50% of and
but which have a partner who has shared

representation and authority and substantive participating
on the equity nmethod of accounting

. Below is the detail

busi ness deci si ons,
resulting in such incone appearing on one line in the Conpany's consolidated
incone frompartially-owned
as the increase (decrease) in income from

ended Decenber 31, 2001 as conpared to the

Incone from partially-owned

entities

YEAR ENDED
DECEMBER 31, 2000:
Revenues ...........
Expenses:
Operating, general
admi nistrative
Depreciation .....
I nterest expense .
O her, net

Net Income .........

Vornado's interest .
Equity in net incone
Interest and other i
Fee inconme .........

Income from partially-owned

entities .........

| NCREASE ( DECREASE)
| NCOVE FROM
PARTI ALLY- O\NED

YEAR ENDED
DECEMBER 31, 2001:
Revenues ...........
Expenses:
Operating, general
admini strative
Depreciation .....
I nterest expense .
O her, net

Net Income .........

Tenperature Newki r k Las
Control | ed Joi nt Cat al i nas
Tot al CESCR Logi stics Vent ure Mal |
....... $ 747,902 $ 382, 502 $ 126, 957 $ 179, 551 $ 14, 377
and
....... (180, 337) (135, 133) (8,575) (13, 630) (2,844)
....... (141, 594) (53, 936) (58, 855) (20, 352) (2,330)
....... (236, 996) (112, 695) (44, 988) (65, 611) (5, 705)
....... 6,181 1,975 2,108 4,942 --
....... $ 195, 156 $ 82,713 $ 16, 647 $ 84, 900 $ 3,498
....... 34% 60% 30% 50%
...... $ 67,679 $ 28, 653 $ 9, 988 $ 25, 470 $ 1,749
ncome . 7,579 -- 2,105 5,474 --
....... 5, 354 -- 5, 354 .- .
....... $ 80, 612 $ 28, 653 $ 17, 447 $ 30, 944 $ 1,749
....... $ 698, 712 $ 344,084 $ 154, 467 $ 143, 272 $ 14, 386
and
....... (175, 135) (129, 367) (9, 029) (10, 652) (3,817)
....... (126, 221) (42,998) (57, 848) (14, 786) (2,277)
....... (218, 234) (98, 565) (46, 639) (58, 284) (4,812)
....... 2,113 3,553 (3,667) 2,557
....... $ 181, 235 $ 76, 707 $ 37,284 $ 62, 107 $ 3,480
....... 34% 60% 30% 50%
...... $ 67,392 $ 25,724 $ 22,370 $ 18, 632 $ 1,817
ncome . 6,768 -- 874 5,894 --
....... 5,534 -- 5,534 -- --
....... $ 79, 694 $ 25,724 $ 28,778 $ 24,526 $ 1,817
I'N
ENTITIES. $ 918 $ 2,929 $ (11, 331) $ 6,418 $ (68)
St ar wood Partially-
Ceruzzi Owned
Joi nt Ofice
Vent ure Bui | di ngs O her
....... $ 1, 252 $ 43, 263 $ --
and
....... (820) (19, 335) --
....... (501) (5, 620) --
....... -- (7,997) --
....... 275 1, 759 (4,878)
....... $ 206 $ 12,070 $ (4,878)




Vornado's interest ........ 80% 34% 50%
Equity in net income ...... $ 165 $ 4,093 $ (2,439)
Interest and other incone . - - -- _-
Fee inconme ................ -- -- - -

Income from partially-owned

entities ................ $ 165 $ 4,093 $ (2,439)
YEAR ENDED
DECEMBER 31, 2000:
Revenues .................. $ 303 $ 42,200 $ --
Expenses:

Qperating, general and

adm nistrative ....... (1, 740) (20, 530) --

Depreciation ............ (153) (8,159) --

I nterest expense ........ -- (9, 934) --

O her, net .............. -- 2,561 (2,891)
Net Income ................ $ (1, 590) $ 6,138 $ (2,891)
Vornado's interest ........ 80% 46% 98%

Equity in net inconme ...... $ (1, 150) $ 2,832 $ (2,833)
Interest and other incone . --
Fee income ................ -- -- --
Income from partially-owned

entities ................ $ (1, 150) $ 2,832 $ (2,833)

| NCREASE ( DECREASE) | N
| NCOVE FROM
PARTI ALLY- OWNED ENTI TIES. $ 1,315 $ 1, 261 $ 394
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I NTEREST AND OTHER | NVESTMENT | NCOVE

Interest and other investnent incone (interest incone on nortgage |oans
recei vable, other interest inconme, dividend income and net gains on marketable
securities) was $54, 385,000 for the year ended Decenmber 31, 2001, conpared to
$33,798,000 in the prior year, an increase of $20,587,000. This increase
resulted primarily fromthe acquisition of NorthStar subordinated unsecured debt
(22% effective rate) on Septermber 19, 2000 and a |oan to Prinestone |nvestnent
Partners, L.P. on Septenber 28, 2000 (20%effective rate).

On Septenber 28, 2000, the Conpany nmade a $62, 000, 000 | oan to Prinestone
I nvestment Partners, L.P. The Conpany received a 1% upfront fee and is entitled
to receive certain other fees aggregating approxi mately 3% upon repaynent of the
| oan. The | oan bears interest at 16% per annum Prinmestone |nvestnent Partners,
L.P. defaulted on the repaynent of this |loan on October 25, 2001. The Conpany's
| oan was subordinate to $37,957,000 of other debt of the borrower that |iened
the Conpany's collateral. On October 31, 2001, the Conpany purchased the other
debt for its face ampunt. The |oans are secured by 7,944,893 partnership units
in Prinme Group Realty, L.P., the operating partnership of Prime Goup Realty
Trust (NYSE: PGE), which units are exchangeable for the same number of shares of
PCE. The loans are also guaranteed by affiliates of the borrower. The Conpany
has commenced forecl osure proceedings with respect to the collateral.

On Novenmber 19, 2001 the Conpany sold, pursuant to a participation
agreenent with a subsidiary of Cadiminc., a Canadian pension fund, a 50%
participation in both |oans at par for approximtely $50, 000,000 reducing the
Conpany's net investment in the |oans at Decenber 31, 2001 to $56, 768, 000
including unpaid interest and fees of $6,790,000. Under the terns of the
participation agreenment, cash paynments received shall be applied (i) first, to
the rei mbursenent of reinbursable out-of-pocket costs and expenses incurred in
connection with the servicing, admnistration or enforcement of the |oans after
Novenber 19, 2001, (ii) second, to the Conpany and Cadimpro rata in proportion
to the anpunt of interest and fees owed to them (all of such fees and interest
accrued through Novenber 19, 2001 are for the account of Vornado and all of such
fees and interest accrued after Novenber 19, 2001 accrue on a 50/50 basis to the
Conpany and Cadim and (iii) third, 50%to the Conpany and 50%to Cadim The
Conpany has agreed that in the event the Conpany acquires the collateral in a
forecl osure proceeding it will, upon the request of Cadim deliver 50% of such
collateral to Cadim

For financial reporting at Decenber 31, 2002, purposes, the gross anopunt of
the | oan, $106, 768,000, is included in "Notes and nortgage | oans receivable" and
Cadim s 50% participation, $50,000,000, is reflected in "Other liabilities". The
Conpany did not recognize incone on these |loans for the period from Novenber 19,
2001 t hrough Decenber 31, 2001, and will not recognize income until such tine
that cash is received or foreclosure proceedi ngs have been consummat ed.



Included in interest and other investnent income for the year ended
Decenber 31, 2001, is $2,422,000 of interest income fromthe $31, 424,000 note
recei vabl e the Conpany has from Vornado Operating. Vornado Operating has only
one significant asset, its investnent in AmeriCold Logistics and does not
generate positive cash flow sufficient to cover all of its expenses.
Accordingly, comencing January 1, 2002, the Conpany will no |onger recognize
the interest income due on the $31,424,000 | oan until Vornado Operating is cash
flow positive in an anmbunt sufficient to fund the interest due to the Conpany.

I NTEREST AND DEBT EXPENSE

Interest and debt expense was $173, 076,000 for the year ended Decenber 31,
2001, conpared to $180, 505,000 in the prior year, a decrease of $7,429,000. This
decrease resulted primarily froma $36,270, 000 savings froma 289 basis point
reduction in weighted average interest rate on variable rate debt partially
of fset by interest on higher average outstanding | oan bal ances. |nterest and
debt expense includes anortization of debt issuance costs of $8,458,000 and
$8, 423,000 for the years ended December 31, 2001 and 2000.
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NET LOSS ON DI SPOSI TI ON OF WHOLLY- OANED AND PARTI ALLY- OANED ASSETS OTHER THAN
DEPRECI ABLE REAL ESTATE

The following table sets forth the details of net |oss on disposition of

whol | y-owned and partiall y-owned assets other than depreciable real estate for
the year ended Decenber 31, 2001 (no gains/losses in 2000):

($ in thousands)
WHOLLY- OANED ASSETS:

Wite-off of investnents in technology conpanies.......... $ (16,513)
PARTI ALLY- ONNED ASSETS:

After-tax net gain on sale of Park Laurel condom niumunits 15, 657

Wite-off of net investment in the Russian Tea Room ("RTR") (7,374)

[, 1T 160

$ (8,070)

WRI TE- OFF | NVESTMENTS | N TECHNOLOGY COVPANI ES

In the first quarter of 2001, the Conpany recorded a charge of
$4,723,000 resulting fromthe wite-off of an equity investnent in a
technol ogy conpany. In the second quarter of 2001, the Conpany recorded an
addi ti onal charge of $13,561,000 resulting fromthe wite-off of all of its
remai ning equity investnents in technol ogy conpani es due to both the
deterioration of the financial condition of these conpanies and the |ack of
acceptance by the market of certain of their products and services. In the
fourth quarter of 2001, the Conpany recorded $1, 481,000 of income resulting
fromthe reversal of a deferred rent liability relating to the term nation
of an agreement pernmitting one of the technol ogy conpani es access to its
properties.

AFTER- TAX NET GAIN ON SALE OF PARK LAUREL CONDOM NI UM UNI TS

In the third and fourth quarters of 2001, the Park Laurel Joint
Venture (69% i nterest owned by the Conpany) conpleted the sale of 52
condom niumunits of the total 53 units and received proceeds of
$139, 548, 000. The Conpany's share of the after tax net gain was $15, 657, 000
and is after a charge of $3,953,000 (net of tax benefit of $1,826,000) for
awar ds accrued under the venture's incentive conpensation plan.

WRI TE- OFF OF NET | NVESTMENT | N RTR

In the third quarter of 2001, the Conpany wrote-off its entire net
investnent of $7,374,000 in RTR based on the operating | osses and an
assessnent of the value of the real estate.

GAINS ON SALE OF REAL ESTATE

In Septenmber 1998, Atlantic City condemmed the Conpany's property. In
the third quarter of 1998, the Conpany recorded a gain of $1,694, 000, which
reflected the condemmation award of $3, 100,000, net of the carrying val ue
of the property of $1,406,000. The Conpany appeal ed the ampunt and on June
27, 2001, was awarded an additional $3,050,000, which has been recorded as
a gain in the quarter ended June 30, 2001.

On August 6, 2001, the Conpany sold its |easehold interest in 550/600
Mamar oneck Avenue for $22,500, 000, which approximated its net book val ue.

On May 17, 2001, the Conpany sold its 50%interest in 570 Lexi ngton
Avenue for $60, 000,000, resulting in a gain of $12, 445, 000.

During 2000, the Conpany sold (i) its three shopping centers |ocated



in Texas for
West port, Connecti cut
of $8, 405, 000

OTHER

The Conpany recorded the cunul ative effect

$25, 750, 000
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resulting in a gain of $2,560,000 and (ii) it
office property for $24, 000, 000

resulting inag

of a change in accounting

s
ain

principle of $4,110,000 in the first quarter of 2001. The Conpany had previously

mar ked-t o- mar ket changes in the value of stock purchase warrants through

accunul at ed ot her

conpr ehensi ve | oss. Under

SFAS No. 133, Accounting for

Derivative Instrunents and Hedgi ng Activities

as anended,

those changes are

recogni zed through earnings

and accordingly

the Conmpany has reclassified

$4, 110, 000 from accunul at ed ot her conprehensive |loss to the consolidated

st atement of

incone as of January 1, 2001

Future changes in value of such

securities will

Mnority interest was $112, 363,000 for the year ended Decenber

be recorded through earnings

31, 2001

conpared to $102, 374,000 for the prior year, an increase of $9,989,000. This
increase is primarily due to an increase in perpetual preferred units
distributions for units issued in 2000 and 2001
ADJUSTED EBI TDA

Bel ow are the details of the changes by segnent in Adjusted EBI TDA

($ in thousands)

Tenperature

Mer chandi se Control | ed
Tot al Ofice Ret ai | Mar t Logi stics O her
Year ended Decerber 31, 2000 $ 737,750 $ 331,025 $ 120,661 $ 91,858 $ 93, 160 $ 101, 046
2001 Operations
Same store operations(1l)........ 32, 485 37,731 3,305 7,508 (14, 723) (3) (1, 336)
Acqui si tions, dispositions and
non-recurring income and
eXPENSES. . o v it 14, 817 11, 044 (4,817) 11, 436 -- (2, 846)
Year ended Decenber 31, 2001 $ 785,052 $ 379, 800(2) $ 119, 149 $ 110, 802 $ 78, 437 $ 96,864(4)
% i ncrease (decrease) in sane
store operations.............. 4. 4% 11. 49% 2) 2. 7% 8.2% (15.8% (3) (1.3% (4)

(1) Represents operations which were owned for the same period in each year.

(2)

Adj usted EBI TDA and the sane store percentage increase was $295, 222 and

13. 7% for the New York City office portfolio and $84,943 and 3.6% for the

CESCR portfolio.
(3) The tenant has reported that (i)
31, 2001 from the warehouses it
last year by 4.2% and (ii)

| eases fromthe Landlord, is lower than

its revenue for the year ended Decenber

its gross profit before rent at these warehouses

for the corresponding period is |ower than |ast year by $26,764 (a 14.4%

decline). This decrease is attributable to a reduction in tota
inventory stored at the warehouses and customer inventory turns

Based on the Landlord's policy of recognizing renta
collection is assured or cash is received
$15, 281 and $8, 606 of the rent
2001 and 2000. On Decenber
its obligation to pay $39,812 of deferred rent
was $23,887. This ampunt equals the rent which was not
by the Conpany and accordingly had no profit and |oss effect to the
Conpany

the Conpany di d not
it was due in the years ended Decenber

(4) Included in "Other" is $2,422 of interest income fromthe $31, 424 note

recei vabl e the Conpany has from Vornado Operating. Vornado Operating has
in Ameri Cold Logistics and does

only one significant asset, its investnent

cust oner

i ncone when earned and
recogni ze
31,
31, 2001 the Landlord rel eased the tenant from
of which the Conpany's share
recogni zed as incone

not generate positive cash flow sufficient to cover all of its expenses
Accordi ngly, commencing January 1, 2002, the Conpany no |onger recognizes
interest income due on the $31,424 |oan until Vornado Operating is cash

flow positive in an amount sufficient to fund the interest due to the
Conpany
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SUPPLEMENTAL | NFORNMATI ON

THREE MONTHS ENDED DECEMBER 31,

Bel ow is a summary of Net
three nonths ended Decemnber

($ in thousands)

2002 AND DECEMBER 31, 2001

I ncome and Adjusted EBITDA by segnent for the
31, 2002 and 2001.

For

The Three Months Ended Decenber

31, 2002

Tenperature

Merchandi se Control | ed
Tot al Ofice Ret ai | Mar t Logi stics O her (2)
Rental S. ... $ 317, 475 $ 217,807 $ 35,033 $ 47,579 $ -- $ 17,056
Expense reinmbursenents.............. . ... . ..., 41, 540 21, 500 14, 561 4, 885 -- 594
Other iNCOMB. .. ... s 7,816 6, 640 558 554 -- 64
Total revenues. ..............ouiiiiiiiinnnnnn.n 366, 831 245, 947 50, 152 53,018 -- 17,714
Operating exXpPensesS. ... ..ot 144, 095 89, 600 19, 636 21,491 - - 13, 368
Depreciation and anortization.................. 55, 388 39, 755 4,740 6, 435 - - 4, 458
Ceneral and admnistrative..................... 26, 115 7,535 1, 258 5, 090 - - 12, 232
Cost of acquisitions and devel oprment
not consunmated. ............. .. ... 6,874 - - - - - - - - 6, 874
Anortization of officer's deferred conpensation
EXPENS . ottt 6, 875 -- -- -- -- 6, 875
Total eXPensesS. . ..... ...t 239, 347 136, 890 25,634 33,016 -- 43, 807
Operating iNCOMB. . .....o i 127, 484 109, 057 24,518 20, 002 -- (26, 093)
Income applicable to Alexander's............... 7,044 - - - - - - - - 7,044
Income frompartially-owned entities........... 14, 312 92 116 (119) 3,920(4) 10, 303
Interest and other investment incone........... 5,702 1,401 78 83 - - 4,140
Interest and debt expense...................... (60, 595) (35, 384) (15, 499) (3,789) -- (5,923)
Net | oss on disposition of wholly-owned and
partially-owned assets other than real
estate. ... . (16, 295) -- -- -- -- (16, 295)
Mnority interest........ ...ty (32,773) (30, 824) (3,661) (7,477) (1,558) 10, 747
Net 1 NCOMB. ..ot e 44,879 44, 342 5,552 8,700 2,362 (16, 077)
Cunul ative effect of change in accounting
principle. . . ... -- -- -- -- -- --
Interest and debt expense(3)................... 76, 861 35,079 15, 499 4,022 6, 223 16, 038
Depreciation and anortization(3)............... 69, 250 41, 020 5,202 6,725 8, 832 7,471
EBI TDA. . oottt 190, 990 120, 441 26, 253 19, 447 17, 417 7,432
Adj ust ment s:
Mnority interest....... ... .. 32,773 30, 824 3,661 7,477 1, 558 (10, 747)
Straight-lining of rents net of a $4,071
al | owance for uncollectible rents(3) ......... (2,357) (3,448) 481 1, 065 -- (455)
Anortization of bel ow market |eases, net ...... (3, 283) (3,118) (165) - -- --
Ot her . o (1, 454) -- -- - 103 (1,557)
Adjusted EBITDA(L) . .....oiii i $ 216, 669 $ 144,699 $ 30,230 $ 27,989 $ 19, 078 $ (5,327)
See notes on follow ng page.
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($ in thousands) For The Three Mnths Ended Decenber 31, 2001
Tenperature
Mer chandi se Control | ed
Tot al Ofice Ret ai | Mar t Logi stics O her (2)
Rentals ....... ... . . . $ 213, 488 $ 117,107 $ 30,445 $ 52,151 $ 13,785
Expense reinmbursenents ............. .. ..., 30, 263 11, 327 14, 147 3,635 - - 1,154
Other iNCOMEB ... ... . e 3,072 1,588 (488) 882 -- 1,090
Total revenues .............uiiiiiinnnn.. 246, 823 130, 022 44,104 56, 668 - - 16, 029
Operating exXpPenses . ........iiiiiiiin. 99, 533 52,988 15, 557 20, 680 - - 10, 308
Depreciation and anortization ................. 32,636 18, 659 4,374 7,141 -- 2,462
CGeneral and administrative .................... 20, 866 3, 665 263 4,795 - - 12, 143



Costs of acquisitions and devel opment .........

not consummated ........................... 223 -- -- -- -- 223
Total eXPEeNSEeS ...ttt 153, 258 75, 312 20, 194 32,616 - - 25,136
Operating iNCOMB . ... .. 93, 565 54,710 23,910 24,052 -- (9,107)
Income applicable to Alexander's .............. 3,126 -- -- -- -- 3,126
Income frompartially-owned entities .......... 18, 538 8, 057 (1, 095) (70) 4,538(4) 7,108
Interest and other investnment incone .......... 10, 454 1, 100 88 268 - - 8, 998
Interest and debt expense ..................... (36, 633) (10, 550) (13, 983) (7,488) -- (4,612)
Net gain on disposition of wholly-owned and

partially-owned assets other than real estate 3,719 -- - - 160 - - 3,559
Mnority interest .............. i, (28, 432) (13,997) (4,176) (4, 240) (2,674) (3, 345)
Net iNCOMB ... .. s 64, 337 39, 320 4,744 12, 682 1, 864 5,727
Mnority interest ........... ... .. ... 28, 432 13, 997 4,176 4,240 2,674 3,345
Net gain on disposition of wholly-owned and

partially-owned assets other than real estate (160) -- -- (160) -- --
Interest and debt expense(3) .................. 64, 180 20, 663 14,592 7,488 6, 261 15, 176
Depreciation and anortization(3) .............. 52, 386 24,012 5, 066 7,141 8, 604 7,563
Straight-lining of rents(3) ................... (3,458) (3,817) 1,871 (1,126) -- (386)
Ot her ... (3,697) 218 -- -- 494 (4, 409)
Adjusted EBITDA(L) . ...t $ 202, 020 $ 94,393 $ 30,449 $ 30,265 $ 19, 897 $ 27,016

(1) Adjusted EBI TDA represents EBI TDA adjusted for gains or |osses on
sal es of depreciable real estate, the effect of straight-lining of rent
escal ations, anortization of acquired bel ow market |eases net of above
mar ket | eases and minority interest. Managenent considers Adjusted EBITDA a
suppl emental measure for meking decisions and assessing the performance of
its segments. Adjusted EBITDA is presented as a neasure of "operating
performance" which enables the reader to identify trends fromperiod to
period and may be used to conpare "same store" operating performance to
ot her conpanies, as well as providing a neasure for determ ning funds
avail able to service debt. Adjusted EBI TDA may not be conparable to
simlarly titled measures enployed by other conpanies.

(2) Adjusted EBITDA - Other is conprised of:

($ in thousands) 2002 2001
Newki rk Joint Ventures (30%interest):

Equity in income of limted partnerships...................... $ 14,827 $ 14,238
Interest and other income.............. ... ..., 2,124 4,155
Alexander's (33.1% interest). ... ... 7,832 3,417
Hotel Pennsylvania......... ... ... 3,015 2,671
Net gain on sale of condominiumunits............... ... ......... 30 1,788
Corporate general and adnministrative expenses................... (11, 183) (12, 143)
I nvestment income and other....... ... ... .. .. .. .. .. .. .. .. ... 6, 288 12, 890
Primestone inmpai rment 1 0SS. .. ... e (15, 857) --
Oficer's deferred compensation............... . oo, (6, 875) --
Pal i Sades. . .. ... 1, 346 - -
Wite-of f of 20 Tines Square pre-devel opment costs.............. (6,874) --
Total . oo $ (5,327) $ 27,016

(3) Interest and debt expense, depreciation and anortization and
straight-lining of rents included in the reconciliation of net income to
EBI TDA or Adjusted EBITDA refl ects anpunts which are netted in income from
partially-owned entities.

(4) Net of $6,987 and $7,630 of rent not recognized as inconme for the fourth
quarter of 2002 and 2001,
respectively.
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Bel ow are the details of the changes by segment in Adjusted EBI TDA.

($ in thousands) Tenperature
Mer chandi se Controll ed
Tot al Ofice Ret ai | Mar t Logi stics O her

Three nont hs ended

Decenber 31, 2001......... $ 202, 020 $ 94,393 $ 30, 449 $ 30, 265 $ 19,897 $ 27,016
2002 Operati ons:
Sane store operations(1).. (4, 899) 3,558 (1,519)(3) (1, 794) (5) (819) (4,325)(6)

Acqui si tions, dispositions



and non-recurring incone
and expenses............ 19, 548 46, 748 1, 300(4) (482) --
Three nont hs ended
Decenber 31, 2002......... $ 216, 669 $ 144,699(2) $ 30, 230 $ 27,989 $ 19,078

(28,018) (7)

$ (5,327)

% (decrease) increase in sane
store operations........ (2.4% 3. 8% 2) (5.0% (3) (5.9% (5) (4.1%

(16.0%

(1) Represents operations, which were owned for the same period in each year.
(2) Adjusted EBITDA and sane store percentage increase was $75,303 and 3.8% for
the New York City office portfolio and $69, 396 and 3.6% for the CESCR

portfolio.

(3) Primarily due to | ower occupancy and increases in allowances for bad debt
expense as a result of the K-Mart and ot her bankruptcies and the expiration
of the Stop & Shop guarantees of several former Bradl ees |ocations. Average
occupancy for the quarter ended Decenmber 31, 2002 was 86% (82% excl uding
| eases which have not commenced) as conpared to 92% at Decenber 31, 2001.

(4) Primarily due to Adjusted EBI TDA aggregating $2,600 fromthe acquisitions
in the fourth quarter of 2002 of a 50% interest in the Monmouth Mall and
the remamining 50%interest in the Las Catalinas Mall the Conpany did not
previously own, offset by |lease term nation fees and other refunds in the
fourth quarter of 2001.

(5) Primarily due to rescheduling of two trade shows fromthe fourth quarter of
2002 to the first quarter of 2003.

(6) Primarily due to the reinvestnment of the proceeds received fromthe
repaynent of the Conpany's $75,000 |loan to NorthStar Partnership L.P. in
May 2002 at |ower yields and from not recogni zing income on the Conpany's
foreclosed loan to Primestone and | oan to Vornado Operating.

(7) Reflects net non-recurring itens included in Adjusted EBI TDA.

In conparing the financial results of the Conpany's segnments on a quarterly
basis, the follow ng should be noted:

- The third quarter financial results of the Ofice and Merchandi se Mart
segnents have historically been inpacted by higher net utility costs
than in each other quarter of the year;

- The fourth quarter financial results of the Retail segnment have
historically been higher than the first three quarters due to the
recognition of percentage rental income in that quarter; and

- The second and fourth quarter financial results of the Merchandi se
Mart segnent have historically been higher than the first and third
quarters due to major trade shows occurring in those quarters.

Bel ow are the details of the changes by segnent in Adjusted EBITDA for the
three nonths ended Decenber 31, 2002 conpared to the three nonths ended
Sept ember 30, 2002:

($ in thousands) Tenperature
Mer chandi se Controll ed
Tot al Ofice Ret ai | Mar t Logi stics

Three nonths ended
Sept enber 30, 2002........ $ 230,599 $ 140, 248 $ 29,277 $ 23,424 $ 14,864 $
2002 Operati ons:
Same store operations(1l).. 10, 537 5,851 (2,047) 3,331 (2) 4,214(3)
Acqui si tions, dispositions
and non-recurring incone
and expenses............ (24, 467) (1, 400) 3, 000 1, 234 --

Three nont hs ended
Decenmber 31, 2002......... $ 216, 669 $ 144,699 $ 30, 230 $ 27,989 $ 19,078 $

22,786

(812)

(27, 301)

(5,327)

% i ncrease (decrease) in sane
store operations........ 4. 6% 4, 29% 1) (7.0% 14. 2% 2) 28. 49% 3)

(3.6%

(1) Adjusted EBITDA and sane store percentage increase was $75,303 and 6.1% for
the New York City office portfolio and $69,396 and 2.2% for the CESCR
portfolio.

(2) Reflects higher incone due to timng of trade shows.

Primarily due to seasonality of tenant's operations.
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LEASI NG ACTIVITY



The following table sets forth certain information for the properties the
Conpany owns directly or indirectly, including |easing activity:

(square feet and cubic feet in thousands) Ofice
AS OF DECEMBER 31, 2002: New Yor k
Cty CESCR Ret ai |
Square feet.......... ... . ... 14,304 13, 395 12,528
Cubic feet....... ... ... ... i -- -- --
Nunber of properties..................... 21 53 62
Cccupancy rate..........ovuiiennnnnnnn... 95. 9% 93. 6% 88.3%

Leasing Activity:
Quarter ended Decenber 31, 2002:

Square feet............. .. .. ... ... 138 516 890
Initial rent(1).................... $ 44.15 $ 30.21 $ 11.17
Rent per square foot on relet space:
Square feet........... ... ......... 124 419 776
Initial rent (1).................. $ 44.58 $ 30.79 $ 11.43
Prior escalated rent.............. $ 36.10 $ 29,22 $ 8.67
Per cent age i ncrease (decrease).... 23. 5% 5.4% 31. 8%

Rent per square foot on space
previously vacant:

Square feet........... ... ... ... 14 97 114
Initial rent (1).................. $ 41.94 $ 31.01 $ 9. 46
Year Ended Decenber 31, 2002:
Square feet............. .. .. ... ... 579 2,342 1, 960
Initial rent(1)........ ... ... .... $ 44.82 $ 31.01 $ 9.73
Rent per square foot on relet space:
Square feet............ .. ......... 457 2,025 1, 339
Initial Rent(1).......covvuuee.. $ 44.34 $ 31.29 $ 12.17
Prior escalated rent.............. $ 34.11 $ 29.66 $ 9.19
Percentage increase............... 30. 0% 5.5% 32. 4%
Tenant inprovenents per square foot $ 39.00 $ 14.23 --
Leasi ng conmi ssi ons per square foot $ 16.47 $ 3.39 --

Rent per square foot on space
previously vacant:

Square feet........... ... ... ... 122 317 621(2)
Initial rent (1).................. $ 46.80 $ 29.21 $ 4.48

AS OF DECEMBER 31, 2001:

Square feet....... ... i 14, 300 4, 386 11, 301
Cubic feet. ... ... ... ... .. ... .. .. .. ... ... -- -- --
Nurmber of properties..................... 22 52 55
Qocupancy rate. . .......oiinn i 97. 4% 94. 8% 92. 0%

AS OF DECEMBER 31, 2000:

Square feet........ ... .. 14, 396 4,248 11, 293
Cubic feet............. .. ... ... .. ........ -- -- --
Nunber of properties..................... 22 51 55
Qccupancy rate. ..., 96. 3% 97. 9% 92. 0%

(1) Mbst leases include periodic step-ups in rent, which are not reflected in
the initial rent per square foot |eased.
(2) Gound |eases.

In addition to the above, 48,000 square feet of retail space included in
the NYC office properties was | eased at an initial rent of $112.01 per square
foot for the year ended Decenber 31, 2002. Further, the Conpany |eased 140, 000
square feet of garage space at a weighted average initial rent per square foot
of $19.02.

-81-

PRO FORMA OPERATI NG RESULTS - CESCR ACQUI SI TI ON

Bel ow is a summary of net income, Adjusted EBI TDA and funds from operations
for the years ended Decenber 31, 2002 and 2001, giving effect to the follow ng
transactions as if they had occurred on January 1, 2001: (i) the acquisition of
the remai ning 66% of CESCR on January 1, 2002 and (ii) the Conpany's Novenber
21, 2001 sale of 9,775,000 cormmon shares and the use of proceeds to repay
i ndebt edness.

@ ¥

$

@ ¥

Mer chandi se Mart

Ofice Showr oom
2,838 5,528
9 9

89. 2% 95. 2%
63 121
30. 20 $ 22.89
63 121
30. 20 $ 22.89
31.85 $ 21.68

(5.29% 5.6%

164 911
26.97 $ 18.99
164 911
26.97 $ 18.99
26. 66 $ 18.63

1.2% 2. 0%
18.74 $ 2.65
5.08 --
2,841 5,532
9 9

89. 2% 95. 5%
2,869 5, 044
9 9

90. 2% 97. 6%

Year Ended Decenber

31,

Tenper ature
Controll ed
Logi stics

17,509
441, 500

78. 5%

17,695
445, 200

80. 7%

17, 495
438, 900
88

82. 0%



(amounts in thousands, 2001

except per share anounts) 2002 (Pro Forma)

REVEBNUES. . ottt $ 1,435,070 $ 1,384,933
Net 1 NCOMB. . .. $ 232,903 $ 295, 805
Preferred share dividends. ... ..... ... ... i (23,167) (36, 505)
Net income applicable to comon shares................... ... ....... $ 209, 736 $ 259, 300
Net income per common share - diluted............... ... ... ........ $ 1.91 $ 2.55
Adjusted EBITDA. . ... $ 921, 005 $ 949, 613
Funds fromoperati ons(L). ... ..ot e $ 407,173 $ 427,426
Shares used for determ ning funds from operations per share........ 112, 600 109, 494

(1) See page 91 for further details on funds from operations.
SENI OR UNSECURED DEBT COVENANT COMPLI ANCE RATI OS
The following ratios as of and for the three nonths ended Decenber 31,

2002, are conputed pursuant to the covenants and definitions of the Conpany's
seni or unsecured notes due 2007.

Act ual Requi red
Total Qutstanding Debt/Total Assets....................... 48% Less than 60%
Secured Debt/Total Assets................ ... .. . . ... 43% Less than 55%
I nterest coverage (Annualized Conmbined EBI TDA to Annual i zed
Interest EXPENsSe) .. ... ... 2.97 Greater than 1.50
Unencunbered Assets/ Unsecured Debt....................... 674% Greater than 150%

The covenants and definitions of the Conpany's senior unsecured notes due
2007 are described in Exhibit 4.2 to the quarterly report on Form 10-Q for the
three nonths ended Septenber 30, 2002.
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RELATED PARTI ES
LOAN AND COVPENSATI ON AGREEMENTS

At Decenber 31, 2002, the loan due from M. Roth, in accordance with his
enpl oynent arrangement, was $13, 122,500 ($4, 704,500 of which is shown as a
reduction in shareholders' equity). The |loan bears interest at 4.49 % per annum
(based on the applicable Federal rate) and matures in January 2006. The Conpany
al so provided M. Roth with the right to draw up to $15, 000, 000 of additi onal
| oans on a revolving basis. Each additional loan will bear interest, payable
quarterly, at the applicable Federal rate on the date the loan is nmade and will
mature on the sixth anniversary of the |oan.

On May 29, 2002, M. Roth replaced common shares of the Conpany securing
the Conpany's outstanding loan to M. Roth with options to purchase common
shares of the Conpany with a value of not less than two tinmes the | oan
amount. As a result of the decline in the value of the options, M. Roth
suppl emented the collateral with cash and marketabl e securities.

At Decenber 31, 2002, |oans due from M. Fascitelli, in accordance with his
enpl oynent agreenent, aggregated $8,600,000. The | oans, which were scheduled to
mature in 2003, have been extended to 2006 in connection with the extension of
M. Fascitelli's enployment agreenent (discussed below) and bear interest,
payabl e quarterly at a weighted average interest rate of 3.97% (based on the
appl i cabl e Federal rate).

Pursuant to his 1996 enpl oynment agreenent, M. Fascitelli becanme entitled
to a deferred payment consisting of $5 nmillion in cash and a convertible
obli gati on payabl e Novenber 30, 2001, at the Conpany's option, in either 919, 540
Conpany conmmon shares or the cash equival ent of their appreciated value, so |ong
as such appreciated value is not less than $20 million. The Conpany delivered
919, 540 shares to a rabbi trust upon execution of the 1996 enpl oynent agreenent.
The Conpany accounted for the stock conpensation as a variable arrangenent in
accordance with Plan B of EITF No. 97-14 "Accounting for Deferred Conpensation



Arrangenents Where Ampunts Earned Are Held in a Rabbi Trust and |Invested" as the
agreement pernmitted settlenment in either cash or comon shares. Follow ng the
gui dance in EITF 97-14, the Conpany recorded changes in fair value of its
conpensation obligation with a corresponding increase in the liability
"Officer's Deferred Conpensation". Effective as of June 7, 2001, the paynent
date was deferred until Novenber 30, 2004. Effective as of Decenber 14, 2001,
the paynment to M. Fascitelli was converted into an obligation to deliver a
fixed nunmber of shares (919,540 shares), establishing a measurenent date for the
Conpany' s stock conpensation obligation, accordingly the Conpany ceased
accounting for the Rabbi Trust under Plan B of the EITF and began Plan A
accounting. Under Plan A, the accunmulated liability representing the val ue of
the shares on Decenber 14, 2001, was reclassified as a conponent of

Shar ehol ders' Equity as "Deferred conpensation shares earned but not yet
delivered." In addition, future changes in the value of the shares are no |onger
recogni zed as additional conpensation expense. The fair value of this obligation
was $34, 207,000 at Decenber 31, 2002. The Conpany has reflected this liability
as Deferred Conpensation Shares Not Yet Delivered in the Shareholders' Equity
section of the bal ance sheet. For the years ended Decenber 31, 2001 and 2000,
the Conpany recogni zed approxi nately $4, 744,000 and $3, 733,000 of conpensation
expense of which $2,612, 000 and $1, 968, 000 represented the appreciation in val ue
of the shares in each period and $2, 132,000 and $1, 765, 000 represented di vi dends
paid on the shares.

Ef fective January 1, 2002, the Conpany extended its enploynent agreenent
with M. Fascitelli for a five-year period through Decenmber 31, 2006. Pursuant
to the extended enpl oynment agreenment, M. Fascitelli is entitled to receive a
deferred paynent on Decenber 31, 2006 of 626,566 Vornado common shares which are
val ued for conpensation purposes at $27,500,000 (the value of the shares on
March 8, 2002, the date the extended enpl oyment agreenent was executed). The
shares are held in a rabbi trust for the benefit of M. Fascitelli and vested
100% on Decenber 31, 2002. The extended enpl oynent agreenent does not permt
diversification, allows settlenment of the deferred conpensation obligation by
delivery of these shares only, and pernits the deferred delivery of these
shares. The value of these shares was anortized ratably over the one year
vesting period as conpensation expense.

Pursuant to the Conpany's annual conpensation review in February 2002 with
Joseph Macnow, the Conpany's Chief Financial Oficer, the Conpensation Conmittee
approved a $2,000,000 |oan to M. Macnow, bearing interest at the applicable
federal rate of 4.65% per annum and due January 1, 2006. The |oan, which was
funded on July 23, 2002, was made in conjunction with M. Macnow s June 2002
exerci se of options to purchase 225,000 shares of the Conpany's commpn stock.
The loan is collateralized by assets with a value of not less than two tinmes the
l oan anpbunt. As a result of the decline in the value of the options, M. Macnow
suppl enented the collateral with cash and marketabl e securities.

One ot her executive officer of the Conpany has a | oan outstandi ng pursuant
to an enpl oynent agreenent totaling $1,500,000 at Decenber 31, 2002. The |oan
matures in April 2005 and bears interest at the applicable Federal rate provided
(4.5% at Decenber 31, 2002).
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TRANSACTI ONS W TH AFFI LI ATES AND OFFI CERS AND TRUSTEES OF THE COVPANY
Al exander's

The Conpany owns 33.1% of Al exander's. M. Roth and M. Fascitelli are
O ficers and Directors of Alexander's, the Conpany provi des various services to
Al exander's in accordance with managenent, devel opnment and | easing agreenents
and the Conpany has made | oans to Al exander's aggregating $119, 000, 000 at
December 31, 2002. These agreenments and the | oans are described in Note 4 to the
Conpany' s consol i dated financial statements - Investnents in Partially-Owed
Entities in this annual report on form 10-K.

The Conpany constructed a $16.3 million comunity facility and
| ow-i ncome residential housing devel opnent (the "30th Street Venture"), in
order to receive 163,728 square feet of transferable devel opnent rights,
generally referred to as "air rights". The Conpany donated the building to a
charitabl e organization. The Conpany sold 106, 796 square feet of these air
rights to third parties at an average price of $120 per square foot. An
addi tional 28,821 square feet of air rights was sold to Al exander's at a
price of $120 per square foot for use at Al exander's 59th Street devel opment
project (the "59th Street Project"). In each case, the Conpany received cash
in exchange for air rights. The Conpany identified third party buyers for the
remai ning 28,111 square feet of air rights related to the 30th Street
Venture. These third party buyers wanted to use the air rights for the
devel opment of two projects located in the general area of 86th Street which
was not within the required geographical radius of the construction site nor
in the same Community Board as the | owinconme housing and community facility
project. The 30th Street Venture asked Al exander's to sell 28,111 square feet
of the air rights it already owned to the third party buyers (who could use
them) and the 30th Street Venture would replace themw th 28,111 square feet
of air rights. In Cctober 2002, the Conpany sold 28,111 square feet of air
rights to Al exander's for an aggregate sales price of $3,059,000 (an average
of $109 per square foot). Alexander's then sold an equal ampunt of air rights



to the third party buyers for an aggregate sales price of $3,339,000 (an
average of $119 per square foot).

Interstate Properties

The Conpany manages and | eases the real estate assets of Interstate
Properties pursuant to a managenment agreenment for which the Conpany receives an
annual fee equal to 4% of base rent and percentage rent and certain other
comnmi ssi ons. The managenent agreenment has a term of one year and is
automatically renewabl e unless term nated by either of the parties on sixty
days' notice at the end of the term Although the managenent agreenment was not
negotiated at arnms |ength, the Conpany believes based upon conparable fees
charged by other real estate conpanies that its terns are fair to the Conpany.
For the years ended Decenber 31, 2002, 2001 and 2000, $1, 450,000, $1, 655, 000,
and $1, 418, 000 of managenent fees were earned by the Conpany pursuant to the
nanagenent agreenent.

Bui | di ng Mai nt enance Service Conpany ("BMS")

On January 1, 2003, the Conpany acquired BMS, a conpany which provides
cleaning and related services primarily to the Conpany's Manhattan office
properties, for $13,000,000 in cash fromthe estate of Bernard Mendi k and
certain other individuals including M. Greenbaum one of the Conpany's
executive officers. The Conpany paid BMS $53, 024, 000, $51, 280, 000, and
$47, 493,000 for the years ended Decermber 31, 2002, 2001 and 2000 for services
rendered at the Conpany's Manhattan office properties. Al though the terms and
conditions of the contracts pursuant to which these services were provided were
not negotiated at arnms | ength, the Conpany believes based upon conparabl e
anmounts charged to other real estate conpanies that the terms and conditions of
the contracts were fair to the Conpany.

Vornado Operating Conpany and Ameri Col d Logistics

In October 1998, Vornado Operating was spun off fromthe Conpany in order
to own assets that the Conmpany could not itself own and conduct activities that
t he Conpany could not itself conduct. The Conpany granted Vornado Operating a
$75, 000, 000 unsecured revolving credit facility which expires on Decenber 31,
2004. Borrow ngs under the revolving credit facility bear interest at LIBOR plus
3% The Conpany receives a commtnment fee equal to 1% per annumon the average
daily unused portion of the facility. No anortization is required to be paid
under the revolving credit facility during its term The revolving credit
facility prohibits Vornado Operating fromincurring indebtedness to third
parties (other than certain purchase noney debt and certain other exceptions)
and prohi bits Vornado Operating from paying dividends. As of Decenber 31, 2002,
$21, 989, 000 was outstanding under the revolving credit facility.
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Vornado Operating has disclosed that in the aggregate its investnents do
not, and for the foreseeable future are not expected to, generate sufficient
cash flow to pay all of its debts and expenses. Further, Vornado Operating
states that its only investee, AmeriCold Logistics ("Tenant"), anticipates that
its Landlord, a partnership 60% owned by the Conpany and 40% owned by Crescent
Real Estate Equities, will need to restructure the | eases between the Landl ord
and the Tenant to provide additional cash flowto the Tenant (the Landl ord has
previously restructured the | eases to provide additional cash flowto the
Tenant). Managenent anticipates a further |ease restructuring and the sale
and/or financing of assets by AnmeriCold Logistics, and accordingly, Vornado
Operating is expected to have a source to repay the debt under this facility,
which may be extended. Since January 1, 2002, the Conpany has not recogni zed
interest inconme on the debt under this facility.

On Decenber 31, 2002, the Conpany and Crescent Real Estate Equities forned
a joint venture to acquire the Carthage, M ssouri and Kansas City, Kansas
quarries from Ameri Col d Logistics, the Conpany's tenant at the cold storage
war ehouses (Tenperature Controlled Logistics), for $20,000,000 in cash
(apprai sed value). The Conpany contributed cash of $8, 800,000 to the joint
venture representing its 44% interest. Ameri Cold Logistics used the proceeds
fromthe sale to repay a portion of a |loan to Vornado Operating. Vornado
Operating then repaid $9,500,000 of the ampunt outstanding under the Conpany's
revolving credit facility. On Decenber 31, 2002, the joint venture purchased
$5, 720, 000 of trade receivables from Aneri Cold at a 2% di scount, of which the
Conpany's share was $2, 464, 000.

O her

The Conpany owns preferred securities in Capital Trust, Inc. ("Capital
Trust") totaling $29,212,000 at Decenmber 31, 2002. M. Roth, the Chairman and
Chi ef Executive Oficer of Vornado Realty Trust, is a nenber of the Board of
Directors of Capital Trust nominated by the Conpany.

On May 17, 2001, the Conpany sold its 50%interest in 570 Lexington Avenue
to the other venture partner, an entity controlled by the |late Bernard Mendik, a
former trustee and executive officer of the Conpany, for $60, 000,000, resulting
in a gain to the Conpany of $12,445,6000. The sale was initiated by the Conpany's
partner and was based on a conpetitive bidding process handled by an independent
broker. The Conpany believes that the terns of the sale was at arnis |ength and



were fair to the Conpany

During 2002 and 2001, the Conpany paid approximtely $147,000 and $136, 000
for legal services to a firmin which one of the Conpany's trustees is a nmenber

On January 1, 2001, the Conpany acquired the common stock of various
preferred stock affiliates which was owned by Officers and Trustees of the
Conpany and converted the affiliates to taxable REIT subsidiaries. The tota
acquisition price was $5, 155, 000. The purchase price, which was the estimted
fair value, was determ ned by both independent appraisal and by reference to the
individuals' pro rata share of the earnings of the preferred stock affiliates
during the three-year period that these investnents were held.
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LI QUIDI TY AND CAPI TAL RESOURCES
CASH FLOWS FOR THE YEARS ENDED DECEMBER 31, 2002, 2001 AND 2000
YEAR ENDED DECEMBER 31, 2002

Cash and cash equival ents were $208, 200, 000 at Decenber 31, 2002, as
conpared to $265, 584,000 at Decenber 31, 2001, a $57, 384,000 decrease

Cash flow provided by operating activities of $499, 825,000 was prinmarily
conprised of (i) income of $323,447,000, (ii) adjustnents for non-cash itens of
$322, 185,000, partially offset by (iii) the net change in operating assets and
liabilities of $38,239,000. The adjustnents for non-cash items were conprised of
(i) a cumul ative effect of change in accounting principle of $30,129, 000, (ii)
anortization of Oficer's deferred conpensati on expense of $27,500,000, (iii)
depreciation and anortization of $205,826,000, (iv) minority interest of
$140, 584,000, (v) the wite-off of $6,874,000 of 20 Tines Square pre-devel opment
costs, (vi) inmpairment |osses on Primestone of $35,757,000, partially offset by
(vii) the effect of straight-lining of rental income of $36,478,000, (viii)
equity in net income of partially-owned entities and income applicable to
Al exander's of $74,111,000 and (ix) anortization of bel ow market |eases, net of
$12, 634, 000

Net cash used in investing activities of $24,117,000 was conprised of
(i) recurring capital expenditures of $52,728,000, (ii) non-recurring capita
expendi tures of $42,227,000, (iii) devel opment and redevel opment expenditures
of $63,619,000, (iv) investnment in notes and nortgages receivable of
$56, 935, 000, (v) investnments in partially-owned entities of $100, 882, 000
(vi) acquisitions of real estate of $23,665,6000, (vii) cash restricted
primarily nortgage escrows of $21,471,000 partially offset by proceeds from
(viii) distributions frompartially-owned entities of $126,077,000, (ix)
repaynents on notes receivable of $124,500,000 and (x) proceeds fromthe sale
of marketable securities of $87,896, 000

Net cash used in financing activities of $533,092,000 was prinarily
conprised of (i) dividends paid on conmpbn shares of $314, 419,000, (ii)
di vi dends paid on preferred shares of $23,167,000, (iii) distributions to
mnority partners of $146,358,000, (iv) repaynments of borrow ngs of
$731, 238, 000, (v) redenption of perpetual preferred units of $25, 000, 000
partially offset by proceeds from (vi) the issuance of common shares of
$56, 453, 000, (vii) proceeds from borrow ngs of $628, 335,000, of which
$499, 280, 000 was fromthe issuance of the Conpany's senior unsecured notes on
June 24, 2002, and (viii) the exercise of enployee share options of
$26, 272, 000

Bel ow are the details of capital expenditures, |easing conm ssions and
devel opment and redevel opment expenditures for the year ended Decenmber 31, 2002

(amount s in thousands)

New Yor k Mer chandi se
Capi tal Expenditures: Tot al City Ofice CESCR Ret ai | Mar t O her
Expenditures to maintain the assets:
ReCUIrTing. ... ... e $ 27,881 $ 9, 316 $ 13,686 $ 1, 306 $ 2,669 $ 904
NON-TeCUrTing. .. ... e 35, 270 6, 840 16, 455 -- 11, 975 --
$ 63,151 $ 16, 156 $ 30,141 $ 1, 306 $ 14,644 3 904
Tenant inprovenents
RECUMTiNG. . o e $ 24,847 $ 12,017 $ 5,842 $ 2,309 $ 4,679 --
NON-T ECUN i NG oottt e e 6, 957 2,293 4,664 -- -- --
$ 31,804 $ 14,310 $ 10,506 $ 2,309 $ 4,679 --
Leasi ng Conmi ssi ons
RECUIrTIiNg. ... e $ 14,345 $ 8,854 $ 4,416 $ 353 $ 614  $ 108
NON-TeCcurring. ....... ..., 4, 205 2,067 2,138 -- -- --



$ 18,550 $ 10,921 $ 6,554 $ 353 $ 614  $ 108

Total Capital Expenditures and Leasing Conmm ssions:
RECUITING. ... e $ 67,073 $ 30,187 $ 23,944 3 3,968 $ 7,962 $ 1,012
NON-TeCUrTiNg. . . oottt 46, 432 11, 200 23, 257 -- 11, 975 --
$ 113,505 $ 41,387 $ 47,201 $ 3,968 $ 19,937 $ 1,012

Devel opnent and Redevel opnent Expenditures:

Pal i sades-Fort Lee, NJ......................... $ 16,750 $ -- $ -- $ -- $ -- $ 16,750
640 Fifth Avenue......... ... .. ... ... ... 16, 749 16, 749 -- -- -- --
435 Tth AVeNUE. .. ...ttt 12, 353 12, 353 -- -- -- --
Other. . . 17,767 12, 664 1, 496 (596) (1) 1,529 2,674
$ 63,619 $ 41,766 $ 1, 496 $ (596) $ 1, 529 $ 19,424

(1) Includes reinmbursenents fromtenants for expenditures incurred in the prior
year.
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Capital expenditures are categorized as follows:

Recurring -- capital inprovenments expended to mmintain a property's
conpetitive position within the market and tenant inprovements and
| easi ng conmi ssions for costs to re-lease expiring | eases or renew or
extend existing | eases.

Non-recurring -- capital inprovenents conpleted in the year of
acqui sition and the following two years which were planned at the tine
of acquisition and tenant inprovenents and | easing conm ssions for space
which was vacant at the time of acquisition of a property.

Devel opnent and redevel opnent expenditures include all hard and soft costs
associated with the devel opnent or redevel opnment of a property, including tenant
improvenents, |easing conmi ssions and capitalized interest and operating costs
until the property is substantially conplete and ready for its intended use.

ACQUI SI TI ONS

Acqui sitions of individual properties are recorded as acquisitions of real
estate assets. Acquisitions of businesses are accounted for under the purchase
met hod of accounting. The purchase price for property acquisitions and
busi nesses acquired is allocated to acquired assets and assumed liabilities
using their relative fair values as of the acquisition date based on val uations
and other studies. Initial valuations are subject to change until such
information is finalized no later than 12 nonths fromthe acquisition date.

CHARLES E. SM TH COMMERCI AL REALTY L. P.

On January 1, 2002, the Conpany conpl eted the conbination of Charles E.
Smith Commercial Realty L.P. ("CESCR') with Vornado. Prior to the
conbi nation, Vornado owned a 34% interest in CESCR The consideration for the
remai ni ng 66% of CESCR was approxi mately $1, 600, 000, 000, consisting of 15.6
mllion newy issued Vornado Operating Partnership units and approxi mately
$1 billion of debt (66% of CESCR s total debt). The purchase price paid by
the Conmpany was determ ned based on the wei ghted average closing price of the
equity issued to CESCR unitholders for the period beginning two business days
before and ending two business days after the date the acquisition was agreed
to and announced on Cctober 19, 2001. The Conpany al so capitalized as part of
the basis of the assets acquired approxi mately $32, 000,000 for third party
acqui sition related costs, including advisory, |egal and other professional
fees that were contenplated at the tine of the acquisition. The operations of
CESCR are consolidated into the accounts of the Conpany begi nning January 1,
2002. Prior to this date the Conpany accounted for its 34%interest on the
equity nmethod. See page 84 for unaudited pro forma financial information for
the year ended Decenber 31, 2001.

CRYSTAL GATEWAY ONE

On July 1, 2002, the Conpany acquired a 360,000 square foot office building
froma limted partnership, which is approxinately 50% owned by M. Robert H.
Smith and M. Robert P. Kogod and menbers of the Smith and Kogod famlies,
trustees of the Conpany, in exchange for approxi mtely 325,700 newy issued
Vornado Operating Partnership units (valued at $13,679,000) and the assunption
of $58, 500,000 of debt. The building is located in the Crystal City conplex in
Arlington, Virginia where the Conpany al ready owns 24 office buildings
containing over 6.9 million square feet, which it acquired on January 1, 2002,
in connection with the Conpany's acquisition of CESCR. The operations of Crystal
Gateway One are consolidated into the accounts of the Conpany fromthe date of
acqui sition.



BUI LDI NG MAI NTENANCE SERVI CE COVPANY (" BMS")

On January 1, 2003, the Conpany acquired BMS, a conpany whi ch provides
cleaning and related services primarily to the Conpany's Manhattan office
properties, for $13,000,000 in cash fromthe estate of Bernard Mendi k and
certain other individuals including M. G eenbaum one of the Conpany's
executive officers.

LAS CATALI NAS MALL

On Septenber 23, 2002, the Conpany increased its interest in the Las
Catalinas Mall |ocated in Caguas, Puerto Rico (San Juan area) to 100% by
acquiring the 50% of the mall and 25% of the Kmart anchor store it did not
al ready own. The purchase price was $48, 000, 000, including $32,000, 000 of
i ndebt edness. The Las Catalinas Mall, which opened in 1997, contains 492, 000
square feet, including a 123,000 square foot Kmart and a 138,000 square foot
Sears owned by the tenant.
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MONMOUTH MALL

On Cctober 10, 2002, a joint venture in which the Conpany has a 50%
interest, acquired the Monnmouth Mall, an enclosed super regional shopping
center located in Eatontown, New Jersey containing approximately 1.5 million
square feet, including four department stores, three of which aggregating
731,000 square feet are owned by the tenants. The purchase price was
approxi mately $164, 700, 000, including transaction costs of $4,400,000. The
Conpany made a $7, 000, 000 commpn equity investment in the venture and
provided it with $23,500,000 of preferred equity yielding 14% The venture
financed the purchase of the Mall with $135, 000,000 of floating rate debt at
LIBOR plus 2.05% with a LIBOR floor of 2.50% on $35, 000,000, a three year
termand two one-year extension options. The Conpany's investnent in the
Monmouth will be accounted for under the equity nmethod as the Conpany does
not have unilateral control over the joint venture.

CARTHAGE, M SSOURI AND KANSAS CI TY, KANSAS QUARRI ES

On Decenber 31, 2002, the Conpany and Crescent Real Estate Equities forned
a joint venture to acquire the Carthage, M ssouri and Kansas City, Kansas
quarries from Anmeri Col d Logistics', the Conpany's tenant at the cold storage
war ehouses (Tenperature Controlled Logistics) for $20,000,000 in cash (appraised
val ue). The Conpany contributed cash of $8,800,000 to the joint venture
representing its 44%interest.

The Conpany's future success will be affected by its ability to integrate
the assets and businesses it acquires and to effectively nmanage those assets and
busi nesses. The Conpany currently expects to continue to grow. However, its
ability to do so will be dependent on a number of factors, including, anong
others, (a) the availability of reasonably priced assets that nmeet the Conpany's
acquisition criteria and (b) the price of the Conpany's comon shares, the rates
at which the Conpany is able to borrow noney and, nore generally, the
availability of financing on terns that, in the Conpany's view, make such
acquisitions financially attractive.
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YEAR ENDED DECEMBER 31, 2001

Cash flow provided by operating activities of $387,685,000 was primarily
conprised of (i) income of $263,738,000, (ii) adjustnents for non-cash itenms of
$131, 832,000, and (iii) the net change in operating assets and liabilities of
$19, 374, 000. The adjustments for non-cash itenms were primarily conprised of (i)
a cunul ative effect of change in accounting principle of $4,110,000, (ii) the
wite-off of the Conpany's remaining equity investments in technol ogy conpanies
of $16,513,000, (iii) the wite-off of its entire net investnment of $7,374,000
in the Russian Tea Room (iv) depreciation and anortization of $123,862,000, (V)
mnority interest of $112,363,000, partially offset by (vi) the effect of
straight-lining of rental incone of $27,230,000, and (vii) equity in net income
of partially-owned entities and incone applicable to Al exander's of
$106, 330, 000.

Net cash used in investing activities of $79,722,000 was prinarily
conprised of (i) recurring capital expenditures of $41,093,000, (ii)
non-recurring capital expenditures of $25,997,000, (iii) devel opnent and
redevel opnent expenditures of $145,817,000, (iv) investnent in notes and
nortgages receivabl e of $83,879,000, (v) investnents in partially-owned entities
of $109, 332,000, (vi) acquisitions of real estate of $11,574,000, offset by,
(vii) proceeds fromthe sale of real estate of $162, 045,000, and (viii)
distributions frompartially-owned entities of $114,218, 000.

Net cash used in financing activities of $179, 368,000 was prinmarily
conprised of (i) proceeds from borrow ngs of $554, 115,000, (ii) proceeds from
the issuance of common shares of $377,193,000, (iii) proceeds fromthe issuance
of preferred units of $52,673,000, offset by, (iv) repaynents of borrow ngs of



$835, 257, 000, (v) dividends paid on conmon shares of $201, 813, 000, (vi)
di vi dends paid on preferred shares of $35,547,000, and (vii) distributions to
mnority partners of $98, 544, 000.

Bel ow are the details of capital expenditures, |easing conm ssions and
devel opment and redevel opment expenditures.

CESCR

($ in thousands) Funded by the Conpany
New Yor k Mer chandi se
Capital Expenditures: Tot al City Ofice Ret ai | Mar t

Expenditures to maintain the assets:
ReCUNTiNg. ... $ 14,423 $ 7,684 % 1, 253
NON-TECUMTiNG. . oottt e e e e 20, 751 13, 635 - -

Tenant | nprovenents:

RECUITIiNg. . o $ 26,670 $ 21,452 $ 271
NON-TECUNTiNG. . oottt e e e 5, 246 5, 246 - -
$ 31,916 $ 26,698 $ 271

Leasi ng Conmi ssi ons:

ReCUrring. ... $ 19,536 $ 18,546 $ 336
NON-TECUNTiNG. . oottt e e e 7,902 7,902 - -
$ 27,438 $ 26,448 $ 336

Total Capital Expenditures and Leasing
Conmi ssi ons:

RECUNTiNg. ... $ 60, 629 $ 47,682 $ 1, 860
NON- T CUI T i NG, o\ ettt $ 33,899 $ 26,783 $ --

Devel opnent and Redevel opnent Expenditures:
Pal i sades--Fort Lee, NJ.................ccoo... $ 66,173 $ -- $ --
Mar ket Square on Main Street................... 29, 425 -- --
[ 0 1 50, 219 25,703 6,378

$ 10,526 $
$ 7,116 $
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YEAR ENDED DECEMBER 31, 2000

Cash flow provided by operating activities of $249,921,000 was primarily
conprised of (i) income of $233,991,000 and (ii) adjustments for non-cash itens
of $66, 557,000 of fset by (iii) the net change in operating assets and
liabilities of $39,102,000 and (iv) the net gain on sale of real estate of
$10, 965, 000. The adjustments for non-cash itens were primarily conprised of (i)
depreciation and anortization of $99, 846,000 and (ii) mnority interest of
$102, 374,000, partially offset by (iii) the effect of straight-lining of rental
income of $32,206,000 and (iv) equity in net income of partially-owned entities
and incone applicable to Al exander's of $104,017, 000.

Net cash used in investing activities of $699, 375,000 was prinarily
conprised of (i) capital expenditures of $171,782,000, (ii) investnment in notes
and nortgages receivabl e of $144, 225,000, (iii) acquisitions of real estate of
$199, 860, 000, (iv) investnments in partially-owned entities of $99, 974,000, (v)
cash restricted of $183, 788,000, of which $173, 500,000 represents funds escrowed
in connection with a nortgage financing, partially offset by (vi) proceeds from
the sale of real estate of $47,945,000 and distributions frompartially-owned
entities of $68,799,000. Below are the details of acquisitions of real estate,
investnents in partially-owned entities, investnents in notes and nortgages
recei vabl e and capital expenditures.

($ in thousands)

Debt
Acqui sitions of Real Estate: Cash Assumed
St udent Housing Conplex (90% Interest)................ $ 6,660 $ 17,640
33 North Dearborn Street.............. ... 16, 000 19, 000
7 West 34th Street....... ... 128, 000 --
Lo A MBI . 44,000 10, 000
Ot her. . 5, 200 --

Val ue of
| ssued

Units
I nvest ment



$ 199, 860 $ 46,640 $ -- $ 246, 500
Investments in Partially-Owmed Entities:
Vornado Ceruzzi Joint Venture (80% interest).......... $ 21,940 $ -- $ -- $ 21, 940
Addi tional investnment in Newkirk Joint Ventures....... 1,334 -- 9,192 10, 526
Loan to Alexander' S...........iiiiii i 15, 000 -- -- 15, 000
Al exander's - increase in investnment to 33% 3,400 - - - - 3, 400
Fundi ng of Devel opment Expenditures:
Fort Lee (75% interest)........ ..o 10, 400 -- -- 10, 400
Park Laurel (80% interest).............c..iiiiin... 47,900 - - -- 47,900
$ 99,974 $ -- $ 9,192 $ 109, 166
Investments in Notes and Mortgages receivable:
Loan to NorthStar Partnership L.P..................... $ 65,000 $ -- $ -- $ 65, 000
Loan to Prinmestone Investment Partners, L.P........... 62, 000 -- -- 62, 000
Advances to Vornado Operating Conmpany................. 15, 251 -- -- 15, 251
[, 1] 1,974 -- -- 1,974
$ 144, 225 $ -- $ -- $ 144, 225
New Yor k Mer chandi se
Capi tal expenditures: Tot al City Ofice Ret ai | Mar t O her
Expenditures to maintain the assets....... $ 33,113 $ 15,661 $ 414 $ 11,437 $ 5,601
Tenant allowances......................... 60, 850 51, 017 3,307 6, 301 225
Total recurring capital expenditures..... 93, 963 66, 678 3,721 17,738 5, 826
Redevel opment and devel opnent
expenditures. ... 63, 348 40, 124 3, 600 19, 624 - -
Corporate. ... 14, 471 -- -- -- 14,471
$ 171,782 $ 106, 802 $ 7,321 $ 37, 362 $ 20, 297
In addition to the expenditures noted above, the Conpany recorded | easing
conmmni ssions of $26,133,000 in the year ended Decenber 31, 2000, of which
$24, 333,000 was attributable to New York City Ofice properties, $647,000 was
attributable to Retail properties and $1, 153,000 was attributable to Merchandi se
Mart properties.
Net cash provided by financing activities of $473,813,000 was primarily
conprised of (i) proceeds from borrow ngs of $1,195,108,000, (ii) proceeds from
i ssuance of preferred units of $204, 750,000, partially offset by, (iii)
repaynments of borrow ngs of $633, 655,000, (iv) dividends paid on common shares
of $168, 688,000 (v) dividends paid on preferred shares of $35,815,000, and (vi)
distributions to mnority partners of $80,397, 000.
-90-
FUNDS FROM OPERATI ONS FOR THE YEARS ENDED DECEMBER 31, 2002 AND 2001
Funds from operations was $407,173,000 in the year ended Decenber 31,
2002, conpared to $377,693,000 in the prior year, an increase of $29, 480, 000.
Funds from operations includes certain itens which affect conparability
totaling $41,216,000(1) and $12,903,000(1) for the years ended Decenber 31,
2002 and 2001. Funds from operations before these itenms and after minority
interest was $448, 389,000 in the year ended December 31, 2002, conpared to
$390, 596,000 in the prior year, a $57,793,000 increase over the prior year,
or a 1.5%increase on a per share basis.
The following table reconciles funds from operati ons and net incone:
($ in thousands) For the Year Ended Decenber 31,
2002 2001
Net incone applicable to cormon shares................... $ 209, 736 $ 227, 233
Cunul ative effect of a change in accounting principle.... 30, 129 4,110
Depreci ation and anortization of real property........... 195, 808 119, 568
Straight-lining of property rentals for
rent escal ations, net of a $4,071 allowance in 2002. (27, 295) (24, 314)
Anortization of below market leases, net................. (12, 634) --
Leasing fees received in excess of incone
FeCcogni Zed. . . ..ottt 1, 318 1, 954
Appreci ation of securities held in officer's deferred
conpensation trust....... ...t -- 3,023



Net gain on sale of 570 Lexington Avenue through a
partially-owned entity.......................
Net gain from condemation proceeding.............

Proportionate share of adjustnments to equity
in net income of partially-owned entities
to arrive at funds from operations:

Depreci ation and anortization of real property.. 51, 881
Net gain on sales of real estate................ (3,431)
OLher. .. 835
Mnority interest in excess of preferential
distributions......... . ... (45, 324)
401, 023
Series A preferred shares........ .. ... .. . . ... i, 6, 150
Funds from operations--diluted (2)....................... 407,173

(12, 445)
(3, 050)

65, 588
(6, 298)
(371)

(16, 810)

The nunber of shares used for determ ning funds from operati ons per share is as
follows:
(in thousands) For the Year Ended Decenber 31,
2002 2001
Wei ght ed average shares used for determ ning
diluted incone per share.............. ... ........ ... 109, 669 92,073
Series A preferred shares................ ... ....... 2,931 7,646
Shares used for determ ning diluted
funds from operations per share (2)................. 112, 600 99, 719
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Funds from operations does not represent cash generated from operating
activities in accordance with accounting principles generally accepted in the
United States of America and is not necessarily indicative of cash available to
fund cash needs which is disclosed in the Consolidated Statements of Cash Fl ows
for the applicable periods. There are no material |egal or functional
restrictions on the use of funds from operations. Funds from operations should
not be considered as an alternative to net inconme as an indicator of the
Conpany' s operating performance or as an alternative to cash flows as a neasure
of liquidity. Managenent considers funds from operations a supplenmental neasure
of operating performance and along with cash flow from operating activities,
financing activities and investing activities, it provides investors with an
indication of the ability of the Conpany to incur and service debt, to make
capital expenditures and to fund other cash needs. Funds from operati ons may not
be conparable to simlarly titled nmeasures reported by other REITs since a
nunber of REITs, including the Conpany, calculate funds fromoperations in a
manner different fromthat used by NAREIT. Funds from operations, as defined by
NAREI T, represents net inconme applicable to common shares before depreciation
and anortization, extraordinary items and gains or |osses on sales of real
estate. Funds from operations as disclosed above has been nodified fromthis
definition to adjust primarily for the (i) effect of straight-lining of property
rentals for rent escalations and |l easing fee incone and (ii) the exclusion of
incone arising fromthe anortization of acquired bel ow narket |eases, net of
above market |eases.

(1) Certain itenms which affect conparability included in funds from

operations above are as foll ows:

For the Year Ended Decenber 31,

2002 2001

Primestone foreclosure and inpairnent |osses..... $ (35, 757) $ --
Anortization of officer's deferred conpensation.. (27, 500) --
Gains on sale of marketable securities........... 12, 346 --
Gain on sale of residential condom niumunits.... 2,156 15, 657
Gains on transfer of nortgages................... 2,096 --
Gains on sale of air rights...................... 1,688 --
Wite-off of investnents in technol ogy conpanies. -- (16, 513)
Wite-off of net investment in Russian Tea Room. -- (7,374)
Donations to Twin Towers and NYC Firenman's Funds. -- (1, 250)
Wite-off of 20 Tines Square pre-devel opnent

costs (2002) and World Trade Center

acquisition costs (2001)............cuuuiin... (6,874) (5, 223)
Mnority interest........ ... ... 10, 629 1, 800



(2)

Assum ng a

converted to shares,

not be ded
calculatin
the conver
fol |l ow ng
Operating
31,

The nunber
from operations

Bel ow are the ¢
financing activ

CERTAI N FUTURE

For 2003,

$ (41, 216)

$  (12,903)

I'l of the convertible units of the Operating Partnership were
the minority interest in partnership earnings would
ucted in calculating funds from operations and the shares used in
g funds from operations per share would be increased to reflect
sion. Funds from operations per share would not change. The
table reconciles funds from operations as shown above, to the
Partnership's funds fromoperations for the years ended Decenber

2002 and 2001:

($ in thousands) For the Year Ended Decenber 31,
2002 2001
Funds from operations, as above.............. $ 407,173 $ 377,693
Addback of minority interest reflected as
equity in the Operating Partnership......... 105, 001 52, 678

Operating Partnership funds from operations..

of shares to be used for
per share is as follows:

determ ning Operating Partnership funds

(shares/units in thousands)

Shares used for determning diluted funds from

operations per share, as above.............. 112, 600 99, 719
Convertible units:
Non- Vor nado owned Class A units.......... 21, 269 6, 140
Cass Dunits. ... ... -- --
B-1 UNiES. . 822 822
B-2 UNitS. ..o 411 411
C 1 UNiES. 855 855
E-1 UNitS. .o 5, 680 5, 680
Shares used for determ ning Operating
Partnership diluted funds from operations
per share. ... ... . 141, 637 113, 627
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ash flows provided by (used in) operating,
ities:

investing and

($ in thousands) For the Year Ended Decenber 31,
2002 2001
Operating activities................. $ 499, 825 $ 387, 685
Investing activities................. $ (24,117) $ (79, 722)
Financing activities................. $ (533,092) $ (179, 368)

CASH REQUI REMENTS

the Conpany has budgeted approximately $197.3 nillion for capital

expendi tures (excluding acquisitions) and | easing conm ssions as follows:

Tenper ature

($ and square feet

Expenditures to maintain

the assets.....

in thousands) New Yor k CESCR Mer chandi se Controll ed
Tot al Ofice Ofice Ret ai | Mar t Logi stics
............. $ 71,900 $ 23,100 $ 21,800 $ -- $ 20,200 $ 5,700(1)

$ 1,100(2)




Tenant inprovements........... $ 98, 195 $ 32,500 $ 40, 300 $ 5,095 $ 20, 300 $ -- $ .-
Per square foot............ $ 38.33 16. 36 $ 7.34 $ 15. 32

Leasing Conmissions........... $ 27,221 $ 15,000 $ 9,100 $ 821 $ 2,300
Per square foot............ $ 17.69 $ 3.69 -- $ 1.74

Total Capital Expenditures and
Leasing Conmissions........... $ 197,316 $ 70,600 $ 71,200 $ 5,916 $ 42,800 $ 5,700

$ 1,100

Square feet leased............ 848 2,463 694 1, 325

(1) Represents the Conpany's 60% share of the Vornado Crescent Portland
Partnership's obligation to fund $9, 500 of capital expenditures per annum
(2) Primarily for the Hotel Pennsylvani a.

In addition to the capital expenditures reflected above, the Conpany is
currently engaged in certain devel opnent and redevel opnent projects for which it
has budgeted approxinmately $230.9 nillion to be expended as outlined in the
"Devel opment and Redevel opnent Projects" section of |tem 1--Business. The $230.9
m|lion does not include ambunts for other projects which are also included in
the "Devel opnent and Redevel opnent Projects" section of Item 1 -Business, as no
budgets for them have been finalized. There can be no assurance that any of the
above projects will be ultimately conpleted, conpleted on time or conpleted for
the budgeted anount.

No cash requirenents have been budgeted for the capital expenditures and
anortization of debt of Al exander's, The Newkirk MP, or any other entity that
is partially owned by the Conpany. These investees are expected to fund their
own cash requirenents.

-93-
FI NANCI NG ACTI VI TI ES AND CONTRACTUAL OBLI GATI ONS

Bel ow i s a schedul e of the Conpany's contractual obligations and
conmm tnents at Decenber 31, 2002:

($ in thousands)

Contractual Cash Obligations: Tot al 1 Year Years Year s Thereafter

Mort gages and Notes Payable....... $ 3,537, 720(1) $ 449,526(1) $ 705,589 $ 550,321 $ 1,832,284

Seni or Unsecured Notes due 2007... 533, 600 -- -- 533, 600
Unsecured Revolving Credit Facility -- -- -- --
Operating Leases.................. 1,029,171 15, 347 29, 285 29, 559

954, 980

Total Contractual Cash Obligations $ 5,100,491 $ 464, 873 $ 734,874 $ 1,113,480 $ 2,787,264

Conmi t nent s:
Standby Letters of Credit......... $ 16, 779 $ 16,779 $ -- $ -- $
Ot her Guarantees.................. -- -- -- -

Total Commitnents............... $ 16, 779 $ 16,779 $ -- $ -- $

(1) Includes $153,659, which is offset by an equival ent anbunt of cash
held in a restricted nortgage escrow anmount.

The Conpany is reviewi ng various alternatives for the repaynent or
refinancing of debt comi ng due during 2003. The Conpany has $1 billion available
under its revolving credit facility which matures in July 2003 and a nunber of
properties which are unencunbered.

The Conpany's credit facility contains customary conditions precedent to
borrowi ng such as the bring down of customary representations and warranties as
wel | as conpliance with financial covenants such as mninuminterest coverage
and mexi mum debt to market capitalization. The facility provides for higher
interest rates in the event of a decline in the Conpany's ratings bel ow
Baa3/BBB. This facility also contains customary events of default which could
give rise to acceleration and include such itens as failure to pay interest or



principal and breaches of financial covenants such as maintenance of m ni mum
capitalization and m nimuminterest coverage

The Conpany carries conprehensive liability and all risk property insurance
(fire, flood, extended coverage and rental loss insurance) with respect to its
assets. The Conpany's all risk insurance policies in effect before Septenber 11
2001 do not expressly exclude coverage for hostile acts, except for acts of war
Si nce Septenber 11, 2001, insurance conpani es have for the nost part excluded
terrorist acts fromcoverage in all risk policies. The Conpany has generally
been unable to obtain all risk insurance which includes coverage for terrorist
acts for policies it has renewed since Septenmber 11, 2001, for each of its
busi nesses. In 2002, the Conpany obtained $200, 000, 000 of separate coverage for
terrorist acts for each of its New York City Ofice, Washington, D.C. O fice,
Retai|l and Merchandi se Mart busi nesses and $60, 000,000 for its Tenperature
Controlled Logistics business. Therefore, the Conpany is at risk for financia
loss in excess of these limts for terrorist acts (as defined), which |oss could
be nateri al

The Conpany's debt instruments, consisting of nortgage | oans secured by its
properties (which are generally non-recourse to the Conpany), its senior
unsecured notes due 2007 and its revolving credit agreenent, contain customary
covenants requiring the Conpany to maintain insurance. There can be no assurance
that the | enders under these instruments will not take the position that an
exclusion fromall risk insurance coverage for |osses due to terrorist acts is a
breach of these debt instrunents that allows the |enders to declare an event of
default and accel erate repaynent of debt. The Conpany has received
correspondence from four |enders regarding terrorisminsurance coverage, which
the Conpany has responded to. In these letters the | enders took the position
that under the agreements governing the | oans provided by these |enders the
Conpany was required to naintain terrorisminsurance on the properties securing
the various |oans. The aggregate amount of borrow ngs under these |oans as of
Decenber 31, 2002 was approximately $770.4 million, and there was no additiona
borrowi ng capacity. Subsequently, the Conpany obtai ned an aggregate of $360
mllion of separate coverage for "terrorist acts". To date, one of the |enders
has acknow edged to the Conpany that it will not raise any further questions
based on the Conpany's terrorisminsurance coverage in place, and the other
three |l enders have not raised any further questions regarding the Conpany's
insurance coverage. If lenders insist on greater coverage for these risks, it
coul d adversely affect the Conpany's ability to finance and/or refinance its
properties and to expand its portfolio
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On Novenber 26, 2002, the Terrorism Ri sk I nsurance Act of 2002 was signed
into law. Under this new | egislation, through 2004 (with a possible extension
t hrough 2005), regul ated insurers nust offer coverage in their commercial
property and casualty policies (including existing policies) for |osses
resulting fromdefined "acts of terrorisni'. The Conpany cannot currently
anticipate whether the scope and cost of such coverage will be comercially
reasonable. As a result of the legislation, in February 2003 the Conpany
obt ai ned $300 million of per occurrence coverage for terrorist acts for its
New York City O fice, Washington, D.C. Ofice and Merchandi se Mart busi nesses
of which $240 million is for Certified Acts, as defined in the legislation. The
Conpany neintains $200 million and $60 nmillion of separate aggregate coverage
that it had in 2002 for each of its Retail and Tenperature Controlled Logistics
busi nesses (which has been renewed as of January 1, 2003). The Conpany's current
Retai|l property insurance carrier has advised the Conpany that there will be an
addi tional prem um of approximtely $11,000 per nmonth through the end of the
policy term (June 30, 2003) for "Acts of Terrorisni' coverage, as defined in the
new | egi sl ation and that the situation may change upon renewal .

In addition, many of the Conpany's non-recourse nortgages contain debt
servi ce covenants which if not satisfied could require cash collateral. These
covenants are not "ratings" related

I'n conjunction with the closing of Al exander's Lexington Avenue
construction loan on July 3, 2002, the Conpany agreed to guarantee, anong ot her
things, the lien free, tinmely conpletion of the construction of the project and
funding of all project costs in excess of a stated budget, as defined in the
| oan agreenent, if not funded by Al exander's.

CORPORATE

On June 24, 2002, the Conpany conpleted an offering of $500, 000, 000
aggregate principal ambunt of 5.625% seni or unsecured notes due June 15, 2007
Interest on the notes is payable sem -annually on June 15th and Decenber 15th
commenci ng Decenber 15, 2002. The net proceeds of approxi mately $496, 300, 000
were used to repay the nortgages on 350 North Ol eans, Two Park Avenue, the
Mer chandi se Mart and Seven Skyline. On June 27, 2002, the Conpany entered into
interest rate swaps that effectively converted the interest rate on the
$500, 000, 000 senior unsecured notes due 2007 froma fixed rate of 5.625%to a
floating rate of LIBOR plus .7725% based upon the trailing 3 nonth LIBOR rate
(2.5%if set on Decenmber 31, 2002)

On February 25, 2002, the Conpany sold 884,543 common shares to a
cl osed-end fund and 514,200 shares to a unit investnent trust based on the
closing price of $42.96 on the NYSE. The net proceeds to the Conpany were



approxi mately $57, 042, 000.

The Conpany has an effective shelf registration under which the Conpany can
of fer an aggregate of approxi mtely $895, 479,000 of equity securities and
Vornado Realty L.P. can offer an aggregate of $500, 720,000 of debt securities.

The Conpany anticipates that cash from continuing operations will be
adequate to fund business operations and the paynent of dividends and
distributions on an on-going basis for nore than the next twelve nonths;
however, capital outlays for significant acquisitions will require funding from
borrowi ngs or equity offerings.
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RECENTLY | SSUED ACCOUNTI NG STANDARDS
SFAS NO. 141 - BUSI NESS COVBI NATI ONS

SFAS No. 141 - BUSI NESS COMBI NATI ONS requires conpanies to account for the
val ue of |eases acquired and the costs of acquiring such | eases separately
fromthe value of the real estate for all acquisitions subsequent to July 1,
2001. Accordingly, the Conpany has evaluated the | eases in place for (i) the
remai ning 66% of CESCR it did not previously own which it acquired on January
1, 2002, (ii) the remining 50% of the Las Catalinas Mall it did not
previously own which it acquired on Septenber 23, 2002 and (iii) a 50%
interest in the Monmouth Mall which it acquired on October 10, 2002; to
det erm ne whet her they were acquired at market, above market or bel ow market.
The Conpany's eval uati ons were based on (i) the differences between
contractual rentals and the estimted market rents over the applicable |ease
term di scounted back to the date of acquisition utilizing a discount rate
adjusted for the credit risk associated with the respective tenants and (ii)
the estimated cost of acquiring such | eases giving effect to the Conpany's
history of providing tenant inprovenments and paying | easing conm ssions.

As a result of its evaluations, as of Decenber 31, 2002, the Conpany has
recorded a deferred credit of $48,430,000 representing the value of acquired
bel ow market | eases, deferred charges of $15,976,000 for the val ue of
acquired above market |eases and $3, 621,000 for origination costs. In
addition, in the year ended Decenber 31, 2002 the Conpany has recognized
property rentals of $12,634,000 for the anortization of bel ow narket |eases
net of above market |eases, and depreciation expense of $1,214,000 for the
anortization of the |ease origination costs and additional building
depreciation resulting fromthe reallocation of the purchase price of the
applicabl e properties

SFAS NO. 142 - GOODW LL AND OTHER | NTANG BLE ASSETS

I'n June 2001, the Financial Accounting Standards Board ("FASB") issued
St atenent of Financial Accounting Standards ("SFAS") No. 142, GOODW LL AND OTHER
| NTANGI BLE ASSETS (effective January 1, 2002). SFAS No. 142 specifies that
goodwi I | and sone intangible assets will no longer be anortized but instead be
subject to periodic inpairment testing. SFAS No. 142 provides specific guidance
for inpairnent testing of these assets and renpves them fromthe scope of SFAS
No. 121, ACCOUNTI NG FOR THE | MPAI RVENT OF LONG LI VED ASSETS. The Conpany's
goodwi | | bal ance on Decenber 31, 2001 of $30, 129, 000 consisted of $14,639, 000
related to the Hotel Pennsylvania acquisition and $15, 490,000 related to the
acquisition of the Tenperature Controlled Logistics businesses.

Prior to January 1, 2002, the Conpany performed inpairnent testing in
accordance with SFAS 121. The Conpany revi ewed for inpairnment whenever events or
changes in circunstances indicated that the carrying anpunt of an asset may not
be recoverable. Gven the decrease in the estinated market values and the
deteriorating performance of Hotel Pennsylvania and Tenperature Controlled
Logi stics, the Conpany performed a review for recoverability estimating the
future cash flows expected to result fromthe use of the assets and their
eventual disposition. As of Decenber 31, 2001, the sum of the expected cash
flows (undiscounted and w thout interest charges) exceeded the carrying anounts
of goodwi ||, and therefore no inpairnents were recognized.

Upon adoption of SFAS 142 on January 1, 2002, the Conpany tested the
goodwi Il for inpairnent at the reporting level unit utilizing the prescribed
two-step nethod. The first step conpared the fair value of the reporting unit
(determ ned based on a discounted cash flow approach) with its carrying anmount.
As the carrying amount of the reporting unit exceeded its fair value, the second
step of the inpairment test was performed to neasure the inpairment |oss. The
second step conpared the inplied fair value of goodwill with the carrying anmount
of the goodwill. As the carrying amounts of the goodwi || exceeded the fair
val ues, on January 1, 2002 the Conpany wote-off all of the goodwill of the
Hotel and the Tenperature Controlled Logistics business as an inpairnent |oss
totaling $30,129,000. The write-off has been reflected as a cunulative effect of
change in accounting principle on the income statenment. Earnings allocable to
the minority interest has been reduced by their pro-rata share of the wite-off
of goodw I I.

Previously reported "Inconme before gains on sale of real estate and
cunul ative effect of change in accounting principle" and "Net income applicable



to common shares" for the year ended Decenber 31, 2001 woul d have been
approxi mately $972,000 higher, or $2.35 and $2.48 per diluted share, if such
goodwi I | was not anortized in the prior year.
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SFAS NO. 143 - ACCOUNTI NG FOR ASSET RETI REMENT OBLI GATI ONS AND SFAS NO. 144
- ACCOUNTI NG FOR THE | MPAI RVENT OR DI SPCSAL OF LONG LI VED ASSETS

I'n August 2001, the FASB issued SFAS No. 143, ACCOUNTI NG FOR ASSET
RETI REMENT OBLI GATI ONS (effective January 1, 2003) and SFAS No. 144, ACCOUNTI NG
FOR THE | MPAI RVENT OR DI SPOSAL OF LONG LI VED ASSETS (effective January 1, 2002).
SFAS No. 143 requires the recording of the fair value of a liability for an
asset retirenment obligation in the period which it is incurred. SFAS No. 144
super sedes current accounting literature and now provides for a single
accounting nmodel for long-lived assets to be disposed of by sale and requires
di sconti nued operations presentation for disposals of a "conponent” of an
entity. The adoption of these statements did not have a material effect on the
Conpany's financial statenents; however under SFAS No. 144, if the Conpany were
to dispose of a mamterial operating property, such property's results of
operations will have to be separately disclosed as discontinued operations in
the Conpany's financial statenents.

SFAS NO. 145 - RESCI SSI ON OF SFAS NO. 4, 44, AND 64, AMENDMENT OF SFAS NO.
13, AND TECHNI CAL CORRECTI ONS

In April 2002, the FASB issued SFAS No. 145, RESCI SSION OF SFAS NO. 4, 44,
AND 64, AMENDMENT OF SFAS NO. 13, AND TECHNI CAL CORRECTI ONS. SFAS No. 145
requires, anmong other things, (i) that the nodification of a |ease that results
in a change of the classification of the | ease fromcapital to operating under
the provisions of SFAS No. 13 be accounted for as a sal e-1 easeback transaction
and (ii) the reporting of gains or losses fromthe early extingui shment of debt
as extraordinary itens only if they net the criteria of Accounting Principles
Board Opi ni on No. 30, REPORTING THE RESULTS OF OPERATI ONS. The rescission of
SFAS No. 4 is effective January 1, 2003. The anendnment of SFAS No. 13 is
effective for transactions occurring on or after May 15, 2002. The adoption of
this statenent did not have a material effect on the Conpany's financial
statements.

SFAS NO. 146 - ACCOUNTI NG FOR COSTS ASSOCI ATED W TH EXIT OR DI SPOSAL
ACTI VI TI ES

In July 2002, the FASB issued SFAS No. 146, ACCOUNTI NG FOR COSTS ASSOCI ATED
W TH EXIT OR DI SPOSAL ACTIVITIES (effective January 1, 2003). SFAS No. 146
replaces current accounting literature and requires the recognition of costs
associated with exit or disposal activities when they are incurred rather than
at the date of a conmmitnment to an exit or disposal plan. The Conpany does not
anticipate that the adoption of this statement will have a material effect on
the Conpany's financial statenents.

SFAS NO. 148 - ACCOUNTI NG FOR STOCK- BASED COMPENSATI ON - TRANSI TI ON AND
DI SCLOSURE - AN AMENDMENT OF FASB STATEMENT NO. 123

On August 7, 2002, the Conpany announced that beginning January 1, 2003, it
wi Il expense the cost of enployee stock options in accordance with the SFAS No.
123, ACCOUNTI NG FOR STOCK- BASED COVPENSATI ON. I n Decenber 2002, the FASB issued
SFAS No. 148 - ACCOUNTI NG FOR STOCK- BASED COVPENSATI ON - TRANSI TI ON AND
DI SCLOSURE - AN AMENDMENT OF FASB STATEMENT NO. 123 to anmend the transition and
di scl osure provisions of SFAS No. 123. Specifically, SFAS No. 123, as anended,
woul d permt two additional transition nmethods for entities that adopt the fair
val ue nmet hod of accounting for stock based enpl oyee conpensation. The Conpany
wi Il adopt SFAS No. 123 prospectively by valuing and accounting for enployee
stock options granted in 2003 and thereafter. The Conpany will utilize a
bi nom al val uation nodel and appropriate nmarket assunptions to determ ne the
val ue of each grant. Stock-based conpensati on expense will be recognized on a
straight-line basis over the vesting period of the respective grants.

FASB Interpretation No. 45 - GUARANTOR S ACCOUNTI NG AND DI SCLOSURE
REQUI REMENTS FOR GUARANTEES, | NCLUDI NG | NDI RECT GUARANTEES OF | NDEBTEDNESS OF
OTHERS.

I'n Novenber 2002, the FASB issued Interpretation No. 45 - GUARANTOR S
ACCOUNTI NG AND DI SCLOSURE REQUI REMENTS FOR GUARANTEES, | ncluding Indirect
Guar ant ees of |ndebtedness of Others, which elaborates on the disclosures to be
made by a guarantor in its interimand annual financial statements about its
obligations under certain guarantees that it has issued. The initial recognition
and neasurenent provisions of this Interpretation are applicable on a
prospective basis to guarantees issued or nodified after Decenmber 31, 2002. The
Conpany believes that the adoption of this interpretation will not have a
material effect to the Conpany's financial statenents.
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FASB Interpretation No. 46 - CONSOLI DATI ON OF VARI ABLE | NTEREST ENTI TI ES

I'n January 2003, the FASB issued Interpretation No. 46 - CONSOLI DATI ON OF



VARI ABLE | NTEREST ENTI TI ES, which requires the consolidation of an entity by an
enterprise (i) if that enterprise, known as a "primary beneficiary", has a
variable interest that will absorb a majority of the entity's expected |osses if
they occur, receive a majority of the entity's expected residual returns if they
occur, or both and (ii) if the entity is a variable interest entity, as defined
by Interpretation No. 46. An entity is a variable interest entity if (a) the
total equity investment at risk in the entity is not sufficient to permt the
entity to finance its activities w thout additional subordinated financial
support fromother parties or (b) the equity investors do not have the
characteristics of a controlling financial interest in the entity.
Interpretation No. 46 applies imediately to all variable interest entities
created after January 31, 2003. For variable interest entities created by public
conpani es before February 1, 2003, Interpretation No. 46 nust be applied no
later than the beginning of the first interimor annual reporting period

begi nning after June 15, 2003. The initial determ nation of whether an entity is
a variable interest entity shall be nade as of the date at which a primary
beneficiary becomes involved with the entity and reconsidered as of the date one
of three triggering events described by Interpretation No. 46 occur. The Conpany
does not believe that the adoption of this Interpretation will have a material
effect on its financial statenents.
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| TEM 7A. QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET RI SK

The Conpany has exposure to fluctuations in market interest rates. Market
interest rates are highly sensitive to many factors, beyond the control of the
Conpany. Various financial vehicles exist which would all ow nanagenent to
mtigate the inpact of interest rate fluctuations on the Conpany's cash flows
and earni ngs.

As of Decenber 31, 2002 the Conpany has entered into an interest rate swap
described in footnote 1 to the table bel ow. Management may engage in additional
hedging strategies in the future, depending on nanagenent's anal ysis of the
interest rate environnent and the costs and risks of such strategies.

The Conpany's exposure to a change in interest rates on its wholly-owned
and partially-owned debt (all of which arises out of non-trading activity) is as
follows:

($ in thousands, except per share anounts)

2002 2001
Wei ght ed Ef fect of 1% Wei ght ed
Decenber 31, Aver age Change In Decenber 31, Aver age
Bal ance Interest Rate Base Rates Bal ance Interest Rate
Whol | y- owned debt :
Variable rate.................. $ 1,358,126(1) 2.69% $ 12,045(2) $ 1,182,605 3.39%
Fixed rate..................... 2,713,194 7.17% - - 1,294, 568 7.53%
$ 4,071, 320 5.61% 12, 045 $ 2,477,173
Debt of partially-owned entities:
Variable rate.................. $ 131, 100 4.54% 1,310(3) $ 85,516 5.63%
Fixed rate..................... 917, 008 8.41% -- 1,234,019 8.29%
$ 1,048,108 7.92% 1,310 $ 1,319,535
Mnority interest..................... (2, 805)
Total decrease in the
Conpany's annual net incone......... $ 10, 550
Per share-diluted................ $ .10

(1) Includes $533,600 for the Conpany's senior unsecured notes due 2007, as the
Conpany entered into interest rate swap agreenents that effectively
converted the interest rate froma fixed rate of 5.625%to a floating rate
of LIBOR plus .7725% based upon the trailing 3 nonth LIBOR rate (2.18%if
set on Decenber 31, 2002). In accordance with SFAS 133, as anended,
accounting for these swaps requires the Conpany to fair value the debt at
each reporting period. At Decenber 31, 2002, the fair value adjustnment was
$34,245, and is included in the balance of the senior unsecured notes
above.

(2) The effect of a 1% change in wholly-owned debt base rates shown above



excl udes $153,659 of variable rate nortgage financing, cross-collateralized
by the Conpany's 770 Broadway and 595 Madi son Avenue office properties, as
the proceeds are held in a restricted nortgage escrow account which bears
interest at the same rate as the | oans.

(3) The effect of a 1% change in partially-owned debt base rates shown above is
cal cul ated after including $45, 229 representing the Conpany's 14.9% share
of Prime Group Realty L.P.'s ("PGE") outstanding variable rate debt as at
Sept enber 30, 2002. PGE has not filed its annual report on Form 10-K for
the year ended Decenber 31, 2002, prior to the filing of this annual report
on Form 10- K.

The fair value of the Conpany's debt, based on discounted cash flows at
the current rate at which simlar |oans would be nade to borrowers with
simlar credit ratings for the remaining termof such debt, exceeds the
aggregate carrying anount by approximately $178,566, 000 at Decenber 31, 2002.
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| NDEPENDENT AUDI TORS' REPORT

Shar ehol ders and Board of Trustees
Vornado Realty Trust
New Yor k, New York

We have audited the acconpanyi ng consol i dated bal ance sheets of Vornado
Realty Trust as of Decenber 31, 2002 and 2001, and the rel ated consolidated
statements of incone, shareholders' equity and cash flows for each of the three
years in the period ended Decenmber 31, 2002. CQur audits also included the
financial statenment schedules listed in the Index at Item 15. These financi al
statements and financial statement schedules are the responsibility of the
Conpany' s managenent. OQur responsibility is to express an opinion on the
financial statenments and financial statement schedul es based on our audits.

We conducted our audits in accordance with auditing standards generally
accepted in the United States of Anerica. Those standards require that we plan
and performthe audit to obtain reasonabl e assurance about whether the financial
statements are free of material msstatement. An audit includes exam ning, on a
test basis, evidence supporting the ampunts and disclosures in the financial
statements. An audit al so includes assessing the accounting principles used and
significant estimtes made by managenent, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a
reasonabl e basis for our opinion.

I'n our opinion, such consolidated financial statenents present fairly, in
all material respects, the financial position of Vornado Realty Trust at
Decenber 31, 2002 and 2001, and the results of its operations and its cash flows
for each of the three years in the period ended Decenber 31, 2002 in conformty
wi th accounting principles generally accepted in the United States of Anerica.
Al so, in our opinion, such financial statement schedul es, when considered in
relation to the basic consolidated financial statenents taken as a whol e,
present fairly in all material respects the information set forth therein.

As discussed in Note 2 to the consolidated financial statenents, on
January 1, 2002, the Conpany adopted the provisions of Statement of Financial
Accounting Standards No. 142 "Goodwi |l and Other Intangible Assets."

DELO TTE & TOUCHE LLP

Par si ppany, New Jersey
March 6, 2003
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VORNADO REALTY TRUST

CONSOLI DATED BALANCE SHEETS

(Amounts in thousands, except share and per share anpunts)

ASSETS
Real estate, at cost:
Land. .
Bui I di ngs and i MProVEmMBNTS. . .. ..
Devel opnent costs and CONStrUCti ON 1N ProgreSS. . . oottt e e e e
Leasehol d inmprovements and equi PMENt. . ... ..
Tot Al . .
Less accunul ated depreciation and amdrtizati On. . ......... ...,
Real estat e, Net. ... ... .
Cash and cash equivalents, including U S. governnent obligations under
repurchase agreements of $33,393 and $15,235 ... .. ...
Escrow deposits and restricted cash......... ... ...
Marketabl @ SeCUriti @S. ... ...
I nvestments and advances to partially-owned entities, including
Al exander's of $193,879 and $188, 522 ... ... ... e
Due from of ficCers. . ... ...
Accounts receivable, net of allowance for doubtful accounts
of $13, 887 and $8, 83, . . ... i
Notes and nortgage loans receivabl e. ... ... . . .

Recei vabl e arising fromthe straight-lining of rents, net of allowance of $4,071 in 2002
(@ 0 1T T T Y =

LI ABI LI TIES AND SHAREHOLDERS' EQUI TY

Notes and nmortgages payabl e. ... ...
Seni or Unsecured Notes due 2007, at fair value ($34,245 in excess of

accreted note balance in 2002) . ... . ...
Revol ving credit facility. . ...
Accounts payabl e and acCrued EXPENSES. . . ..ttt
O ficers conmpensati on payabl €. . ... .. ..
Deferred credit. . ... ... ...
Ot her Tiabi Liti @S, .

Total liabilities. . . ...
Mnority interest of unitholders in the Operating Partnership................ .. .........

Conmmi t nents and conti ngenci es
Shar ehol ders' equity

Preferred shares of beneficial interest
no par value per share; authorized 70,000, 000 shares
Series A: liquidation preference $50.00 per share; issued and outstandi ng

1,450,623 and 5,520,435 Shares. ... ...
Series B: liquidation preference $25.00 per share; issued and outstanding
3,400, 000 Shar €S. . . .ot
Series C. liquidation preference $25.00 per share; issued and outstandi ng
4,600, 000 Shar BS. . ..ottt
Common shares of beneficial interest: $.04 par value per share; authorized
200, 000, 000 shares; issued and outstanding 108,629, 736 and 99, 035, 023 shares.......
Additional capital........ ..
Distributions in excess of net IiNCOMB. ... ... .. ... e
Def erred conpensati on shares earned but not yet delivered............. .. .............
Def erred conpensati on shares issued but not yet earned............. ... .. ... ......
Accurul at ed other comprehensi Ve | 0SS. ... ...
Due fromofficers for purchase of common shares of beneficial interest...............
Total sharehol ders' equity. ... ... ... e

See notes to consolidated financial statements.
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DECEMBER 31,

$ 1,491, 808
5, 948, 255
51, 965

67, 666
7,559, 694
(737, 426)

6, 822, 268

208, 200
263, 125
42,525

997,711
20, 643

65, 754
86, 581
240, 449
270, 923

$ 9,018,179

$ 895,831
3, 480, 249
258, 357

55, 774
4,690, 211
(506, 225)

4,183, 986

265, 584
204, 463
126,774

1,270, 195
18, 197

47, 406
258, 555
202, 754
199, 429

$ 6,777,343

$ 3,537,720

533, 600
202, 756
16, 997
59, 362
3,030

72,535
81, 805
111, 148

4,320
2,481, 414
(169, 629)
2,581, 593
66, 660
(2, 629)
(13, 564)
(4,704)

$ 9,018,179

$ 2,477,173

179, 597

6,708
11, 940
51, 895

276, 024
81, 805
111, 148

3,961
2,162,512
(95, 647)
2,539, 803
38, 253
(2, 980)
(4,704)

$ 6,777,343




CONSOLI DATED STATEMENTS OF | NCOVE

YEAR ENDED DECEMBER 31,

2002 2001 2000
(Amounts in thousands, except per share anobunts)
Revenues:
RENt Al S oo $ 1,248,903 $ 841, 999 $ 695, 078
Expense rei mbur SEmMBNt S . ... .. 159, 978 133,114 120, 056
O her income (including fee income from
rel ated parties of $1,450, $1,655, and $1,418) ...................... 26, 189 10, 660 10, 838
Tot Al T RVENUEBS . .o e 1, 435,070 985, 773 825, 972
Expenses:
[© o 1= g U 2 o 541, 596 398, 969 318, 360
Depreciation and anDdrtizati On . ...... .. 205, 826 123, 862 99, 846
CGeneral and admini strative ....... ... . 98, 458 72,572 47,911
Anprtization of officer's deferred conpensation expense ................. 27,500 -- --
Costs of acquisitions and devel opment not consummated ................... 6,874 5,223 --
TOt Al EXPENSES . .ttt 880, 254 600, 626 466, 117
OperatiNg 1 NCOMB . ...t e e e e e e 554, 816 385, 147 359, 855
Income applicable to Al exander' s .. ... ... .. e 29, 653 25,718 17, 363
Income frompartially-owned entities ........ ... ... i, 44,458 80, 612 86, 654
Interest and other investmENt I NCOMB ... ... ... it e 31, 685 54, 385 32,926
Interest and debt expense (including anortization of deferred financing
costs of $8,339, $8,458, and $7,298) ........ ... (239, 525) (173, 076) (171, 398)
Net | oss on disposition of wholly-owned and partially-owned assets other than
real St at @ . ... (17, 471) (8,070) --
Mnority interest:
Perpetual preferred unit distributions ......... ... .. ... . . . . . . i (72,500) (70, 705) (62, 089)
Mnority limted partnership earnings ................ . i, (64, 899) (39, 138) (38, 320)
Partially-owned entities . ... ... ... e (3,185) (2,520) (1, 965)
I ncome before gains on sale of real estate and cunulative effect of change in
accounting princi Pl e ... 263, 032 252, 353 223,026
Gains on sale of real estate .......... ... ... . . . . . . i -- 15, 495 10, 965
Cunul ative effect of change in accounting principle ......... ... .. ........... (30, 129) (4, 110) --
Net I MCOMB Lo 232,903 263,738 233,991
Preferred share dividends (including accretion of issuance
expenses of $958 in 2001 and $2,875 in 2000) ................oiiii. (23, 167) (36, 505) (38, 690)
NET | NCOVE applicable to common shares ............. ... $ 209, 736 $ 227, 233 $ 195, 301
| NCOME PER COVMMON SHARE - BASI C:
I ncome before gains on sale of real estate and cunul ative
effect of change in accounting principle .......... ... ... oo, $ 2.26 $ 2.42 $ 2.14
Gains on sale of real estate ............... . . . . .. . i -- .17 12
Cunul ative effect of change in accounting
PrinCi Pl e o (.28) (.04) --
Net income per COMMDN Share . ...... ... .. 1.98 2.55 2.26
| NCOVE PER COVMMON SHARE - DI LUTED:
I ncome before gains on sale of real estate and cunul ative
effect of change in accounting principle .......... ... . ... oo, $ 2.18 $ 2.34 $ 2.08
Gains on sale of real estate ........... ... . ... i -- .17 .12
Cunul ative effect of change in accounting principle ................... (.27) (.04) --
Net income per COMMDN Share . ...... ... $ 1.91 $ 2. 47 $ 2.20
See notes to consolidated financial statenents.
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CONSOL| DATED STATEMENTS OF SHAREHOLDERS' EQUITY
DI STRI BUTI ONS
PREFERRED COMMON ADDI Tl ONAL I N EXCESS OF
SHARES SHARES CAPI TAL NET | NCOVE



(Amounts in thousands, except per share anounts)

BALANCE JANUARY 1, 2000 ......... .. $ 478, 585 $ 3,453 $ 1,696,557 $ (116,979)
Net [ NCOMB .. .. e -- -- -- 233,991
Di vi dends paid on Preferred Shares
Series A Preferred Shares
($3.25 per share) .........i i -- -- -- (21, 689)
Series B Preferred Shares
($2.125 per share) ...... ...t -- -- -- (7,225)
Series C Preferred Shares
($2.125per share) ......... . -- -- -- (9,776)
Di vi dends paid on common shares
($1.97 per share) ...t -- -- -- (168, 688)
Common shares issued under
enpl oyees' share plan .......... ... ... ... . ... ... ... -- 15 9,913 --
Redenption of units for common shares ................. - - 3 1,789 --
Accretion of issuance expenses on
preferred shares ....... ... . .. i 2,875 -- -- --
Common shares issued in connection
with dividend reinvestment plan ..................... - - 1 1, 025 --
Change in unrealized net |oss
on securities available for sale .................... -- -- -- --
Appreci ation of securities held
in officer's deferred conpensation
LrUSt -- -- -- --
For gi veness of anount due
fromofficers ... ... . . . -- -- -- --

BALANCE, DECEMBER 31, 2000 ............................ 481, 460 3,472 1,709, 284 (90, 366)

Net I NCOME .. ... -- -- -- 263, 738
Di vi dends paid on Preferred Shares
Series A Preferred Shares
($3.25 per share) ........... ... -- -- -- (19, 505)
Series B Preferred Shares
($2.125 per share) ......... ... -- -- -- (7,225)
Series C Preferred Shares
($2.125 per share) ... -- -- -- (9, 775)
Di vi dends paid on common shares
($2.32 per share) ........ .. -- -- -- (201, 813)
Di vi dends payabl e on comon shares
($.31 per share) ....... .. -- -- -- (30, 701)
Common shares issued, net of shelf
registration costs of $260 ............... .. .. ....... - - 391 376, 542 --
Common shares issued under
enpl oyees' share plan ................ ... .. ... ... ... -- 12 9,947 --
Conversion of Series A Preferred Shares
to common Shares ......... . (13, 441) 15 13, 426 --
Redenption of units for common shares ................. -- 70 52,017 --
Accretion of issuance expenses on
preferred shares ....... ... . . .. . . i 958 -- -- --
Commpn shares issued in connection
with dividend reinvestment plan ..................... - - 1 1, 296 - -
Change in unrealized net |oss
on securities available for sale .................... -- -- -- --
Def erred conpensation shares earned
but not yet delivered ....... ... ... . .. .. .. . . -- -- -- --
Pensi on obligations

BALANCE, DECEMBER 31, 2001 ................ ... $ 468,977 $ 3,961 $ 2,162,512 $ (95, 647)
ACCUMULATED
OTHER
COMPREHENSI VE SHAREHOLDERS' COMPREHENSI VE
LGSS OTHER EQUI TY I NCOVE

(Anpunts in thousands, except per share anobunts)

BALANCE JANUARY 1, 2000 ......... .. $ (1, 448) $ (4, 800) $ 2,055, 368
Net T NCOMB . ..o -- -- 233,991 $ 233,991
Di vi dends paid on Preferred Shares

Series A Preferred Shares

($3.25 per share) ........ . -- -- (21, 689) --
Series B Preferred Shares
($2.125 per share) ...t -- -- (7,225) --
Series C Preferred Shares
($2.125per share) ......... . -- -- (9,776) --
Di vi dends paid on common shares
($1.97 per share) ...t -- -- (168, 688) --

Common shares issued under
enpl oyees' share plan ...... ... ... ... . . .. . . . -- -- 9,928 --



Redenption of units for common shares ................. -- -- 1,792 --
Accretion of issuance expenses on
preferred shares .......... . . . . . . i -- -- 2,875 --
Common shares issued in connection
with dividend reinvestment plan ..................... - - - - 1,026 - -
Change in unrealized net |oss
on securities available for sale .................... (18, 399) -- (18, 399) (18, 399)
Appreci ation of securities held
in officer's deferred conpensation
ErUSE (579) -- (579) (579)
For gi veness of anount due
fromofficers ... ... -- 96 96 --
BALANCE, DECEMBER 31, 2000 ...........¢.iiiiiinnennan.. (20, 426) (4,704) 2,078,720 $ 215,013
Net T NCOMB ..o e -- -- 263, 738 $ 263, 738
Di vi dends paid on Preferred Shares
Series A Preferred Shares
($3.25 per share) ......... . . . i -- -- (19, 505) --
Series B Preferred Shares
($2.125 per share) ........c.uiiiii i -- -- (7,225) --
Series C Preferred Shares
($2.125 per share) ....... ...t -- -- (9,775) --
Di vi dends pai d on common shares
($2.32 per share) ........ .. -- -- (201, 813) --
Di vi dends payabl e on commmon shares
($.31 per share) ...t -- -- (30, 701) --
Common shares issued, net of shelf
registration costs of $260 ............... ... ........ -- -- 376, 933 --
Common shares issued under
enpl oyees' share plan ........ ... ... ... . ... . . -- -- 9, 959 --
Conversion of Series A Preferred Shares
to commDn Shares . ........ . -- -- -- --
Redenption of units for common shares ................. -- -- 52, 087 --
Accretion of issuance expenses on
preferred shares ....... ... . . . . . -- -- 958 --
Common shares issued in connection
with dividend reinvestnent plan ..................... -- -- 1, 297 --
Change in unrealized net |oss
on securities available for sale .................... 18, 178 - - 18,178 18, 178
Def erred conpensation shares earned
but not yet delivered ....... ... ... . ... ... ... - - 38, 253 38, 253 - -
Pension obligations ........ ... ... . . . . . . . (732) -- (732) (732)
BALANCE, DECEMBER 31, 2001 ..............iiiiiiniennnn.. $ (2,980) $ 33, 549 $ 2,570, 372 $ 281, 184
See notes to consolidated financial statenents.
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CONSOLI DATED STATEMENTS OF SHAREHOLDERS' EQUITY
DI STRI BUTI ONS
PREFERRED COMVON ADDI TI ONAL I N EXCESS OF
SHARES SHARES CAPI TAL NET | NCOVE
(Amounts in thousands, except per share anopunts)
BALANCE, DECEMBER 31, 2001 .............iuiiiiinennnnn. $ 468, 977 $ 3,961 $ 2,162,512 $ (95, 647)
Net I NCOME .. ... -- -- -- 232,903
Di vi dends paid on Preferred Shares
Series A Preferred Shares
($3.25 per share) .........iii -- -- -- (6,167)
Series B Preferred Shares
($2.125 per share) ... -- -- -- (7,225)
Series C Preferred Shares
($2.125 per share) ...t -- -- -- (9, 775)
Net proceeds fromissuance of common
Shares . ... - - 56 56, 397 --
Conversion of Series A Preferred
shares to common shares ............... .. ... ... (203, 489) 225 203, 264 --
Def erred conpensation shares earned but not
yet delivered ...... ... ... . . - - 2 2,627 --
Di vi dends pai d on common shares
(%$2.97 per share, including $.31
FOr 20001) .ot -- -- -- (314, 419)
Reversal of dividends payable on common
shares in 2001 ($.31 per share) .................... -- -- -- 30, 701

Common shares issued under



enpl oyees' share plan ................ ... ... ... ... ... -- 36 24, 349 --
Redenption of units for common shares ................. - - 38 30, 380 --
Common shares issued in connection
with dividend reinvestment plan ..................... -- 2 1, 885 --
Change in unrealized net |oss
on securities available for sale .................... -- -- -- --
O her non-cash changes, primarily
pension obligations ....... ... . .. .. ... -- -- -- --
BALANCE, DECEMBER 31, 2002 ........... ... $ 265, 488 $ 4,320 $ 2,481,414 $ (169,629)
ACCUMULATED
OTHER
COWPREHENSI VE SHAREHOLDERS' COWPREHENSI VE
LCOSS OTHER EQUI TY I NCOVE
BALANCE, DECEMBER 31, 2001 ........... .. uiiiinennnnn. $ (2,980) $ 33, 549 $ 2,570,372 $ 281, 184
Net I NCOMB ..o -- -- 232,903 $ 232,903
Di vi dends paid on Preferred Shares
Series A Preferred Shares
($3.25 per share) ...t -- -- (6, 167) --
Series B Preferred Shares
($2.125 per share) ........ ... ... -- -- (7,225) --
Series C Preferred Shares
($2.125 per share) ... -- -- (9, 775) --
Net proceeds fromissuance of comon
Shar €S . .. - - - - 56, 453 --
Conversion of Series A Preferred
shares to common shares ............................. -- -- -- --
Deferred conpensation shares ............... .. ......... - - 25,778 28, 407 --
Di vi dends pai d on common shares
(%$2.97 per share, including $.31
FOr 20001) .o -- -- (314, 419) --
Reversal of dividends payable on conmon
shares in 2001 ($.31 per share) .................... -- -- 30, 701 --
Common shares issued under
enpl oyees' share plan ...... ... ... ... .. . . ... .. -- -- 24, 385 --
Redenption of units for common shares ................. -- -- 30, 418 --
Common shares issued in connection
with dividend reinvestnment plan ..................... - - - - 1, 887 - -
Change in unrealized net |oss
on securities available for sale .................... (8,936) -- (8,936) (8,936)
O her non-cash changes, primarily
pension obligations .............. . ... (1, 648) -- (1, 648) (1, 648)
BALANCE, DECEMBER 31, 2002 ........... ... iuiiiiniennnn.. $ (13, 564) $ 59, 327 $ 2,627, 356 $ 222,319

See notes to consolidated financial statenents.
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CONSOLI DATED STATEMENTS OF CASH FLOWS

(Amount s in thousands)

CASH FLOAS FROM OPERATI NG ACTI VI Tl ES:
Net I NCOMB . ...
Adj ustments to reconcile net inconme to net cash provided
by operating activities:
Cunul ative effect of change in accounting principle ............
MNority interest . ... ...
Anmortization of officer's deferred conpensation ................
Net | oss on dispositions of wholly-owned and
partially-owned assets other than real estate ................
Costs of acquisitions and devel opnent not consunmated ..........
Gains on sale of real estate .......... ... ... ... .. .. . ... ... ... ..
Depreci ation and anortization (including debt issuance costs) ..
Straight-lining of rental income ........... .. ... ...
Anortization of below market leases, net .......................
Equity in inconme of Alexander's ............ ...,
Equity in income of partially-owned entities ...................
Changes in operating assets and liabilities ....................

$ 232,903

30, 129
140, 584
27,500

17,471

6,874
205, 826
(36, 478)
(12, 634)
(29, 653)
(44, 458)
(38, 239)

YEAR ENDED DECEMBER 31,

$ 263, 738

4,110
112, 363

8,070

5, 223
(15, 495)
123, 862
(27, 230)
(25, 718)
(80, 612)
19, 374

$ 233,991

102, 374

(10, 965)
99, 846
(32, 206)
(17, 363)
(86, 654)
(39, 102)



Net cash provided by operating activities ........... ... ... . ... 499, 825 387, 685

CASH FLOWS FROM | NVESTI NG ACTI VI TI ES:

Devel opnent costs and construction in progress ..................... (63,619) (145, 817)
Acqui sitions of real estate and other ......... ... ... ... ... ... ..... (23, 665) (11, 574)
Additions to real estate .......... .. (96, 018) (67, 090)
Investnents in partially-owned entities ............ ... ... .. ...... (100, 882) (109, 332)
Proceeds fromsale of real estate .......... ... .. .. . . . . . .. -- 162, 045
Investments in notes and nortgage |loans receivable ................. (56, 935) (83, 879)
Repaynment of notes and nortgage loans receivable ................... 124, 500 64, 206
Cash restricted, prinarily nortgage €SCrows ..............ouuuueenan. (21, 471) 9, 896
Distributions frompartially-owned entities ........................ 126, 077 114, 218
Real estate deposits ........... i -- --
Purchases of marketable securities ....... ... ... ... . . . . -- (14, 325)
Proceeds fromsale or maturity of securities available for sale .... 87, 896 1, 930
Net cash used in investing activities ........... ... i, (24, 117) (79,722)
CASH FLOAS FROM FI NANCI NG ACTI VI TI ES:
Proceeds fromborrowi Ngs . ... ... ... 628, 335 554,115
Repayments of DOrrowi Ngs ........ ... (731, 238) (835, 257)
Costs of refinancing debt .......... .. . . . . . . . . . . . (3,970) (3,394)
Redenption of perpetual preferred units ............ ... ............. (25, 000) --
Proceeds fromissuance of preferred units .......................... -- 52,673
Proceeds fromissuance of common shares ............................ 56, 453 377,193
Di vidends paid on commpn shares ..................... ... (314, 419) (201, 813)
Di vidends paid on preferred shares .......... .. ... . . . . (23,167) (35, 547)
Distributions to mnority partners ...............uuiiiuennnniinn. (146, 358) (98, 594)
Exercise of share options ......... .. . 26, 272 11, 256
Net cash (used in) provided by financing activities .................... (533,092) (179, 368)
Net increase (decrease) in cash and cash equivalents ................... (57, 384) 128, 595
Cash and cash equivalents at beginning of year ......................... 265, 584 136, 989
Cash and cash equivalents at end of year ........ ... ... ... ... ... ....... $ 208, 200 $ 265, 584

(35, 701)
(199, 860)
(136, 081)
(99, 974)
47,945
(144, 225)
5,222
(183, 788)
68, 799
4,819

(26, 531)

1,195, 108
(633, 655)
(18, 445)
204, 750
(168, 688)
(35, 815)
(80, 397)
10, 955

Suppl enental Di scl osure of Cash Flow | nfornation:
Cash paynments for interest (including capitalized interest of

$6, 677, $12,171 and $12,269) ... .. $ 247,048 $ 171, 166
NON- CASH TRANSACTI ONS:
Financing assumed in acquiSitions .......... ... ... $ 1,596,903 $ --
Class A units issued in connection with acquisitions ............... 625, 234 18, 798
Unrealized (loss) gain on securities available for sale ............ 860 9, 495
(Appreciation) depreciation of securities held in officer's deferred
compensati ON TrUSt ... ... -- (3,023)

See notes to consolidated financial statements.
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1. ORGANI ZATI ON AND BUSI NESS

Vornado Realty Trust is a fully-integrated real estate investnent trust
("REIT"). Vornado conducts its business through Vornado Realty L.P., ("the
Operating Partnership"). Vornado is the sole general partner of, and owned
approxi mately 79% of the common linmited partnership interest in, the Operating
Partnership at February 3, 2003. Al references to the "Conpany" and "Vornado"
refer to Vornado Realty Trust and its consolidated subsidiaries, including the
Operating Partnership.

The Conpany currently owns directly or indirectly:
OFFI CE PROPERTI ES (" OFFI CE"):

(i) all or portions of 74 office properties aggregating approxi mately
27.7 million square feet in the New York City netropolitan area (primarily
Manhattan) and in the Washington D.C. and Northern Virginia area;
RETAI L PROPERTI ES ("RETAIL"):

(ii) 62 retail properties in six states and Puerto Rico aggregating
approxi mately 12.5 mllion square feet, including 1.8 million square feet built
by tenants on |l and | eased fromthe Conpany;

MERCHANDI SE MART PROPERTI ES:

(iii) 8.6 mllion square feet of showoom and office space, including the
3.4 million square foot Merchandise Mart in Chicago;

(18, 399)

(579)



TEMPERATURE CONTROLLED LOG STI CS:

(iv) a 60%interest in the Vornado Crescent Portland Partnership that
owns 88 cold storage warehouses nationw de with an aggregate of approxinately
441.5 mllion cubic feet of refrigerated space | eased to Ameri Cold Logistics;

OTHER REAL ESTATE | NVESTMENTS:

(v) 33. 1% of the outstanding common stock of Al exander's, Inc.
(" Al exander's");

(vi) the Hotel Pennsylvania in New York City consisting of a hotel portion
containing 1.0 mllion square feet with 1,700 roons and a commercial portion
containing .4 mllion square feet of retail and office space;

(vii) a 21.7%interest in The Newkirk Master Limted Partnership which
owns office, retail and industrial properties net |leased primarily to credit
rated tenants, and various debt interests in such properties;

(viii) eight dry warehouse/industrial properties in New Jersey containing
approximately 2.0 mllion square feet; and

(ix) other investments, including interests in other real estate,
mar ket abl e securities and | oans and notes receivable.
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2. SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI ClI ES

BASI S OF PRESENTATI ON: The acconpanyi ng consolidated financial statenents
include the accounts of Vornado Realty Trust and its majority-owned subsidiary,
Vornado Realty L.P., as well as entities in which the Conpany has a 50% or
greater interest, provided that the Conpany exercises direct or indirect
control. All significant interconpany ampunts have been elim nated. The Conpany
consi ders the guidance in APB 18, SOP 78-9 and EI TF 96-16 i n determ ni ng whet her
it does or does not control joint ventures on a case-by-case basis, taking into
account board representation, managenment representation and authority and the
contractual and substantive participating rights of its partners/nmenbers. If the
approval of all of the partners/menbers is contractually required with respect
to maj or decisions, such as operating and capital budgets, the sale, exchange or
ot her disposition of any real property assets, the hiring of a Chief Executive
O ficer, the conmencenent, conpronise or settlenent of any lawsuit, |egal
proceeding or arbitration or the placenent of any new or additional financing
secured by any assets of the joint venture, then the Conpany does not control
the venture and therefore will not consolidate the entity, despite the fact that
it my own 50%or nore of the relevant entity. This is the case with respect to
Tenperature Controlled Logistics, Mnnouth Mall, 400 North LaSalle, MartParc
Oleans, MartParc Wells, 825 Seventh Avenue and Starwood Ceruzzi. |f the Conpany
is able to unilaterally nmake major decisions for the partially owned entity and
owns an interest greater than 50% the Conpany has control and therefore
consolidates the entity. The Conpany accounts for investnments under the equity
met hod when the Conpany's ownership interest is nore than 20% but |ess than 50%
and the Conpany does not exercise direct or indirect control. \Wen
partially-owned investnents are in partnership form the 20%threshold may be
reduced. For all other investnents, the Conpany uses the cost nethod. Equity
investments are recorded initially at cost and subsequently adjusted for the
Conpany' s share of the net incone or |oss and cash contributions and
distributions to or fromthese entities.

Prior to January 1, 2001, the Conpany's equity interests in partially-owned
entities also included investnents in preferred stock affiliates (corporations
in which the Conpany owned all of the preferred stock and none of the common
equity). Omership of the preferred stock entitled the Conpany to substantially
all of the econonic benefits in the preferred stock affiliates. On January 1,
2001, the Conpany acquired the common stock of the preferred stock affiliates,
which was owned by the Officers and Trustees of the Conpany, and converted them
to taxabl e REIT subsidiaries. Accordingly, the Hotel portion of the Hotel
Pennsyl vani a and the managenment conpani es (which provide services to the
Conpany's busi ness segnents and operate the Trade Show busi ness of the
Mer chandi se Mart division) have been consolidated begi nning January 1, 2001.

Managenment has nmade estimates and assunptions that affect the reported
anobunts of assets and liabilities at the date of the financial statements and
the reported ambunts of revenues and expenses during the reporting periods.
Actual results could differ fromthose estinates.

RECLASSI FI CATI ONS: Certain prior year bal ances have been reclassified in
order to conformto current year presentation.

REAL ESTATE: Real estate is carried at cost, net of accunul ated
depreci ation and anortization. Betternents, nmjor renewals and certain costs
directly related to the acquisition, inmprovenent and |easing of real estate are
capitalized. Mintenance and repairs are charged to operations as incurred. For



redevel opnment of existing operating properties, the net book value of the

exi sting property under redevel opment plus the cost for the construction and
improvenments incurred in connection with the redevel opment are capitalized to
the extent the capitalized costs of the property do not exceed the estinmated
fair value of the redevel oped property when conplete. |If the cost of the

redevel oped property, including the undepreciated net book val ue of the property
carried forward, exceeds the estimated fair value of redevel oped property, the
excess is charged to expense. Depreciation is provided on a straight-line basis

over the assets, estimated useful lives which range from7 to 40 years. Tenant
al | owances are anortized on a straight-line basis over the lives of the related
| eases, which approximates the useful lives of the assets. Additions to rea

estate include interest expense capitalized during construction of $6,677, 000
$12,171, 000, and $12,269,000 for the years ended Decenber 31, 2002, 2001, and
2000.
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Upon acqui sitions of real estate, the Conpany assesses the fair value of
acquired assets (including |and, buildings, tenant inprovenents, acquired
above and bel ow market |eases and the origination cost of acquired in-place
| eases in accordance with SFAS No. 141) and acquired liabilities, and
al l ocate purchase price based on these assessnents. The Conpany assesses fair
val ue based on estinated cash flow projections that utilize appropriate
di scount and capitalization rates and avail able nmarket information. Estinates
of future cash flows are based on a nunmber of factors including the
historical operating results, known trends, and nmarket/econom c conditions
that may affect the property. The Conpany's properties are reviewed for
impairnent if events or circunstances change indicating that the carrying
amount of the assets may not be recoverable. If the Conpany incorrectly
estinmates the values at acquisition or the undiscounted cash flows, initia
al | ocations of purchase price and future inpairnent charges nmay be different

CASH AND CASH EQUI VALENTS: Cash and cash equival ents consi st of highly
liquid investments purchased with original nmaturities of three nonths or |ess
Cash and cash equival ents does not include cash escrowed under |oan agreenents
and cash restricted in connection with an officer's deferred conpensation
payabl e.

ALLOWANCE FOR DOUBTFUL ACCOUNTS: The Conpany periodically evaluates the
collectibility of ampunts due fromtenants and nmintains an allowance for
doubtful accounts for estimated |osses resulting fromthe inability of
tenants to nake required paynents under the | ease agreenent. The Conpany al so
mai ntai ns an al |l owance for receivables arising fromthe straight-1ining of
rents. This receivable arises from earnings recogni zed in excess of anpunts
currently due under the | ease agreenents. Managenent exercises judgnment in
establishing these all owances and considers paynent history and current
credit status in devel oping these estimtes

MARKETABLE SECURI TI ES: The Conpany has cl assified debt and equity
securities which it intends to hold for an indefinite period of time
(including warrants to acquire equity securities) as securities available for
sale; equity securities it intends to buy and sell on a short termbasis as
trading securities; and preferred stock investnents as securities held to
maturity. Unrealized gains and | osses on trading securities are included in
earnings. Unrealized gains and | osses on securities available for sale are
included as a conponent of sharehol ders' equity and other conprehensive
incone. Realized gains or |osses on the sale of securities are recorded based
on specific identification. A portion of the Conpany's preferred stock
investnents are redeemabl e and accounted for in accordance with EITF 99-20
"Recogni tion of Interest Income and | npairnent on Purchased and Retained
Beneficial Interests in Securitized Financial Assets." Incone is recognized
by applying the prospective method of adjusting the yield to maturity based
on an estinmate of future cash flows. If the value of the investment based on
the present value of the future cash flows is |ess than the Conpany's
carrying anount, the investnents will be witten-down to fair val ue through
earnings. Investments in securities of non-publicly traded conpanies are
reported at cost, as they are not considered marketabl e under SFAS No. 115

At Decenber 31, 2002 and 2001, nerketable securities had an aggregate cost
of $41, 665,000 and $117, 284,000 and an aggregate market value of $42,525,000 and
$126, 774, 000 (of which $0 and $13, 888,000 represents trading securities;
$2, 020, 000 and $49, 763,000 represents securities available for sale; and
$40, 505, 000 and $63, 123, 000 represent securities held to maturity). Gross
unreal i zed gains and | osses were $860, 000 and $0 at Decenber 31, 2002, and
$14, 738, 000 and $5, 243, 000 at Decenber 31, 2001

NOTES AND MORTGAGE LOANS RECEI VABLE: The Conpany's policy is to record
nortgages and notes receivable at the stated principal anpunt |ess any discount
or premuns. The Conpany accretes or anortizes any discounts or prem unms over
the life of the related loan receivable utilizing the effective interest nethod
The Conpany evaluates the collectibility of both interest and principal of each
of its loans, if circumstances warrant, to determi ne whether it is inpaired. A
loan is considered to be inpaired, when based on current information and events



it is probable that the Conpany will be unable to collect all amounts due
according to the existing contractual ternms. Wien a loan is considered to be
inmpaired, the amount of the |oss accrual is calculated by conparing the recorded
investnment to the value determ ned by discounting the expected future cash flows
at the loan's effective interest rate or, as a practical expedient, to the value
of the collateral if the loan is collateral dependent. Interest on inpaired

l oans is recogni zed on a cash basis.

DEFERRED CHARGES: Direct financing costs are deferred and anortized over
the terms of the related agreenents as a conponent of interest expense. Direct
costs related to leasing activities are capitalized and anortized on a
straight-line basis over the lives of the related |eases. Al other deferred
charges are anortized on a straight-line basis, which approxi mtes the effective
interest rate nethod, in accordance with the terns of the agreements to which
they rel ate.
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FAI R VALUE OF FI NANCI AL | NSTRUMENTS: All financial instrunents of the
Conpany are reflected in the acconpanying consol i dated bal ance sheets at
anmounts which, in managenent's estimation, based upon an interpretation of
avai | abl e market information and val uati on net hodol ogi es (i ncluding
di scounted cash flow anal yses with regard to fixed rate debt) are considered
appropriate. The fair value of the Conpany's debt is approxi mately
$178, 566,000 i n excess of the aggregate carrying amount at Decenber 31, 2002
Such fair value estinmates are not necessarily indicative of the anmbunts that
woul d be realized upon disposition of the Conpany's financial instrunents

DERI VATI VE | NSTRUMENTS AND HEDG NG ACTI VI TI ES: Statenment of Financia
Accounting Standards No. 133, ACCOUNTI NG FOR DERI VATI VE | NSTRUMENTS AND HEDG NG
ACTI VI TI ES (SFAS 133), as anended and interpreted, establishes accounting and
reporting standards for derivative instruments, including certain derivative
instrunents enbedded in other contracts, and for hedging activities. As required
by SFAS 133, the Conpany records all derivatives on the balance sheet at fair
val ue. The accounting for changes in the fair value of derivatives depends on
the intended use of the derivative and the resulting designation. Derivatives
used to hedge the exposure to changes in the fair value of an asset, liability
or firmconmtnent attributable to a particular risk, such as interest rate
risk, are considered fair value hedges. Derivatives used to hedge the exposure
to variability in expected future cash flows, or other types of forecasted
transactions, are considered cash flow hedges. The cunul ative effect of
i npl enenting SFAS No. 133 on January 1, 2001, was $4, 110, 000

For derivatives designated as fair value hedges, changes in the fair val ue
of the derivative and the hedged itemrelated to the hedged risk are recogni zed
in earnings. For derivatives designated as cash fl ow hedges, the effective
portion of changes in the fair value of the derivative is initially reported in
ot her conprehensive income (outside of earnings) and subsequently reclassified
to earnings when the hedged transaction affects earnings, and the ineffective
portion of changes in the fair value of the derivative is recognized directly in
earni ngs. The Conpany assesses the effectiveness of each hedging rel ationship by
conparing the changes in fair value or cash flows of the derivative hedgi ng
instrument with the changes in fair value or cash flows of the designated hedged
itemor transaction. For derivatives not designated as hedges, changes in fair
val ue are recogni zed in earnings. Additionally, the Conpany does not use
derivatives for trading or specul ative purposes and currently does not have any
derivatives that are not designated as hedges

On June 27, 2002, the Conpany entered into interest rate swaps that
effectively converted the interest rate on the $500, 000, 000 senior unsecured
notes due 2007 froma fixed rate of 5.625%to a floating rate of LIBOR plus
.. 7725% based upon the trailing 3 nonth LIBOR rate (2.18% at Decenber 31,
2002). These swaps were designated and effective as fair value hedges, with a
fair value of $34,245,000 at Decenber 31, 2002, which is included in Oher
Assets on the Conpany's bal ance sheet. Accounting for these swaps al so
requires the Conpany to recognize changes in the fair value of the debt
during each reporting period. At Decenber 31, 2002, the fair val ue adjustnment
of $34, 245,000, based on the fair value of the swaps, is included in the
bal ance of the Senior Unsecured Notes. Because the hedging rel ationship
qualifies for the "short-cut" nethod, the hedge ineffectiveness on these fair
val ue hedges was recogni zed during 2002

REVENUE RECOGNI TI ON: The Conpany has the foll owi ng revenue sources and
revenue recognition policies

Base Rents -- incone arising fromtenant |eases. These rents are recogni zed over
the non-cancelable termof the related | eases on a straight-line basis which
includes the effects of rent steps and free rent abatenments under the | eases

Percentage Rents -- incone arising fromretail tenant |eases which are
contingent upon the sales of the tenant exceeding a defined threshold. These
rents are recogni zed in accordance with SAB 101, which states that this income
is to be recognized only after the contingency has been renpved (i.e. sales



threshol ds have been achi eved)

Hot el Revenues -- inconme arising fromthe operation of the Hotel Pennsylvania
whi ch consists of roons revenue, food and beverage revenue, and banquet revenue
Income is recognized when roons are occupi ed. Food and beverage and banquet
revenue are recogni zed when the services have been rendered

Trade Show Revenues -- incone arising fromthe operation of trade shows,
including rentals of booths. This revenue is recognized in accordance with the
booth rental contracts when the trade shows have occurred

Expense Rei nmbursenent Incone -- incone arising fromtenant |eases which provide
for the recovery of all or a portion of the operating expenses and real estate
taxes of the respective property. This income is accrued in the sane periods as
the expenses are incurred. Contingent rents are not recognized until realized
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I NCOVE TAXES: The Conpany operates in a nmanner intended to enable it to
continue to qualify as a REIT under Sections 856-860 of the Internal Revenue
Code of 1986, as anmended. Under those sections, a REIT which distributes at
least 90% of its REIT taxable income as a dividend to its sharehol ders each year
and which neets certain other conditions will not be taxed on that portion of
its taxable income which is distributed to its sharehol ders. The Conpany wil |
distribute to its shareholders 100% of its taxable income and therefore, no
provision for Federal income taxes is required. Dividend distributions for the
years ended Decenmber 31, 2002, 2001 and 2000, were characterized for Federa
income tax purposes as ordinary incone.

The Conpany owns stock in corporations that have elected to be treated for
Federal income tax purposes, as taxable REIT subsidiaries ("TRS"). The val ue of
the conmbi ned TRS stock cannot and does not exceed 20% of the value of the
Conpany's total assets. A TRS is taxable on its net incone at regul ar corporate
tax rates. For the 2002 tax year, the total income tax is approximtely
$1, 430, 000

The followi ng table reconciles net income to estinated taxable incone for
the year ended Decenber 31, 2002

Net incone applicable to comon shares.............. .. .............
Depreciation and anmortizati on............ ...
Straight-line rent adjustments.............. .. . i ..
Book to tax differences in earnings of partially-owned entities....
Anortization of officer's deferred conpensation....................
Primestone inmpairment 10SS ........ ..
StoCk Option EXPeNSE. . ..o
Anortization of acquired bel ow market |eases, net of above narket |eases
[ S 1 Y

Estimated taxable income. ... ... . . .. . . .

The net basis of the Conpany's assets and liabilities for tax purposes
is approxi mately $2,822,000, 000, |ower than the anpbunt reported for financia
statement purposes

At Decenber 31, 2002, the Conpany had a capital |oss carryover of
approxi mately $73, 000, 000. The capital loss carryover is available to offset
future capital gains that would otherwi se be required to be distributed as
di vi dends to sharehol ders

AMOUNTS PER SHARE: Basic earnings per share is conputed based on wei ghted
average shares outstanding. Diluted earnings per share considers the effect of
out standi ng options, warrants and convertible or redeemabl e securities.

STOCK BASED COMPENSATI ON: I n 2002 and prior years, the Conpany accounted
for stock-based conpensation using the intrinsic value nethod. Under the
intrinsic value nmethod conpensation cost is nmeasured as the excess, if any, of
the quoted market price of the Conpany's stock at the date of grant over the
exercise price of the option granted. Conpensation cost for stock options, if
any, is recognized ratably over the vesting period. The Conpany's policy is to
grant options with an exercise price equal to the quoted market price of the
Conpany' s stock on the grant date. Accordingly, no conpensation cost has been
recogni zed for the Conpany's stock option plans. See Note 8 - Enpl oyees' Share
Option Plan for details of the Conpany's outstanding enpl oyee share options and
the related pro forma stock-based enpl oyee conpensation cost. Effective January
1, 2003, the Conpany adopted SFAS No. 123 "Accounting for Stock Based
Conpensation" as anmended by SFAS No. 148 "Accounting for Stock - Based
Conpensation - Transition and Disclosure." The Conpany wi || adopt SFAS No. 123
prospectively by valuing and accounting for enployee stock options granted in

$ 232, 903, 000
69, 360, 000
(30, 687, 000)
(21, 958, 000)
22, 916, 000
15, 071, 000
(12, 400, 000)
10, 528, 000
(15, 837, 000)




2003 and thereafter. The Conpany will utilize a binom al valuation nodel and
appropriate market assunptions to determ ne the value of each grant. Stock-based
conpensati on expense will be recognized on a straight-line basis over the
vesting period of the respective grants

In addition to enpl oyee stock option grants, the Conpany has al so granted
restricted shares to certain of its enployees that vest over a three to five
year period. The Conpany records the value of each restricted share award as
st ock- based conpensation expense based on the Conpany's closing stock price on
the NYSE on the date of grant on a straight-line basis over the vesting period
As of Decenber 31, 2002, the Conpany has 250,927 restricted shares or rights to
receive restricted shares outstanding to enpl oyees of the Conpany, excluding
626, 566 shares issued to the Conpany's President in connection with his
enpl oynent agreenment. The Conpany recogni zed $1, 868, 000 of stock-based
conpensation expense in 2002 for the portion of these shares that vested during
the year.
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RECENTLY | SSUED ACCOUNTI NG STANDARDS

SFAS No. 141 - BUSI NESS COMBI NATI ONS requires conpanies to account for the
val ue of |eases acquired and the costs of acquiring such | eases separately
fromthe value of the real estate for all acquisitions subsequent to July 1
2001. Accordingly, the Conpany has evaluated the | eases in place for (i) the
remai ning 66% of CESCR it did not previously own which it acquired on January
1, 2002, (ii) the remmining 50% of the Las Catalinas Mall it did not
previously own which it acquired on Septenber 23, 2002 and (iii) a 50%
interest in the Monmouth Mall which it acquired on October 10, 2002, to
determ ne whether they were acquired at market, above market or bel ow market
The Conpany's eval uati ons were based on (i) the differences between
contractual rentals and the estimted market rents over the applicable |ease
term di scounted back to the date of acquisition utilizing a discount rate
adjusted for the credit risk associated with the respective tenants and (ii)
the estimated cost of acquiring such | eases giving effect to the Conpany's
history of providing tenant inprovenents and paying | easing conmm ssions

As a result of its evaluations, as of Decenber 31, 2002, the Conpany has
recorded a deferred credit of $48, 430,000 representing the value of acquired
bel ow narket |eases, deferred charges of $15,976,000 for the value of
acquired above market |eases and $3, 621,000 for origination costs, of which
the tenant inprovenents are included in buildings and i nprovenents. In
addition, in the year ended Decenber 31, 2002 the Conpany has recognized
property rentals of $12,634,000 for the anortization of bel ow nmarket |eases
net of above market |eases and depreciation expense of $11, 214,000 for the
anortization of the |ease origination costs and additional building
depreciation resulting fromthe reallocation of the purchase price of the
appl i cabl e properties

SFAS NO. 142 - GOODW LL AND OTHER | NTANG BLE ASSETS

I'n June 2001, the Financial Accounting Standards Board ("FASB") issued
Statenment of Financial Accounting Standard ("SFAS') No. 142, GOODW LL AND OTHER
| NTANG BLE ASSETS (effective January 1, 2002). SFAS No. 142 specifies that
goodwi I | and sone intangible assets will no longer be anortized but instead be
subj ect to periodic inpairment testing. SFAS No. 142 provi des specific guidance
for inmpairnent testing of these assets and renpves them fromthe scope of SFAS
No. 121, ACCOUNTI NG FOR THE | MPAI RVENT OF LONG LI VED ASSETS. The Conpany's
goodwi | | bal ance on Decenmber 31, 2001 of $30, 129, 000 consisted of $14, 639, 000
related to the Hotel Pennsylvania acquisition and $15, 490,000 related to the
acquisition of the Tenperature Controlled Logistics businesses

Prior to January 1, 2002, the Conpany performed inpairnment testing in
accordance with SFAS 121. The Conpany revi ewed for inpairnent whenever events or
changes in circunmstances indicated that the carrying anount of an asset may not
be recoverable. Gven the decrease in the estimted narket values and the
deteriorating performance of Hotel Pennsylvania and Tenperature Controlled
Logi stics, the Conpany performed a review for recoverability estimating the
future cash flows expected to result fromthe use of the assets and their
eventual disposition. As of Decenber 31, 2001, the sum of the expected cash
flows (undiscounted and w thout interest charges) exceeded the carrying anounts
of goodwill, and therefore no inpairnments were recognized

Upon adoption of SFAS 142 on January 1, 2002, the Conpany tested the
goodwi Il for inmpairnent at the reporting level unit utilizing the prescribed
two-step nmethod. The first step conpared the fair value of the reporting unit
(determ ned based on a discounted cash flow approach) with its carrying anount
As the carrying amount of the reporting unit exceeded its fair value, the second
step of the inpairnment test was perforned to neasure the inpairnent |oss. The
second step conpared the inplied fair value of goodwill with the carrying anmount
of the goodwill. As the carrying amounts of the goodwi ||l exceed the fair val ues
on January 1, 2002 the Conpany wote-off all of the goodw || of the Hotel and
the Tenperature Controlled Logistics businesses as an inpairnent |loss totaling



$30, 129, 000. The wite-off has been reflected as a cunulative effect of change
in accounting principle on the income statenment. Earnings allocable to the
mnority interest have been reduced by their pro-rata share of the wite-off of
goodwi | 1.

Previously reported "Incone before gains on sale of real estate and
cumul ative effect of change in accounting principle" and "Net incone applicable
to common shares" for the year ended Decenber 31, 2001 woul d have been
approxi mately $972,000 hi gher, or $2.35 and $2.48 per share, if such goodwill
was not anortized in the prior year.
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SFAS NO. 143 - ACCOUNTI NG FOR ASSET RETI REMENT OBLI GATI ONS AND SFAS NO. 144
- ACCOUNTI NG FOR THE | MPAI RVENT OR DI SPOSAL OF LONG LI VED ASSETS

I'n August 2001, the FASB issued SFAS No. 143, ACCOUNTI NG FOR ASSET
RETI REMENT OBLI GATI ONS (effective January 1, 2003) and SFAS No. 144, ACCOUNTI NG
FOR THE | MPAI RVENT OR DI SPOSAL OF LONG LI VED ASSETS (effective January 1, 2002).
SFAS No. 143 requires the recording of the fair value of a liability for an
asset retirenment obligation in the period which it is incurred. SFAS No. 144
supersedes current accounting literature and now provides for a single
accounting nodel for long-lived assets to be disposed of by sale and requires
di scontinued operations presentation for disposals of a "conponent” of an
entity. The adoption of these statements did not have a material effect on the
Conpany' s financial statements; however under SFAS No. 144, if the Conpany were
to dispose of a material operating property, such property's results of
operations will have to be separately disclosed as discontinued operations in
the Conpany's financial statenents.

SFAS NO. 145 - RESCI SSI ON OF SFAS NO. 4, 44, AND 64, AMENDMENT OF SFAS NO.
13, AND TECHNI CAL CORRECTI ONS

In April 2002, the FASB issued SFAS No. 145, RESCI SSI ON OF SFAS NO. 4, 44,
AND 64, AMENDMENT OF SFAS NO. 13, AND TECHNI CAL CORRECTI ONS. SFAS No. 145
requires, among other things, (i) that the nodification of a |lease that results
in a change of the classification of the |ease fromcapital to operating under
the provisions of SFAS No. 13 be accounted for as a sal e-1 easeback transaction
and (ii) the reporting of gains or losses fromthe early extingui shment of debt
as extraordinary items only if they met the criteria of Accounting Principles
Board Opi ni on No. 30, REPORTING THE RESULTS OF OPERATI ONS. The resci ssion of
SFAS No. 4 is effective January 1, 2003. The anendnent of SFAS No. 13 is
effective for transactions occurring on or after May 15, 2002. The adoption of
this statenent did not have a material effect on the Conpany's financial
statenments.

SFAS NO. 146 - ACCOUNTI NG FOR COSTS ASSOCI ATED W TH EXI T OR DI SPOSAL
ACTI VI TI ES

In July 2002, the FASB issued SFAS No. 146, ACCOUNTI NG FOR COSTS ASSOCI ATED
WTH EXIT OR DI SPOSAL ACTIVITIES (effective January 1, 2003). SFAS No. 146
replaces current accounting literature and requires the recognition of costs
associated with exit or disposal activities when they are incurred rather than
at the date of a commitnent to an exit or disposal plan. The Conpany does not
anticipate that the adoption of this statement will have a material effect on
the Conpany's financial statenents.

SFAS NO. 148 - ACCOUNTI NG FOR STOCK- BASED COVPENSATI ON - TRANSI TI ON AND
DI SCLOSURE - AN AMENDMENT OF FASB STATEMENT NO. 123

On August 7, 2002, the Conpany announced that beginning January 1, 2003, it
wi Il expense the cost of enployee stock options in accordance with SFAS No.
123, ACCOUNTI NG FOR STOCK- BASED COVPENSATI ON. | n Decenber 2002, the FASB
issued Statenent No. 148 - Accounting for Stock-Based Conpensation -
Transition and Disclosure - An Anendrment of FASB Statement No. 123 to anend
the transition and discl osure provisions of SFAS No. 123. Specifically, SFAS
No. 123, as anended, would permt two additional transition nethods for
entities that adopt the fair value nmethod of accounting for stock based
enpl oyee conpensation. The Conpany will adopt SFAS No. 123 prospectively by
val uing and accounting for enployee stock options granted in 2003 and
thereafter. The Conpany will utilize a binom al valuation nodel and
appropriate market assunptions to determ ne the value of each grant.

St ock- based conpensation expense will be recognized on a straight-line basis
over the vesting period of the respective grants.

FASB | NTERPRETATI ON NO. 45 - GUARANTOR S ACCOUNTI NG AND DI SCLOSURE
REQUI REMENTS FOR GUARANTEES, | NCLUDI NG | NDI RECT GUARANTEES OF | NDEBTEDNESS OF
OTHERS

I'n Novenber 2002, the FASB issued Interpretation No. 45 - GUARANTOR S
ACCOUNTI NG AND DI SCLOSURE REQUI REMENTS FOR GUARANTEES, | NCLUDI NG | NDI RECT
GUARANTEES OF | NDEBTEDNESS OF OTHERS, which el aborates on the disclosures to be
made by a guarantor in its interimand annual financial statements about its



obligations under certain guarantees that it has issued. The initial recognition
and neasurenent provisions of this Interpretation are applicable on a
prospective basis to guarantees issued or nodified after December 31, 2002. The
Conpany believes that the adoption of this interpretation will not have a
material effect to the financial statenents.
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FASB | NTERPRETATI ON NO. 46 - CONSOLI DATI ON OF VARI ABLE | NTEREST ENTI TI ES

I'n January 2003, the FASB issued Interpretation No. 46 - CONSOLI DATI ON OF
VARI ABLE | NTEREST ENTI TI ES, which requires the consolidation of an entity by an
enterprise (i) if that enterprise, known as a "primary beneficiary", has a
variable interest that will absorb a majority of the entity's expected |osses if
they occur, receive a mpjority of the entity's expected residual returns if they
occur, or both and (ii) if the entity is a variable interest entity, as defined
by Interpretation No. 46. An entity is a variable interest entity if (a) the
total equity investment at risk in the entity is not sufficient to permt the
entity to finance its activities w thout additional subordinated financia
support fromother parties or (b) the equity investors do not have the
characteristics of a controlling financial interest in the entity
Interpretation No. 46 applies imediately to all variable interest entities
created after January 31, 2003. For variable interest entities created by public
conpani es before February 1, 2003, Interpretation No. 46 nust be applied no
later than the beginning of the first interimor annual reporting period
begi nning after June 15, 2003. The initial determ nation of whether an entity is
a variable interest entity shall be nade as of the date at which a primary
beneficiary becomes involved with the entity and reconsidered as of the date one
of three triggering events described by Interpretation No. 46 occur. The Conpany
does not believe that the adoption of this Interpretation will have a nateri al
effect on its financial statenents
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3. ACQUI SI TIONS AND DI SPCSI TI ONS

The Conpany conpl eted approxi mately $1, 834, 600,000 of real estate
acquisitions or investnents in 2002 and $19, 200,000 in 2001. These acqui sitions
were consunmat ed through subsidiaries or preferred stock affiliates of the
Conpany. Acqui sitions of business were recorded under the purchase nethod of
accounting. Related net assets and results of operations have been included in
these financial statenents since their respective dates of acquisition. The pro
forma effect of the individual acquisitions and in the aggregate other than
Charles E. Smith Commercial Realty, were not naterial to the Conpany's
historical results of operations

Acqui sitions of individual properties are recorded as acquisitions of rea
estate assets. Acquisitions of businesses are accounted for under the purchase
met hod of accounting. The purchase price for property acquisitions and
busi nesses acquired is allocated to acquired assets and assuned liabilities
using their relative fair values as of the acquisition date based on val uations
and other studies. Initial valuations are subject to change until such
information is finalized no |ater than 12 nonths fromthe acquisition date

OFFI CE:
CHARLES E. SM TH COMMERCI AL REALTY | NVESTMENT (" CESCR")

On January 1, 2002, the Conpany conpleted the conbination of Charles E
Smith Commercial Realty L.P. ("CESCR') with Vornado. CESCR has a dom nant
mar ket position in the Washington, D.C. and Northern Virginia area, owning
approximately 12.4 nmillion square feet in 53 office properties as well as a
hi ghly conpetent managenent team In the Conpany's opinion, the assets were
acquired at bel ow replacenent cost and with bel ow market |eases. As a result
of the conbination the Conmpany will be in position to capitalize on the
favorabl e supply/ demand characteristics of the Washington, D.C. office
markets. Prior to the conbination, Vornado owned a 34%interest in CESCR. The
consi deration for the remmining 66% of CESCR was approxi mately
$1, 600, 000, 000, consisting of 15.6 nmillion newy issued Vornado Operating
Partnership units and approxi mately $1 billion of debt (66% of CESCR s tota
debt). The purchase price paid by the Conpany was deternm ned based on the
wei ght ed average closing price of the equity issued to CESCR unitholders for
the period beginning two business days before and ending two business days
after the date the acquisition was agreed to and announced on Cctober 19
2001. The Conpany al so capitalized as part of the basis of the assets
acqui red approximately $32, 000,000 for third party acquisition related costs
including advisory, |egal and other professional fees that were contenpl ated



at the tinme of the acquisition

The following table summarizes the estimated fair values of assets

acquired and liabilities assumed at January 1, 2002, the date of acquisition

(Amount s in thousands)

Land, buildings and inprovenents... $1, 681, 000
Intangi bl e deferred charges........ 36, 000
Working capital .................... 41, 000
Total Assets Acquired.............. 1, 758, 000
Mort gages and notes payable........ 1, 023, 000
Intangible deferred credit......... 62, 000
Other liabilities.................. 34, 000
Total Liabilities Assuned.......... 1,119, 000
Net Assets Acquired................ $ 639, 000

The Conpany's estimate of the weighted average useful life of acquired
intangi bles is approximately three years. This acquisition was recorded as a
busi ness conbi nati on under the purchase nethod of accounting. The purchase
price was allocated to acquired assets and assuned liabilities using their
relative fair values as of January 1, 2002 based on val uations and ot her
studi es. The operations of CESCR are consolidated into the accounts of the
Conpany begi nning January 1, 2002. Prior to this date the Conpany accounted
for its 34%interest on the equity nethod

The unaudited pro forma information set forth bel ow presents the condensed
consol i dated statements of incone for the Conpany for the year ended Decenber
31, 2001 as if the follow ng transactions had occurred on January 1, 2001, (i)
the acquisition of CESCR described above and (ii) the Conpany's Novenber 21
2001 sale of 9,775,000 conmon shares and the use of proceeds to repay
i ndebt edness.

Condensed Consol i dated Statenents of |ncone
(in thousands, except per share anounts)

Revenues

I ncome before gains on sale of
change in accounting principle

real estate and cunul ative effect of

For the Year Ended
Decenber 31

$ 1,435,070 $

$ 263,032 $ 284, 420

Gains on sale of real estate .............. .. ... .. .. . i, -- 15, 495
Cunul ative effect of change in accounting principle ............... (30, 129) (4, 110)
Net T NCOMB ..o e 232,903 295, 805
Preferred share dividends ........ ... . . i (23,167) (36, 505)
Net incone applicable to common shares .............. ... ..., $ 209, 736 $ 259, 300
Net income per commpn share - basic ............... ... ... . . ... $ 1.98 $ 2.62
Net income per commopn share - diluted ............ ... ... ... ........ $ 1.91 $ 2.55
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CRYSTAL GATEWAY ONE

On July 1, 2002, the Conpany acquired a 360,000 square foot office buildin
froma limted partnership, which is approxinately 50% owned by M. Robert H
Smith and M. Robert P. Kogod and nmenmbers of the Smith and Kogod famlies
trustees of the Conpany, in exchange for approxi nately 325,700 newly issued
Vornado Operating Partnership units (valued at $13,679,000) and the assunption

9



of $58, 500, 000 of debt. The building is located in the Crystal City conplex in
Arlington, Virginia where the Conpany already owns 24 office buildings
containing over 6.9 million square feet, which it acquired on January 1, 2002,
in connection with the Conpany's acquisition of CESCR. The operations of Crystal
Gateway One are consolidated into the accounts of the Conpany fromthe date of
acqui sition.

BUI LDI NG MAI NTENANCE SERVI CE COVPANY

On January 1, 2003, the Conpany acquired the Buil ding Mintenance Service
Conpany for $13, 000,000 in cash, which provides cleaning and rel ated services
and security services to office properties, including the Conpany's Manhattan
office properties. This conpany was previously owned by the estate of Bernard
Mendi k and certain other individuals including M. G eenbaum one of the
Conpany' s executive officers. This acquisition was recorded as a business
conbi nati on under the purchase nethod of accounting.

RETAI L:
LAS CATALI NAS MALL

On Septenber 23, 2002, the Conpany increased its interest in the Las
Catalinas Mall located in Caguas, Puerto Rico (San Juan area) to 100% by
acquiring the 50% of the mall and 25% of the Knmart anchor store it did not
al ready own. The purchase price was $48, 000, 000, of which $16, 000, 000 was paid
in cash and $32, 000,000 was debt assuned. The Las Catalinas Mll, which opened
in 1997, contains 492,000 square feet, including a 123,000 square foot Kmart and
a 138,000 square foot Sears owned by the tenant. Prior to Septenber 23, 2002,
the Conpany accounted for its investment on the equity nethod. Subsequent to
this date the operations of Las Catalinas are consolidated into the accounts of
t he Conpany.

MONMOUTH MALL

On Cctober 10, 2002, a joint venture in which the Conpany has a 50%
interest, acquired the Monmouth Mall, an encl osed super regional shopping
center located in Eatontown, New Jersey containing approximately 1.5 million
square feet, including four department stores, three of which aggregating
731,000 square feet are owned by the tenants. The purchase price was
approxi mately $164, 700, 000, including transaction costs of $4,400,000. The
Conpany made a $7, 000, 000 cash investnment in the formof common equity to the
venture and provided it with cash of $23,500,000 representing preferred
equity yielding 14% The venture financed the purchase of the Mall with
$135, 000, 000 of floating rate debt at LIBOR plus 2.05% with a LIBOR floor of
2.50% on $35, 000,000, a three year termand two one-year extension options.
The Conpany accounts for its investment on the equity nethod.

OTHER:

CARTHAGE, M SSOURI AND KANSAS CI TY, KANSAS QUARRI ES

On Decenber 31, 2002, the Conpany and Crescent Real Estate Equities fornmed
a joint venture to acquire the Carthage, M ssouri and Kansas City, Kansas
quarries from Ameri Col d Logistics, the Conpany's tenant at the cold storage
war ehouses (Tenperature Controlled Logistics) facilities for $20,000,000 in cash
(apprai sed val ue). The Conpany contributed cash of $8,800,000 to the joint
venture representing its 44%interest. The Conpany accounts for its investnment
in the venture on the equity nethod.
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DI SPCSI TI ONS:
The following table sets forth the details of sales, dispositions,

write-of fs and other similar transactions for the years ended Decenber 31, 2002,
2001 and 2000:

($ in thousands) 2002 2001

VWHOLLY- OANED AND PARTI ALLY- OANED ASSETS OTHER THAN DEPRECI ABLE

REAL ESTATE:
WHOLLY- OWNED ASSETS:
Gain on transfer of mDrtgages .......... ... $ 2,096 $
Net gain on sale of air rights ....... ... . .. . . .. . . . . .. 1, 688
Gain on sale of Kinzie Park Condominiumunits ..................... 2,156
Net gain on sale of marketable securities ......................... 12, 346
Primestone foreclosure and inpairnent losses ...................... (35, 757)
Wite-off of investnents in technology conpanies .................. -- (16, 513)

PARTI ALLY- OANED ASSETS:



After-tax net gain on sale of Park Laurel condominiumunits ....... -- 15, 657
Wite-of f of net investment in the Russian Tea

ROOM (" RTR ) oottt et e e e e -- (7,374)

[ 0 1 -- 160

Net | oss on disposition of wholly-owned and partially-owned
assets other than real estate .............. . i, $ (17,471) $ (8,070) $

NET GAINS ON SALE OF REAL ESTATE

Condemati on Proceedi NS . . ..ottt e $ -- $ 3, 050 $
Sal e of 570 Lexi Ngton AVENUE . ... ...ttt e -- 12, 445
Sale of other real estate ............ .. . . . . . . i -- --

Net gain on sale of real estate .......... ... ... ... $ -- $ 15, 495 $

GAI N ON TRANSFER OF MORTGAGES

In the year ended Decenber 31, 2002, the Conpany recorded a net gain of
approximately $2.1 million resulting frompaynents to the Conpany by third
parties that assunmed certain of the Conpany's nortgages. Under these
transactions the Conpany paid to the third parties that assumed the Conpany's
obligations the outstanding anpbunts due under the nortgages and the third
parties paid the Conpany for the benefit of assum ng the nortgages. The Conpany
has been rel eased by the creditors underlying these |oans.

NET GAIN ON SALE OF AIR RIGHTS

The Conpany constructed a $16.3 mllion comunity facility and
| owi ncome residential housing devel opnent (the "30th Street Venture"), in
order to receive 163,728 square feet of transferable devel opnent rights,
generally referred to as "air rights". The Conpany donated the building to a
charitabl e organi zati on. The Conpany sold 106, 796 square feet of these air
rights to third parties at an average price of $120 per square foot. An
addi tional 28,821 square feet of air rights was sold to Al exander's at a
price of $120 per square foot for use at Al exander's 59th Street devel oprment
project (the "59th Street Project"). In each case, the Conpany received cash
in exchange for air rights. The Conpany identified third party buyers for the
remai ni ng 28,111 square feet of air rights of the 30th Street Venture. These
third party buyers wanted to use the air rights for the devel opment of two
projects located in the general area of 86th Street which was not within the
required geographical radius of the construction site nor in the sanme
Community Board as the | ow-inconme housing and community facility project. The
30th Street Venture asked Al exander's to sell 28,111 square feet of the air
rights it already owned to the third party buyers (who could use them and
the 30th Street Venture would replace themw th 28,111 square feet of air
rights. In October 2002, the Conpany sold 28,111 square feet of air rights to
Al exander's for an aggregate sales price of $3,059,000 (an average of $109
per square foot). Alexander's then sold an equal ampunt of air rights to the
third party buyers for an aggregate sales price of $3,339,000 (an average of
$119 per square foot).
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GAIN ON SALE OF KI NZI E PARK CONDOM NI UM UNI TS

The Conpany recognized a gain of $2,156,000 during 2002, fromthe sale of
residential condom niuns in Chicago, Illinois.

PRI MESTONE FORECLOSURE AND | MPAI RVENT LOSSES

On Septenber 28, 2000, the Conpany made a $62, 000, 000 | oan to Prinmestone
Investment Partners, L.P. ("Primestone"). The Conpany received a 1% up-front fee
and was entitled to receive certain other fees aggregating approxi mtely 3% upon
repaynent of the loan. The |oan bore interest at 16% per annum Prinmestone
defaulted on the repaynment of this |oan on COctober 25, 2001. The |oan was
subordinate to $37,957, 000 of other debt of the borrower that |iened the
Conpany's col lateral. On COctober 31, 2001, the Conpany purchased the other debt
for its face anpunt. The |oans were secured by 7,944,893 partnership units in
Prime Group Realty, L.P., the operating partnership of Prinme Goup Realty Trust
(NYSE: PGE) and the partnership units are exchangeable for the sane nunber of
common shares of PGE. The |oans are al so guaranteed by affiliates of Prinestone.

On Novenber 19, 2001, the Conpany sold, pursuant to a participation
agreement with a subsidiary of Cadiminc., a Canadian pension fund, a 50%
participation in both |oans at par for approxi mately $50, 000, 000 reducing the
Conpany's net investment in the |oans at Decenber 31, 2001 to $56, 768, 000
including unpaid interest and fees of $6,790,000. The participation did not neet
the criteria for "sale accounting" under SFAS 140 because Cadi mwas not free to
pl edge or exchange the assets. Accordingly, the Conpany was required to account



for this transaction as a borrow ng secured by the loan, rather than as a sale
of the loan by classifying the participation as an "Qther Liability" and
continuing to report the outstanding |oan bal ance at 100% in "Notes and Mrtgage
Loans Receivable" on the bal ance sheet. Under the terns of the participation
agreenent, cash payments received shall be applied (i) first, to the

rei mbursenment of reinbursabl e out-of-pocket costs and expenses incurred in
connection with the servicing, administration or enforcement of the |oans after
Novenber 19, 2001, and then to interest and fees owed to the Conpany through
Novenber 19, 2001, (ii) second, to the Conpany and Cadim pro rata in proportion
to the anpunt of interest and fees owed follow ng Novenber 19, 2001 and (iii)
third, 50%to the Conpany and 50% to Cadi mas recovery of principal

On April 30, 2002, the Conpany and Cadi m acquired the 7,944,893 partnership
units at a foreclosure auction. The price paid for the units by application of a
portion of Prinmestone's indebtedness to the Conpany and Cadi m was $8.35 per
unit, the April 30, 2002 closing price of shares of PGE on the New York Stock
Exchange. On June 28, 2002, pursuant to the terms of the participation
agreenment, the Conpany transferred 3,972,447 of the partnership units to Cadim

In the second quarter, in accordance with forecl osure accounting, the
Conpany recorded a |l oss on the Prinmestone foreclosure of $17,671, 000 cal cul ated
based on (i) the acquisition price of the units and (ii) its valuation of the
anount s realizabl e under the guarantees by affiliates of Prinmestone, as conpared
with the net carrying amount of the investnent at April 30, 2002. In the third
quarter of 2002, the Conpany recorded a $2,229,000 wite-down on its investnent
based on costs expended to realize the value of the guarantees. Further, in the
fourth quarter of 2002, the Conpany recorded a $15,857,000 wite-down of its
investment in Prime Group consisting of (i) $14,857,000 to adjust the carrying
anmount of the Prine Group units to $4.61 per unit, the closing price of PGE
shares on Decenber 31, 2002 on the New York Stock Exchange and (ii)
$1, 000, 000 for estimated costs to realize the value of the guarantees. The
Conpany considered the decline in the value of the units which are
convertible into stock to be other than tenporary as of Decenber 31, 2002
based on the fact that the market value of the units which are convertible
into stock has been less than its cost for nore than six nonths, the severity
of the decline, market trends, the financial condition and near-term
prospects of Prime Group and other relevant factors

At Decenber 31, 2002, the Conpany's carrying ampunt of the investnment was
$23, 408, 000, of which $18, 313,000 represents the carrying anmount of the
3,972,447 partnership units owned by the Conpany ($4.61 per unit), $6,100, 000
represents the anmpbunt expected to be realized under the guarantees, offset by
$1, 005, 000 representing the Conpany's share of Prine Group Realty's net |oss
t hrough Septenber 30, 2002 (see Note 4. Investnents in and Advances to
Partially-Omed Entities). Prior to April 30, 2002, this investment was in the
formof a loan and was included in Notes and Mortgage Loans Receivable on the
bal ance sheet
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At February 3, 2003, the closing price of PGE shares on the New York Stock
Exchange was $5.30 per share. The ultimate realization of the Conpany's
investment will depend upon the future performance of the Chicago real estate
mar ket and the performance of PGE, as well as the ultimte realizable val ue of
the net assets supporting the guarantees and the Conpany's ability to collect
under the guarantees. In addition, the Conpany will continue to nonitor this
investnment to determ ne whether additional wite-downs are required based on (i)
declines in value of the shares of PGE (for which the partnership units are
exchangeabl e) which are "other than tenporary" as used in accounting literature
and (ii) the ampunt expected to be realized under the guarantees

WRI TE- OFF | NVESTMENTS | N TECHNOLOGY COMPANI ES

In the first quarter of 2001, the Conpany recorded a charge of $4,723, 000
resulting fromthe wite-off of an equity investnent in a technol ogy conpany
In the second quarter of 2001, the Conpany recorded an additional charge of
$13,561,000 resulting fromthe wite-off of all of its remaining equity
investnents in technol ogy conpanies due to both the deterioration of the
financial condition of these conpanies and the |ack of acceptance by the
mar ket of certain of their products and services. In the fourth quarter of
2001, the Conpany recorded $1,481,000 of income resulting fromthe reversa
of a deferred liability relating to the term nation of an agreenent
permtting one of the technol ogy conpanies access to its properties

PARK LAUREL CONDOM NI UM PRQJECT

In the third quarter of 2001, the Park Laurel joint venture (69% i nterest
owned by the Conpany) conpleted the sale of 52 condomi niumunits of the total 53
units and received proceeds of $139,548,000. The Conpany's share of the after
tax net gain was $15,657,000. The Conpany's share of the after-tax net gain
reflects $3,953,000 (net of tax benefit of $1,826,000) awards accrued under the
venture's incentive conpensation plan



WRI TE- OFF OF NET | NVESTMENT I N RTR

In the third quarter of 2001, the Conmpany wrote-off its entire net
investnment of $7,374,000 in RTR based on the operating | osses and an assessnent
of the value of the real estate.

NET GAINS ON SALE OF REAL ESTATE:

On August 6, 2001, the Conpany sold its |easehold interest in 550/600
Mamar oneck Avenue for $22,500, 000, which approximated book val ue.

In Septenber 1998, Atlantic City condemmed the Conpany's property. In the
third quarter of 1998, the Conpany recorded a gain of $1,694, 000, which
reflected the condemation award of $3, 100,000, net of the carrying value of the
property of $1,406,000. The Conpany appeal ed the ampunt and on June 27, 2001,
was awarded an additional $3, 050,000, which has been recorded as a gain in the
quarter ended June 30, 2001.

On May 17, 2001, the Conpany sold its 50%interest in 570 Lexington Avenue
for $60, 000,000, resulting in a gain of $12,445, 000.

During 2000, the Conpany sold (i) its three shopping centers located in
Texas for $25, 750,000, resulting in a gain of $2,560,000 and (ii) its Westport,
Connecticut office property for $24,000,000, resulting in a gain of $8, 405, 000.
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4. I NVESTMENTS | N PARTI ALLY- OANED ENTI TI ES
The Conpany's investnents in partially-owned entities and incone recogni zed
fromsuch investnments is disclosed bel ow Sunmarized financial data is provided
for (i) investments in entities which exceed 10% of the Conpany's total assets
and (ii) investnments in which the Conpany's share of partially-owned entities

pre-tax income exceeds 10% of the Conpany's net incone.

BALANCE SHEET DATA:

($ in thousands)

COVPANY' S
I NVESTMENT
PERCENTAGE -------------------------
OWNERSHI P 2002 2001

| NVESTMENTS:
Tenperature Controlled

Logistics ................. 60% $ 448, 295 474,862
Charles E. Smith

Commercial Realty L.P.(1) . 34% --(1) 347, 263
Alexander's ................ 33.1% 193, 879 188, 522
Newki rk Joi nt

Ventures (2) .............. 21. 7% 182, 465 191, 534
Partially - Owned

O fice Buildings (4) ...... 34% 29,421 23, 346
St arwood Ceruzzi

Joint Venture ............. 80% 24,959 25,791
Monmouth Mall(3) ........... 50% 31, 416 --
Park Laurel ................ 80% 3, 481 (4, 745) (5)
Prime Group Realty, L.P. and

ot her guarantees .......... 14. 9% 23, 408 --
Oher ... 60, 387 23,622

$ 997,711 1,270,195
($ in thousands) 100% OF THESE ENTI Tl ES
TOTAL ASSETS TOTAL LI ABILITIES TOTAL EQUI TY
2002 2001 2002 2001 2002 2001

| NVESTMENTS:
Tenperature Controll ed

Logistics ................. $ 1, 347, 382 1, 379, 212 $ 584, 510 610, 727 $ 731, 240 $ 768, 485

Charles E. Smith



Commercial Realty L.P.(1) (1) 1, 308, 297 (1) 1,503, 057 (1) $ (307,584)
Alexander's ................ $ 664,770 583,339 $ 596,247 538,258 % 68, 665 $ 45, 081
Newki rk Joi nt

Ventures (2) .............. $ 1,472,349 722,293 $ 1,322,719 879,840 $ 20, 385 $ (157,547)
Partially - Omned

O fice Buildings (4) ......

St arwood Ceruzzi
Joint Venture .............
Monmouth Mall (3) ...........
Park Laurel ................
Prime Group Realty, L.P. and
ot her guarantees ..........
Qher .............. ... ...
(1) Vornado owned a 34% interest in CESCR in 2001. On January 1,
2002, the Conpany acquired the remaining 66% of CESCR See Note
3 - "Acquisitions and Dispositions" for details of the
acqui sition.
(2) The Conpany's investnent in and advances to Newkirk Joint
Ventures is conprised of
Decenber 31, 2002 Decenber 31, 2001
Investnents in linmted partnerships.. $ 134, 200 $ 143, 269
Mort gages and | oans receivable....... 39,511 39,511
Oher.. ... 8,754 8,754
Total ..o
On January 2, 2002, the Newkirk Joint Ventures' partnership
interests were nerged into a master limted partnership (the
"M.P") in which the Conpany has a 21.7% interest. In
conjunction with the nmerger, the MLP conpleted a $225, 000
nortgage financing collateralized by its properties, subject to
the existing first and certain second nortgages on those
properties. The |oan bears interest at LIBOR plus 5.5% wth a
LI BOR fl oor of 3% (8.5% at February 3, 2003) and natures on
January 31, 2005, with two one-year extension options. As a
result of the financing on February 6, 2002, the MP repaid
approxi mately $28,200 of existing debt and distributed
approxi mately $37,000 to the Conmpany. In 2003, the Conpany
expects to receive distributions of approximately $9,000 from
the Newkirk MP.
(3) On Cctober 10, 2002, a joint venture in which the Conpany owns
a 50% interest acquired the Monnouth Mall. See Note 3 -
"Acqui sitions and Dispositions"” for further details.
(4) As at Decenber 31, 2002, includes a 20% interest in a property
whi ch was part of the CESCR acquisition in January 2002.
(5) The credit bal ance at Decenber 31, 2001, is a result of the
accrual of awards under the ventures incentive conpensation

pl an.
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Below is a summary of the debt of partially owned entities as of Decenber
31, 2002 and 2001, none of which is guaranteed by the Conpany. (Anmounts in
t housands)

Al exander's (33.1% interest) (see "Al exander's"
details): Term | oan:
Portion financed by the Conpany due on January 3, 2006 with interest

on page 123 for further

100% OF
PARTI ALLY- O\NED ENTI Tl ES DEBT

DECEMBER 31,
2002

DECEMBER 31,
2001



At 12,4800 . . .o $ 95,

Portion financed by a bank, due March 15, 2003, with interest at LIBOR +
1.85% (repaid on July 3, 2002). ... ...t
Line of Credit financed by the Conpany, due on January 3, 2006 with interest at

12.48% (prepayabl e without penalty). ... ... ... 24,

Lexi ngton Avenue construction | oan payable, due on January 3, 2006, plus two
one-year extensions, with interest at LIBOR plus 2.50% (3.88% at Decenber 31,

2002 . 55,
Rego Park nortgage payable, due in June 2009, with interest at 7.25%........... 82,

Ki ngs Pl aza Regi onal Shopping Center nortgage payable, due in June 2011,

with interest at 7.46% (prepayable with yield maintenance)................... 219,

Par anmus nortgage payable, due in COctober 2011, with interest at 5.92%

(prepayabl e without penalty). ........ e 68,

O her notes and nortgages payable (repaid on July 3, 2002)......................

Tenperature Controlled Logistics (60%interest):
Mort gage notes payable collateralized by 58 tenperature controlled
war ehouses, due in May 2008, requires anortizati on based on a 25 year
termwith interest at 6.94%

(prepayable with yield maintenance)........... ... 537,
O her notes and nortgages payabl e. .. ... ... .. 37,

Newki rk Joint Ventures (21.7%interest):
Portion of first nortgages and contract rights, collateralized by the
partnerships' real estate, due from 2002 to 2024, with a wei ghted average

interest rate of 10.62% at Decenber 31, 2002 (various prepaynent rights)..... 1,432,

Charles E. Smith Commercial Realty L.P. (34% interest in 2001):
29 nortgages payabl e. . ...
Prime Group Realty L.P. (14.9% interest) (1):

24 nortgages payabl e. .. ... 868,

Partially Owmed O fice Buildings:
330 Madi son Avenue (25% interest) nortgage note payable, due in April 2008,

with interest at 6.52% (prepayable with yield maintenance)................... 60,

Fairfax Square (20% interest) nortgage note payable due in August 2009, with

interest at 7.50%0 . .. ... 68,

825 Seventh Avenue (50% interest) nortgage payable, due in October 2014, with

interest at 8.07% (prepayable with yield maintenance)........................ 23,

Ol eans Hubbard (50% i nterest) nortgage note payable, due in March 2009, with

interest at 7. 0800 . .. ..ot 9,

Wel I s/ Kinzie Garage (50% interest) nortgage note payable, due in May 2009, with

interest at 7.0800 . ... ... . 15,

Monmout h Mal | (50% i nterest):
Mort gage note payable, due in Novenber 2005, with interest at LIBOR + 2.05%

(3.49% at December 31, 2002) ... ... ... 135,

Las Catalinas Mall (50%interest):
Mortgage notes payable (2).. ... ..
Russi an Tea Room (50% i nterest) nortgages payable (3)........ ... ... ..

Based on the Conpany's ownership interest in the partially-owned entities
above, the Conpany's share of the debt of these partially-owned entities was
$1, 048, 108, 000 and $1, 319, 535, 000 as of Decenber 31, 2002 and 2001.

(1) Balance as of Septenber 30, 2002, as Prine Group's annual report on Form
10-K for the year ended Decenber 31, 2002, has not been filed prior to the
filing of this annual report on Form 10-K.

(2) The Conpany increased its interest in Las Catalinas to 100% on Septenber
23, 2002. Accordingly, Las Catalinas is consolidated as of Septenber 30,
2002.

(3) On Novenber 18, 2002 the Russian Tea Room nortgage |oans were repaid with
proceeds fromthe sale of the property.
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I NCOVE STATEMENT DATA:

COVPANY' S | NCOVE
FROM PARTI ALLY OWNED

ENTI TI ES
2002 2000 2000
(8 in thousands)
Al exander's:
Equity in income (1) ............. $ 7,556 $ 8,465 $ 1, 105
Interest income (2) .............. 10, 401 11, 899 11, 948

Devel opment and guarantee fees (2) 6,915 -- --
Managenent and | easing fee incone

000

000

500

000

308

000

716
789

438

374

000

900

295

961

860

000

$

95, 000
10, 000
24,000
82, 000
221,831

68, 000
15, 000

563, 782
38,748

1, 336, 989

1, 470, 057

68, 591
13, 000



Tenperature Controlled Logistics:

Equity in net incone (loss) ...... $ 4,144 $ 12,093 $ 23,244
Managenent fees .................. 5,563 5,354 5,534
9, 707 17, 447 28,778
CESCR (3) '« viee e -- 28, 653 25,724
Newki rk M.P:
Equity inincome ............... 26, 499 25,470 18, 632
Interest and other income ...... 8,001 5,474 5, 894
Partially-Omed Office
Buildings (4) .................... 1,966 4,093 2,832
Monnmouth Mall ... ... ... ... ......... 1,022 - - - -
Prime Group Realty LP (5) ............ (1, 005) -- --
Other ... . (1,732) (525) 4,794

TOTAL REVENUES NET | NCOMVE( LGSS)
2002 2001 2000 2002 2001 2000
($ in thousands)
Al exander's:
Equity in income (1) ............. $ 76,193 $ 69,343 $ 63,965 $ 23,584 $ 27,386 5,197
Interest income (2) ..............
Devel opnent and guarantee fees (2)
Managenent and | easing fee incone
(1)
Tenperature Control |l ed Logistics:
Equity in net inconme (loss) ...... $ 117, 663 $ 126, 957 $ 154,341 $ (20, 231) $ 16, 647 37,284
Managenent fees ..................
CESCR (3) « vttt (3) $ 382,502 $ 344,084 (3) $ 82,713 76, 707
Newki rk M.P:
Equity inincome ............... $ 295, 369 $ 179,551 $ 121, 860 $ 84,900

Interest and other income ......
Partially-Owmed O fice

Buildings (4) ........ .. ..........
Monmouth Mall ... ... .. .. ..
Prime Group Realty LP (5) ............
Oher ... ... . . .

(1) Equity in income in 2002 includes the Conpany's $3,524 share of Al exander's
gain on sale of its Third Avenue property. Equity in incone in 2001
includes (i) the Conpany's $6,298 share of Al exander's gain on sale of its
For dham Road property, (ii) a charge of $1,684 representing the Conpany's
share of abandoned devel opnent costs and (iii) $1,170 representing the
Conpany' s share of Al exander's gain on the early extingui shment of debt on
its Fordham Road property. Managenent and |easing fee income include fees
of $350 and $520 paid to the Conpany in 2002 and 2001 in connection with
sal es of real estate.

(2) Alexander's capitalizes the fees and interest charged by the Conpany.
Because the Conpany owns 33.1% of Al exander's, the Conpany recogni zes 66. 9%
of such anpunts as incone and the remainder is reflected as a reduction of
the Conpany's carrying amount of the investnment in Al exander's.

(3) The Conmpany owned a 34%interest in CESCR. On January 1, 2002, the Conpany
acquired the remaining 66% of CESCR it did not previously own. Accordingly,
CESCR i s consolidated as of January 1, 2002.

(4) Represents the Conpany's interests in 330 Madi son Avenue (24.8%, 825
Seventh Avenue (50% and 570 Lexi ngton Avenue (50%. On May 17, 2001, the
Conpany sold its 50%interest in 570 Lexington Avenue for $60, 000,
resulting in a gain of $12,445 which is not included in income in the table
above.

(5) Represents the Conpany's share of net |loss for the period fromApril 30,
2002 (date of acquisition) to Septenmber 30, 2002, which includes (i) a |oss
of $357 from di scontinued operations and (ii) a loss of $147 fromthe sale



of real estate. The Conpany's share of equity in income or loss for the
period from Cctober 1, 2002 to Decenber 31, 2002 will be recognized in
earnings in the quarter ended March 31, 2003, as the investee has not
rel eased its earnings for the year ended Decenber 31, 2002 prior to the
filing of the Conpany's annual report on Form 10-K.
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ALEXANDER' S
OWNERSHI P

The Conpany owns 1, 655,000 common shares or 33.1% of the outstanding conmon
stock of Al exander's at Decenber 31, 2002. Alexander's is managed by and its
properties are | eased and devel oped by the Conpany pursuant to managenent,
| easi ng and devel opment agreenents with one-year ternms expiring in March of each
year, which are automatically renewable. In conjunction with the closing of the
Al exander's Lexi ngton Avenue construction |oan on July 3, 2002, these agreenents
were revised to cover the Al exander's Lexington Avenue property separately.
Further, the Lexington Avenue managenent and devel opment agreenents were anended
to provide for a termlasting until substantial conpletion of the devel opnment of
the property, with automatic renewals, and for the paynent of the devel opnent
fee upon the earlier of January 3, 2006, or the paynent in full of the
construction | oan encunbering the property. The Conpany is entitled to a
devel opnment fee estimated to be approxi mtely $26, 300, 000, based on 6% of
construction costs, as defined, of which $7,667,000 has been recogni zed as
incone during the year ended Decenmber 31, 2002.

DEBT

At Decenber 31, 2002, the Conpany had | oans receivable from Al exander's of
$119, 000, 000, i ncluding $24, 000,000 drawn under the $50, 000,000 line of credit
the Conmpany granted to Al exander's on August 1, 2000. The maturity date of the
loan and the line of credit is the earlier of January 3, 2006 or the date the
Al exander's Lexi ngton Avenue construction loan is repaid. The interest rate on
the loan and line of credit, which resets quarterly using the same spread to
treasuries as presently exists with a 3% floor for treasuries, is 12.48% at
Decermber 31, 2002. The Conpany believes that although Al exander's has disclosed
that it does not have positive cash flow sufficient to repay this loan to the
Conpany currently, Alexander's will be able to repay the |oan upon the
successful devel opment and pernmanent financing of its Lexington Avenue
devel opment project or through asset sales.

On July 3, 2002, Alexander's finalized a $490, 000, 000 | oan wi th HVB Real
Estate Capital (HYPO Vereinsbank) to finance the construction of its
approximately 1.3 million square foot nulti-use building at its 59th Street and
Lexi ngt on Avenue |ocation. The estinated construction costs in excess of the
construction | oan of approxi mately $140, 000,000 will be provided by Al exander's.
The 1 oan has an interest rate of LIBOR plus 2.5% and a termof forty-two nonths
plus two one-year extensions. Al exander's has received an initial funding of
$55, 500, 000 under the | oan of which $25, 000,000 was used to repay existing |oans
and notes payable. Pursuant to this |oan, Vornado has agreed to guarantee, anong
other things, the lien free, tinely conpletion of the construction of the
project and funding of project costs in excess of a stated budget, as defined in
the 1 oan agreenment, if not funded by Al exander's (the "Conpletion Guarantee").
The $6, 300, 000 estimated fee payable by Al exander's to the Conpany for the
Conpl eti on Guarantee is 1% of construction costs (as defined) and is payable at
the same tine that the devel opment fee is payable. In addition, if the Conpany
shoul d advance any funds under the Conpletion Guarantee in excess of the
$26, 000, 000 currently avail abl e under the secured line of credit, interest on
those advances is at 15% per annum

AGREEMENTS W TH ALEXANDER' S

Al exander's is managed by and its properties are | eased by the Conpany,
pursuant to agreements with a one-year termexpiring in March of each year which
are automatically renewabl e. The annual managenent fee payable to the Conpany by
Al exander's is equal to the sumof (i) $3,000,000, (ii) 3%of the gross income
fromthe Kings Plaza Mall, and (iii) 6% of devel opment costs w th m ni num
guar anteed fees of $750,000 per annum

The | easing agreenment provides for the Conpany to generally receive a fee
of (i) 3% of sales proceeds and (ii) 3% of lease rent for the first ten years of
a lease term 2%of |lease rent for the eleventh through the twentieth years of a
|l ease termand 1% of |ease rent for the twenty-first through thirtieth year of a
|l ease term subject to the paynent of rents by Al exander's tenants. Such anpunt
is receivable annually in an amount not to exceed $2,500,000 until the present
val ue of such installments (calculated at a discount rate of 9% per annum
equal s the ampunt that would have been paid at the tine the transactions which
gave rise to the conm ssions occurred. At Decenber 31, 2002, $410,000 is due to
the Conpany under this agreenent.

-123-



VORNADO REALTY TRUST
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS - ( CONTI NUED)
ALEXANDER' S
OTHER

The Conpany constructed a $16.3 million community facility and
| ow-i ncome residential housing devel opnent (the "30th Street Venture"), in
order to receive 163,728 square feet of transferable devel opnent rights,
generally referred to as "air rights". The Conpany donated the building to a
charitabl e organi zation. The Conpany sold 106, 796 square feet of these air
rights to third parties at an average price of $120 per square foot. An
addi tional 28,821 square feet of air rights was sold to Al exander's at a
price of $120 per square foot for use at Al exander's 59th Street devel opment
project (the "59th Street Project"). In each case, the Conpany received cash
in exchange for air rights. The Conpany identified third party buyers for the
remai ni ng 28,111 square feet of air rights related to the 30th Street
Venture. These third party buyers wanted to use the air rights for the
devel opnent of two projects located in the general area of 86th Street which
was not within the required geographical radius of the construction site nor
in the same Community Board as the | owinconme housing and community facility
project. The 30th Street Venture asked Al exander's to sell 28,111 square feet
of the air rights it already owned to the third party buyers (who could use
them) and the 30th Street Venture would replace themw th 28,111 square feet
of air rights. In Cctober 2002, the Conpany sold 28,111 square feet of air
rights to Al exander's for an aggregate sales price of $3,059,000 (an average
of $109 per square foot). Alexander's then sold an equal anount of air rights
to the third party buyers for an aggregate sales price of $3,339,000 (an
average of $119 per square foot).

On Cctober 5, 2001, Alexander's entered into a ground |ease for its
Paramus, N.J. property with | KEA Property, Inc. The |ease has a 40-year term
with an option to purchase at the end of the 20th year for $75, 000, 000. Further,
Al exander's has obtained a $68, 000,000 interest only, non-recourse nortgage |oan
on the property froma third party lender. The interest rate on the debt is
5.92% with interest payable nonthly until nmaturity in October 2011. The triple
net rent each year is the sumof $700,000 plus the anpunt of debt service on the
nortgage |oan. If the purchase option is not exercised at the end of the 20th
year, the triple net rent for the last 20 years nust include debt service
sufficient to fully anortize the $68,000,000 over the remaining 20 year |ease
peri od.

On May 1, 2001 Al exander's entered into a | ease agreenent with Bl oonberg
L.P., for approximtely 695,000 square feet of office space. The initial term of
the lease is for 25 years, with one ten-year renewal option. Base annual net
rent is $34,529,000 in each of the first four years and $38,533,000 in the fifth
year with simlar percentage increases each four years. There can be no
assurance that this project ultimately will be conpleted, conpleted on tinme or
conpl eted for the budgeted anpbunt. If the project is not conpleted on a tinely
basis, the | ease may be cancelled and significant penalties may apply.

On August 30, 2002, Alexander's sold its Third Avenue property, located in
the Bronx, New York, which resulted in a gain of $10,366,000. On January 12,
2001, Al exander's sold its Fordham Road property |ocated in the Bronx, New York,
for $25,500,000, which resulted in a gain of $19,026,000. In addition,
Al exander's paid off the nortgage on its Fordham Road property at a discount,
which resulted in a gain fromearly extingui shnent of debt of $3,534,000 in the
first quarter of 2001.
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5. NOTES AND MORTGAGE LOANS RECEI VABLE
LOAN TO COMVONVEALTH ATLANTI C PROPERTI ES (" CAPI ")

On March 4, 1999 the Conpany nade an additional $242, 000,000 investnment in
Charles E. Smith Commercial Realty L.P. ("CESCR') by contributing to CESCR the
I and under certain CESCR office properties in Crystal City, Arlington, Virginia
and partnership interests in certain CESCR subsidiaries. The Conpany acquired
these assets from Commonweal th Atlantic Properties, Inc. ("CAPI"), an affiliate
of Lazard Freres Real Estate Investors L.L.C., for $242,000,000, i mediately
prior to the contribution to CESCR In addition, the Conpany acquired from CAPI
for $8 million the land under a Marriott Hotel located in Crystal City. The
Conpany pai d the $250, 000, 000 purchase price to CAPl by issuing 4,998,000 of the
Conpany's Series E-1 convertible preferred units. In connection with these
transactions, the Conpany agreed to nake a five-year $41, 200,000 |oan to CAPI
with interest at 8% increasing to 9% ratably over the term The loan is secured
by approximately 1.1 million of the Conpany's Series E-1 convertible preferred
units issued to CAPI. Each Series E-1 convertible preferred unit is convertible



into 1.1364 of the Conpany's conmon shares.
LOAN TO VORNADO OPERATI NG COVPANY (" VORNADO OPERATI NG')

At Decenber 31, 2002, the anpunt outstanding under the revolving credit
agreement with Vornado Operating was $21, 989, 000. Vornado Operating has
di sclosed that in the aggregate its investments do not, and for the
foreseeable future are not expected to, generate sufficient cash flow to pay
all of its debts and expenses. Further, Vornado Operating states that its
only investee, AmeriCold Logistics ("Tenant"), anticipates that its Landlord,
a partnership 60% owned by the Conpany and 40% owned by Crescent Real Estate
Equities, will need to restructure the | eases between the Landl ord and the
Tenant to provide additional cash flow to the Tenant (the Landl ord has
previously restructured the | eases to provide additional cash flowto the
Tenant). Managenent anticipates a further |ease restructuring and the sale
and/ or financing of assets by Ameri Cold Logistics, and accordingly, Vornado
Operating is expected to have a source to repay the debt under this facility,
whi ch may be extended. Since January 1, 2002, the Conpany has not recogni zed
interest incone on the debt under this facility. The Conpany has assessed the
collectibility of this loan as of Decermber 31, 2002 and determined that it is
not i npaired.

DEARBORN CENTER MEZZANI NE CONSTRUCTI ON LOAN

As of Decenber 31, 2002, $60, 758,000 is outstandi ng under the Dearborn
Center Mezzani ne Construction Loan to a special purpose entity, of which
$23, 392, 000 has been funded by the Conpany, representing a 38.5%interest. The
speci al purpose entity's sole asset is Dearborn Center, a 1.5 nmillion square
foot high-rise office tower under construction in Chicago. The entity is owned
by Prinme Group Realty L.P. and another investor. The Conpany is a nenber of a
|l oan syndicate |l ed by a noney center bank. The proceeds of the |oan are being
used to finance the construction, and are subordinate to a $225, 000,000 first
nortgage. The |loan is due January 21, 2004, three years fromthe date of the
initial draw, and provides for a 1-year extension at the borrower's option
(assum ng net operating income at a specified |evel and a cash reserve
sufficient to fund interest for the extension period). The |oan bears interest
at 12% per annum plus additional interest upon repaynment ranging froma m ni nrum
of 9.5%to 11.5%
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6. DEBT
Following is a sunmary of the Conpany's debt:

(Amount s in thousands)

I NTEREST RATE

AS AT
MATURI TY DECEMBER 31,
2002
Not es and Mortgages Payabl e:
Fi xed Interest:
O fice:
NYC Offi ce:
Two Penn Plaza...............cii.. 03/ 04 7.08%
888 Seventh Avenue (1).................. 02/ 06 6. 63%
El even Penn Plaza....................... 05/ 07 8.39%
866 UN Plaza.............coiiunninnnn. 04/ 04 7.79%

CESCR Ofice (2):
Crystal Park 1-5.......... .. ... .. ......
Crystal Gateway 1-4 Crystal Square 5....
Crystal Square 2, 3 and 4...............
Skyline Place........... .. ...
1101 17th , 1140 Connecticut, 1730 M &

07/06-08/ 13
07/12-01/ 25
10/10-11/ 14

1150 17th. ..o 08/ 10 6.74%
Courthouse Plaza 1 and 2................ 01/ 08 7.05%
Crystal Gateway N., Arlington Plaza and

1919 S, Eads. . ... 11/ 07 6
Reston Executive |, Il & II1l............ 01/ 06 6
Crystal Plaza 1-6....................... 10/ 04 6.

One Skyline Tower....................... 06/ 08 7.
Crystal Malls 1-4..... ... .. ............. 12/ 11 6.
1750 Pennsylvania Avenue................ 06/ 12 7
One Denpbcracy Plaza..................... 02/ 05 6
Retail :
Cross collateralized nortgages payable on
42 shopping centers................... 03/ 10 7.93%

Green Acres Mall......... .. ... ... ..... 02/ 08 6. 75%

6.66% 8. 39%
6. 75% 7. 09%
7.08% 7. 14%
08/ 06- 12/ 09 6.6% 6. 93

LT7T%
. 75%
65%
12%
91%
. 26%
. 75%

BALANCE AS OF

DECEMBER 31, DECEMBER 31
2002 2001

$ 154, 669 $ 157, 697
105, 000 105, 000
50, 383 51, 376
33, 000 33, 000
264, 441 (2)
215,978 (2)
146, 081 (2)
139, 212 (2)
97, 318 (2)
80, 062 (2)
72,721 (2)
73, 844 (2)
70, 356 (2)
65, 764 (2)
65, 877 (2)
49,794 (2)
27, 640 (2)
487, 246 492, 156
150, 717 152, 894



Mont ehi edra Town Center................. 05/ 07 8.23% 59, 638 60, 359
Las Catalinas Mall (3).................. 11/ 13 6.97% 67,692 --
Mer chandi se Mart:
Mar ket Square Conplex (4)............... 07/ 11 7.95% 48, 213 49, 702
Washi ngton Design Center (5)............ 10/ 11 6. 95% 48, 542 48, 959
Washington Office Center................ 02/ 04 6. 80% 44,924 46,572
Ot her. .. 10/ 10-06/ 13 7.52%7.71% 18, 703 18, 951
O her:
I ndustrial Warehouses (6)............... 10/ 11 6. 95% 49, 423 50, 000
St udent Housing Complex................. 11/ 07 7.45% 19, 019 19, 243
O her. ... 08/ 21 9.90% 6, 937 8, 659
Total Fixed Interest Notes and Mortgages
Payable........... .. ... .. ... .... 7.17% 2,713,194 1, 294, 568
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| NTEREST RATE BALANCE AS OF
AS AT = mmmme e
SPREAD OVER DECEMBER 31, DECEMBER 31, DECEMBER 31,
(Anpunts in thousands) MATURI TY LI BOR 2002 2002 2001
Not es and Mortgages Payabl e:
Variable Interest:
O fice:
NYC O fice:
One Penn Plaza (7)...... ... 06/ 05 L+125 2.67% $ 275, 000 $ 275, 000
770 Broadway/ 595 Madi son Avenue
cross-collateralized nortgage (8)..... 04/ 03 L+40 1.78% 153, 659 123, 500
909 Third Avenue..............ovvuiunn.. 08/ 03 L+165 3.09% 105, 837 105, 253
Two Park Avenue (9)..................... 03/ 03 L+145 -- -- 90, 000
CESCR Office:
Tyson Dulles Plaza...................... 06/ 03 L+130 2.72% 69, 507 (2)
Commerce Executive I, IV &V.......... 07/ 03 L+150 2.92% 53, 307 (2)
Mer chandi se Mart:
Merchandise Mart (9).................... 10/ 02 L+150 -- -- 250, 000
Furniture Plaza......................... 02/ 03 L+200 3.44% 48, 290 43,524
33 North Dearborn Street................ 09/ 03 L+175 3.13% 18, 926 19, 000
350 North Orleans (9).........covvvunn... 06/ 02 L+165 -- -- 70, 000
O her. ... 01/ 03 Pri me-50 3.75% -- 294
O her:
Pal i sades construction loan............. 02/ 04 L+185 3.17% 100, 000 90, 526
Hotel Pennsylvania...................... 10/ 02 L+160 - - -- 115, 508
Total Variable Interest Notes and
Mort gages Payable................ 3.07% 824, 526 1, 182, 605
Total Notes and Mortgages Payable........... $ 3,537,720 $ 2,477,173
Seni or unsecured debt due 2007 at fair val ue
($34,245 in excess of accreted note
balance) (9).......ovuiiiii.. 06/ 07 L+77 2.15% $ 533, 600 $ --
Unsecured revolving credit facility......... 07/ 03 L+90 -- $ -- $ --

(1) On January 11, 2001, the Conpany conpleted a $105, 000 refinancing of its
888 Seventh Avenue office building. The |oan bears interest at a fixed rate
of 6.63% and matures on February 1, 2006. A portion of the proceeds
recei ved was used to repay the then existing nortgage of $55, 000.

(2) On January 1, 2002, the Conpany acquired the remaining 66%of CESCR it did
not previously own. Prior to January 1, 2002, the Conpany's share of
CESCR s debt was included in Investments in and Advances to Partially-Oaned
Entities. In connection with the acquisition, CESCR s fixed rate debt of
$1,282,780 was fair valued at $1, 317,428 under purchase accounting.

(3) On Septenber 23, 2002, the Conpany acquired the 50% of the Mall and the 25%
of Kmart's anchor store it did not already own. Prior to this date, the
Conpany accounted for its investnent on the equity nethod and the Conpany's
share of the debt was included in Investments in and Advances to
Partiall y-Omed Entities.

(4) On July 11, 2001, the Conpany conpleted a $50, 000 refinancing of its Market

Square Conplex. The loan bears interest at a fixed rate of 7.95% per annum
and matures in July 2011. The proceeds received were used to repay the then
exi sting nortgage of $49, 000.




(5) On October 16, 2001, the Conpany conpleted a $49,000 refinancing of its
Washi ngt on Design Center property. The |loan bears interest at a fixed rate
of 6.95% and matures on October 16, 2011. A portion of the proceeds
received was used to repay the then existing nortgage of $23, 000

(6) On Septenber 20, 2001, the Conpany conpleted a $50, 000 nortgage financing
cross collateralized by its eight industrial warehouse properties. The |oan
bears interest at a fixed rate of 6.95% per annum and matures on October 1
2011.

(7) On June 21, 2002, one of the lenders purchased the other participant's
interest in the loan. At the same tinme, the |oan was extended for one year
with certain nodifications including, (i) making the risk of a |loss due to
terrorism (as defined) not covered by insurance recourse to the Conpany and
(ii) the granting of two 1l-year renewal options to the Conpany

(8) On April 1, 2002, the Conpany increased its nortgage financing cross
collateralized by its 770 Broadway/ 595 Madi son Avenue properties by
$115, 000. On July 15, 2002, the Conpany repaid $84,841 with proceeds
received froma third party which resulted in a gain on transfer of
nort gages of $2,096. The proceeds of the loan are in a restricted nortgage
escrow account which bears interest at the sane rate as the |oan, and at
Decenber 31, 2002 totals $153, 659

(9) On June 24, 2002, the Conpany conpleted an offering of $500,000 aggregate
principal amount of 5.625% senior unsecured notes due June 15, 2007
Interest on the notes is payable sem -annually on June 15th and Decenber
15t h, commenci ng Decenber 15, 2002. The notes were priced at 99. 856% of
their face ambunt to yield 5.659% The net proceeds of approxi mately
$496, 300 were used to repay the nortgage payable on 350 North Orleans, Two
Park Avenue, the Merchandi se Mart and Seven Skyline. On June 27, 2002, the
Conpany entered into interest rate swaps that effectively converted the
interest rate on the $500,000 senior unsecured notes due 2007 froma fixed
rate of 5.625%to a floating rate of LIBOR plus .7725% based upon the
trailing 3 nonth LIBOR rate (2.15%if set on Decenber 31, 2002). As a
result of the hedge accounting for the interest rate swap on the Conpany's
seni or unsecured debt, the Conpany recorded a fair value adjustnent of
$34, 245, as of Decenber 31, 2002 which is equal to the fair value of the
interest rate swap asset
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The net carrying anobunt of properties collateralizing the notes and
nortgages amounted to $4, 938,012,000 at Decenber 31, 2002. As at Decenber 31
2002, the principal repaynents for the next five years and thereafter are as
foll ows:

($ in thousands)

YEAR ENDI NG DECEMBER 31, AMOUNT
2008, L $ 449, 526( 1)
2004, . . 402, 949
20005, . 302, 640
20068, . . 261, 385
2007, .« 822,536
Thereafter. ... ... ... . .. . . . . . . 1, 832, 284

(1) Includes $153,659 which is offset by an equival ent anpunt of
cash held in a restricted nortgage escrow account

The Conpany's debt instruments, consisting of nortgage | oans secured by its
properties (which are generally non-recourse to the Conpany), its revolving
credit agreenent and its senior unsecured notes due 2007, contain custonmary
covenants requiring the Conpany to maintain insurance. There can be no assurance
that the | enders under these instruments will not take the position that an
exclusion fromall risk insurance coverage for |osses due to terrorist acts is a
breach of these debt instrunents that allows the |enders to declare an event of
default and accel erate repaynent of debt. The Conpany has received
correspondence from four |enders regarding terrorisminsurance coverage, to
whi ch the Conpany has responded. In these letters the | enders took the position
that under the agreenments governing the | oans provided by these | enders the
Conpany was required to naintain terrorisminsurance on the properties securing
the various | oans. The aggregate amount of borrow ngs under these |oans as of
Decenber 31, 2002 was approximately $770.4 million, and there was no additiona
borrowi ng capacity. Subsequently, the Conpany obtai ned an aggregate of $360
mllion of separate coverage for "terrorist acts". To date, one of the |enders
has acknow edged to the Conmpany that it will not raise any further questions
based on the Conpany's terrorisminsurance coverage in place, and the other
three |l enders have not raised any further questions regarding the Conpany's
insurance coverage. If lenders insist on greater coverage for these risks, it
coul d adversely affect the Conpany's ability to finance and/or refinance its
properties and to expand its portfolio
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7. SHAREHOLDERS' EQUITY

During the three years ended Decenber 31, 2002, the Conpany sold 11,173, 743
comon shares. The followi ng are the details of the sales

SALE AND | SSUANCE OF COMMON SHARES

On February 25, 2002, the Conpany sold 1,398,743 commpn shares based on the
closing price of $42.96 on the NYSE. The net proceeds to the Conpany were
approxi mately $56, 453, 000

On Novenmber 19, 2001, the Conpany sold 9, 775,000 conmon shares pursuant to
an effective registration statenent based on the closing price of $40.58 on the
NYSE. The net proceeds to the Conpany were approxi mately $377,200,000. In
connection therewith the Conpany repaid the $285, 000,000 then outstandi ng under
its revolving credit facility

$3.25 SERIES A PREFERRED SHARES OF BENEFI Cl AL | NTEREST

Hol ders of Series A Preferred Shares of beneficial interest are
entitled to receive dividends in an anmount equivalent to $3.25 per annum per
share. These dividends are cunul ative and payable quarterly in arrears. The
Series A Preferred Shares are convertible at any time at the option of their
respective holders at a conversion rate of 1.38504 common shares per Series A
Preferred Share, subject to adjustnent in certain circunstances. In addition,
upon the satisfaction of certain conditions the Conpany, at its option, nay
redeem the $3.25 Series A Preferred Shares at a current conversion rate of
1. 38504 conmmon shares per Series A Preferred Share, subject to adjustment in
certain circunstances. At no time will the Series A Preferred Shares be
redeenmabl e for cash

SERI ES B PREFERRED SHARES OF BENEFI Cl AL | NTEREST

Hol ders of Series B Preferred Shares of beneficial interest are
entitled to receive dividends at an annual rate of 8.5%of the |iquidation
preference, or $2.125 per Series B Preferred Share per annum These dividends
are cunul ative and payable quarterly in arrears. The Series B Preferred Shares
are not convertible into or exchangeable for any other property or any other
securities of the Conpany at the election of the holders. However, subject to
certain limtations relating to the source of funds used in connection with
any such redenption, on or after March 17, 2004 (or sooner under limted
circunstances), the Conpany, at its option, nay redeem Series B Preferred
Shares at a redenption price of $25.00 per share, plus any accrued and unpaid
di vi dends through the date of redenption. The Series B Preferred Shares have
no maturity date and will remain outstanding indefinitely unless redeemed by
t he Conpany

SERI ES C PREFERRED SHARES OF BENEFI CI AL | NTEREST

Hol ders of Series C Preferred Shares of beneficial interest are
entitled to receive dividends at an annual rate of 8.5%of the |iquidation
preference, or $2.125 per Series C Preferred Share per annum These dividends
are cumul ative and payable quarterly in arrears. The Series C Preferred
Shares are not convertible into or exchangeable for any other property or any
ot her securities of the Conpany at the election of the holders. However
subject to certain limtations relating to the source of funds used in
connection with any such redenption, on or after May 17, 2004 (or sooner
under limted circunstances), the Conpany, at its option, may redeem Series C
Preferred Shares at a redenption price of $25.00 per share, plus any accrued
and unpai d dividends through the date of redenption. The Series C Preferred
Shares have no maturity date and will remain outstanding indefinitely unless
redeened by the Conpany
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8. EMPLOYEES' SHARE OPTI ON PLAN

The Conpany grants various officers and enpl oyees incentive share options
and non-qualified options to purchase commopn shares. Options granted are at
prices equal to 100% of the market price of the Conpany's shares at the date of
grant. Shares vest on a graduated basis, becoming fully vested 36 nonths after
grant. All options expire ten years after grant

The Plan al so provides for the award of Stock Appreciation Rights
Per f ormance Shares and Restricted Stock, as defined. As of Decenmber 31, 2002
there were 250,927 restricted shares or rights to receive restricted shares
out st andi ng, excluding 626,566 shares issued to the Conpany's President in
connection with his enploynment agreenent



In 2002 and prior years, the Conpany accounted for

st ock- based conpensation

using the intrinsic value nmethod. Accordingly, no stock-based conpensation was

recogni zed in the Conpany's financial statenents for these years.
conpensation cost for Plan awards had been determi ned based on fair

I f

grant dates, net incone and inconme per share woul d have been reduced to the

pro-forma amounts below, for the years ended Decermber 31, 2002, 2001,

val ue at the

and 2000:

DECEMBER 31,
2002 2001 2000
(Amounts in thousands, except share and per share anpunts)
Net incone applicable to common shares:
AS TepPOrted. ..o $ 209, 736 $ 227,233 $ 195, 301
St ock- based conpensation cost, net of minority interest....... 8,092 10, 606 14, 465
Pro-f Or MR, . $ 201, 644 $ 216, 627 $ 180, 836
Net incone per share applicable to common shares:
Basi c:
AS TepPOrted. . .. $ 1.98 $ 2.55 $ 2.26
Pro-f OrmB. .. 1.90 2.43 2.09
Di | ut ed:
AS TePOIT . ..ttt $ 1.91 $ 2.47 $ 2.20
Pro formB. ... 1.84 2.35 2.04
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The fair value of each option grant is estimated on the date of grant using
an option-pricing nodel with the follow ng wei ghted-average assunptions used for
grants in the periods ending Decenmber 31, 2002, 2001 and 2000.
DECEMBER 31,
2002 2001 2000
Expected vol atility. ... 17% 17% 17%
EXpect ed | if e, . 5 years 5 years 5 years
Risk-free interest rate. . ... ... 3. 0% 4.38% 5. 0%
Expected dividend yiel d. . ... ... 6. 0% 6. 0% 6. 0%
A summary of the Plan's status and changes during the years then ended, is
present ed bel ow
2002 2001 2000
\EI GHTED- \EI GHTED- WVAEI GHTED-
AVERAGE AVERAGE AVERAGE
EXERCI SE EXERCI SE EXERCI SE
SHARES PRI CE SHARES PRI CE SHARES PRI CE
Qutstanding at January 1 ........... 15, 453, 100 $ 32.25 15, 861, 260 $ 32.25 11,472,352 $ 32.65
Ganted ........... .. . 3, 655, 500 42.14 26, 000 35.88 4,863, 750 31.02
Exercised ...... ... .. ... ... (114, 181) 28. 17 (314, 965) 31.91 (377, 440) 26. 29
Cancelled ..........ccouiiiiiiiiii.. (198, 053) 39. 64 (119, 195) 34.12 (97, 402) 34.86
CQut standi ng at Decenber 31 ......... 18, 796, 366 34.60 15, 453, 100 32.25 15, 861, 260 32.26
Options exercisable at Decenber 31 . 13,674, 177 $ 33.00 11, 334, 124 7,272,878
Wei ght ed- average fair val ue of
options granted during the year
ended Decenber 31 (per option) . $ 3.06 $ 3.46 $ 2.98
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The following table summarizes informati on about options outstandi ng under
the Plan at Decenber 31, 2002:

OPTI ONS OQUTSTANDI NG OPTI ONS EXERCI SABLE
NUMBER WEI GHTED- AVERAGE NUMBER
RANGE OF OQUTSTANDI NG AT REMAI NI NG WVAEI GHTED- AVERAGE EXERCI SABLE AT WVAEI GHTED- AVERAGE
EXERCI SE PRI CE DECEMBER 31, 2002 CONTRACTUAL LI FE EXERCI SE PRI CE DECEMBER 31, 2002 EXERCI SE PRI CE

$ 0 - $12 26, 308 0.1 Years $ 11.42 26, 308 $ 11.42
$12 - $19 74,500 2.3 Years $ 17.89 74, 500 $ 17.89
$19 - $24 3,500, 000 3.9 Years $ 23.47 3, 500, 000 $ 23.47
$24 - $27 149, 570 4.1 Years $ 26.28 149, 570 $ 26.28
$27 - $32 4,969, 502 6.7 Years $ 30.72 3, 543, 983 $ 30.70
$32 - $36 2,856,725 6.1 Years $ 33.68 2,772,740 $ 33.65
$36 - $40 211,170 4.8 Years $ 38.92 204, 735 $ 39.00
$40 - $44 4, 235, 591 8.7 Years $ 42.26 664, 341 $ 43.05
$44 - $46 2,508, 000 5.0 Years $ 45.31 2,473,000 $ 45.31
$46 - $49 265, 000 5.1 Years $ 48.41 265, 000 $ 48.41
$ 0 - $49 18, 796, 366 6.2 Years $ 34.60 13,674,177 $ 33.00

Shares available for future grant under the Plan at Decenber 31, 2002 were
9, 963, 500 of which 2,500,000 are subject to sharehol der approval .

9. RETI REMENT PLAN

In Decenber 1997, benefits under the Conpany's Retirement Plan were frozen.
Prior to Decenber 31, 1997, the Conpany's qualified plan covered all full-tine
enpl oyees. The Pl an provi ded annual pension benefits that were equal to 1% of
the enpl oyee's annual conpensation for each year of participation. The funding
policy is in accordance with the mnimum fundi ng requirements of ERI SA

Pensi on expense includes the follow ng conponents:

YEAR ENDED DECEMBER 31,

2002 2001 2000
(Amounts in thousands, except percentages)
Interest cost on projected benefit obligation................. $ 587 $ 565 $ 567
Expected return on assetsS. .. ...... ... (235) (412) (374)
Net anortization and deferral........ ... ... .. ... ... . ........ (56) 32 30
Net PEeNSi ON EXPENSE. . . oo it $ 296 $ 185 $ 223
Assunptions used in determ ning the net pension expense:
Discount rate....... ... . . . ... 6. 25% 7.25% 7.75%
Rate of increase in conpensation levels....................... .- .- .-
Expected rate of return on assets............................. 7.00% 7.00% 7.00%

* Not applicable, as benefits under the Plan were frozen in Decenber 1997.
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The following table sets forth the Plan's funded status and the anpunt
recogni zed in the Conpany's bal ance sheet:

($ in thousands)

YEAR ENDED DECEMBER 31,

CHANGE | N BENEFI T OBLI GATI ON
Benefit obligation at beginning of year $ 7,950 $ 7,530 $ 7,918
I nterest cost 587 565 567



Benefit paynments (970)
Experi ence | oss/(gain) 1, 451
Benefit obligation at end of year 9,018

CHANGE | N PLAN ASSETS

Fair value of plan assets at beginning of year 6, 056
Enpl oyer contri bution 667
Benefit paynents (970)
Actual return on assets 235
Fair value of plan assets at end of year 5,988
Funded status (3,030)
Unr ecogni zed | oss 3,517
NET AMOUNT RECOGNI ZED $ 487

AMOUNTS RECOGNI ZED | N THE CONSOLI DATED BALANCE
SHEETS CONSI ST OF:

Accrued benefit liability $ (3,030)
Accunul at ed ot her conprehensive | oss 3,517
NET AMOUNT RECOGNI ZED $ 487

Pl an assets are invested in U S. governnent obligations and securities
backed by U.S. governnent guaranteed nortgages
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10. LEASES
AS LESSOR:
The Conpany | eases space to tenants in office buildings and shopping

centers under operating |eases. Mdst of the |eases provide for the paynent of
fixed base rentals payable nonthly in advance. Shopping center |eases provide

for the pass-through to tenants of real estate taxes, insurance and maintenance

O fice building | eases generally require the tenants to rei nburse the Conpany
for operating costs and real estate taxes above their base year costs. Shopping
center |eases also provide for the paynment by the | essee of additional rent
based on a percentage of the tenants' sales. As of Decenber 31, 2002, future
base rental revenue under non-cancel abl e operating | eases, excluding rents for
leases with an original termof |ess than one year and rents resulting fromthe
exerci se of renewal options, is as follows:

($ in thousands)

YEAR ENDI NG DECEMBER 31:

These ampunts do not include rentals based on tenants' sales. These
percentage rents approxi mated $1, 832, 000, $2, 157,000, and $4, 825,000 for the
years ended Decenber 31, 2002, 2001, and 2000

FORMER BRADLEES LOCATI ONS

The Conpany previously | eased 18 |ocations to Bradl ees which closed all of
its stores in February 2001. The Conpany has re-leased nine of the former
Bradl ees | ocations; three to Kohl's, two each to Lowe's and Haynes Furniture
and one each to Hone Depot and Wal-Mart. Lowe's and Wal-Mart will construct
their own stores, subject to the receipt of various governmental approvals and
the relocation of existing tenants. In addition, the |eases for four other
forner Bradlees |ocations were assigned by Bradlees to other retailers. O the
remaining five |locations which are currently vacant, two of the |eases are
guaranteed and the rent is being paid by Stop & Shop, a wholly-owned subsidiary
of KoninKlijke Ahold NV (fornerly Royal Ahold NV), an international food
retailer. Stop & Shop remains contingently liable for rent at a nunber of the

648 (318)
7,950 7,530
5,732 5, 284

821 698

(793) (637)

295 387

6, 055 5,732

(1, 895) (1,798)
2,011 1,279

$ 116 $  (519)

$ (1,895) $ (1,798)
2,011 1,279

$ 116 $  (519)

ANMOUNT

. $ 1,078, 251
. 980, 075
L 856, 829
L 755, 350
L 679, 393
R 3,427, 665



fornmer Bradlees |locations for the termof the Bradl ees |eases.

Property rentals for the year ended Decenmber 31, 2002, include $5, 000, 000
of additional rent which was re-allocated to the fornmer Bradl ees |locations in
Marlton, Turnersville, Bensalemand Broonall and is payable by Stop & Shop,
pursuant to the Master Agreenment and Cuaranty, dated May 1, 1992. This anount
is in addition to all other rent guaranteed at the former Bradl ees |ocations.
On January 8, 2003, Stop & Shop filed a conplaint with the United States
District Court claimng the Conpany has no right to reallocate and therefore
continue to collect the $5,000,000 of annual rent from Stop & Shop because of
the expiration of the East Brunsw ck, Jersey City, Mddletown, Union and
Woodbridge | eases to which the $5, 000,000 of additional rent was previously
al |l ocated. The additional rent provision of the guaranty expires at the
earliest in 2012. The Conpany intends to vigorously contest Stop & Shop's
posi tion.

I'n February 2003, KoninKlijke Ahold NV, parent of Stop & Shop, announced
that it overstated its 2002 and 2001 earnings by at least $500 nillion and is
under investigation by the U S. Justice Departnment and Securities and
Exchange Commi ssion. The Conpany cannot predict what effect, if any, this
situation involving KoninKlijke Ahold NV may have on Stop & Shop's ability to
satisfy its obligation under the Bradl ees guarantees and rent for existing
Stop & Shop | eases aggregati ng approxi mately $10, 500, 000 per annum
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Except for the U.S. Governnment, which accounted for 11.4% of the Conpany's
revenue, none of the Conpany's other tenants represented nore than 10% of total
revenues for the year ended Decenber 31, 2002.

AS LESSEE:

The Conpany is a tenant under operating | eases for certain properties.
These |l eases will expire principally during the next thirty years. Future
m ni mum | ease paynents under operating | eases at Decenber 31, 2002, are as
foll ows:

($ in thousands)

YEAR ENDI NG DECEMBER 31:

Rent expense was $17, 157,000, $15, 433,000, and $15, 248,000 for the years
ended Decenber 31, 2002, 2001, and 2000.
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11. COWM TMENTS AND CONTI NGENCI ES

At Decenber 31, 2002, the Conpany's $1, 000, 000, 000 revol ving credit
facility had a zero bal ance, and the Conpany utilized $9, 112,000 of availability
under the facility for letters of credit and guarantees. In addition there were
$7,667,000 of other letters of credit outstanding.

I'n conjunction with the closing of Alexander's Lexington Avenue
construction loan on July 3, 2002, the Conpany agreed to guarantee, anpng other
things, the lien free, tinmely conpletion of the construction of the project and
funding of all project costs in excess of a stated budget, as defined in the
| oan agreenent, if not funded by Al exander's (see note 4 - Investnents in and
Advances to Partially-Omed Entities).

Each of the Conpany's properties has been subjected to varying degrees of
environmental assessnment at various tines. The environnental assessments did not
reveal any material environnental contam nation. However, there can be no
assurance that the identification of new areas of contam nation, changes in the
extent or known scope of contamination, the discovery of additional sites, or
changes in cleanup requirenments would not result in significant costs to the
Conpany.

$ 15,347
14, 641

14, 644

14, 797

14, 762
954, 980



The Conpany carries conprehensive liability and all risk property insurance
(fire, flood, extended coverage and rental |oss insurance) with respect to its
assets. The Conpany's all risk insurance policies in effect before Septenber 11,
2001 do not expressly exclude coverage for hostile acts, except for acts of war.
Since Septenber 11, 2001, insurance conpani es have for the nost part excluded
terrorist acts fromcoverage in all risk policies. The Conpany has generally
been unable to obtain all risk insurance which includes coverage for terrorist
acts for policies it has renewed since Septenber 11, 2001, for each of its
busi nesses. In 2002, the Conpany obtained $200, 000, 000 of separate coverage for
terrorist acts for each of its New York City Ofice, Washington, D.C. Ofice,
Retail and Merchandi se Mart businesses and $60, 000, 000 for its Tenperature
Control |l ed Logistics business. Therefore, the Conpany is at risk for financial
loss in excess of these limts for terrorist acts (as defined), which |oss could
be material.

The Conpany's debt instruments, consisting of nortgage | oans secured by its
properties (which are generally non-recourse to the Conpany), its senior
unsecured notes due 2007 and its revolving credit agreenent, contain customary
covenants requiring the Conpany to nmintain insurance. There can be no assurance
that the lenders under these instrunments will not take the position that an
exclusion fromall risk insurance coverage for |osses due to terrorist acts is a
breach of these debt instruments that allows the | enders to declare an event of
default and accel erate repaynent of debt. In the second quarter of 2002, the
Conpany received correspondence from four |enders regarding terrorisminsurance
coverage, which the Conpany has responded to. In these letters the | enders took
the position that under the agreements governing the |oans provided by these
| enders the Conpany was required to mamintain terrorisminsurance on the
properties securing the various |oans. The aggregate amount of borrow ngs under
these | oans as of Decenber 31, 2002 was approxi mately $770.4 million, and there
was no additional borrowi ng capacity. Subsequently, the Conpany obtained an
aggregate of $360 million of separate coverage for "terrorist acts". To date
one of the | enders has acknow edged to the Conpany that it will not raise any
further questions based on the Conpany's terrorisminsurance coverage in place
and the other three | enders have not raised any further questions regarding the
Conpany's insurance coverage. If |lenders insist on greater coverage for these
risks, it could adversely affect the Conpany's ability to finance and/or
refinance its properties and to expand its portfolio

Fromtime to time, the Conpany has di sposed of substantial anpunts of real
estate to third parties for which, as to certain properties, it remains
contingently liable for rent paynments or nortgage indebtedness.

There are various |egal actions against the Conpany in the ordinary course
of business. In the opinion of managenent, after consultation with |egal
counsel, the outcome of such natters will not have a naterial effect on the
Conpany's financial condition, results of operations or cash flow.

The Conpany enters into agreenents for the purchase and resale of U S
governnment obligations for periods of up to one week. The obligations purchased
under these agreenments are held in safekeeping in the nane of the Conpany by
vari ous noney center banks. The Conpany has the right to demand additional
collateral or return of these invested funds at any tine the collateral value is
| ess than 102% of the invested funds plus any accrued earnings thereon. The
Conpany had $33, 393,000 and $15, 235, 000 of cash invested in these agreenents at
Decermber 31, 2002 and 2001.
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12. RELATED PARTY TRANSACTI ONS
LOAN AND COVPENSATI ON AGREEMENTS

On May 29, 2002, M. Roth replaced conmon shares of the Conpany securing
the Conpany's outstanding loan to M. Roth with options to purchase conmon
shares of the Conpany with a value of not less than two tinmes the |oan
anount. As a result of the decline in the value of the options, M. Roth
suppl emented the collateral with cash and marketabl e securities.

At Decenber 31, 2002, the loan due from M. Roth in accordance with his
enpl oynent arrangenment was $13, 122,500 ($4, 704, 500 of which is shown as a
reduction in shareholders' equity). The |oan bears interest at 4.49 % per annum
(based on the applicable Federal rate) and matures in January 2006. The Conpany
al so provided M. Roth with the right to draw up to $15, 000, 000 of additi onal
l oans on a revolving basis. Each additional loan will bear interest, payable
quarterly, at the applicable Federal rate on the date the loan is nmade and will
mature on the sixth anniversary of the |oan.

At Decenber 31, 2002, |oans due from M. Fascitelli, in accordance with his
enpl oynent agreenent, aggregated $8, 600, 000. The | oans which were scheduled to
mature in 2003 have been extended to 2006 in connection with the extension of
M. Fascitelli's enploynment agreenent (discussed below), and bear interest,
payabl e quarterly at a weighted average interest rate of 3.97% (based on the



appl i cabl e Federal rate).

Pursuant to his 1996 enpl oyment agreenment, M. Fascitelli became entitled
to a deferred payment consisting of $5 million in cash and a convertible
obl i gati on payabl e Novenber 30, 2001, at the Conpany's option, in either 919, 540
Conpany common shares or the cash equivalent of their appreciated value, so |ong
as such appreciated value is not |less than $20 million. The Conpany delivered
919, 540 shares to a rabbi trust upon execution of the 1996 enpl oynent agreenent
The Conpany accounted for the stock conpensation as a variable arrangenent in
accordance with Plan B of EITF No. 97-14 "Accounting for Deferred Conpensation
Arrangenents Where Anpunts Earned Are Held in a Rabbi Trust and Invested" as the
agreenment permtted settlenment in either cash or comon shares. Followi ng the
gui dance in EITF 97-14, the Conpany recorded changes in fair value of its
conpensation obligation with a corresponding increase in the liability
"Officer's Deferred Conpensation". Effective as of June 7, 2001, the paynent
date was deferred until Novenber 30, 2004. Effective as of Decenber 14, 2001
the paynment to M. Fascitelli was converted into an obligation to deliver a
fixed nunmber of shares (919,540 shares) establishing a neasurenent date for the
Conpany' s stock conpensation obligation; accordingly the Conpany ceased
accounting for the Rabbi Trust under Plan B of the EITF and began Plan A
accounting. Under Plan A, the accunulated liability representing the val ue of
the shares on Decenber 14, 2001, was reclassified as a conponent of
Shar ehol ders' Equity as "Deferred conpensati on shares earned but not yet
delivered." In addition, future changes in the value of the shares are no | onger
recogni zed as additional conpensation expense. The fair value of this obligation
was $34, 207,000 at Decenber 31, 2002. The Conpany has reflected this liability
as Deferred Conpensation Shares Not Yet Delivered in the Sharehol ders' Equity
section of the bal ance sheet. For the years ended Decenber 31, 2001 and 2000
the Conpany recogni zed approxi nately $4, 744,000 and $3, 733,000 of conpensation
expense of which $2,612, 000 and $1, 968, 000 represented the appreciation in val ue
of the shares in each period and $2, 132,000 and $1, 765, 000 represented divi dends
paid on the shares

Ef fective January 1, 2002, the Conpany extended its enpl oynent agreenent
with M. Fascitelli for a five-year period through Decenmber 31, 2006. Pursuant
to the extended enpl oynent agreenent, M. Fascitelli is entitled to receive a
deferred paynent on Decenber 31, 2006 of 626,566 Vornado common shares which are
val ued for conpensation purposes at $27,500,000 (the value of the shares on
March 8, 2002, the date the extended enpl oyment agreenent was executed). The
shares are being held in a rabbi trust for the benefit of M. Fascitelli and
vested 100% on Decenber 31, 2002. The extended enpl oynent agreenment does not
permt diversification, allows settlement of the deferred conpensation
obligation by delivery of these shares only, and pernmits the deferred delivery
of these shares. The value of these shares is being anortized ratably over the
one year vesting period as conpensation expense

Pursuant to the Conpany's annual conpensation review in February 2002 with
Joseph Macnow, the Conpany's Chief Financial O ficer, the Conpensation Conmmittee
approved a $2,000,000 loan to M. Macnow, bearing interest at the applicable
federal rate of 4.65% per annum and due January 1, 2006. The |oan, which was
funded on July 23, 2002, was made in conjunction with M. Macnow s June 2002
exerci se of options to purchase 225,000 shares of the Conpany's conmmon stock
The loan is collateralized by assets with a value of not less than two tinmes the
l oan anpbunt. As a result of the decline in the value of the options, M. Macnow
suppl emented the collateral with cash and marketabl e securities.
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One ot her executive officer of the Conpany has a | oan outstandi ng pursuant
to an enploynent agreenent totaling $1, 500,000 at Decenber 31, 2002. The |oan
matures in April 2005 and bears interest at the applicable Federal rate provided
(4.5% at Decenber 31, 2002)

TRANSACTI ONS W TH AFFI LI ATES AND OFFI CERS AND TRUSTEES OF THE COVPANY
ALEXANDER' S

The Conpany owns 33.1% of Al exander's. M. Roth and M. Fascitelli are
O ficers and Directors of Alexander's and the Conpany provides various services
to Al exander's in accordance with managenment and | easing agreenents. See Note 4
"I nvestments in Partially-Omed Entities" for further details.

The Conpany constructed a $16.3 million community facility and | owincone
residential housing devel opnment (the "30th Street Venture"), in order to receive
163, 728 square feet of transferable devel opment rights, generally referred to as
"air rights". The Conpany donated the building to a charitable organization. The
Conpany sol d 106, 796 square feet of these air rights to third parties at an
average price of $120 per square foot. An additional 28,6821 square feet of air
rights was purchased by Al exander's at a price of $120 per square foot for use
at Al exander's 59th Street devel opment project (the "59th Street Project"). In
each case, the Conpany received cash in exchange for air rights. The Conpany
identified third party buyers for the remining 28,111 square feet of air rights
related to the 30th Street Venture. These third party buyers wanted to use the



air rights for the devel opnment of two projects located in the general area of
86th Street which was not within the required geographical radius of the
construction site nor in the sane Comunity Board as the | owincone housing and
comunity facility project. The 30th Street Venture asked Al exander's to sell
28,111 square feet of the air rights it already owned to the third party buyers
(who could use them) and the 30th Street Venture would replace themw th 28,111
square feet of air rights. In October 2002, the Conpany sold 28,111 square feet
of air rights to Alexander's for an aggregate purchase price of $3,059,000 (an
average of $109 per square foot). Al exander's then sold an equal anpunt of air
rights to the third party buyers for an aggregate purchase price of $3,339, 000
(an average of $119 per square foot).

| NTERSTATE PROPERTI ES

The Conpany currently manages and | eases the real estate assets of
Interstate Properties pursuant to a managenent agreenment for which the Conpany
receives an annual fee equal to 4% of base rent and percentage rent and certain
ot her commi ssions. The managenent agreenment has a term of one year and is
automatically renewabl e unless term nated by either of the parties on sixty
days' notice at the end of the term Although the managenent agreenment was not
negotiated at arms length, the Conpany believes based upon conparable fees
charged by other real estate conpanies, that its terms are fair to the Conpany.
For the years ended Decenber 31, 2002, 2001, and 2000, $1, 450,000, $1, 655, 000,
and $1,418,000 of managenent fees were earned by the Conpany pursuant to the
nanagenent agreenent.

BUI LDI NG MAI NTENANCE SERVI CE COVPANY (" BMS")

On January 1, 2003, the Conpany acquired BMS, a conpany whi ch provides
cleaning and related services primarily to the Conpany's Manhattan office
properties, for $13,000,000 in cash fromthe estate of Bernard Mendi k and
certain other individuals including M. G eenbaum an executive officer of the
Conpany. The Conpany paid BMS $53, 024, 000, $51, 280, 000, and $47, 493,000 for the
years ended Decenber 31, 2002, 2001 and 2000 for services rendered to the
Conpany' s Manhattan office properties. Although the ternms and conditions of the
contracts pursuant to which these services were provided were not negotiated at
arms | ength, the Conpany believes based upon conparabl e anbunts charged to other
real estate conpanies that the terms and conditions of the contracts were fair
to the Conpany.
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VORNADO OPERATI NG COMPANY

In October 1998, Vornado Operating Conpany ("Vornado Operating") was spun
of f fromthe Conpany in order to own assets that the Conpany could not itself
own and conduct activities that the Conpany could not itself conduct. The
Conpany granted Vornado Operating a $75,000, 000 unsecured revolving credit
facility (the "Revolving Credit Agreenent") which expires on Decenber 31, 2004.
Borrow ngs under the Revolving Credit Agreement bear interest at LIBOR plus 3%
The Conpany receives a commtnent fee equal to 1% per annum on the average daily
unused portion of the facility. No anortization is required to be paid under the
Revol ving Credit Agreement during its term The Revolving Credit Agreenent
prohi bits Vornado Operating fromincurring i ndebtedness to third parties (other
than certain purchase noney debt and certain other exceptions) and prohibits
Vornado Operating from payi ng dividends.

Vornado Operating has disclosed that in the aggregate its investnents do
not, and for the foreseeable future are not expected to, generate sufficient
cash flow to pay all of its debts and expenses. Further, Vornado Operating
states that its only investee, AmeriCold Logistics ("Tenant"), anticipates that
its Landlord, a partnership 60% owned by the Conpany and 40% owned by Crescent
Real Estate Equities, will need to restructure the | eases between the Landl ord
and the Tenant to provide additional cash flow to the Tenant (the Landl ord has
previously restructured the | eases to provide additional cash flowto the
Tenant). Managenent anticipates a further |ease restructuring and the sale
and/or financing of assets by AneriCold Logistics, and accordingly, Vornado
Operating is expected to have a source to repay the debt under this facility,
which may be extended. Since January 1, 2002, the Conpany has not recogni zed
interest income on the debt under this facility.

CARTHAGE, M SSOURI AND KANSAS CI TY, KANSAS QUARRI ES

On Decenber 31, 2002, the Conpany and Crescent Real Estate Equities
forned a joint venture to acquire the Carthage, M ssouri and Kansas City,
Kansas quarries from Ameri Col d Logistics, the tenant of the Tenperature
Controll ed Logistics facilities for $20,000,000 in cash. The Company
contributed cash of $8,800,000 to the joint venture representing its 44%
interest. AmeriCold Logistics used the proceeds fromthe sale to repay a
portion of a loan to Vornado Operating. Vornado Operating then repaid
$9, 500, 000 of the ampunt outstanding under the Conpany's Revolving Credit
Facility. On Decenber 31, 2002, the joint venture purchased $5, 720, 000 of
trade receivables from Anmeri Col d Logistics at a 2% di scount, of which the



Conpany' s share was $2, 464, 000.
OTHER

The Conpany owns preferred securities in Capital Trust, Inc. ("Capital
Trust") totaling $29,212,000 at Decenber 31, 2002. M. Roth, the Chairman and
Chi ef Executive Oficer of Vornado Realty Trust, is a nenber of the Board of
Directors of Capital Trust.

On May 17, 2001, the Conpany sold its 50%interest in 570 Lexington Avenue
to the other venture partner, an entity controlled by the late Bernard Mendik, a
former trustee and executive officer of the Conpany, for $60, 000,000, resulting
in a gain to the Conpany of $12,445,6000. The sale was initiated by the Conmpany's
partner and was based on a conpetitive bidding process handl ed by an i ndependent
broker. The Conpany believes that the terns of the sale were at arms length and
were fair to the Conpany.

During 2002 and 2001, the Conpany paid $147,000 and $136, 000 for |egal
services to a firmin which one of the Conpany's trustees is a menber.

On January 1, 2001, the Conpany acquired the common stock of various
preferred stock affiliates which was owned by O ficers and Trustees of the
Conpany and converted themto taxable REIT subsidiaries. The total acquisition
price was $5, 155, 000. The purchase price, which was the estimted fair val ue,
was determ ned by both independent appraisal and by reference to the
individuals' pro rata share of the earnings of the preferred stock affiliates
during the three-year period that these investnents were hel d.

I'n connection with the Park Laurel condom nium project, in 2001 the joint
venture accrued $5,779, 000 of awards under the venture's incentive conpensation
pl an.
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13. M NORITY | NTEREST

The minority interest represents limted partners', other than the Conpany,
interests in the Operating Partnership and are conprised of:

Qut standing Units at Preferred or
———————————————————————————— Per Unit Annual
Decenber 31, Decenber 31, Li qui dati on Di stribution
Unit Series 2002 2001 Pref erence Rat e
Conmon:
Cass A (1) .o 20, 956, 446 5,823, 419 -- $ 2.72
Convertible Preferred:
5.0% B-1 Convertible Preferred.... 899, 566 899, 566 $ 50. 00 $ 2.50
8.0% B-2 Convertible Preferred.... 449, 783 449, 783 $ 50. 00 $ 4.00
6.5% C-1 Convertible Preferred.... 747,912 747,912 $ 50. 00 $ 3.25
6.5% E-1 Convertible Preferred.... 4,998, 000 4,998, 000 $ 50. 00 $ 3.25(3)
9.00% F-1 Preferred (4)........... 400, 000 400, 000 $ 25.00 $ 2.25
Perpetual Preferred: (6)
8.5% D-1 Cunul ative
Redeemabl e Preferred............ 3, 500, 000 3, 500, 000 $ 25.00 $ 2.125
8.375% D-2 Cunul ati ve Redeenmbl e
Preferred....................... 549, 336 549, 336 $ 50. 00 $ 4.1875
8.25% D-3 Cunul ati ve Redeenmbl e
Preferred........ ... ... ... ...... 8, 000, 000 8, 000, 000 $ 25.00 $ 2.0625
8.25% D-4 Cunul ati ve Redeenmbl e
Preferred....................... 5, 000, 000 5, 000, 000 $ 25.00 $ 2.0625
8.25% D-5 Cunul ati ve Redeenabl e
Preferred........ ... .. .. ........ 6, 480, 000 7, 480, 000 $ 25.00 $ 2.0625
8.25% D-6 Cunul ati ve Redeemmbl e
Preferred............. ... ... ... 840, 000 840, 000 $ 25.00 $ 2.0625
8.25% D-7 Cunul ati ve Redeenmbl e
Preferred....................... 7, 200, 000 7,200, 000 $ 25.00 $ 2.0625
8.25% D-8 Cunul ati ve Redeenmbl e
Preferred........ ... ... ......... 360, 000 360, 000 $ 25.00 $ 2.0625
8.25% D-9 Cunul ati ve Redeenmbl e
Preferred....................... 1, 800, 000 1, 800, 000 $ 25.00 $ 2.0625

(1) Cass Aunits are redeenmable at the option of the holder for common shares
of beneficial interest in Vornado, on a one-for-one basis, or at the
Conpany' s option for cash.

(2) Class Dunits automatically converted into Class A units in the third
quarter of 2001. Prior to the conversion, the Class D unitholders
participated in distributions at an annual rate of $2.12, then pari passu

Conver si on
Rate Into
Class A Units

N A
.914
.914

1.1431

1.1364
(%)
N A
N A
N A
N A
N A
N A
N A
N A

N A



with the Class A units.

(3) Increases to $3.38 in March 2006.

(4) Issued in connection with the acquisition of a |easehold interest at 715
Lexi ngton Avenue. Redeenmbl e at the Conpany's option begi nning January 2012
for Class A units.

(5) Holders have the right to require the Conpany to redeemthe outstanding F-1
units for cash equal to the Liquidation Preference of $25.00 per share.

(6) Convertible at the option of the holder for an equival ent anpbunt of the
Conpany' s preferred shares and redeemabl e at the Conpany's option after the
5th anniversary of the date of issuance (ranging from Decenmber 1998 to
Sept enber 2001).
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14. I NCOME PER SHARE

The following table sets forth the conputation of basic and diluted income
per share:

YEAR ENDED DECEMBER 31,

2002 2001 2000
(Amounts in thousands, except per share anopunts)
Nurer at or :
I ncome before gains on sale of real estate and cunul ative
effect of change in accounting principle.................... $ 263, 032 $ 252,353 $ 223,026
Gains on sale of real estate............. ... ... ... - - 15, 495 10, 965
Cunul ative effect of change in accounting
PrinCi Pl . (30, 129) (4, 110) --
Net 1 NCOME. . . . 232,903 263, 738 233,991
Preferred stock dividends......... ... .. ... .. (23,167) (36, 505) (38, 690)
Nuner ator for basic and diluted incone per
share -- net income applicable to common shares................. $ 209, 736 $ 227,233 $ 195, 301
Denomi nat or :
Denomi nator for basic income per share - weighted
average shares. . ... . . 105, 889 89, 109 86, 521
Effect of dilutive securities:
Enpl oyee stock options and restricted share awards.......... 3,780 2,964 2,171
Denom nator for diluted income per share --
adj usted wei ghted average shares and
ASSUMBA CONVEI Si ONS. . .ottt e e e e e e et 109, 669 92,073 88, 692
| NCOVE PER COMMON SHARE - - BASI C:
I ncome before gains on sale of real estate and cunulative
effect of change in accounting principle.................. $ 2.26 $ 2.42 $ 2.14
Gains on sale of real estate................ ... . ... .. ...... -- 17 12
Cunul ative effect of change in accounting
PrinCi pl . .. (.28) (.04) --
Net income per commDn share............ ... ... $ 1.98 $ 2.55 $ 2.26
| NCOVE PER COMMON SHARE -- DI LUTED:
I ncome before gains on sale of real estate and cunul ative
effect of change in accounting principle.................. $ 2.18 $ 2.34 $ 2.08
Gains on sale of real estate................ ... ... .. ...... -- 17 .12
Cunul ative effect of change in accounting
Principle. ... (.27) (.04) --
Net income per commpn share............. ... ... .. $ 1.91 $ 2. 47 $ 2.20
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15. SUMVARY OF QUARTERLY RESULTS ( UNAUDI TED)

The following summary represents the results of operations for each quarter



in 2002, 2001 and 2000:

NET | NCOVE NET | NCOVE PER
APPLI CABLE TO COVMMON SHARE( 1)

REVENUE SHARES BASI C

(Ampunts in thousands, except share anpunts)

2002
March Bl ... . $ 348,905(2) $ 45, 637(2) $ .43(2)
June 30. . .. 355, 763(2) 65, 184( 2) .60(2)
Septenber 30. ... ... 363,571(2) 59, 481(2) .54(2)
Decenber Bl.. ... ... ... 366, 831 39, 434 .37

2001
MBrCh Bl . $ 242,610 $ 46, 836 $ .54
JUNE B0 . ottt 246,075 56, 920 . 65
Septenber 30. ... ... 250, 265 67,876 .76
Decenber Bl. ... ... .. 246, 823 55,601 .59

2000
March 31, ... . $ 195,279 $ 47,523 $ .55
June 30. ... 198, 745 47, 281 .55
Septenber 30....... .. ... 215, 655 58, 447 .68
December 31.. ... ... .. ... 216, 293 42,050 .48

(1) The total for the year may differ fromthe sumof the quarters as
a result of weighting.

(2) Restated to include the effect of SFAS 141 - Business
Conbi nations, for the anortization of above and bel ow market
| eases acquired in 2002. The effect of restatement on each of the
first three quarters on net incone and net income per comon share
was $940 or $.02 per diluted share.

16. COSTS OF ACQUI SI TI ONS AND DEVELOPMENT NOT CONSUMVATED

The Conpany has a 70%interest in a joint venture to develop an office
tower over the Port Authority Bus Terminal in New York City. Current narket
condi tions have resulted in the joint venture witing off $9,700,000 in 2002,
representing all pre-devel opnment costs capitalized to date, of which the
Conpany' s share is $6, 874, 000.

In 2001, the Conpany was unable to reach a final agreement with the Port
Authority of NY & NJ to conclude a net |ease of the Wrld Trade Center.
Accordingly, the Conpany wote-off costs of $5,223,000 prinarily associated with
the World Trade Center.
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17. SEGVENT | NFORMATI ON

The Conpany has four business segnents: Ofice, Retail, Merchandise Mart
Properties and Tenperature Controlled Logistics. Prior to 2001, incone fromthe
Conpany' s preferred stock affiliates ("PSAs") was included in income from
partially-owned entities. On January 1, 2001, the Conpany acquired the common
stock of its PSAs and converted these entities to taxable REIT subsidiaries
Accordingly, the Hotel portion of the Hotel Pennsylvania and the managenent
conpani es (which provide services to the Conpany's business segnents and operate
the Trade Show busi ness of the Merchandi se Mart division) have been consoli dated
effective January 1, 2001. Amounts for the years ended Decenber 31, 2000 have
been reclassified to give effect to the consolidation of these entities as if
consol i dated as of January 1, 2000. In addition, the Conpany has revised
Adj usted EBITDA as previously reported for the year ended Decenber 31, 2001 and
2000 to include income fromthe early extinguishment of debt of $1,170,000 in
2001 and expense fromthe early extinguishnent of debt of $1,125,000 in 2000
because such itens are no longer treated as extraordinary itenms in accordance
with Generally Accepted Accounting Principles

($ in thousands) Decermber 31, 2002

Tenperature
Mer chandi se Control | ed
Tot al Ofice Ret ai | Mar t Logi stics

Rentals........ ... .. ................ $ 1, 248,903 $ 867,938 $ 127,561 $ 195,899 $ --

.65
.47



Expense reimbursenents............... 159, 978 89, 890 51, 750 14, 754 -- 3,584

O her income............ .. ........... 26, 189 21, 221 1, 653 2,951 -- 364
Total revenues................c.ou... 1, 435, 070 979, 049 180, 964 213,604 - - 61, 453
Operating expenses. .................. 541, 596 343,723 65, 455 86, 022 -- 46, 396
Depreciation and anortization........ 205, 826 146, 746 15, 507 26,716 -- 16, 857
CGeneral and administrative........... 98, 458 34, 346 5,036 20, 382 - - 38, 694
Costs of acquisitions and

devel opnent not consunmated....... 6,874 -- -- -- -- 6,874
Anortization of officers deferred

conpensation expense.............. 27, 500 -- -- -- -- 27,500
Total expenses..............ouuuunn.. 880, 254 524, 815 85, 998 133,120 - - 136, 321
Operating income..................... 554, 816 454,234 94, 966 80, 484 -- (74, 868)
Income applicable to Al exander's..... 29, 653 -- -- -- -- 29, 653
Income from partially-owned

entities............... . .. 44, 458 1, 966 (687) (339) 9, 707 33, 811
I nterest and other investnent

INCOMB. . ... 31, 685 6,472 323 507 -- 24,383
Interest and debt expense............ (239, 525) (141, 044) (56, 643) (22,948) -- (18, 890)

Net gain on disposition of

whol | y- owned and

partially-owned assets other

than real estate.................. (17,471) -- -- 2,156 -- (19, 627)
Mnority interest.................... (140, 584) (119, 910) (13, 736) (23, 910) 2,093 14, 879

I ncome before gains on sale of

real estate and cunul ative

ef fect of change in accounting

principle........... ... ... .. .... 263, 032 201,718 24,223 35, 950 11, 800 (10, 659)
Gains on sale of real estate -- -- -- -- -- --
Cunul ative effect of change in

accounting principle.............. (30, 129) -- -- -- (15, 490) (14, 639)
Net income.......... . ... . ... 232,903 201, 718 24,223 35, 950 (3,690) (25, 298)
Cunul ative effect of change in

accounting principle.............. 30, 129 -- - - - - 15, 490 14, 639
Interest and debt expense(3)......... 302, 009 139, 157 58, 409 23,461 25,617 55, 365
Depreciation and anortization(3)..... 257, 707 149, 361 17,532 27, 006 34, 474 29, 334
EBITDA. . . . 822,748 490, 236 100, 164 86, 417 71,891 74, 040
Adj ust ment s:

Mnority interest.................... 140, 584 119, 910 13,736 23,910 (2,093) (14, 879)
Gains (|l osses) on sale of real

estate(3). ..o (1, 405) -- -- -- 2,026 (3, 431)
Straight-lining of rents(3) ......... (29, 837) (24, 352) (1,863) (1,772) -- (1,850)
Anortization of bel ow market

leases, net....................... (12, 634) (12, 469) (165) -- -- --
O her 1, 549 -- 860 323 -- 366
Adj ust ed EBI TDA(1) $ 921, 005 $ 573, 325 $ 112,732 $ 108,878 $ 71, 824 $ 54, 246

6, 822, 268 5,012, 626
Bal ance sheet data:

Real estate, net.................... $ 6,833,323 $ 5,024, 205 $ 575,085 $ 891,701 $ -- $ 342,856
I nvestments and advances to

partially-owned entities.......... 997,711 29, 421 56, 375 42, 497 448, 295 421,123
Capi tal expenditures:

Acquisitions...................... 2,739,746 2,664, 468 89, 448 - - - - - -

Oher..... . 164, 162 114, 375 3,019 20, 852 5,588 20, 328

See notes on page 146
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($ in thousands) Decenmber 31, 2002
Tenperature
Mer chandi se Controlled
Tot al Ofice Ret ai | Mar t Logi stics O her (2)
Rentals...... ..., $ 841,999 $ 461, 606 $ 121,023 $ 197,668 $ -- $ 61, 702
Expense reinbursenents................ 133,114 67,470 49, 436 13, 801 -- 2,407
Qther inCoOMe. ........... .. 10, 660 3,775 1, 154 3, 324 -- 2,407

Total revenues........................ 985, 773 532, 851 171, 613 214,793 -- 66, 516



Operating expenses. ...................
Depreciation and anortization.........
General and administrative............
Costs of acquisitions and

devel opment not consunmated........

Total expenses..............oueuinnn..

Operating inCome..................uu..
I ncome applicable to Al exander's......
Income frompartially-owned entities..
Interest and other investment incone..
Interest and debt expense.............
Net | oss disposition of

whol | y-owned and partially-owned

assets other than real estate......
Mnority interest.....................

I ncome before gains on sale of real
estate and cunul ative effect of
change in accounting...............

Gains on sales of real estate

Cunul ative effect of change in
accounting principle...............

Net income........... ... .. ...
Cunul ative effect of change in
accounting principle...............
Interest and debt expense(3)..........
Depreciation and anortization(3)......

Adj ust nent s:
Gains on sale of real estate(3).......
Mnority interest.....................
Net gain on disposition of
whol | y-owned and partial |l y- owned
assets other than real estate......
Straight-lining of rents(3)...........
Qher...... ...

Adjusted EBITDA(L) .. ......oooneon..

Bal ance sheet data:
Real estate, net....................
I nvest ments and advances to
partially-owned entities..........
Capi tal expenditures:
Acquisitions......................
Qher.... ...

See notes on page 146

($ in thousands)

Rentals...............................
Expense reimbursenents................
O her income..........................

Total revenues........................

Operating expenses. . ..................
Depreciation and anortization.........
General and admi nistrative............

Total expenses.................c.co.....

Operating income......................
Income applicable to Al exander's......
Income from partially-owned

entities............... ... ... .. ....
Interest and other investment

398, 969 217,581 56, 547 83, 107 -- 41,734
123, 862 71, 425 14,767 25, 397 -- 12,273
72,572 12,421 3,576 18, 081 -- 38, 494
5,223 -- -- -- -- 5,223
600, 626 301, 427 74,890 126, 585 -- 97,724
385, 147 231, 424 96, 723 88, 208 -- (31, 208
25,718 -- -- -- -- 25,718
80, 612 32,746 1,914 149 17, 447(4) 28, 356
54, 385 6, 866 608 2,045 -- 44, 866
(173, 076) (54, 667 (55, 358) (33,354 -- (29, 697)
(8,070) -- -- 160 -- (8, 230)
(112, 363) (55, 932) (16, 562) (15, 650) (10, 968) (13, 251)
252, 353 160, 437 27,325 41, 558 6,479 16, 554
15, 495 12, 445 3,050 -- -- --
(4,110) -- -- -- -- (4,110)
263,738 172, 882 30, 375 41, 558 6,479 12, 444
4,110 -- -- -- -- 4,110
266, 784 92, 410 57,915 33, 354 26, 459 56, 646
188, 859 91, 085 18, 957 25, 397 33,815 19, 605
723,491 356, 377 107, 247 100, 309 66, 753 92, 805
(21, 793) (12, 445) (3,050) -- -- (6,298)
112, 363 55, 932 16, 562 15, 650 10, 968 13, 251
(160) -- -- (160) -- --

(26, 134) (20, 064) 727 (4,997) -- (1, 800)
(2,715) -- (2,337) -- 716 (1, 094)

$ 785, 052 $ 379, 800 $ 119, 149 $ 110,802 $ 78, 437 $ 96, 864
$ 4,183,986 $ 2,446,534 $ 503,923 $ 911, 067 $ -- $ 322,462
1,270, 195 374,371 28, 213 9, 764 474,862 382, 985
11, 574 11,574 -- -- -- .
158, 343 79, 117 7,597 51, 036 5,700 14, 893
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Decermber 31, 2002
2000 (after giving effect to consolidation of PSAs)
Tenper at ure
Mer chandi se Controll ed

Tot al Ofice Ret ai | Mar t Logi stics O her (2)
$ 788, 469 $ 406, 261 $ 129,902 $ 171,001 $ -- $ 81, 305
120, 074 60, 767 45, 490 10, 654 -- 3, 163
17, 608 5,499 2,395 4,661 -- 5,053
926, 151 472,527 177,787 186, 316 -- 89, 521
379,524 199, 424 55,671 74,553 -- 49, 876
108, 109 58, 074 17, 464 21,984 -- 10, 587
63, 468 10, 401 667 16, 330 -- 36,070
551, 101 267, 899 73,802 112, 867 -- 96, 533
375, 050 204, 628 103, 985 73, 449 -- (7,012)
17, 363 -- -- -- -- 17, 363
79, 694 29, 210 667 -- 28,778(4) 21, 039
33,798 6,162 -- 2,346 -- 25, 290
(180, 505) (62, 162) (54, 305) (38, 569) -- (25, 469)



Mnority interest..................... (102, 374) (46, 917) (16, 550) (12, 660) (12, 483) (13, 764)
I ncome before gains on sale of
real estate............. ... ........ 223, 026 130, 921 33, 797 24,566 16, 295 17, 447
Gains on sale of real estate.......... 10, 965 8, 405 2,560 - - - - - -
Net income........... ... 233,991 139, 326 36, 357 24,566 16, 295 17, 447
Interest and debt expense(3).......... 260, 573 96, 224 55,741 38, 566 27,424 42,618
Depreciation and anortization(3)...... 167, 268 76, 696 18, 522 20, 627 34, 015 17, 408
EBITDA. . . . 661, 832 312, 246 110, 620 83, 759 77,734 77,473
Adj ust ment s:
Mnority interest..................... 102, 374 46, 917 16, 550 12, 660 12,483 13, 764
Gains on sale of real estate(3)....... (10, 965) (8, 405) (2,560) -- -- --
Straight-lining of rents(3)........... (30, 001) (19, 733) (2,295) (5,919) (1,121) (933)
Other.. ... . 14,510 -- (1, 654) 1,358 4,064(2) 10, 742(5)
Adjusted EBITDA(L) .. ... $ 737, 750 $ 331, 025 $ 120,661 $ 91, 858 $ 93, 160 $ 101, 046
Bal ance sheet data:
Real estate, net.................... $ 3,960, 605 $ 2,388,393 $ 551,183 $ 862,003 $ -- $ 159,026
I nvest ments and advances to
partially-owned entities.......... 1,459, 211 394, 089 31, 660 41, 670 469, 613 522,179
Capi tal expenditures:
Acquisitions...................... 246, 500 128, 000 -- 89, 000 - - 29, 500
Oher...... ... i 212, 907 106, 689 7,251 37,362 28,582 33,023
See notes on foll owi ng page.
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VORNADO REALTY TRUST
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS - ( CONTI NUED)
NOTES:
(1) Adjusted EBITDA represents EBI TDA adjusted for gains or |osses on sales
of depreciable real estate, the effect of straight-lining of rent
escal ations, anortization of acquired above and bel ow market |eases and
mnority interest. Managenment considers Adjusted EBI TDA a suppl enent al
nmeasure for making decisions and assessing the performance of its
segnents. Adjusted EBI TDA shoul d not be considered a substitute for net
inconme or a substitute for cash flow as a nmeasure of liquidity. Adjusted
EBI TDA is presented as a neasure of "operating performance” which enables
the reader to identify trends fromperiod to period and may be used to
conpare "sane store" operating performance to other conpanies, as well as
providing a nmeasure for determ ning funds avail able to service debt.
Adj usted EBI TDA may not be conparable to simlarly titled nmeasures
enpl oyed by ot her conpani es.
(2) Adjusted EBITDA - Other is conprised of:
(Amount s in thousands)
For the Year
Ended Decenber 31,
2002 2001 2000
Hot el PennsSyl Vani @. . ... ...t $ 7,636 $ 16,978 $ 26, 866
Newki rk Joi nt Ventures:
Equity in income of limted partnerships......................... 60, 756 54, 695 43, 685
Interest and other INCOMB. .. ....... ... . i, 8, 795 8, 700 7, 300
Al eXaNder ' S. ... 34,381 19, 362 18, 330
Investment inconme and other......... ... . . . . . . . . . . ... 31, 261 44,097 34, 990
Unal | ocat ed general and adnministrative expenses.................... (34,743) (33,515) (30, 125)
Primestone foreclosure and inmpairment 1oss......................... (35, 757) -- --
Anortization of Officer's deferred conpensation expense............ (27, 500) -- --
Net gain on sale of marketable securities.......................... 12, 346 -- - -
Wite-off of 20 Tinmes Square pre-devel opment costs (2002) and --
World Trade Center acquisition costs (2001).................... (6,874) (5, 223)
Net gain on sale of air rights....... .. ... .. . . .. . . . . .. 1, 688 -- --
Gain on transfer of nortgages............ .. 2,096 -- --
Pal i SadeS. . . 161 -- --
After-tax net gain on sale of Park Laurel condom niumunits........ - - 15, 657 - -
Wite-off of net investment in Russian Tea Room ("RTR")............ -- (7,374) --
Wite-off of investments in technology conmpanies................... -- (16, 513) --
Total .o $ 54,246 $ 96, 864 $101, 046




(3) Interest and debt expense, depreciation and anortization,
straight-lining of rents and gains on sale of real estate included in
the reconciliation of net income to EBI TDA or Adjusted EBITDA reflects
amounts which are netted in income frompartially-owned entities.

(4) Excludes rent not recognized of $19, 348, $15,281 and $9, 787 for the
years ended Decenber 31, 2002, 2001 and 2000.

(5) Includes the reversal of $1,266 and $4, 765 of expenses in 2001 and 2000
representing the non-cash appreciation in the value of shares held in a
rabbi trust in connection with a deferred conpensation arrangenment for
the Conpany's President.
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ITEM 9. CHANGES | N AND DI SAGREEMENTS W TH | NDEPENDENT AUDI TORS ON ACCOUNTI NG
AND FI NANCI AL DI SCLOSURE

Not applicabl e.

PART 111
| TEM 10. DI RECTORS AND EXECUTI VE OFFI CERS OF THE REGQ STRANT
Information relating to trustees of the Registrant will be contained in a

definitive Proxy Statenment involving the election of trustees under the caption
"Election of Trustees", which the Registrant will file with the Securities and
Exchange Conmi ssion pursuant to Regul ati on 14A under the Securities Exchange Act
of 1934 not later than 120 days after Decermber 31, 2002, and such information is
incorporated herein by reference. Information relating to Executive Oficers of
the Regi strant appears at page 55 of this Annual Report on Form 10-K. Al so
incorporated herein by reference is the infornation under the caption ("Q her
Matters - 16(a) Beneficial Omership") of the Proxy Statenent.

| TEM 11. EXECUTI VE COVPENSATI ON

Information relating to executive conpensation will be contained in the
Proxy Statement referred to above in Item 10, "Directors and Executive O ficers
of the Registrant”, under the captions "Executive Conpensation" and such
information is incorporated herein by reference.

| TEM 12. SECURI TY OANERSHI P OF CERTAI N BENEFI Cl AL OAWNERS AND MANAGEMENT AND
RELATED SHAREHOLDER MATTERS

Information relating to security ownership of certain beneficial owners and
managenent will be contained in the Proxy Statenent referred to in Item 10,
"Directors and Executive Oficers of the Registrant", under the caption
"Principal Security Holders" and such information is incorporated herein by
reference.

EQUI TY COWMPENSATI ON PLAN | NFORVATI ON

The following table provides information as of Decenber 31, 2002, regarding
the Conpany's equity conpensation plans.

Nunmber of securities to Wei ght ed- aver age
be issued upon exercise exercise price of
of outstanding options, out st andi ng opti ons,
Pl an Cat egory warrants and rights warrants and rights
Equi ty conpensation plans approved
by security holders............... 18, 796, 366 $ 34.60
Equity conpensation awards not
approved by security holders...... None( 2) --
Tot al 18, 796, 366 $ 34.60

(1) Al of the shares remining available for future issuance under plans
approved by the security holders may be issued as restricted stock
units or performance shares.

(2) Does not include common shares issuable in exchange for deferred stock
units pursuant to the conpensation agreenents described bel ow under the
headi ng "Material Features of Equity Conpensation Arrangenents Not
Approved by Sharehol ders."
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Nunber of securities rensining
avail able for future issuance
under equity conpensation
pl ans (excluding securities
reflected in the second col um)



MATERI AL FEATURES OF EQUI TY COVPENSATI ON ARRANGEMENTS NOT APPROVED BY
SHAREHOL DERS

The Conpany has awarded deferred stock units under individual arrangenents
with two of its enployees. Sharehol der approval was not required for these
awards under the current rules of the New York Stock Exchange because the awards
were made as an inducenment to these enployees to enter into enploynent contracts
wi th the Conpany.

The Conpany awarded Sandeep Mat hrani 23,798 deferred stock units pursuant
to an agreenent dated as of March 4, 2002. Under this agreement, M. Mathrani's
deferred stock units vest over a three-year period and he is entitled to
di vidend equi val ent paynments with regard to each vested unit. On March 4, 2005,
M. Mathrani will receive one conmobn share for each of his deferred stock units,
subject to deferral at the election of M. Mthrani in accordance with the terns
of the agreenent.

The Conpany awarded Mel vyn Bl um 148, 148 deferred stock units pursuant to
an agreenent dated as of Decenber 29, 2000. Under this agreenent, M. Blunis
deferred stock units vest over a five-year period and he is entitled to
di vidend equi val ent paynents with regard to each vested unit. In addition,

M. Blunis agreenent requires the Conpany to provide an effective
registration statement covering any common shares distributed to M. Blum
Pursuant to an anmendnent to this agreenent dated as of February 13, 2003, the
Conpany agreed to pay M. Blum an anmount in cash equal to the market val ue of
88,889 common shares in respect of the deferred units that had vested under
his agreenment as of such date. The amendnent al so provides that M. Blumwill
receive one common share in respect of each renmining deferred stock unit on
the vesting date of such unit, subject to deferral at the election of M.
Blumin accordance with the ternms of the agreenent.

| TEM 13. CERTAI N RELATI ONSHI PS AND RELATED TRANSACTI ONS

Information relating to certain relationships and related transactions wll
be contained in the Proxy Statenent referred to in Item 10, "Directors and
Executive Oficers of the Registrant”, under the caption "Certain Rel ationships
and Rel ated Transactions" and such information is incorporated herein by
reference.

| TEM 14. CONTROLS AND PROCEDURES

Wthin the 90-day period prior to the filing of this Annual Report on Form
10-K, an evaluation was carried out under the supervision and with the
participation of Vornado Realty Trust's managenent, including our Chief
Executive Oficer and Chief Financial Oficer, of the effectiveness of the
desi gn and operation of our disclosure controls and procedures (as defined in
Rul e 13a-14(c) under the Securities Exchange Act of 1934). Based upon that
eval uation, the Chief Executive Oficer and Chief Financial Oficer concluded
that the design and operation of these disclosure controls and procedures were
effective. No significant changes were made in our internal controls or in other
factors that could significantly affect these controls subsequent to the date of
their eval uation.
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PART |V
| TEM 15. EXHI BI TS, FI NANCI AL STATEMENT SCHEDULES, AND REPORTS ON FORM 8- K

(a) The followi ng docunents are filed as part of this report:

1. The consolidated financial statements are set forth in Item
8 of this Annual Report on Form 10-K.

The follow ng financial statenent schedul es should be read in conjunction
with the financial statenents included in Item 8 of this Annual Report on Form
10- K.

PAGES IN THI' S
ANNUAL REPORT
ON FORM 10- K

I'l--Valuation and Qualifying Accounts--years ended Decenber 31, 2002,
2001 and 2000. . .. .o 153
Il1l--Real Estate and Accunul ated Depreciation as of Decenber 31,2002............. 154

Schedul es other than those |isted above are omitted because they are not
applicable or the information required is included in the consolidated financial
statements or the notes thereto.

The followi ng exhibits listed on the Exhibit Index are filed with this
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EXHI BI T NO.

By:

By:

By:

By:

By:

By:

By:

10.

10.

10.

10.

10.

32

59

60

61

62

12

21
23

on Form 10- K.

Deferred Stock Agreenent, dated Decenmber 29, 2000, between Vornado
Real ty Trust and Melvyn Bl um

Fi rst Amended and Restated Pronmissory Note from M chael D.
Fascitelli to Vornado Realty Trust, dated December 17, 2001

Prom ssory Note from Joseph Macnow to Vornado Realty Trust, dated
July 23, 2002

Amendnment to Enpl oynent Agreenent by and between Vornado Realty
Trust and Melvyn H. Blum dated February 13, 2003

Amendnment No. 1 to Deferred Stock Agreement by and between Vornado
Realty Trust and Melvyn H Blum dated February 13, 2003

Consol i dated Rati os of Earnings to Fixed Charges and Conbi ned Fi xed
Charges and Preferred Share Dividend Requirenent

Subsi di aries of the Registrant

Consent of Independent Auditors

(b) Reports on Form 8-K and Form 8-K/A - During the last quarter of the
period covered by this Annual Report on Form 10-K the Conpany did not file any
reports on Form 8-K.
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SI GNATURES

Pursuant to the requirenments of Section 13 or 15 (d) of the Securities
Exchange Act
its behalf by the undersigned, thereunto duly authorized.

of 1934, the Registrant has duly caused this report to be signed on

VORNADO REALTY TRUST

By: /'s/ Joseph Macnow

Joseph Macnow, Executive Vice President -
Fi nance and Admini stration and
Chi ef Financial Oficer

Date: March 7, 2003

Pursuant to the requirenents of the Securities Exchange Act of 1934, this
report
Regi strant and in the capacities and on the dates indicated:

/sl Steven Roth

/sl  Mchael D. Fascitelli Presi dent and Trustee

has been signed bel ow by the follow ng persons on behal f of the

SI GNATURE TITLE

(Steven Roth) O ficer)

(M chael D. Fascitelli)

/sl Robert P. Kogod Trust ee

/sl Joseph Macnow

(Robert P. Kogod)

(Joseph Macnow) Chi ef Financi al

(Principal Financial
Accounting Oficer)

/'s/ David Mandel baum Trust ee

(Davi d Mandel baum)

/'s/ Stanley Sinon Trustee

(Stanl ey Sinon)

/sl Robert H Smith Trust ee

(Robert H. Smith)

Chai rman of the Board of
Trustees (Principal

Executive Vice President
Fi nance and Admi nistration and

DATE

Mar ch

Mar ch

Mar ch

Mar ch

Mar ch

Mar ch

Mar ch

7,

2003

2003

2003

2003

2003

2003

2003



By: /sl  Ronald G Targan Trust ee March 7, 2003

(Ronald G Targan)

By: /sl  Richard R West Trust ee March 7, 2003

(Richard R West)
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By: /sl Russell B. Wght, Jr. Trustee March 7, 2003

(Russell B. Wght, Jr.)

CERTI FI CATI ON
I, Steven Roth, certify that:
1. I have reviewed this annual report on Form 10-K of Vornado Realty Trust;

2. Based on my know edge, this annual report does not contain any untrue
statenent of a material fact or omt to state a material fact necessary to
make the statenments nade, in light of the circunstances under which such
statenents were nmade, not misleading with respect to the period covered by
this annual report;

3. Based on ny knowl edge, the financial statenents, and other financial
information included in this annual report, fairly present in all material
respects the financial condition, results of operations and cash flows of
the registrant as of, and for, the periods presented in this annual report;

4. The registrant's other certifying officer and | are responsible for
est abl i shing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-14 and 15d-14) for the registrant and have:

a) desi gned such disclosure controls and procedures to ensure that
material information relating to the registrant, including its
consol i dated subsidiaries, is nade known to us by others within those
entities, particularly during the period in which this annual report
i s being prepared;

b) eval uated the effectiveness of the registrant's disclosure controls
and procedures as of a date within 90 days prior to the filing date of
this annual report (the "Evaluation Date"); and

c) presented in this annual report our conclusions about the
ef fecti veness of the disclosure controls and procedures based on our
eval uation as of the Eval uation Date;

5. The registrant's other certifying officer and | have discl osed, based on
our nost recent evaluation, to the registrant's auditors and the audit
comrittee of registrant's board of directors (or persons performng the
equi val ent functions):

a) all significant deficiencies in the design or operation of internal
controls which could adversely affect the registrant's ability to
record, process, sunmmarize and report financial data and have
identified for the registrant's auditors any material weaknesses in
internal controls; and

b) any fraud, whether or not material, that involves managenent or other
enpl oyees who have a significant role in the registrant's internal
controls; and

6. The registrant's other certifying officer and | have indicated in this
annual report whether there were significant changes in internal controls
or in other factors that could significantly affect internal controls
subsequent to the date of our nost recent evaluation, including any
corrective actions with regard to significant deficiencies and materi al
weaknesses.

March 7, 2003

/'s/ Steven Roth



St even Rot h,
Chi ef Executive Officer
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CERTI FI CATI ON

Joseph Macnow, certify that:

1. | have reviewed this annual report on Form 10-K of Vornado Realty
Trust;
2. Based on nmy know edge, this annual report does not contain any untrue

statenent of a material fact or omt to state a naterial fact
necessary to make the statements made, in light of the circunstances
under which such statenents were nade, not msleading with respect to
the period covered by this annual report;

3. Based on ny know edge, the financial statenents, and other financial
information included in this annual report, fairly present in all
nmaterial respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in
this annual report;

4. The registrant's other certifying officer and | are responsible for
establ i shing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant
and have:

a) desi gned such disclosure controls and procedures to ensure that
material information relating to the registrant, including its
consol i dated subsidiaries, is nmade known to us by others within
those entities, particularly during the period in which this
annual report is being prepared;

b) eval uated the effectiveness of the registrant's disclosure
controls and procedures as of a date within 90 days prior to the
filing date of this annual report (the "Evaluation Date"); and

c) presented in this annual report our conclusions about the
ef fecti veness of the disclosure controls and procedures based on
our evaluation as of the Eval uation Date;

The registrant's other certifying officer and | have disclosed, based on
our nost recent evaluation, to the registrant's auditors and the audit
comittee of registrant's board of directors (or persons performng the
equi val ent functions):

a) all significant deficiencies in the design or operation of internal
controls which could adversely affect the registrant's ability to
record, process, sunmmarize and report financial data and have
identified for the registrant's auditors any material weaknesses in
internal controls; and

b) any fraud, whether or not material, that involves managenent or other
enpl oyees who have a significant role in the registrant's internal
controls; and

The registrant's other certifying officer and | have indicated in this
annual report whether there were significant changes in internal controls
or in other factors that could significantly affect internal controls
subsequent to the date of our nost recent evaluation, including any
corrective actions with regard to significant deficiencies and materi al
weaknesses.

March 7, 2003

/'s/ Joseph Macnow

Joseph Macnow,
Chi ef Financial Oficer
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VORNADO REALTY TRUST
AND SUBSI DI ARI ES

SCHEDULE | |
VALUATI ON AND QUALI FYI NG ACCOUNTS



ADDI TI ONS

BALANCE AT CHARGED UNCOLLECTI BLE BALANCE
BEG NNI NG AGAI NST ACCOUNTS AT END
DESCRI PTI ON OF YEAR OPERATI ONS WRI TTEN- OFF OF YEAR
YEAR ENDED DECEMBER 31, 2002
Al l owance for doubtful accounts........... $ 9,922 $ 11,634 $ (3,514) $ 18, 042
YEAR ENDED DECEMBER 31, 2001:
Al | owance for doubtful accounts........... $ 9, 343 $ 5,379 $ (5, 891) $ 8,831
YEAR ENDED DECEMBER 31, 2000:
Al l owance for doubtful accounts........... $ 7,292 $ 2,957 $ (906) $ 9, 343
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VORNADO REALTY TRUST
AND SUBSI DI ARI ES

SCHEDULE |11
REAL ESTATE AND ACCUMULATED DEPRECI ATI ON
DECEMBER 31, 2002
(AMOUNTS | N THOUSAND)

COLUW A COLUW B COLUW C COLUW D
I'NI TI AL COST TO COVPANY (1) COSTS
--------------------------- CAPI TALI ZED
SUBSEQUENT
BUI LDI NGS AND TO
DESCRI PTI ON ENCUMBRANCES LAND | MPROVEMENTS ACQUI SI TI ON

O fice Buildings

NEW YORK
Manhat t an
One Penn Pl aza $ 275, 000 $ -- $ 412, 169 $ 78, 273
Two Penn Pl aza 154, 669 53, 615 164, 903 58, 066
909 Third Avenue 105, 837 -- 120, 723 14,917
770 Broadway 83, 314 52, 898 95, 686 74, 295
El even Penn Pl aza 50, 383 40, 333 85, 259 22,398
Two Park Avenue -- 43, 609 69, 715 6, 139
90 Park Avenue -- 8, 000 175, 890 13,938
888 Seventh Avenue 105, 000 -- 117, 269 32,614
330 West 34th Street -- -- 8, 599 6, 063
1740 Broadway - - 26,971 102, 890 9, 044
150 East 58th Street -- 39, 303 80, 216 12, 603
866 United Nations Plaza 33, 000 32,196 37,534 7,032
595 Madi son (Fuller
Bui | di ng) 70, 345 62, 731 62, 888 7,441
640 Fifth Avenue -- 38, 224 25,992 49, 099
40 Fulton Street -- 15, 732 26, 388 3, 235
689 Fifth Avenue -- 19,721 13, 446 3, 299
20 Broad Street -- -- 28, 760 8, 900
7 West 34th Street - - 34, 595 93, 703 1,018
Total New York 877,548 467, 928 1,722,030 408, 374

WASHI NGTON, DC
Crystal Mall (4

bui | di ngs) $ 65, 877 $ 49,664 $ 156,654 $ 789
Crystal Plaza (6

bui | di ngs) 70, 356 57,213 131, 206 2,612
Crystal Square (4

bui | di ngs) 195, 983 64, 817 218, 330 7,909
Crystal Gateway (4

bui | di ngs) 149, 839 47,594 177,373 3,079
Crystal Park (5

bui | di ngs) 264, 440 100, 935 409, 920 3,819
Arlington Plaza 17,531 6, 227 28, 590 708
1919 S. Eads Street 13, 148 3,979 18, 610 208
Skyline Place (6

bui | di ngs) 139, 212 41, 986 221, 869 5,281
Seven Skyline Place - - 10, 292 58, 351 1, 950

One Skyline Tower 65, 764 12, 266 75, 343 142



Court house Plaza (2

bui I di ngs) 80, 062 -- 105, 475 376
1101 17th Street 27,248 20, 666 20, 112 2,968
1730 M Street 17,013 10, 095 17,541 1,617
1140 Connecticut Avenue 20, 153 19, 017 13,184 3,107
1150 17th Street 32,904 23, 359 24,876 3,345
1750 Penn Avenue 49, 794 20, 020 30, 032 857
Denocracy Pl aza | 27, 640 -- 33,628 751
COLUWN A COLUWN E COLUWN F COLUWN G COLUWN H COLUWN |
GROSS AMOUNT AT WHI CH LI FE ON WHI CH
CARRI ED AT CLOSE OF PERI OD DEPRECI ATI ON
--------------------------------------- ACCUMULATED I N LATEST
BUI LDI NGS DEPRECI ATI ON | NCOVE
AND AND DATE OF DATE STATEMENT
DESCRI PTI ON LAND | MPROVEMENTS  TOTAL (2) AMORTI ZATI ON CONSTRUCTI ON (3) ACQUI RED | S COVPUTED
NEW YORK
Manhat t an
One Penn Pl aza $ -- $ 490, 442 $ 490, 442 $ 58, 634 1972 1998 39 Years
Two Penn Pl aza 52, 689 223,895 276, 584 35, 354 1968 1997 39 Years
909 Third Avenue -- 135, 640 135, 640 13, 107 1969 1999 39 Years
770 Broadway 52, 898 169, 981 222,879 18, 537 1907 1998 39 Years
El even Penn Pl aza 40, 333 107, 657 147, 990 16, 143 1923 1997 39 Years
Two Park Avenue 43, 609 75, 854 119, 463 12, 867 1928 1998 39 Years
90 Park Avenue 8, 000 189, 828 197, 828 26, 683 1964 1997 39 Years
888 Seventh Avenue -- 149, 883 149, 883 15, 018 1980 1998 39 Years
330 West 34th Street -- 14,662 14, 662 1,294 1925 1998 39 Years
1740 Broadway 26,971 111, 934 138, 905 17,138 1950 1997 39 Years
150 East 58th Street 39, 303 92, 819 132,122 10, 952 1969 1998 39 Years
866 United Nations Plaza 32,196 44,566 76, 762 7,723 1966 1997 39 Years
595 Madi son (Fuller
Bui | di ng) 62,731 70, 329 133, 060 5, 400 1968 1999 39 Years
640 Fifth Avenue 38, 224 75, 091 113, 315 9, 112 1950 1997 39 Years
40 Fulton Street 15, 732 29, 623 45, 355 4,019 1987 1998 39 Years
689 Fifth Avenue 19,721 16, 745 36, 466 1,617 1925 1998 39 Years
20 Broad Street -- 37, 660 37, 660 3, 650 1956 1998 39 Years
7 West 34th Street 34,614 94, 702 129, 316 5, 142 1901 2000 40 Years
Total New York 467, 021 2,131,311 2,598, 332 262, 390

WASHI NGTON, DC
Crystal Mall (4

bui I di ngs) $ 49,664 $ 157, 443 $ 207,107 $ 7,182 1968 2002 10-40 Years
Crystal Plaza (6

bui | di ngs) 57,213 133, 818 191, 031 7,488 1964- 1969 2002 10-40 Years
Crystal Square (4

bui | di ngs) 64, 817 226, 239 291, 056 11, 113 1974- 1980 2002 10- 40 Years
Crystal Gateway (4

bui | di ngs) 47,594 180, 452 228, 046 8, 846 1983-1987 2002 10-40 Years
Crystal Park (5

bui | di ngs) 100, 935 413,739 514,674 22,092 1984-1989 2002 10-40 Years
Arlington Plaza 6, 227 29,298 35,525 1, 307 1985 2002 10- 40 Years
1919 S. Eads Street 3,979 18, 818 22,797 983 1990 2002 10-40 Years
Skyline Place (6

bui | di ngs) 41, 986 227,150 269, 136 11, 134 1973- 1984 2002 10- 40 Years
Seven Skyline Place 10, 292 60, 301 70, 593 2,522 2001 2002 10-40 Years
One Skyline Tower 12, 266 75, 485 87,751 3,573 1988 2002 10- 40 Years
Cour t house Pl aza (2

bui | di ngs) -- 105, 851 105, 851 5,157 1988- 1989 2002 10- 40 Years
1101 17th Street 20, 666 23,080 43,746 1,834 1963 2002 10-40 Years
1730 M Street 10, 095 19, 158 29, 253 1,648 1963 2002 10- 40 Years
1140 Connecticut Avenue 19, 017 16, 291 35, 308 1,435 1966 2002 10-40 Years
1150 17th Street 23, 359 28,221 51, 580 1, 657 1970 2002 10- 40 Years
1750 Penn Avenue 20, 020 30, 889 50, 909 1,236 1964 2002 10-40 Years
Denocracy Pl aza | -- 34,379 34,379 1, 651 1987 2002 10-40 Years
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Tot al

REAL

(AMOUNTS | N THOUSAND)

DESCRI PTI ON

Tysons Dulles (3
bui | di ngs)

Comnmerce Executive
(3 buil dings)
Rest on Executive (3

bui | di ngs)
Crystal Gateway 1
O her

Tot al
Of fice Buildings

Washi ngt on,

NEW JERSEY
Par anus

Total New Jersey

O fice Buildings

Shoppi ng Centers

NEW JERSEY
Bor dent own
Bri ckt own
Cherry Hil
Del ran
Dover
East
East
East

Brunswi ck
Hanover |
Hanover 11
Hackensack
Jersey City
Kearny (4)
Lawnsi de

Lodi

Manal apan

Mar |t on

M ddl et own
Morris Plains
North Bergen (4)
North Plainfield
Tot owa
Turnersville

Uni on

Vi nel and

Wat chung (4)
Woodbri dge

Total New Jersey

DESCRI PTI ON

(4)

VORNADO REALTY TRUST
AND SUBSI DI ARI ES

SCHEDULE | I'I

DECEMBER 31, 2002

ESTATE AND ACCUMULATED DEPRECI ATI ON

COLUMN B COLUMN C COLUMN D
INI TIAL COST TO COMPANY (1) COSTS
--------------------------- CAPI TALI ZED

SUBSEQUENT
BUI LDI NGS AND TO
ENCUVBRANCES LAND | MPROVEMENTS ACQUI SI TI ON
69, 507 19, 146 79, 095 488
53, 307 13, 401 58, 705 691
73, 844 15, 424 85, 722 261
58, 279 15, 826 53, 884 37
- -- 51, 768 1, 496
1, 491, 901 551, 927 2,070, 278 42, 491
- -- 8, 345 10, 008
- -- 8, 345 10, 008
2,369, 449 1,019, 855 3, 800, 653 460, 873
8,111 * 498 3,176 1,090
16, 390 * 929 2,175 9, 252
15, 075 * 915 3,926 3,320
6,461 * 756 3,184 2,325
7,388 * 224 2,330 2,464
22,887 * 319 3,236 6, 215
20,579 * 376 3,063 5,007
6, 860 * 1,756 8, 706 (152
25,144 * 536 3,293 7,322
19, 249 * 652 2,962 1,868
3,758 * 279 4,429 (278
10, 651 * 851 2,222 1, 359
9,439 * 245 9,339 110
12,597 * 725 2, 447 5,212
12, 249 * 1,514 4,671 789
16, 535 * 283 1,508 3,938
12,104 * 1, 254 3,140 3,230
3,985 * 510 3,390 (956
10, 942 * 500 13, 340 694
29,694 * 1,097 5, 359 10, 964
4,108 * 900 2,132 65
33,722 * 1,014 4,527 2,951
.- 290 1,594 1,281
13, 606 * 451 2, 347 6, 865
22,227 * 190 3,047 817
343, 761 17, 064 99, 543 75, 752
-155-
COLUWN E COLUWN F
GROSS AMOUNT AT WHI CH
CARRI ED AT CLOSE OF PERI OD
--------------------------------------- ACCUMULATED
BUI LDI NGS DEPRECI ATI ON
AND AND
LAND | MPROVEMENTS ~ TOTAL (2) AMORTI ZATI ON

DATE OF

CONSTRUCTI ON ( 3)

DATE
ACQUI RED

LI FE ON WHI CH
DEPRECI ATl ON
I'N LATEST
| NCOME
STATEMENT
I'S COMPUTED



Tysons Dulles (3

bui | di ngs) 19, 146
Commer ce Executive
(3 buildings) 13, 401
Rest on Executive (3
bui I di ngs) 15, 422
Crystal Gateway 1 15, 826
O her --
Total Washi ngton, DC
O fice Buildings 551, 840
NEW JERSEY
Par anus --
Total New Jersey --
Total Office Buildings 1,018, 948
Shoppi ng Centers
NEW JERSEY
Bor dent own 713
Bri ckt own 929
Cherry Hill 915
Del ran 756
Dover 244
East Brunswi ck 319
East Hanover | 476
East Hanover |1 (4) 2,195
Hackensack 536
Jersey City 652
Kearny (4) 309
Lawnsi de 851
Lodi 245
Manal apan 725
Mar |t on 1,611
M ddl et own 283
Morris Pl ains 1,104
North Bergen (4) 2,308
North Plainfield 500
Tot owa 1, 099
Turnersville 900
Uni on 1, 329
Vi nel and 290
Wat chung (4) 4,178
Woodbri dge 319
Total New Jersey 23,786
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VORNADO REALTY TRUST
AND SUBSI DI ARI ES

SCHEDULE 1|
REAL ESTATE AND ACCUMULATED DEPRECI ATI ON
DECEMBER 31, 2002

( AMOUNTS | N THOUSAND)

79, 583 98, 729
59, 396 72,797
85, 983 101, 407
53, 931 69, 757
53, 264 53, 264

2,112,769 2,664,696
18, 353 18, 353
18, 353 18, 353

4,262,433 5,281,381

4,051 4,764
11, 427 12, 356
7,246 8,161
5, 509 6, 265
4,774 5,018
9, 451 9,770
7,970 8, 446
8, 115 10, 310
10, 615 11, 151
4,830 5, 482
4,121 4,430
3,581 4,432
9, 449 9, 694
7, 659 8, 384
5, 363 6,974
5, 446 5,729
6, 520 7,624
636 2,944
14,034 14,534
16, 321 17, 420
2,197 3,097
7,163 8, 492
2,875 3,165
5, 485 9, 663
3,735 4,054
168, 573 192, 359

COLUWMN C

COLUWN A COLUW B
DESCRI PTI ON ENCUMBRANCES
NEW YORK
Al bany (Menands) 6, 251
Buf fal o (Amherst) 7,044
Freeport 14, 879
New Hyde Park 7,510

North Syracuse
Rochester (Henrietta)
Rochester (4)

Val l ey Stream (Green

Acr es) 157, 654

715 Lexi ngton Avenue
14th Street and Union

EE

443

140, 069

BUI LDI NGS

AND

| MPROVEMENTS

1,
2,
3,

2
2

99,
11,

677
019
273

124
870

586
574

3,522 1986- 1990
2,728 1985- 1989
3,526 1987- 1989

678 1981
5,775
107, 087
5,714 1967
5, 714
375, 191
3,917 1958
6,123 1968
6,221 1964
3, 555 1972
3, 497 1964
6, 698 1957
5,578 1962
672 1979
6, 098 1963
4,252 1965
1,534 1938
2,599 1969
766 1999
4,858 1971
4,107 1973
3, 386 1963
5,953 1961
185 1993
6, 238 1955
7,427 1957/ 1999
1, 810 1974
5, 872 1962
2,159 1966
1, 484 1994
3,291 1959
98, 280
COLUMN D
COoSTS
CAPI TALI ZED
SUBSEQUENT
TO
ACQUI SI TI ON
2,693
2,276
2, 886
122
23
1,154
(929)
6, 475
39

2002

2002

2002
2002

1987

1958
1968
1964
1972
1964
1957
1962
1998
1963
1965
1959
1969
1975
1971
1973
1963
1985
1959
1989
1957
1974
1962
1966
1959
1959

10-40 Years

10-40 Years

10- 40 Years
10-40 Years

26-40 Years

7-40 Years
22-40 Years
12-40 Years
16- 40 Years
16-40 Years
8-33 Years
9-40 Years
40 Years
15-40 Years
11-40 Years
23-29 Years
17-40 Years
40 Years
14- 40 Years
16-40 Years
19-40 Years
7-19 Years
30 Years
21-30 Years
19-40 Years
23-40 Years
6-40 Years
18- 40 Years
27-30 Years
11-40 Years



Squar e, Manhattan
424 6th Avenue
Ri ese
1135 Third Avenue

Total New York

PENNSYLVANI A
Al |l ent own
Bensal em (4)
Bet hl ehem
Br oomal |
G enol den
Lancaster (4)
Levi tt own
10t h and Mar ket

Streets, Philadel phia

Upper Morel and
Yor k

Tot al Pennsyl vani a

MARYLAND
Bal timore (Belair
Bal ti more (Towson)
Bal ti more (Dundal k)
G en Burnie
Hager st own

Rd.)

Total Maryl and

23, 367
6, 457
4,087
9, 827
7,370

* %k k¥

o ©
© o
0 O
o
* %

EE

12, 566
5,900
19, 135
7,844

70
1,198
278
734
850
606
193

4,044
5,675
7,294
7,844

3, 446
3,717
1, 806
1,675
1, 295

GROSS AMOUNT AT WHI CH
CARRI ED AT CLOSE OF PERI OD

DESCRI PTI ON

NEW YORK
Al bany (Menands)
Buf fal o (Amherst)
Freeport
New Hyde Park
North Syracuse
Rochester (Henrietta)
Rochester (4)
Val | ey Stream (Green
Acr es)
715 Lexi ngton Avenue
14th Street and Union

Squar e, Manhattan

424 6th Avenue
Ri ese
1135 Third Avenue

Total New York

PENNSYLVANI A
Al l ent own
Bensal em (4)
Bet hl ehem
Br oonal
G enol den
Lancaster (4)
Levi tt own
10th and Market

Streets, Philadel phia

Upper Morel and
Yor k

24,079
5,900
25, 233
7,845

334
2,727
278
850
850

183
933

683
409

BUI LDI NGS
AND

| MPROVEMENTS

4,370
4,061
6, 159
122
23
3,278
316

106, 220
11,613

13, 043
5,675
19,914
7,844

13, 377
2,862
5,726
2,900
2,016

430
1, 366

9, 767
3,062
2,982

TOTAL (2)

13,711
5,589
6, 004
3,750
2, 866
3,473
1, 549

10, 700
3, 745
3,391

ACCUMULATED
DEPRECI ATI ON
AND
AMORTI ZATI ON

2,459
3,088
3,478

6,772
1, 364
4,479
2,419
1,278

367
1,293

2,164
2,161
2,042

DATE OF

CONSTRUCTI ON ( 3)

1965
1968
1981
1970
1967
1971
1966

1956
1923

1965

1923-1987

1957
1972/ 1999
1966
1966
1975
1966
1964

1977
1974
1970

DATE
ACQUI RED

1965
1968
1981
1976
1976
1971
1966

1997
2001

1993
2002
1997
1997

1957
1972
1966
1966
1975
1966
1964

1994
1974
1970

LI FE ON WHI CH
DEPRECI ATl ON
I'N LATEST

| NCOMVE
STATEMENT
I'S COMPUTED

22-40 Years
13-40 Years
15-40 Years
6-10 Years
11-12 Years
15-40 Years
10- 40 Years

39-40 Years
40 Years

40 Years
40 Years
39 Years
39 Years

20-42 Years
40 Years

9-40 Years
9-40 Years
18-40 Years
12-40 Years
7-40 Years

27-30 Years
15-40 Years
15-40 Years



Tot al Pennsyl vani a

MARYLAND
Bal tinmore (Belair Rd.)
Bal ti more (Towson)
Bal ti more (Dundal k)
G en Burnie
Hager st own

Total Maryl and
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VORNADO REALTY TRUST
AND SUBSI DI ARI ES

SCHEDULE 111

REAL ESTATE AND ACCUMULATED DEPRECI ATI ON
DECEMBER 31, 2002

(AMOUNTS | N THOUSAND)

COLUWN A COLUW B
DESCRI PTI ON ENCUVBRANCES
CONNECT! CUT
Newi ngt on (4) 6,581
Wat er bury --
Total Connecti cut 6, 581
MASSACHUSETTS
Chi copee --
Springfield (4) 3,142
Total Massachusetts 3,142
PUERTO RI CO ( SAN JUAN)
Caguas 67,692
Mont ehi edr a 59, 638
Total Puerto Rico 127, 330
Total Retail Properties 772,230
Mer chandi se Mart Properties
I'LLINO S
Mer chandi se Mart,
Chi cago --
350 North Orleans,
Chi cago --
33 North Dearborn,
Chi cago 18, 926
WASHI NGTON D. C.
Washi ngton O fice Center 44,924
Washi ngt on Desi gn Center 48, 542
O her --
NORTH CAROLI NA
Mar ket Square Conpl ex,
Hi gh Poi nt 102, 100
National Furniture Mart,
Hi gh Poi nt 13, 106
CALI FORNI A
G ft and Furniture Mart,
Los Angel es --
Total Merchandi se Mart 227,598

44, 488 54,778 24,339
4,734 5,519 3,491
3,541 4,122 2,583
4,974 5, 641 3,593
3,200 3,662 2,065
2,526 2, 694 1,681
18, 975 21, 638 13, 413
COLUMN C COLUWMN D
INI TIAL COST TO COVPANY (1) COSTS
--------------------------- CAPI TALI ZED
SUBSEQUENT
BUI LDI NGS AND TO
LAND | MPROVEMENTS ACQUI SI TI ON
502 1,581 1, 606
-- 2,103 1, 669
502 3, 684 3,275
510 2,031 358
505 1, 657 795
1,015 3,688 1,153
15, 359 74,089 (147)
9,182 66, 701 1,033
24,541 140, 790 886
239, 801 427,587 170, 921
64,528 319, 146 36, 487
14, 238 67, 008 24, 632
6, 624 30, 680 2,826
10, 719 69, 658 3,580
12,274 40, 662 8, 829
9,175 6, 273 37
11, 969 85, 478 69, 285
1, 069 16, 761 596
10, 141 43, 422 14, 889
140, 737 679, 088 161, 161

1962
1968
1966
1958
1966

1962
1968
1966
1958
1966

10- 33 Years
13-40 Years
12-40 Years
16- 23 Years
9-40 Years



GROSS AMOUNT AT WHI CH
CARRI ED AT CLOSE OF PERI OD

DESCRI PTI ON

CONNECTI CUT
Newi ngt on (4)
Wat er bury

Total Connecti cut

MASSACHUSETTS
Chi copee
Springfield (4)
Total Massachusetts

PUERTO RI CO ( SAN JUAN)

Caguas
Mont ehi edr a
Total Puerto Rico
Total Retail Properties

Mer chandi se Mart Properties
ILLINO S

Mer chandi se Mart,
Chi cago

350 North Orleans,
Chi cago

33 North Dearborn,
Chi cago

WASHI NGTON D. C.
Washi ngton Office Center
Washi ngt on Desi gn Center
O her

NORTH CAROLI NA
Mar ket Square Conpl ex,
Hi gh Poi nt
National Furniture Mrt,
Hi gh Poi nt

CALI FORNI A
G ft and Furniture Mart,
Los Angel es

Total Merchandi se Mart

64, 535
14, 246

6, 624
10, 719

12,274
9,175

14,010

1, 069
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VORNADO REALTY TRUST

SCHEDULE I11

AND SUBSI DI ARI ES

REAL ESTATE AND ACCUMULATED DEPRECI ATl ON

(AMOUNTS | N THOUSAND

DECEMBER 31, 2002

BUI LDI NGS

AND

| MPROVEMENTS ~ TOTAL (2)
1, 268 3, 689
3,105 3,772
4,373 7,461
2,389 2,899
371 2,957
2,760 5, 856
73, 942 89, 301
67, 734 76, 916
141, 676 166, 217
563, 483 838, 309
355, 626 420, 161
91, 632 105, 878
33, 506 40, 130
73, 238 83, 957
49, 491 61, 765
6, 310 15, 485
152,722 166, 732
17, 357 18, 426
58, 311 68, 452
838, 193 980, 986
COLUWN C

ACCUMULATED
DEPRECI ATl ON
AND
AMORTI ZATI ON

DATE OF
CONSTRUCTI ON ( 3)

BUI LDI NGS AND

258 1965
2,098 1969
2,356
2,004 1969

125 1993
2,129
6,172 1996
9,735 1996

15, 907
184, 975
43,299 1930
14, 203 1977
1,864
8, 824 1990
6,718 1919
749
12, 839 1902- 1989
1, 869 1964
3,083
93, 448
COLUMN D
COSTS
CAPI TALI ZED
SUBSEQUENT
TO

DATE
ACQUI RED

1965
1969

1969
1966

2002
1997

1998
1998

2000

1998
1998

1998

1998

2000

LI FE ON WHI CH
DEPRECI ATI ON
I N LATEST
I NCOVE
STATEMENT
I'S COMPUTED

9-40 Years
21-40 Years

13-40 Years
28-30 Years

15-39 Years
40 Years

40 Years

40 Years

40 Years

40 Years
40 Years

40 Years

40 Years

40 Years



DESCRI PTI ON

War ehouse/ | ndustri al
NEW JERSEY

East Brunsw ck
East Hanover
Edi son
Garfield

Total Warehouse/ I ndustri al

Ot her Properties
NEW JERSEY

Pal i sades,

Mont cl ai r

Fort Lee

Total New Jersey

NEW YORK
Hot el Pennsyl vani a

Total New York

FLORI DA
St udent Housi ng Joi nt
Vent ure

Total Florida

Total Other Properties

Leasehol d | nprovenents
Equi prent and O her

TOTAL
DECEMBER 31, 2002

DESCRI PTI ON

War ehouse/ | ndustri al
NEW JERSEY

East Brunsw ck
East Hanover
Edi son
Garfield

Total Warehouse/ | ndustri al

Ot her Properties
NEW JERSEY

Pal i sades,

Mont cl ai r

Fort Lee

Total New Jersey

NEW YORK
Hot el Pennsyl vani a
Total New York
FLORI DA
St udent Housi ng Joi nt
Vent ur e
Total Florida

ENCUVBRANCES LAND | MPROVEMENTS ACQUI SI TI ON
6,575 .- 4,772 3,146
27,232 576 7,752 7,479
4,343 705 2,839 1,753
11, 273 26 8, 068 5,088
49, 423 1,377 23,431 17, 466
100, 000 12,017 129, 786 .-
.- 66 470 330
100, 000 12,083 130, 256 330
.- 29, 904 121, 712 21, 922
.- 29, 904 121,712 21,922
19, 019 3,722 21, 095 565
19, 019 3,722 21, 095 565
119, 019 45,709 273, 063 22,817
75, 155
$ 3,537,719 $1,447,479 $ 5,203,822 $ 908, 393
COLUMW E COLUW F COLUWN G
GROSS AMOUNT AT WHI CH
CARRI ED AT CLOSE OF PERI OD
--------------------------------------- ACCUMULATED
BUI LDI NGS DEPRECI ATI ON
AND AND DATE OF
LAND | MPROVEMENTS ~ TOTAL (2) AMORTI ZATI ON CONSTRUCTI ON ( 3)
.- 7,918 7,918 5, 040 1972
691 15, 116 15, 807 12,008 1963- 1967
704 4,593 5,297 2,898 1954
96 13, 156 13, 252 10, 780 1942
1,491 40, 783 42,274 30, 726
12,017 129, 786 141, 803 2,704 2002
66 800 866 574 1972
12,083 130, 586 142, 669 3,278
29, 904 143, 634 173,538 21, 080 1919
29, 904 143, 634 173, 538 21, 080
3,763 21,619 25, 382 1,625 1996- 1997
3,763 21,619 25, 382 1,625

DATE
ACQUI RED

1972
1963
1982
1959

2002

1972

1997

2000

LI FE ON WHI CH
DEPRECI ATI ON
I N LATEST
I NCOVE
STATEMENT
I'S COMPUTED

18- 40 Years
7-40 Years
12-25 Years
11-33 Years

40 Years

4-15 Years

39 Years

40 Years



Total Other Properties 45, 750 295, 839 341, 589 25,983

Leasehol d | nprovenents

Equi prent and O her 8, 000 67, 155 75, 155 27,103
TOTAL
DECEMBER 31, 2002 $ 1,491, 808 $ 6,067,886 $7, 559, 694 $ 737,426

* These encunbrances are cross collateralized under a blanket nortgage in the
anount of $487,246 at Decermber 31, 2002.

Not es:

(1) Initial cost is cost as of January 30, 1982 (the date on which Vornado
comenced real estate operations) unless acquired subsequent to that date
-- see Colum H.

(2) The net basis of the conpany's assets and liabilities for tax purposes
is approxi nately $2,822,000 | ower than the ampunt reported for financial
stat ement purposes.

(3) Date of original construction -- many properties have had substanti al
renovation or additional construction -- see Colum D.

(4) Buildings on these properties were denolished. As a result, the cost
of the buildings and i nprovenents, net of accunul ated depreciation,
were transferred to land. In addition, the cost of the land in Kearny
property is net of a $1,615 insurance recovery.
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VORNADO REALTY TRUST
AND SUBSI DI ARI ES
SCHEDULE |11
REAL ESTATE AND ACCUMJULATED DEPRECI ATI ON
(AMOUNTS | N THOUSANDS)

The following is a reconciliation of real estate assets and accunul at ed
depreci ation:

YEAR ENDED DECEMBER 31,

2002 2001 2000
REAL ESTATE
Bal ance at beginning of period.................... $ 4,690,211 $ 4,354,392 $ 3,921,507
Addi tions during the period:
Land. .. ... 595, 977 25, 808 57, 669
Buildings & inmprovenents........................ 2,276,371 332, 766 416, 917
7,562, 559 4,712,966 4,396, 093
Less: Asset sold and witten-off.................. 2, 865 22,755 41,701
Bal ance at end of period................ ... ....... $ 7,559,694 $ 4,690,211 $ 4,354,392
ACCUMULATED DEPRECI ATl ON
Bal ance at beginning of period.................... $ 506, 225 $ 393, 787 $ 308, 542
Addi tions charged to operating expenses........... 170, 888 114,121 91, 236
Additions due to acquisitions..................... 63,178 - - --
740, 291 507, 908 399,778
Less: Accunul ated depreci ation on assets
sold and witten-of f...... ... ... ... ... ... ... ... 2, 865 1, 683 5,991
Bal ance at end of period................ ... ....... $ 737,426 $ 506, 225 $ 393, 787
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3.1 -- Anmended and Restated Declaration of Trust of Vornado, as filed with the State Departnent of
Assessnments and Taxation of Maryland on April 16, 1993 - |Incorporated by reference to
Exhibit 3(a) of Vornado's Registration Statement on Form S-4 (File No. 33-60286), filed on
AP | A5, 1003, L

3.2 -- Articles of Amendnent of Declaration of Trust of Vornado, as filed with the State Departnent of
Assessnents and Taxation of Maryland on My 23, 1996 - |Incorporated by reference to
Exhibit 3.2 of Vornado's Annual Report on Form 10-K for the year ended Decenber 31, 2001 (File
No. 001-11954), filed on March 11, 2002. ... . .. . .ttt e

3.3 -- Articles of Amendnent of Declaration of Trust of Vornado, as filed with the State Departnent of
Assessnments and Taxation of Maryland on April 3, 1997 - Incorporated by reference to
Exhi bit 3.3 of Vornado's Annual Report on Form 10-K for the year ended Decenber 31, 2001 (File
No. 1-11954), filed on March 11, 2002. . ... ...ttt

3.4 -- Articles of Amendnent of Declaration of Trust of Vornado, as filed with the State Departnent of
Assessnents and Taxation of Maryland on Cctober 14, 1997 - |Incorporated by reference to
Exhibit 3.2 of Vornado's Registration Statenent on Form S-3 (File No. 333-36080), filed on May
2, 2000, . o
3.5 -- Articles of Amendnent of Declaration of Trust of Vornado, as filed with the State Departnent of
Assessnments and Taxation of Maryland on April 22, 1998 - |Incorporated by reference to

Exhibit 3.1 of Vornado's Current Report on Form 8-K, dated April 22, 1998 (File No.
001-11954), filed on April 28, 1998, . . . . . .

3.6 . -- Articles of Amendnent of Declaration of Trust of Vornado, as filed with the State Departnent of
Assessnments and Taxation of Maryland on Novenmber 24, 1999 - |Incorporated by reference to
Exhibit 3.4 of Vornado's Registration Statement on FormS-3 (File No. 333-36080), filed on
MBY 2, 2000. . .
3.7 -- Articles of Amendnent of Declaration of Trust of Vornado, as filed with the State Departnent of
Assessments and Taxation of Maryland on April 20, 2000 - |Incorporated by reference to
Exhibit 3.5 of Vornado's Registration Statement on FormS-3 (File No. 333-36080), filed on
MBY 2, 2000, . . ottt
3.8 -- Articles of Amendnent of Declaration of Trust of Vornado, as filed with the State Departnent of
Assessnments and Taxation of Maryland on Septenber 14, 2000 - |Incorporated by reference to

Exhibit 4.6 of Vornado's Registration Statement on Form S-8 (File No. 333-68462), filed on
AUGUSTE 27, 2000, . . o

3.9 Articles of Amendnent of Declaration of Trust of Vornado dated May 31, 2002, as filed with the
Department of Assessments and Taxation of the State of Mryland on June 13, 2002 -
incorporated by reference to Exhibit 3.9 to Vornado Realty Trust's Quarterly Report on
Form 10-Q for the quarter ended June 30, 2002 (File No. 001-11954)...... . ... iiiiininennnnn..

3.10 -- Articles of Arendnent of Declaration of Trust of Vornado dated June 6, 2002, as filed with the
Departnment of Assessnments and Taxation of the State of Mryland on June 13, 2002 -
incorporated by reference to Exhibit 3.10 to Vornado Realty Trust's Quarterly Report on
Form 10-Q for the quarter ended June 30, 2002 (File No. 001-11954)........ ... . . ..o .

* Incorporated by reference.
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EXH BI T
NO.

3.11 -- Articles Supplenentary Classifying Vornado's $3.25 Series A Preferred Shares of Beneficial
Interest, liquidation preference $50.00 per share - Incorporated by reference to Exhibit 4.1
of Vornado's Current Report on Form 8-K, dated April 3, 1997 (File No. 001-11954), filed on
AP | 8, L1007, o

3.12 -- Articles Supplenmentary Cassifying Vornado's $3.25 Series A Convertible Preferred Shares of
Benefi ci al Interest, as filed wth the State Departnent of Assessnents and Taxation of
Maryl and on Decenber 15, 1997 - Incorporated by reference to Exhibit 3.10 to Vornado's Annual
Report on Form 10-K for the year ended Decenber 31, 2001 (File No. 001-11954), filed on March

3.13 -- Articles Supplenentary Cassifying Vornado's Series D-1 8.5% Cunul ative Redeenable Preferred
Shares of Beneficial Interest, no par value (the "Series D-1 Preferred Shares") - |ncorporated
by reference to Exhibit 3.1 of Vornado's Current Report on Form 8-K, dated Novenber 12, 1998
(File No. 001-11954), filed on Novenber 30, 1908. ... . . . . . ..

3.14 -- Articles Supplenmentary Classifying Additional Series D-1 8.5%Preferred Shares of Beneficial
Interest, liquidation preference $25.00 per share, no par value - Incorporated by reference to
Exhibit 3.2 of Vor nado' s Current Report on Form 8-K/ A dat ed Novenber 12, 1998
(File No. 001-11954), filed on February 9, 1999. ... . . . ... e

3.15 -- Articles Supplenmentary Classifying 8.5%Series B Cunulative Redeenable Preferred Shares of
Beneficial Interest, liquidation preference $25.00 per share, no par value - Incorporated by
reference to Exhibit 3.3 of Vornado's Current Report on Form 8-K  dated Mrch 3, 1999
(File No. 001-11954), filed on March 17, 1999. .. .. . ... .t



Articles Suppl ement ary Cl assifying Vor nado' s Series C 8.5% Cunulative Redeenabl e
Preferred Shares of Beneficial Interest, |iquidation preference $25.00 per share, no par val ue
- Incorporated by reference to Exhibit 3.7 of Vornado's Registration Statement on Form 8-A
(File No. 001-11954), filed on May 19, 1990. . .. . .. .. ..ttt e

Articles Suppl enent ary Classifying Vornado Realty Trust's Series D2 8.375% Cunulative
Redeemabl e Preferred Shares, dated as of May 27, 1999, as filed with the State Departnent of
Assessnments and Taxation of Maryland on May 27, 1999 - |Incorporated by reference to Exhibit
3.1 of Vornado's Current Report on Form 8-K, dated May 27, 1999 (File No. 001-11954), filed on
JULY 7, 1990 .ttt

Articles Supplenmentary Classifying Vornado's Series D3 8.25% Cunul ative Redeemable Preferred
Shares, dated Septenmber 3, 1999, as filed with the State Department of Assessnments and
Taxation of Maryland on Septenber 3, 1999 - |Incorporated by reference to Exhibit 3.1 of
Vornado's Current Report on Form 8-K, dated September 3, 1999 (File No. 001-11954), filed on
Ot 0ber 25, 1990, . . .

Articles Supplenmentary Classifying Vornado's Series D-4 8.25% Cunul ative Redeemable Preferred
Shares, dated Septenber 3, 1999, as filed with the State Departnment of Assessnents and
Taxation of Maryland on Septenber 3, 1999 - |Incorporated by reference to Exhibit 3.2 of
Vornado's Current Report on Form 8-K, dated September 3, 1999 (File No. 001-11954), filed on
October 25, 1990, . .. .

* Incorporated by reference.
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Articles Supplenentary Cassifying Vornado's Series D-5 8.25% Cunul ati ve Redeenmable Preferred
Shares - Incorporated by reference to Exhibit 3.1 of Vornado's Current Report on Form 8-K,
dated Novenber 24, 1999 (File No. 001-11954), filed on Decenber 23, 1999.......................

Articles Supplenmentary Classifying Vornado' s Series D-6 8.25% Cunul ati ve Redeemable Preferred
Shares, dated May 1, 2000, as filed with the State Departnment of Assessnents and Taxation of
Maryl and on May 1, 2000 - Incorporated by reference to Exhibit 3.1 of Vornado's Current Report
on Form 8-K, dated May 1, 2000 (File No. 001-11954), filed May 19, 2000............. ... .

Articles Supplenentary Cassifying Vornado's Series D-7 8.25% Cunul ati ve Redeemmble Preferred
Shares, dated May 25, 2000, as filed with the State Department of Assessnents and Taxation of
Maryl and on June 1, 2000 - |Incorporated by reference to Exhibit 3.1 of Vornado's Current
Report on Form 8-K, dated May 25, 2000 (File No. 001-11954), filed on June 16, 2000............

Articles Supplenentary Classifying Vornado's Series D-8 8.25% Cunul ati ve Redeemable Preferred
Shares - Incorporated by reference to Exhibit 3.1 of Vornado's Current Report on Form 8-K,
dat ed Decenmber 8, 2000 (File No. 001-11954), filed on Decenmber 28, 2000............. ... ...

Articles Supplenentary Classifying Vornado's Series D-9 8.75% Preferred Shares, dated Septenber
21, 2001, as filed with the State Departnment of Assessnments and Taxation of Maryland on
Sept enber 25, 2001 - Incorporated by reference to Exhibit 3.1 of Vornado's Current Report on
Form 8-K (File No. 001-11954), filed on October 12, 2001...... .. ...ttt

Anended and Restated Bylaws of Vornado, as amended on March 2, 2000 - Incorporated by reference
to Exhibit 3.12 of Vornado's Annual Report on Form 10-K for the year ended Decenber 31, 1999
(File No. 001-11954), filed on March 9, 2000. . .. .. ...ttt e

Second Anended and Restated Agreenent of Limted Partnership of the Operating Partnership, dated
as of October 20, 1997 (the "Partnership Agreenent") - Incorporated by reference to
Exhibit 3.4 of Vornado's Annual Report on Form 10-K for the year ended Decenber 31, 1997 filed
on MArCh 3L, 1908, . . oo

Anmendnment to the Partnership Agreenent, dated as of Decenber 16, 1997-Incorporated by reference
to Exhibit 3.5 of Vornado's Annual Report on Form 10-K for the year ended Decenber 31, 1997
(File No. 001-11954) filed on March 31, 1998. ... . . . . . ...

Second Amendnent to the Partnership Agreenent, dated as of April 1, 1998 - Incorporated by
reference to Exhibit 3.5 of Vornado's Registration Statenent on Form S-3 (File No. 333-50095),
filed on APril A4, 1008, . . . . .

Third Anmendnment to the Partnership Agreenent, dated as of Novermber 12, 1998 - Incorporated by
reference to Exhibit 3.2 of Vornado's Current Report on Form 8-K, dated Novenber 12, 1998
(File No. 001-11954), filed on Novermber 30, 1998. ... . . . . . . . e

Fourth Anmendrment to the Partnership Agreenent, dated as of Novenber 30, 1998 - Incorporated by
reference to Exhibit 3.1 of Vornado's Current Report on Form 8-K, dated Decenber 1, 1998 (File
No. 001-11954), filed on February 9, 1990. ... . . . ..

Exhibit A to the Partnership Agreenment, dated as of Decenber 22, 1998 - |Incorporated by
reference to Exhibit 3.4 of Vornado's Current Report on Form 8-K/A  dated Novenber 12, 1998
(File No. 001-11954), filed on February 9, 1999. ... .. . . .. .. ..



* Incorporated by reference.
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3.32 -- Fifth Anmendment to the Partnership Agreenent, dated as of March 3, 1999 - |Incorporated by
reference to Exhibit 3.1 of Vornado's Current Report on Form 8-K, dated March 3, 1999 (File
No. 001-11954), filed on March 17, 1990, . . . . .. e
3.33 -- Exhibit Ato the Partnership Agreenent, dated as of March 11, 1999 - I|ncorporated by reference
to Exhibit 3.2 of Vornado's Current Report on Form 8-K, dated March 3, 1999 (File No.
001-11954), filed on March 17, 1999. ... . . . .. ... e
3.34 -- Sixth Anmendnment to the Partnership Agreenent, dated as of March 17, 1999 - |Incorporated by
reference to Exhibit 3.2 of Vornado's Current Report on Form 8-K, dated May 27, 1999 (File No.
001-11954), filed on July 7, 1900, . . . .
3.35 -- Seventh Anendnment to the Partnership Agreement, dated as of May 20, 1999 - |Incorporated by
reference to Exhibit 3.3 of Vornado's Current Report on Form 8-K, dated May 27, 1999 (File No.
001-11954), filed on July 7, 1999, . . . ..
3.36 -- Eighth Anmendnent to the Partnership Agreenent, dated as of May 27, 1999 - |Incorporated by
reference to Exhibit 3.4 of Vornado's Current Report on Form 8-K, dated May 27, 1999 (File No.
001-11954), filed on July 7, 1990, . . . . .
3.37 -- Ninth Arendnent to the Partnership Agreenent, dated as of September 3, 1999 - Incorporated by
reference to Exhibit 3.3 of Vornado's Current Report on Form 8-K (File No. 001-11954), filed
on October 25, 1090, . . .. ...
3.38 -- Tenth Arendnent to the Partnership Agreenent, dated as of Septenmber 3, 1999 - Incorporated by
reference to Exhibit 3.4 of Vornado's Current Report on Form 8-K, dated Septenber 3, 1999
(File No. 001-11954), filed on October 25, 1990. . . .. . . ..
3.39 -- Eleventh Anendnent to the Partnership Agreenent, dated as of Novenber 24, 1999 - I|ncorporated by
reference to Exhibit 3.2 of Vornado's Current Report on Form 8-K, dated Novenber 24, 1999
(File No. 001-11954), filed on Decenber 23, 1990. ... . . ... ..
3.40 -- Twelfth Anendnent to the Partnership Agreenment, dated as of May 1, 2000 - |Incorporated by
reference to Exhibit 3.2 of Vornado's Current Report on Form 8-K, dated May 1, 2000 (File No.
001-11954), filed on May 19, 2000. . . ... ...ttt
3.41 -- Thirteenth Anmendnent to the Partnership Agreenment, dated as of My 25, 2000 - Incorporated by
reference to Exhibit 3.2 of Vornado's Current Report on Form 8-K, dated May 25, 2000 (File No.
001-11954), filed on June 16, 2000. . . .. ...t
3.42 -- Fourteenth Anmendnent to the Partnership Agreenent, dated as of Decenber 8, 2000 - Incorporated
by reference to Exhibit 3.2 of Vornado's Current Report on Form 8-K, dated Decenber 8, 2000
(File No. 001-11954), filed on Decenber 28, 2000. ... . ...ttt e
3.43 -- Fifteenth Anmendrment to the Partnership Agreenent, dated as of Decenber 15, 2000 - Incorporated by

reference to Exhibit 4.35 of Vornado Realty Trust's Registration Statement on Form S-8 (File
No. 333-68462), filed on August 27, 2001. ... .. . ..t

* Incorporated by reference.
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3.44 -- Sixteenth Anmendnent to the Partnership Agreenent, dated as of July 25, 2001 - Incorporated by
reference to Exhibit 3.3 of Vornado Realty Trust's Current Report on Form 8-K (File No.
001-11954), filed on COctober 12, 2001, .. . . . . .

3.45 -- Seventeenth Anmendnent to the Partnership Agreenent, dated as of Septenmber 21, 2001 -
Incorporated by reference to Exhibit 3.4 of Vornado Realty Trust's Current Report on Form 8-K
(File No. 001-11954), filed on October 12, 2001. ... ... ... e

3.46 -- Eighteenth Amendnent to the Partnership Agreenent, dated as of January 1, 2002 - Incorporated by
reference to Exhibit 3.1 of Vornado's Current Report on Form 8-K (File No. 1-11954), filed on
MBFCH 18, 2002, . . oottt ettt

3. 47 -- Nineteenth Amendnent to the Partnership Agreenment, dated as of July 1, 2002 - I|ncorporated by

reference to Exhibit 3.47 to Vornado Realty Trust's Quarterly Report on Form 10-Q for the
quarter ended June 30, 2002 (File No. 001-11954). . .. . . @ . @i e



Instrunents defining the rights of security holders (see Exhibits 3.1 through 3.24 of this
Annual Report on Form 10-K)

I ndenture dated as of Novenber 24, 1993 between Vornado Finance Corp. and Bankers Trust Conpany,
as Trustee - Incorporated by reference to Vornado's Current Report on Form 8-K dated
Novermber 24, 1993 (File No. 001-11954), filed December 1, 1993.. ... ... . . . ... ..

Specinen certificate representing Vornado's Common Shares of Beneficial Interest, par value
$0. 04 per share - |Incorporated by reference to Exhibit 4.1 of Anendnent No. 1 to Vornado's
Regi stration Statenent on Form S-3 (File No. 33-62395), filed on October 26, 1995..............

Specinen certificate representing Vornado's $3.25 Series A Preferred Shares of Beneficial
Interest, liquidation preference $50.00 per share, no par value - Incorporated by reference to
Exhibit 4.2 of Vornado's Current Report on Form 8-K, dated April 3, 1997 (File No. 001-11954),
filed on April 8, 1007, . . .

Speci nen certificate evidencing Vornado's Series B 8.5% Cunul ative Redeemable Preferred Shares
of Beneficial Interest, |liquidation preference $25.00 per share, no par value - Incorporated
by reference to Exhibit 4.2 of Vornado's Registration Statenent on Form8-A (File No.
001-11954), filed on March 15, 1999. .. . . . . ..t

Speci nen certificate evidencing Vornado's 8.5% Series C Cunul ative Redeemable Preferred Shares
of Beneficial Interest, |liquidation preferences $25.00 per share, no par value - Incorporated
by reference to Exhibit 4.2 of Vornado's Registration Statenment on Form8-A (File No.
001-11954), filed May 19, 1000, . . . . . . it

Indenture and Servicing Agreenent, dated as of March 1, 2000, anong Vornado, LaSal | e Bank
National Association, ABN Anro Bank N.V. and Mdland Loan Services, |Inc. - |Incorporated by
reference to Exhibit 10.48 of Vornado's Annual Report on Form 10-K for the year ended
Decenber 31, 1999 (File No. 1-11954), filed on March 9, 2000........ ... .. ...,

I ndenture, dated as of June 24, 2002, between Vornado Realty L.P. and The Bank of New York, as
Trustee - |Incorporated by reference to Exhibit 4.1 to Vornado Realty L.P.'s Current Report on
Form 8-K dated June 19, 2002 (File No. 000-22685), filed on June 24, 2002......................

* Incorporated by reference.
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10.3

10. 4**

10. 5**

10. 6**

10. 7

10. 8

10.9
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Officer's Certificate pursuant to Sections 102 and 301 of the Indenture, dated June 24, 2002 -
Incorporated by reference to Exhibit 4.2 to Vornado Realty Trust's Quarterly Report on
Form 10-Q for the quarter ended June 30, 2002 (File No. 001-11954), filed on August 7, 2002....

Vornado Realty Trust's 1993 Omibus Share Plan, as anended - Incorporated by reference to
Exhibit 4.1 of Vornado Realty Trust's registration statement on Form S-8 (File No. 331-09159),
filed on July 30, 10996, . . .. ..

Second Anendnent, dated as of June 12, 1997, to Vornado's 1993 Omi bus Share Pl an, as anmended -
Incorporated by reference to Vornado's Registration Statement on Form S-8 (File No. 333-29011)
filed on June 12, 1007, . . . . .

Mast er Agreement and Cuaranty, between Vornado, Inc. and Bradl ees New Jersey, Inc. dated as of
May 1, 1992 - Incorporated by reference to Vornado's Quarterly Report on Form 10-Q for quarter
ended March 31, 1992 (File No. 001-11954), filed May 8, 1992.. ... . . . . ...t

Mort gage, Security Agreenent, Assignnment of Leases and Rents and Fixture Filing dated as of
Novenber 24, 1993 made by each of the entities listed therein, as nortgagors to Vornado
Finance Corp., as nortgagee - Incorporated by reference to Vornado's Current Report on
Form 8- K dated Novenber 24, 1993 (File No. 001-11954), filed December 1, 1993..................

Enpl oyment  Agreenent between Vornado Realty Trust and Joseph Macnow dated January 1, 1998 -
Incorporated by reference to Exhibit 10.7 of Vornado's Quarterly Report on Form 10-Q for the
quarter ended Septenmber 30, 1998 (File No. 001-11954), filed Novenber 12, 1998.................

Enpl oynent  Agreenent between Vornado Realty Trust and M chael D. Fascitelli, dated Decenber 2,
1996 - Incorporated by reference to Vornado's Annual Report on Form 10-K for the year ended
Decenber 31, 1996 (File No. 001-11954), filed March 13, 1997.......... ... ... .. . . ...

Regi stration Rights Agreenment between Vornado, Inc. and Steven Roth, dated Decenber 29, 1992 -
Incorporated by reference to Vornado's Annual Report on Form10-K for the year ended
Decermber 31, 1992 (File No. 001-11954), filed February 16, 1993........ ... . . . . . ...,

Stock Pledge Agreenent between Vornado, Inc. and Steven Roth dated Decenber 29, 1992 -
Incorporated by reference to Vornado's Annual Report on Form10-K for the year ended
Decenber 31, 1992 (File No. 001-11954), filed February 16, 1993......... . . ... @i,

Managenment Agreenent between Interstate Properties and Vornado, |Inc. dated July 13, 1992
-Incorporated by reference to Vornado's Annual Report on Form 10-K for the year ended



Decermber 31, 1992 (File No. 001-11954), filed February 16, 1993......... ... . . . . . . i,

10. 10 -- Real Estate Retention Agreement between Vornado, Inc., Keen Realty Consultants, Inc. and
Al exander's, Inc., dated as of July 20, 1992 - Incorporated by reference to Vornado's Annual
Report on Form 10-K for the year ended Decenber 31, 1992 (File No. 001-11954), filed
February 16, 1008, . . . . .

10. 11 -- Anmendnent to Real Estate Retention Agreenent dated February 6, 1995 - Incorporated by reference
to Vornado's Annual Report on Form 10-K for the year ended Decenber 31, 1994 (File No.
001-11954), filed March 23, 1995, .. . . . .. . ..

I ncorporated by reference.
** Managenent contract or conpensatory plan.
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10. 12 -- Stipulation between Keen Realty Consultants Inc. and Vornado Realty Trust re: Al exander's
Retention Agreenent - Incorporated by reference to Vornado's Annual Report on Form 10-K for
the year ended Decenber 31, 1993 (File No. 001-11954), filed March 24, 1994....................
10. 13 -- Stock Purchase Agreenent, dated February 6, 1995, anpng Vornado Realty Trust and Citibank, N A
Incorporated by reference to Vornado's Current Report on Form 8-K dated February 6, 1995
(File No. 001-11954), filed February 21, 1995, .. . . . e
10. 14 -- Managenent and Devel opment Agreenent, dated as of February 6, 1995 - Incorporated by reference
to Vornado's Current Report on Form 8-K dated February 6, 1995 (File No. 001-11954), filed
February 21, 1005, . .
10. 15 -- Standstill and Corporate Governance Agreenent, dated as of February 6, 1995 - Incorporated by
reference to Vornado's Current Report on Form 8-K dated February 6, 1995 (File No. 001-11954),
filed February 21, 1005, . .. .
10. 16 -- Credit Agreenment, dated as of March 15, 1995, anobng Al exander's Inc., as borrower, and Vornado
Lending Corp., as lender - |Incorporated by reference from Annual Report on Form 10-K for the
year ended Decenber 31, 1994 (File No. 001 - 11954), filed March 23, 1995......................
10. 17 -- Subordination and Intercreditor Agreenent, dated as of March 15, 1995 anpng Vornado Lending
Corp., Vornado Realty Trust and First Fidelity Bank, National Association - Incorporated by
reference to Vornado's Annual Report on Form 10-K for the year ended Decenber 31, 1994
(File No. 001-11954), filed March 23, 1005, . . . . . .. e e
10. 18 -- Form of Interconpany Agreenment between Vornado Realty L.P. and Vornado Operating, Inc.
-Incorporated by reference to Exhibit 10.1 of Amendment No. 1 to Vornado Operating, Inc.'s
Regi stration Statenent on Form S-11 (File No. 333-40701), filed on January 23, 1998............
10. 19 -- Formof Revolving Credit Agreement between Vornado Realty L.P. and Vornado Operating, Inc.,
together with related formof Note - |Incorporated by reference to Exhibit 10.2 of Anmendnent
No. 1 to Vornado Operating, Inc.'s Registration Statement on Form S-11 (File No. 333-40701)....
10. 20 -- Registration Rights Agreenment, dated as of April 15, 1997, between Vornado Realty Trust and the
hol ders of Units listed on Schedule A thereto - Incorporated by reference to Exhibit 10.2 of
Vornado's Current Report on Form 8-K (File No. 001-11954), filed on April 30, 1997.............
10. 21 -- Nonconpetition Agreenment, dated as of April 15, 1997, by and anpbng Vornado Realty Trust, the
Mendi k Conpany, L.P., and Bernard H Mendik - Incorporated by reference to Exhibit 10.3 of
Vornado's Current Report on Form 8-K (File No. 001-11954), filed on April 30, 1997.............
10. 22 --  Enployment Agreenent, dated as of April 15, 1997, by and anpbng Vornado Realty Trust, The Mendik
Conpany, L.P. and David R Greenbaum - Incorporated by reference to Exhibit 10.4 of Vornado's
Current Report on Form 8-K (File No. 001-11954), filed on April 30, 1997.......... ... . ... ...
10. 23 -- Agreenent, dated Septenber 28, 1997, between Atlanta Parent Incorporated, Portland Parent

Incorporated and Crescent Real Estate Equities, Limted Partnership - Incorporated by
reference to Exhibit 99.6 of Vornado's Current Report on Form 8-K (File No. 001-11954), filed
ON OCtober 8, 1007, . . . .

* Incorporated by reference.
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10. 24 -- Contribution Agreenent between Vornado Realty Trust, Vornado Realty L.P. and The Contributors
Signatory - thereto - Merchandise Mart Properties, |Inc. (DE) and Merchandi se Mart Enterprises,
Inc. - Incorporated by reference to Exhibit 10.34 of Vornado's Annual Report on Form 10-K/ A
for the year ended Decenmber 31, 1997 (File No. 001-11954), filed on April 8, 1998..............

10. 25 -- Sale Agreenent executed Novenber 18, 1997, and effective Decenber 19, 1997, between MdCity
Associ ates, a New York partnership, as Seller, and One Penn Plaza LLC, a New York Linited
liability conpany, as purchaser - |Incorporated by reference to Exhibit 10.35 of Vornado's

Annual Report on Form 10-K/ A for the year ended Decenber 31, 1997 (File No. 001-11954), filed
ON AP I 8, 1908, . o

10. 26 -- Credit Agreenment dated as of June 22, 1998 anpng One Penn Pl aza, LLC, as Borrower, The Lenders
Party hereto, The Chase Manhattan Bank, as Admi nistrative Agent - Incorporated by reference to
Exhibit 10 of Vornado's Quarterly Report on Form 10-Q for the quarter ended June 30, 1998
(File No. 001-11954), filed August 13, 1998. . ... ... ...t

10. 27 -- Registration Rights Agreenent, dated as of April 1, 1998, between Vornado and the Unit Hol ders
named herein - Incorporated by reference to Exhibit 10.2 of Anendment No. 1 to Vornado's
Regi stration Statenent on Form S-3 (File No. 333-50095), filed on May 6, 1998..................

10. 28 -- Registration Rights Agreenent, dated as of August 5, 1998, between Vornado and the Unit Hol ders
named therein - Incorporated by reference to Exhibit 10.1 of Vornado's Registration Statenent
on Form S-3 (File No. 333-89667), filed on October 25, 1999....... . . . . . ...

10. 29 -- Registration Rights Agreenent, dated as of July 23, 1998, between Vornado and the Unit Hol ders
naned therein - Incorporated by reference to Exhibit 10.2 of Vornado's Registration Statenent
on Form S-3 (File No. 333-89667), filed on October 25, 1999... ... ... . . . . . . . . i

10. 30 -- Consolidated and Restated Modrtgage, Security Agreenent, Assignment of Leases and Rents and
Fi xture Filing, dated as of March 1, 2000, between Entities nanmed therein (as Mrtgagors) and
Vornado (as Mdrtgagee) - Incorporated by reference to Exhibit 10.47 of Vornado's Annual Report
on Form 10-K for the period ended Decenber 31, 1999 (File No. 001-11954), filed on March 9,
2000, . o
10. 31** --  Enploynment Agreenent, dated January 22, 2000, between Vornado Realty Trust and Melvyn Bl um -

Incorporated by reference to Exhibit 10.49 of Vornado's Annual Report on Form 10-K for the
period ended Decenber 31, 1999 (File No. 001-11954), filed on March 9, 2000....................

10. 32** -- Deferred Stock Agreenent, dated Decenber 29, 2000, between Vornado Realty Trust and Melvyn Bl um

10. 33 -- First Anended and Restated Pronmissory Note of Steven Roth, dated Novenber 16, 1999 -
Incorporated by reference to Exhibit 10.50 of Vornado's Annual Report on Form 10-K for the
period ended Decenber 31, 1999 (File No. 001-11954), filed on March 9, 2000....................

10. 34 -- Letter agreenment, dated Novenmber 16, 1999, between Steven Roth and Vornado Realty Trust -
Incorporated by reference to Exhibit 10.51 of Vornado's Annual Report on Form 10-K for the
period ended Decenber 31, 1999 (File No. 001-11954), filed on March 9, 2000....................

I ncorporated by reference.
** Managenent contract or conpensatory plan.
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10. 35 -- Revolving Credit Agreenment dated as of March 21, 2000 anpbng Vornado Realty L.P., as borrower,
Vornado Realty Trust, as general partner, and UBS AG as Bank - Incorporated by reference to
Vornado's Quarterly Report on Form 10-Q for the quarter ended Mrch 31, 2000 (File No.
001-11954) filed on May 5, 2000. . . . . ...ttt et e

10. 36 -- Agreenent and Plan of Merger, dated as of October 18, 2001, by and anpng Vornado Realty Trust,
Vornado Merger Sub L.P., Charles E. Smith Comercial Realty L.P., Charles E. Smth Commerci al
Realty L.L.C., Robert H Snmith, individually, Robert P. Kogod, individually, and Charles E.
Smith Managenment, |Inc. - Incorporated by reference to Exhibit 2.1 of Vornado Realty Trust's
Current Report on Form 8-K (File No. 001-11954), filed on January 16, 2002.....................

10. 37 -- Registration Rights Agreenment, dated January 1, 2002, between Vornado Realty Trust and the
hol ders of the Units listed on Schedule A thereto - Incorporated by reference to Exhibit 10.1
of Vornado's Current Report on Form8-K (File No. 1-11954), filed on March 18, 2002............

10. 38 -- Registration Rights Agreenent, dated January 1, 2002, between Vornado Realty Trust and the
hol ders of the Units listed on Schedule A thereto - Incorporated by reference to Exhibit 10.2
of Vornado's Current Report on Form8-K (File No. 1-11954), filed on March 18, 2002............

10. 39 -- Tax Reporting and Protection Agreenent, dated Decenber 31, 2001, by and anpong Vornado, Vornado
Realty L.P., Charles E. Smith Commercial Realty L.P. and Charles E. Smith Comrercial Realty

L.L.C. - Incorporated by reference to Exhibit 10.3 of Vornado's Current Report on Form 8-K

(File No. 1-11954), filed on March 18, 2002. . . ... . ...t s

10. 40** -- Enpl oynment Agreenent between Vornado Realty Trust and Mchael D. Fascitelli, dated March 8, 2002
- Incorporated by reference to Exhibit 10.7 to Vornado Realty Trust's Quarterly Report on Form
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10.

10.

10.

10.

41+

42

43+

44

45+

10-Q for the quarter ended March 31, 2002 (File No. 001-11954), filed on May 1, 2002...........

First Anmendnment, dated October 31, 2002, to the Enploynent Agreement between Vornado Realty
Trust and Mchael D. Fascitelli, dated March 8, 2002 - |Incorporated by reference to Exhibit
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First Amendnent, dated June 7, 2002, to the Convertible Units Agreenment between Vornado Realty
Trust and Mchael D. Fascitelli, dated Decenber 2, 1996 - Incorporated by reference to Exhibit
99.3 to Schedule 13D filed by Mchael D. Fascitelli on Novenmber 8, 2002........................

Second Anmendnent, dated October 31, 2002, to the Convertible Units Agreement between Vornado
Realty Trust and M chael D. Fascitelli, dated Decenber 2, 1996 - Incorporated by reference to
Exhibit 99.4 to the Schedule 13D filed by Mchael D. Fascitelli on November 8, 2002............

2002 Units Agreenment between Vornado Realty Trust and Mchael D. Fascitelli, dated March 8, 2002
- Incorporated by reference to Exhibit 99.7 to the Schedule 13D filed by Mchael D. Fascitelli
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First Anmendnment, dated October 31, 2002, to the 2002 Units Agreenment between Vornado Realty
Trust and Mchael D. Fascitelli, dated March 8, 2002 - |Incorporated by reference to
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I ncorporated by reference.

** Managenent

EXH BI T
NO.

10.

10.

10.

10.

10.

10.

10.

10.

10.

10.

46

47

48+

49

50

51

52

53

54

55

contract or conpensatory plan.

-169-

First Anendnment, dated October 31, 2002, to the Registration Agreement between Vornado Realty
Trust and Mchael D. Fascitelli, dated Decenber 2, 1996 - Incorporated by reference to Exhibit
99.9 to the Schedule 13D filed by Mchael D. Fascitelli on November 8, 2002....................

Trust Agreenent between Vornado Realty Trust and Chase Manhattan Bank, dated Decenmber 2, 1996 -
Incorporated by reference to Exhibit 99.10 to the Schedule 13D filed by Mchael D. Fascitelli
on Novemrmber 8, 20002. . . . . . .

First Amendnment, dated Septenber 17, 2002, to the Trust Agreement between Vornado Realty Trust
and Chase Manhattan Bank, dated Decenber 2, 1996 - Incorporated by reference to Exhibit 99.11
to the Schedule 13D filed by Mchael D. Fascitelli on Novenmber 8, 2002.........................

Amended and Restated Credit Agreenment, dated July 3, 2002, between Alexander's Inc. and Vornado
Lending L.L.C. (evidencing a $50,000,000 line of credit facility) - Incorporated by reference
to Exhibit 10(i)(B)(3) of Alexander's Inc.'s quarterly report for the period ended June 30,
2002 (File No. 001-06064), filed on August 7, 2002. ... . ... ...

Credit Agreenent, dated July 3, 2002, between Al exander's and Vornado Lending L.L.C. (evidencing
a $35,000,000 |loan) - Incorporated by reference to Exhibit 10(i)(B)(4) of Alexander's Inc.'s
quarterly report for the period ended June 30, 2002 (File No. 001-06064), filed on August 7,

Guaranty of Conpletion, dated as of July 3, 2002, executed by Vornado Realty L.P. for the
benefit of Bayerische Hypo- and Vereinsbank AG New York Branch, as Agent for the Lenders -
Incorporated by reference to Exhibit 10(i)(C)(5) of Alexander's 1Inc.'s quarterly report for
the period ended June 30, 2002 (File No. 001-06064), filed on August 7, 2002...................

Rei mbur sement  Agreenent, dated as of July 3, 2002, by and between Alexander's, Inc., 731
Commercial LLC, 731 Residential LLC and Vornado Realty L.P. - Incorporated by reference to
Exhibit 10(i)(C)(8) of Alexander's 1Inc.'s quarterly report for the period ended June 30, 2002
(File No. 001-06064), filed on August 7, 2002. .. .. .. . ..ttt

Amrendnment to Real Estate Retention Agreenent, dated as of July 3, 2002, by and between
Al exander's, Inc. and Vornado Realty L.P. - Incorporated by reference to Exhibit 10(i)(E)(3)
of Alexander's |Inc.'s quarterly report for the period ended June 30, 2002 (File No.
001-06064), filed on AuguSst 7, 2002. . . . . . . ittt

59th Street Real Estate Retention Agreenent, dated as of July 3, 2002, by and between Vornado
Realty L.P., 731 Residential LLC and 731 Commercial LLC - Incorporated by reference to Exhibit
10(i)(E)(4) of Alexander's 1Inc.'s quarterly report for the period ended June 30, 2002 (File
No. 001-06064), filed on August 7, 2002. .. . . . ...t

Anended and Restated Managenent and Devel opnment Agreenment, dated as of July 3, 2002, by and
between Al exander's, Inc., the subsidiaries party thereto and Vornado Managenent Corp. -
Incorporated by reference to Exhibit 10(i)(F)(1) of Alexander's |Inc.'s quarterly report for
the period ended June 30, 2002 (File No. 001-06064), filed on August 7, 2002...................

I ncorporated by reference.
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10. 56 -- 59th Street Managenent and Devel opnent Agreenent, dated as of July 3, 2002, by and between 731
Comrerci al LLC and Vornado Managenment Corp. - Incorporated by reference to Exhibit
of Al exander's Inc.'s quarterly report for t he period ended June
(File No. 001-06064), filed on August 7, 2002. ... ... ...t e

10. 57 -- Anendnent dated May 29, 2002, to the Stock Pledge Agreenment between Vornado Realty Trust
Steven Roth dated Decenber 29, 1992 - |Incorporated by reference to Exhibit
Properties' Schedul e 13D dated May 29, 2002 (File No. 005-44144), filed on May 30, 2002

10. 58 -- Vornado Realty Trust's 2002 Omibus Share Plan - Incorporated by reference to
Vornado Registration Statement on Form S-3 (File No. 333-102216) filed Decenber

10. 59** -- First Arended and Restated Promi ssory Note from M chael D Fascitelli to Vornado Realty Trust,
dated Decenber 17, 2001

10. 60** -- Promissory Note from Joseph Macnow to Vornado Realty Trust, dated July 23, 2002

10. 61** -- Anendnent to Enploynent Agreement by and between Vornado Realty Trust and Melvyn H Blum
February 13, 2003

10. 62** -- Anmendnent No. 1 to Deferred Stock Agreenent by and between Vornado Realty Trust and Melvyn H
Bl um dated February 13, 2003

12 -- Consolidated Ratios of Earnings to Fixed Charges and Conbi ned Fi xed Charges and Preferred Share
Di vi dend Requirenents

21 -- Subsidiaries of the Registrant

23 -- Consent of independent auditors

I ncorporated by reference.
** Managenent contract or conpensatory plan.
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EXH BI T 10. 32
DEFERRED STOCK AGREEMENT

AGREEMENT, dated as of Decenber 29, 2000, by and between Vornado
Realty Trust, a Maryland real estate investment trust (the "Conpany") and Melvyn
H. Blum (the "Executive"),

WHEREAS, the Executive and the Conpany desire to enter into an
agreenent setting forth the terns under which the Executive will surrender
certain restricted stock granted to Executive pursuant to the Executive's
enpl oynent agreenent, dated as of January 22, 2000, by and between the Conpany
and the Executive (the "Enploynment Agreenent") in exchange for the Conpany's
promi se to pay himstock in the future as set forth herein;

NOW THEREFORE, in consideration of the nutual covenants contained
herein and other good and val uabl e consideration, the Executive and the Conpany
agree as follows:

1. CANCELLATI ON OF RESTRI CTED STOCK AND PAYMENT OF DEFERRED STOCK. The
Executive hereby surrenders all of his rights, title and interest to the 148,148
shares of the Conpany's common shares of beneficial interest (the "Stock")
granted to the Executive under Section 5(b) of the Enploynment Agreenment. The
Conpany agrees to pay the Executive 148,148 shares of Stock, together wi th such
addi tional anpunts as pronised herein, at such tine or tinmes and subject to the
terns and conditions of this Agreenent.

2. STOCK UNI T ACCOUNT. The Conpany shall credit to a bookkeeping
account (the "Account") maintained by the Conpany for the Executive's benefit
148, 148 stock units, each of which shall be deened to be the equival ent of one

Exhibit 4.2 to



share of Stock (the "Stock Units"). One-fifth of the Stock Units will vest on
January 22, 2001, and an additional one-fifth of the Stock Units shall vest on
each of the next four anniversaries of such date, provided that Executive

remai ns an enpl oyee of the Conpany on each such date. The Executive shall be
fully vested in all of the Stock Units in the event of the termination of his
enpl oynent by the Conpany w t hout Cause or by the Executive for Good Reason (as
such terns are defined in the Enploynment Agreenent).

The Conpany agrees that whenever any dividend is declared on the
Stock, it will pay to the Executive in cash, on the date such dividend is paid,
an amount per vested Stock Unit held in the Account as of the record date for
such dividend equal to the anpunt per share of Stock paid by the Conpany to the
hol ders of record of the Stock.

3. PAYMENT OF THE ACCOUNT. Except as otherw se provided in this
Agreenent, the Conpany shall pay to the Executive on each of January 22, 2003,

January 22, 2004 and January 22, 2005 (each, a "Paynment Date") that nunmber of
shares of Stock which is equal to the nunber of vested Stock Units then credited
to his Account. Notwithstanding the foregoing, upon the Executive's termnation
of enploynment by the Conpany for Cause (as defined in the Enploynment Agreenent)
prior to January 22, 2005, the Conpany shall pay to the Executive that nunber of
shares of Stock which is equal to the number of vested Stock Units credited to
his Account, in a lunp sumwi thin 10 business days follow ng such term nation.

4. FORM OF PAYMENT. Paynments pursuant to the first sentence of Section
3 shall be made by the Conpany in a lunp sumto the Executive as soon as
practicable after the Payment Date, but in no case nore than 10 business days
after the Payment Date. The Executive may elect to change (i) the form of
payment (to a lunp sumor up to 10 equal annual installnments) or (ii) the
Payment Date to a later (but not an earlier) Payment Date, provided that any
such election is made prior to the beginning of the year before the year in
whi ch the Payment Date then in effect would occur.

The Conpany agrees that at no cost to the Executive it will have an
effective registration statement covering the nunber of shares of Stock equal to
the Stock Units credited to his Account no later than January 22, 2003 (either
separately in favor of the Executive, or covering the Executive and ot her
persons) and that it will keep such registration statenent effective until all
such shares (i) have been sold or otherwi se transferred by the Executive, (ii)
cease to becone payable due to the forfeiture of Stock Units as a result of the
Executive's term nation of enploynent or (iii) have becone eligible for sale
pursuant to Rule 144(k) of the Securities Act of 1933 (or any simlar provision
then in force).

5. BENEFI CI ARY. In the event of the Executive's death prior to the
payment with respect to all of the vested Stock Units credited to his Account,
the remai ning paynments shall be made to the | ast beneficiary designated in
witing which is received by the Conpany prior to the Executive's death or, if
no designated beneficiary survives the Executive, such paynents shall be made in
a lunp sumto the Executive's estate.

6. SOURCE OF PAYMENTS. The Executive's right to receive payment under
this Agreenent shall be an unfunded entitlenent and shall be an unsecured claim
agai nst the general assets of the Conpany. The Executive has only the status of
a general unsecured creditor hereunder, and this Agreement constitutes only a
prom se by the Conpany to pay the value of the Account on any required paynment
due. The Conpany may wi thhold from any anounts payable under this Agreenent such
Federal, state and |ocal taxes as shall be required to be withheld pursuant to
any applicable |Iaw or regul ation.

7. NONTRANSFERABI LI TY. This Agreenment shall not be assignable or
transferable by the Executive (otherwi se than by will or the | aws of descent and
distribution) or by the Conpany (other than to successors of the Conpany) and no
anobunts deferred under this Agreement, or any rights therein, shall be subject
in any manner to any anticipation, alienation, sale, transfer, assignnment,
pl edge, encunbrance, levy, lien, attachnent, garnishment, debt or other charge
or disposition of any kind.

8. NO RI GHT TO EMPLOYMENT. Nothing in this Agreement shall confer upon
Executive the right to remain in enploynment with the Conpany.

9. ENTI RE AGREEMENT. Thi s Agreenment and the Enpl oynment Agreenent
contain all the understandings between the parties hereto pertaining to the
matters referred to herein, and supersede all undertakings and agreenents,
whet her oral or in witing, previously entered into by themw th respect
thereto.

10. AMENDMENT OR MODI FI CATI ON; WAI VER. No provision of this Agreenent
may be amended, nodified or waived unless such anendnment or nodification is
agreed to in witing, signed by the Executive and by a duly authorized officer
of the Conpany, and such waiver is set forth in witing and signed by the party



to be charged. No waiver by any party hereto of any breach by another party
hereto of any condition or provision of this Agreement to be performed by such
other party shall be deemed a waiver of a simlar or dissimlar condition or
provision at the same tine, any prior tine or any subsequent tinme.

11. NOTICES. Any notice to be given hereunder shall be in witing and
shal | be deened given when delivered personally, sent by courier or telecopy or
registered or certified mail, postage prepaid, return receipt requested,
addressed to the party concerned at the address indicated below or to such other
address as such party may subsequently give notice of hereunder in witing:

To the Executive:

Mel vyn H. Bl um

One Central Park West
Apt. 27G

New Yor k, New York 10023

To the Conpany:

Vornado Realty Trust

888 Seventh Avenue,

New Yor k, New York 10019
Attention: Corporate Secretary

Any notice delivered personally or by courier under this Section 12
shall be deened given on the date delivered and any notice sent by telecopy or
registered or certified mail, postage prepaid, return receipt requested, shall
be deened given on the date tel ecopied or mail ed.

12. SEVERABILITY. |If any provision of this Agreenent or the
application of any such provision to any party or circunstances shall be
determ ned by any court of conpetent jurisdiction to be invalid and
unenforceabl e to any extent, the remainder of this Agreenent or the application
of such provision to such person or circunstances, other than those to which it
is so determned to be invalid and unenforceable, shall not be affected thereby,
and each provision hereof shall be validated and shall be enforced to the
fullest extent permtted by |aw

13. SUCCESSORS. This Agreenent shall inure to the benefit of and be
bi ndi ng upon each successor of the Conpany, and upon the Executive's
beneficiaries, |legal representatives or estate, as the case may be.

14. SURVI VORSHI P. The respective rights and obligations of the parties
hereunder shall survive any term nation of this Agreement to the extent
necessary to the intended preservation of such rights and obligations.

15. GOVERNING LAW THI' S AGREEMENT W LL BE GOVERNED BY AND CONSTRUED | N
ACCORDANCE W TH THE LAWS OF THE STATE OF NEW YORK, W THOUT REGARD TO I TS
CONFLI CT OF LAW PRI NCI PLES.

16. HEADI NGS. All descriptive headi ngs of sections and paragraphs in
this Agreenent are intended for convenience of reference only, and they form no
part of this Agreement and shall not affect its interpretation.

4
17. COUNTERPARTS. This Agreenment nmay be executed in counterparts, each
of which shall be deemed an original, but all of which together shall constitute

one and the sanme instrunent.

I'N WTNESS WHEREOF, the parties hereto have executed this Agreenment as
of the date first above witten.

VORNADO REALTY TRUST

By: /s/ lrwin Coldberg
Irwi n Gol dberg
/sl Melvyn H Blum

Mel vyn H. Bl um

5

(Back To Top)
Section 3: EX-10.59 (EXHIBIT 10.59)



EXHI BI T 10.59

FI RST AMENDED AND RESTATED PROM SSORY NOTE

U.S. $8, 600, 000 DECEMBER 17, 2001
PARAMUS, NEW JERSEY

VWHEREAS, Vornado Realty Trust (the "Conpany") is the holder of certain
promi ssory notes, dated March 2, 1998, April 30, 1998, Decenber 31, 1998 and
Oct ober 25, 2000 (the "Existing Notes"), nade by M chael D. Fascitelli (the
"Executive");

WHEREAS, the aggregate outstanding principal balance of the Existing
Notes is $8, 600, 000;

WHEREAS, the Conpany and Executive desire to amend and restate the
terns and conditions of the Existing Notes in their entirety, all in the manner
hereinafter set forth, and to replace the Existing Notes with this Note;

NOW THEREFORE, by Executive's execution and delivery, and the
Conpany' s acceptance of delivery from Executive, of this Note, this Note is
deenmed to anend and restate the Existing Notes in their entirety and the
Exi sting Notes are hereby anmended and restated in their entirety so that the
terns, covenants, agreenents, rights, obligations and conditions contained in
this Note shall supersede and control the terms, covenants, agreenents, rights,
obligations and conditions of the Existing Notes, as follows:

1. PROM SE TO PAY, | NTEREST, MATURITY, PAYMENTS

FOR VALUE RECEI VED, Executive, an individual residing at 25 East End
Avenue, New York, New York 10028, hereby pronises to pay to the Conpany, a
Maryl and real estate investment trust, or its order, at its offices located at
210 Route 4 East, Paranus, New Jersey 07652, the principal anmount of EIGHT
M LLI ON SI X HUNDRED THOUSAND DOLLARS ($8, 600, 000. 00). Interest shall accrue on
this Note at the rate of 3.97% per annum from and after the date set forth above
and accrued and unpaid interest shall be due and payable quarterly in arrears on
the tenth day followi ng the payment of the Conpany's regular quarterly dividend
to its stockholders (or if no such dividend is paid, at the end of the then
current cal endar quarter), until the outstanding principal anount of this Note
and all accrued interest hereon shall have been paid in full.

Interest due on this Note shall be calculated on the basis of a
365-day year for the actual nunber of days el apsed during the applicable period.
Any paynent required to be nade hereunder on a day which is not a business day
shall be due and owi ng on the first business day thereafter. The principal
amount hereof and all accrued and unpaid interest hereon shall be due and
payable on the Maturity Date (as defined below). For purposes of this Note, the
term"Maturity Date" shall nean the earliest of (i) the Date of Termi nation (as
defined in that certain Enployment Agreenent, dated as of Decenber 2, 1996, by
and between Executive and the Conpany, as may be anmended fromtinme to tine (the
"Enpl oynment Agreenment")), (ii) Decenmber 31, 2006 or (iii) the date of the final
payment to Executive under the Convertible Units Agreement (as defined in the
Enpl oyment Agreenent). Notwi thstandi ng the foregoing,

under no circunstances shall the Aggregate Principal Amount (as defined bel ow)
exceed an anopunt equal to one-half (1/2) of the sumof (x) product of (1) the
nunmber of outstanding Convertible Units (as defined in the Enpl oynent Agreenent)
and (2) the fair market value (as defined bel ow) of one share of the conmmon
shares of beneficial interest of the Conpany, par value $.04 per share (the
"Conmpany Stock"), (y) the fair nmarket value of 626,566 shares of Conpany Stock
and (z) the total "spread" on all of Executive's outstanding stock options to
purchase Conpany Stock (i.e. the positive difference between the aggregate fair
mar ket val ue of the Conpany Stock underlying all of the Executive's outstanding
stock options to purchase Conpany Stock and the aggregate exercise price of such
options); in the event such Aggregate Principal Amount does exceed such anopunt
for 5 consecutive trading days, the excess shall be due and payable on 5 days'
prior witten notice to Executive by the Conpany. For purposes of this Note, (1)
the term "Aggregate Principal Amount" shall mean, for any date, the aggregate
principal amount outstanding hereunder on such date together with the principal
anount outstanding on such date under each other note nade hereafter by
Executive in favor of the Conpany and (2) the term"fair market value" on any
given date shall mean the average of the high and low trading prices of the
Conpany Stock on such date, as reported on the New York Stock Exchange conposite
tape for such date. Executive shall have the right to prepay all or any portion
of the anpunts evidenced by this Note at any tine without prem umor penalty;
PROVI DED, HOWEVER, such prepaynment shall include all interest accrued and unpaid
hereunder as of the date of such prepaynent.

2. EVENT OF DEFAULT



Failure by Executive to pay any sum due hereunder when due and payabl e
whi ch has not been cured by Executive within 30 days follow ng actual receipt of
witten notice given by the Conpany shall constitute an event of default under
this Note and the Conpany nmy, at its sole option exercised by notice to
Executive, declare the entire outstanding principal balance hereof, together
with all unpaid interest accrued hereon, to be imediately due and payable in
full. Upon the occurrence of an event of default hereunder, the Conpany may
exercise all rights and renedies available to it hereunder or otherw se.

3. PREPAYMENT

Executive shall have the right to prepay all or any portion of the
amounts evi denced by this Note at any tine w thout prem um or penalty; PROVI DED,
HOVWEVER, such prepaynment shall include all interest accrued and unpaid hereunder
as of the date of such prepaynent.

4. ENFORCEMENT EXPENSES

If this Note is collected by |egal proceedings (including proceedings
in the probate or bankruptcy courts) then all costs and expenses of collection
or enforcenent shall be added to the principal of, and be collectible as part
of, this Note.

5. SEPARABI LI TY

In case any one or nore of the provisions of this Note shall be
invalid, illegal or unenforceable in any respect, the validity, legality and
enforceability of the remaining provisions contained herein shall not in any way
be affected or inpaired thereby.

6. GOVERNI NG LAW

THI'S NOTE IS MADE UNDER AND | S TO BE GOVERNED BY AND CONSTRUED I N
ACCORDANCE W TH THE | NTERNAL LAWS OF THE STATE OF NEW YORK, W THOUT REGARD TO
I TS CHO CE- OF- LAW RULES.

7. HEADI NGS

The Section headings in this Note are included herein for convenience
of reference only and shall not constitute a part of this Note for any other
pur pose.

I'N W TNESS WHEREOF, executive has caused this instrument to be duly
executed as of the date and year first above written.

/sl Mchael D. Fascitelli

M chael D. Fascitelli
VORNADO REALTY TRUST

By: /s/ Joseph Macnow

(Back To Top)
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EXH BI T 10. 60
PROM SSORY NOTE

$2, 000, 000. 00 July 23, 2002
Par amus, New Jersey

FOR VALUE RECEI VED, JOSEPH MACNOW (the "EXECUTIVE") promises to pay to
the order of VORNADO REALTY TRUST (the "COWANY"), at its office located at 210
Route 4 East, Paranus, New Jersey 07652, or such other place as designated in
witing by the hol der hereof, the aggregate principal sumof TWO M LLION and
00/ 100 DOLLARS ($2, 000, 000.00) on June 30, 2007 ("MATURITY"), with interest on
the unpaid principal anmount hereof fromthe date hereof until Mturity, payable
quarterly in arrears on the tenth (10th) day followi ng payment of the Conpany's



regular quarterly dividend (or if no dividend is paid, at the end of the
applicabl e cal endar quarter), at a rate per annumequal to 4.65% If the
interest required to be paid under the terns of this Note shall at any tine
exceed the rate of interest which the Conpany is permitted by law to charge in
the State of New Jersey, then the interest rate to be paid hereunder shall be
the maxi numrate permtted by |aw

1. DEFI NI TI ONS

Capitalized terms used but not defined in this Note shall have the
respective meani ngs assigned to such terns in the Letter Agreenment and the Loan
Docurents, as such ternms are defined bel ow.

2. PREPAYMENT

This Note may be prepaid in whole or in part at any tinme wthout
penalty or prem um

3. COLLATERAL

This Note is secured by a letter agreement dated July 23, 2002 (the
"LETTER AGREEMENT"), any Additional Collateral (as defined in the Letter
Agreenent) pledged by Executive and such other security or supporting docunments
as are executed in conjunction with the Letter Agreenent (the "LOAN DOCUMENTS").
The Conpany or any subsequent holder of this Note is entitled to all the
benefits provided for in the Loan Docunents or referred to therein.

4. ENFORCEMENT EXPENSES

In the event Executive fails to pay any anpunts due hereunder when
due, and this Note is collected by |egal proceedings (including proceedings in
the probate or bankruptcy courts) Executive shall pay to the holder thereof, in
addition to such anpunts due, all costs of collection or enforcenent, including
reasonabl e attorneys fees and court costs which shall be added to the principal
of , and be collectible as part of, this Note.

5. WAI VER OF PRESENTMENT, OFFSET, COUNTERCLAI MS, DEFENSES

Executive, on behalf of hinmself and his successors and assigns, hereby
wai ves diligence, presentnent, protest and demand and notice of protest, denmand,
di shonor and nonpaynent of this Note, and expressly agrees that this Note, or
any paynent hereunder, nay be extended fromtine to time and that the hol der
hereof may accept security for this Note or release security for this Note, all
without in any way affecting the liability of Executive hereunder. In addition,
Executive, on behalf of hinself and his successors and assigns, hereby expressly
acknow edges and aggress that he and they shall be unconditionally Iiable for
the repaynment of all amounts due hereunder and, without limting the foregoing,
Executive, on behalf of himself and his successors and assigns, hereby forever
expressly waives any claimor right of offset and any simlar claimor right,
whet her now existing or later acquired and whether granted by contract or by
| aw, agai nst any anmpunts ot herwi se due himor them

6. EVENT OF DEFAULT

Failure by Executive to pay any sum due hereunder when due and payabl e
whi ch has not been cured by Executive within thirty (30) days follow ng actual
receipt of witten notice given by the Conpany, or the occurrence of an event of
default under any of the Loan Docunents, shall constitute an event of default
under this Note and the Conpany may, at its sole option exercised by notice to
Executive, declare the entire outstanding principal balance hereof, together
with all unpaid interest accrued hereon, to be immediately due and payable in
full. Upon the occurrence of an event of default, the Conpany may exercise all
rights and renedies available to it in law or in equity.

7. HEADI NGS

The Section headings in this Note are included herein for conveni ence
of reference only and shall not constitute a part of this Note for any other
pur pose.

8. ENTI RE AGREEMENT

This Note, the Letter Agreenent and the other Loan Documents
constitute the entire agreenent between the Conpany and Executive with respect
to the subject matter hereof and all understandings, oral representations and
agreenments heretofore or sinultaneously had anong the parties with respect to
the transaction governed by the Loan Docunents are nmerged in, and are contai ned
in, such docunents and instrunents.

9. GOVERNI NG LAW AND CONSENT TO JURI SDI CTI ON

THI'S NOTE AND THE OBLI GATI ONS ARI SI NG HEREUNDER SHALL BE GOVERNED BY,
AND CONSTRUED | N ACCORDANCE W TH, THE LAWS OF THE STATE OF NEW JERSEY, W THOUT
REGARD TO THAT STATE' S RULES GOVERNI NG CONFLI CTS OF LAWS. THE PARTI ES HERETO

_2-



HEREBY SUBM T TO JURI SDI CTI ON AND TO LAYI NG VENUE | N THE COUNTY OF BERGEN, STATE
OF NEW JERSEY.

10. WAIVER OF JURY TRI AL

The parties hereby agree not to elect a trial by jury of any issue
triable of right by jury, and waive any right to trial by jury fully to the
extent that any such right shall now or hereinafter exist with regard to this
Note, or any claim counterclaimor other action arising in connection herewith
or therewith. This waiver of right of trial by jury is given know ngly and
voluntarily by each of the Conpany and Executive, and is intended to enconpass
individually each instance and issue as to which the right to a trial by jury
woul d otherwi se accrue. Each party is hereby authorized to file a copy of this
paragraph in any proceedi ng as conclusive evidence of this waiver by the other

party.
11. SEPARABILITY

In any case any provision herein shall be deenmed to be invalid,
illegal or unenforceable, the validity, legality and enforceability of the
remai ni ng provisions shall not in any way be affected or inpaired thereby.

[ REMAI NDER OF PAGE | NTENTI ONALLY LEFT BLANK]
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I'N W TNESS WHEREOF, the Executive has caused this Note to be duly

executed as of the date written above.

JOSEPH MACNOW

/sl Joseph Macnow

State of New Jersey }

Count of Bergen }

On the 23rd day of July, in the year 2002 before me, the undersigned,
a Notary Public in for said State personally appeared Joseph Macnow personal |y
known to me or proved to me on the basis of satisfactory evidence to be the
i ndi vi dual whose nanme is subscribed to the within instrunent and acknow edged to
me that he executed the same in his capacity, and that by his signature on the
instrunent, the individual or the person upon behalf of which the individual
acted, executed this instrunent.

/'s/ Deborah Ant hony

Notary Public

- 4-
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EXHI BI T 10.61

AMENDVENT TO
EMPLOYMENT AGREEMENT

AMENDMENT, dated as of February 13, 2003, by and between Vornado
Realty Trust, a Maryland real estate investment trust (the "Conpany") and Melvyn
H. Blum (the "Executive").

WHEREAS, the Executive and the Conpany entered into an enpl oynment
agreenent as of January 24, 2000 (the "Enpl oyment Agreenment");

WHEREAS, Section 14 of the Enpl oyment Agreenent provides that the
Conpany and the Executive may anend the Enpl oynent Agreenent at any tine;

WHEREAS, the Conpany and the Executive deemit necessary to anend the
Enpl oyment Agreenent;

NOW THEREFORE, the parties agree that the Enploynent Agreenent is
anended as follows, effective as of January 1, 2003:



1. Section 5(a) is amended by deleting the | ast sentence thereof and
substituting the follow ng:

Enpl oyee will be eligible for grants of share options and
restricted stock on the same basis as other executive officers
of Enpl oyer of conparable seniority. For the avoidance of
doubt, the Executive hereby waives any rights to grants of
share options from Enployer in fiscal years of the Enployer
ending prior to January 1, 2003. The foregoing shall have no
effect on share options previously granted to the Executive by
the Enployer in fiscal years ending prior to January 1, 2003.

2. Clause (a) of the first sentence of Section 8 is amended in its
entirety as follows:

(a) during the Period of Enploynent and the twelve (12) nonth
period followi ng his term nation of enploynent for any reason
ot her than pursuant to Section 7(c) hereof, Enployee will not
engage in any business otherw se conpetitive with that of

Enpl oyer or any of its subsidiaries in the States of New
Jersey, New York, Pennsylvania, Maryland, Massachusetts and
Connecticut; provided that during the twelve (12) nonth period
followi ng a term nation of enploynment which occurs after the
expiration of the Period of Enploynment as a result of any
nonext ensi on of the Period of Enployment, the prohibition
contained in this clause (a) shall be linmted to the Enpl oyee's
engaging in any way, directly or

indirectly, in the financing, acquisition, construction,
reconstruction, devel opnent, redevel opment or renovation of
any conmercial office real estate property located within a
five block radius fromthe intersection of Fifty-ninth
Street and Lexi ngton Avenue in the borough of Manhattan in
New York City, or any inprovenents thereon on behal f of any
public or non-public conpany; and

3. The first sentence of Section 7(g)(ii) is amended in its entirety
as follows:

In the event of a termi nation of the Period of Enploynent
and Enpl oyee's enpl oynent pursuant to Section 7(a) or 7(d)
hereof, Enpl oyee shall be fully vested in all share options
and restricted stock granted to the Enpl oyee by the

Enpl oyer.

I'N WTNESS WHEREOF, the parties hereto have executed this Agreenent as
of the first date above witten.

VORNADO REALTY TRUST

By: /s/ Joseph Macnow

Nanme: Joseph Macnow
Title: Executive Vice President

/'s/ Melvyn H. Blum

Mel vyn H. Bl um

(Back To Top)
Section 6: EX-10.62 (EXHIBIT 10.62)

EXH BI T 10. 62

AMENDMENT NO. 1 TO
DEFERRED STOCK AGREEMENT

AMENDMVENT NO. 1, dated as of February 13, 2003, by and between Vornado
Realty Trust, a Maryland real estate investnent trust (the "Conpany") and Mel vyn
H. Blum (the "Executive").

WHEREAS, the Executive and the Conpany entered into a deferred stock
agreenent, dated as of Decenber 29, 2000 (the "Deferred Stock Agreenent")
wherein the parties set forth the terms under which the Conpany pronised to pay
the Executive common shares of the Conpany on certain dates as set forth
t herein;



WHEREAS, the Executive subsequently deferred his right to receive the
payment originally due on January 22, 2003 under Section 3 of the Deferred Stock
Agr eenent ;

WHEREAS, Section 10 of the Deferred Stock Agreement provides that the
Conpany and the Executive may anmend the Deferred Stock Agreenent at any tine;

WHEREAS, the Conpany and the Executive deemit necessary to anend the
Def erred Stock Agreenent;

NOW THEREFORE, the parties agree that the Deferred Stock Agreenent is
anended in the follow ng respects, effective as of January 22, 2003:

1. The second sentence of Section 2 is hereby deleted and repl aced
inits entirety with the follow ng:

One fifth of the Stock Units will vest on each of the follow ng
dates: January 22, 2001, January 22, 2002, January 22, 2003, January
2, 2004 (or, if such date is not a business day, on the next
occurring business day) and January 2, 2005 (or, if such date is not
a business day, on the next occurring business day).

2. Section 3 is hereby deleted and replaced in its entirety with the
foll ow ng:

PAYMENT OF THE ACCOUNT. As of February 13, 2003, the Conpany shall

pay to the Executive, within two (2) business days, that amount in

cash equal to the number of shares of Stock equal to the nunber of

vested Stock Units then credited to the Executive's Account

mul tiplied by the average of the high and |l ow prices of a share of

Stock as reported on the New York Stock Exchange consolidated broad
tape on February 12, 2003 ($33.98). Except as otherw se provided in
this Agreenent, on each of January 2, 2004 (or, if such date is not
a business day, on the next occurring business

day) and January 2, 2005 (or, if such date is not a business day, on
the next occurring business day) (each, a "Paynment Date"), the
Conpany shall pay to Executive that nunber of shares of Stock which
is equal to the number of vested Stock Units then credited to his
Account. Notwi thstanding the foregoing, upon the Executive's

term nation of enployment by the Conpany for Cause (as defined in
the Enpl oynent Agreenent) prior to January 2, 2005 (or, if such date
is not a business day, prior to the next occurring business day),
the Conpany shall pay to the Executive that nunmber of shares of
Stock which is equal to the nunmber of vested Stock Units credited to
his Account, in a lunp sumw thin 10 business days follow ng such
term nation.

3. Section 4 of the Deferred Stock Agreement is hereby del eted and
replaced in its entirety with the follow ng:

FORM OF PAYMENT. Paynents pursuant to the second sentence of Section
3 shall be made by the Conpany in a lunp sumto the Executive as
soon as practicable after the Payment Date, but in no case nore than
10 busi ness days after the Paynment Date. The Executive nmay elect to
change the form of paynent (to a lunmp sumor up to 10 equal annual
install ments), PROVIDED THAT any such election is made prior to the
begi nning of the year before the year in which the Paynment Date then
in effect would occur.

The Conpany agrees it will register under the Securities Act of 1933
those shares of Stock defined in Annex A hereto as Vornado

Regi strabl e Securities on those terns and conditions set forth in
Annex A hereto.

I'N W TNESS WHEREOF, the parties hereto have executed this Agreenent as
of the first date above witten.

VORNADO REALTY TRUST

By: /sl Joseph Macnow

Name: Joseph Macnow
Title: Executive Vice President

/'s/ Melvyn H. Blum

Mel vyn H. Bl um

Annex A

Regi stration Under the Securities Act



REG STRATI ON FOR VORNADO REG STRABLE SECURI TI ES UNDERLYI NG DEFERRED UNI TS.
The Conpany agrees to file a registration statement on either Form S-3 or
Form S-8 providing for the registration of, and the sale on a continuous or
del ayed basis by the Executive in accordance with the nethods of
distribution specified by and consistent with the ternms and provisions
hereof, of Vornado Registrable Securities pursuant to Rule 415 under the
Securities Act of 1933, as anended (the "Securities Act"), and/or any
simlar rule that nay be adopted by the Securities and Exchange Conmi ssion
(the "Conmission"), and, if applicable, to use its comercially reasonable
efforts to cause such registration statement to be declared effective by
the Commi ssion under the Securities Act not later than January 2, 2004, or
if not a business day, the first business day thereafter.

REG STRATI ON PROCEDURES. I n connection with the registration statenent
contenpl ated hereby, the follow ng provisions shall apply:

(a) The Conpany shall furnish to the Executive, prior to the filing thereof
with the Conmi ssion, a copy of such registration statement, and each
amendnent thereto and each amendnment or supplenent, if any, to the
prospectus rel ated thereto.

(b) The Conpany shall take such action as may be necessary so that (i) such
registration statement and any anendnment thereto and any rel ated prospectus
(and any anmendnent or suppl enent to such prospectus) (and each report or

ot her docunent incorporated therein by reference in each case) conplies in
all material respects with the Securities Act and the Securities Exchange
Act of 1934, as anended (the "Exchange Act"), and the respective rules and
regul ations thereunder, (ii) such registration statement and any anmendment
thereto do not, when it becones effective, contain an untrue statenment of a
material fact or omt to state a material fact required to be stated
therein or necessary to make the statenments therein not m sleading and
(iii) such prospectus forming part of the registration statenent

contenpl ated hereby, and any anendnment or supplenent to such prospectus,
does not include an untrue statement of a material fact or onmt to state a
material fact necessary in order to make the statenments, in the light of
the circunstances under which they were made, not m sl eading.

(c) The Conpany shall advise the Executive:

(i) when such registration statement and any anendnment thereto has
been filed with the Conmi ssion and when such registration statenment or
any

post-effective anendnent thereto has becone effective;

(ii) of any request by the Conmission for anendnents or supplenents to
such registration statement or the prospectus related thereto or for
addi tional information;

(iii) of the issuance by the Conmi ssion of any stop order suspending
ef fectiveness of such registration statement or the initiation of any
proceedi ngs for that purpose; and

(iv) of the receipt by the Conpany of any notification with respect to
the suspension of the qualification of the securities included in such
registration statenent for sale in any jurisdiction or the initiation
of any proceeding for such purpose.

(d) The Conpany shall use its comercially reasonable efforts to prevent
the issuance, and if issued to obtain the withdrawal, of any order
suspending the effectiveness of such registration statement at the earliest
possi bl e tine.

(e) The Conpany shall furnish to the Executive, wi thout charge, as many
copies of the prospectus related to such registration statement and any
amendnent or suppl ement thereto as the Executive may reasonably request;
and the Conpany consents to the use of the prospectus and any anendnent or
suppl ement thereto by the Executive in connection with the offering and
sal e of the Vornado Registrable Securities covered by the prospectus and
any anendment or supplenent thereto until the earlier of such tine that (1)
such prospectus and any anmendnent or suppl ement thereto does not neet the
requirements set forth in Section 2(b)(iii) above and (2) the Vornado
Securities so covered cease be Vornado Registrable Securities.

(f) The Executive shall notify the Conmpany in witing of his intention to
sell securities registered pursuant to any registration statement filed
pursuant to Paragraph 1 above not |ess than 10 business days prior to the
proposed Trade Date of any such sale. "Trade Date" shall mean the date the
Executive enters into any underwiting, agency or other purchase agreenent
or understanding for the sale of, or otherw se agrees to sell, securities
regi stered pursuant to such registration statement. No such notification
shal |l obligate the Executive to consunmate any such sale.

(g) The Conpany shall use its comrercially reasonably efforts to take all
ot her steps necessary to effect the registration of the Vornado Registrable



Securities covered by such registration statenent contenplated hereby

EXPENSES. The Conpany agrees to pay all Vornado Regi stration Expenses in
connection with any registration pursuant to Paragraph 1 above

| NDEMNI FI CATI ON.

(a) Upon the registration of the Vornado Registrable Securities pursuant to
the registration statement filed as contenpl ated by Paragraph 1 hereof, the
Conpany shall, and it hereby agrees to, indemify and hold harm ess the
Executive against any |osses, clains, damages or liabilities to which the
Executive may becone subject under the Securities Act or otherw se, insofar
as such | osses, clains, damages or liabilities (or actions (pending or
threatened) in respect thereof) arise out of or are based upon an untrue
statenent or alleged untrue statenment of a material fact contained in such
registration statement under which such Vornado Registrable Securities were
regi stered under the Securities Act, or any prospectus related thereto or
furni shed by the Conpany to the Executive, or any amendnent or suppl enment
thereto, or arise out of or are based upon the om ssion or alleged om ssion
to state therein a material fact required to be stated therein or necessary
to make the statenments therein not msleading, and the Conpany shall, and
it hereby agrees to, reinburse the Executive for any |egal or other
expenses reasonably incurred by himin connection with investigating or

def endi ng any such action or claim PROVIDED, HOWNEVER, that the Conpany
shall not be liable to the Executive in any such case to the extent that
any such loss, claim damage or liability arises out of or is based upon an
untrue statenment or alleged untrue statenment or om ssion or alleged

om ssion nmade in such registration statenent or prospectus, or amendnent or
suppl enent, in reliance upon and in conformty with any witten information
(including without limtation, any questionnaire) furnished to the Conpany
by the Executive expressly for use therein

(b) The Conpany may require, as a condition to filing the registration
statenent contenpl ated by Paragraph 1 hereof, that the Conpany shall have
received an undertaking reasonably satisfactory to it fromthe Executive to
(i) indemify and hold harm ess the Conpany, its directors, officers who
sign such registration statenent, each person, if any, who controls the
Conpany w thin the nmeaning of either Section 15 of the Securities Act or
Section 20 of the Exchange Act, and any other holder of Stock that is
included in such registration statenment against any |osses, clains, dammges
or liabilities to which the Conpany or such other persons may becone

subj ect, under the Securities Act or otherw se, insofar as such | osses
clains, damages or liabilities (or actions in respect thereof) arise out of
or are based upon an untrue statenent or alleged untrue statenment of a

mat erial fact contained in such registration statement, or any prospectus
related thereto or furnished by the Conpany to any such hol der or
underwriter, or any amendnent or supplenent thereto, or arise out of or are
based upon the om ssion or alleged om ssion to state therein a nateria

fact required to be stated therein or necessary to neke the statenents
therein not nisleading, in each case to the extent, but only to the extent
that such untrue statement or alleged untrue statement or om ssion or

al | eged omi ssion was nade in reliance upon and in conformty with witten
information furnished in witing to the Conpany by the Executive expressly
for use therein (including, without linitation, any questionnaire), and
(ii) reinburse

the Conmpany for any |egal or other expenses reasonably incurred by the
Conpany in connection with investigating or defending any such action or
claim

(c) Promptly after receipt by an indemified party under Paragraph 4(a) or
(b) above of witten notice of the commencenent of any action, such
indemified party shall, if a claimin respect thereof is to be nade

agai nst an indemifying party pursuant to the indemification provisions of
or contenplated by this Paragraph 4, notify such indemifying party in
witing of the cormmencenent of such action; but the omission to so notify
the indemifying party shall not relieve such indemifying party from any
liability which it may have to any indemified party other than under the
indemi fication provisions of or contenplated by Paragraph 4(a) or (b)
above, and then only to the extent that the indemifying party is actually
prejudi ced thereby. In case any such action shall be brought against any
indemified party and it shall notify an indemifying party of the
commencenment thereof, such indemifying party shall be entitled to
participate therein and (unless the indemified party reasonably concl udes
that such representation would involve a conflict of interest), to the
extent that it shall wish, jointly with any other indemifying party
simlarly notified, to assune the defense thereof, w th counse
satisfactory to such indemified party (who shall not, except with the
consent of the indemified party, be counsel to the indemifying party)
and, after notice fromthe indemifying party to such indemified party of
its election so to assune the defense thereof, such indemifying party
shall not be liable to such indemified party for any |egal expenses of

ot her counsel or any other expenses, in each case subsequently incurred by
such indemified party, in connection with the defense thereof other than



reasonabl e costs of investigation. No indemifying party shall, without the
witten consent of the indemified party, effect the settlenent or

conpromi se of, or consent to the entry of any judgment with respect to, any
pending or threatened action or claimin respect of which indemification
or contribution may be sought hereunder (whether or not the indemified
party is an actual or potential party to such action or claim unless such
settlenment, conprom se or judgnent (i) includes an unconditional release of
the indemified party fromall liability arising out of such action or
claimand (ii) does not include a statenent as to, or an adm ssion of,
fault, culpability or a failure to act, by or on behalf of any indemified
party. An indemifying party will not be liable for any settlenment of any
action or claimeffected without its witten consent.

5. DEFI NI TI ONS.

(a) "Vornado Registrable Securities" shall mean the 59,259 shares of Stock,
and any securities into which such shares of Stock are exchanged or
reclassified, to be paid to the Executive in respect of Stock Units
pursuant to this agreenent, as amended by Amendnent No. 1; PROVI DED THAT
such shares of Stock shall cease to be Vornado Registrable Securities when
such shares of Stock (i) have been sold or otherwi se transferred by the
Executive, whether pursuant to an effective

registration statement or otherwise, (ii) cease to beconme payable due to
the forfeiture of Stock Units as a result of the Executive's termnation of
enpl oynent or (iii) have becone eligible for sale pursuant to Rule 144(k)
(or any simlar provision then in force) under the Securities Act.

(b) "Vornado Registration Expenses" neans all expenses incident to the
Conpany' s performance of or conpliance with its obligations hereunder,
including without limtation, (i) all Conmi ssion registration and filing
fees and expenses, (ii) internal expenses (including, without limtation,
all salaries and expenses of the Conpany officers and enpl oyees perforning
| egal or accounting duties) and (iii) fees, disbursements and expenses of
counsel of the Conpany and the reasonable fees, disbursenent and expenses
of counsel of the Executive. Notw thstanding the foregoing, the Executive
shall pay all agency fees and conmi ssions and underwiting discounts and
commi ssions, if any, attributable to the sale of such Vornado Regi stered
Securities and the fees and di sbursenments of any counsel or other advisors
or experts retained by the Executive not otherw se paid by the Conpany
pursuant to Paragraph (b)(iii) hereof.

6. SUSPENSI ON. Not wi t hst andi ng anyt hi ng contai ned herein, the Conpany nmay
delay the filing of any such registration statenent or amendnent or
suppl enent thereto if the Conpany in good faith has a valid business reason
for such delay, including without limtation, (i) that the filing of such
registration statenment or amendnent or supplement thereto would require the
Conpany to include therein material information that has not theretofore
been made public and which the Conpany is not then prepared to disclose or
(ii) that the offering and sale of Vornado Registrable Securities by the
Executive at such time will adversely affect any offering by the Conpany of
its securities then contenplated or pending.

(Back To Top)
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EXH BIT 12
VORNADO REALTY TRUST
CONSOLI DATED RATI OS OF EARNI NGS TO FI XED CHARGES AND COVBI NED

FI XED CHARGES AND PREFERRED SHARE DI VI DEND
REQUI REMENTS

DECEMBER 31,
2002 2001 2000 1999 1998
EARNI NGS:
Net income applicable to comon sharehol ders $ 209, 736 $ 227,233 $ 195, 301 $ 169, 081 $ 131, 164
Mnority interest not reflected in fixed
charges bel ow 44, 462 19, 021 16, 668 14,428 3,732

Equity in inconme fromcertain
partially owned entities in excess



of distributions
Fi xed Charges

Ear ni ngs

FI XED CHARGES:

Interest and debt expense

Capitalized interest

Preferred stock dividends

Preferred unit distributions reflected
in mnority interest

1/3 of rent expense--interest factor

Total Fixed Charges

Rati o of Earnings to Fixed Charges

Rent Expense

(Back To Top)
Section 8: EX-21 (EXHIBIT 21)

VORNADO REALTY
SUBSI DI ARI ES OF THE

NAME OF SUBSI DI ARY

14

150
174
20

20

201
201
330
350
40

40

40

401
401
401
401
401
401
401
527
689

715
770
825
825
866
888
909
909
909
909
968
969
All

All

Ane
Anme
Ane
Amh
Arh
Arb

.C
7 West 34th Street, L.L.
L.
L.

West 64th Street Corporation
East 58th Street, L.L.C

0 Broadway Associates, L.P.

Broad Conpany, L.L.C.

Broad Lender, L.L.C
East 66th Street Corp.
East 66th Street, L.L.C
Madi son Conpany, L.L.C.
North Orleans, L.L.C

-- (28, 360) (19, 757)
371, 210 319, 624 312,021
$ 625, 400 $ 537,518 $ 504, 233
$ 239,525 $ 173,076 $ 170,273
6,677 11,557 12, 269
23, 167 36, 505 38, 690
96, 122 93, 342 85, 706
5,719 5, 144 5,083
$ 371,210 $ 319, 624 $ 312,021
1.68 1.68 1.62
$ 17,157 $ 15,433 $ 15,248
EXHI BIT 21
TRUST
REGI STRANT

East 14 Realty Associ ates General Partnership

East 14 Realty Associates, L.L.C
Fulton Street, L.L.C
Commercial Son, L.L.C.
Commercial, L.P.
General Partner, L.L.C
Hot el General Partner, L.L.C.
Hotel REIT, L.L.C
Hotel TRS, Inc.
Hotel, L.P.
West Kinzie, L.L.C
Fifth Avenue, L.L

Lexi ngton Avenue, C.
Broadway Conpany, C.
Seventh Avenue Hol di ng Corporation
Seventh Avenue Hol ding, L.L.C
U N Plaza Associates, L.L.C
Seventh Avenue, L.L.C
Third Avenue Assignee, L.L.C
Third Conpany, L.P.
Third GP, L.L.C
Third Mortgage Hol der, L.L.C.
Third, L.L.C
Third Avenue, L.L.C

entown VF, L.L.C.

entown VF, L.P.

ri Col d Corporation

ri Cold Real Estate, L.P.

ri Cold Realty, Inc.

erst Il VF, L.L.C

erst VF, L.L.C

or Property, L.P.

C.
L.
L.

(16, 391) (983)

227, 459 152, 217

$ 394,577 $ 286, 130

$ 141, 683 $ 114, 686

7,012 1, 410

33,438 21, 690

40,570 12, 452

4,756 1,979

$ 227, 459 $ 152,217

1.73 1.88

$ 14,268 $ 5,937
STATE OF

ORGANI ZATI ON

New
New

Yor k
Yor k

Del awar e

New
New
New
New
New

Yor k
Yor k
Yor k
Yor k
Yor k

Del awar e

New
New
New
New
New
New
New

Yor k
Yor k
Yor k
Yor k
Yor k
Yor k
Yor k

Del awar e
Del awar e

New
Il
New
New
New
New
New
New
New

Yor k
noi s
Yor k
Yor k
Yor k
Yor k
Yor k
Yor k
Yor k

Del awar e

New
New

Yor k
Yor k

Del awar e
Del awar e

New
New

Yor k
Yor k

Pennsyl vani a
Pennsyl vani a
Oregon
Del awar e
Del awar e

New
New

Yor k
Yor k

Del awar e



Atlantic

City Hol ding,

B&B Par k Avenue, L.P.
Bensal em Hol di ng Conpany,
Bensal em Hol di ng Conpany,

NAME OF SUBSI DI ARY

Bensal em VF, L.P.

Bet hl ehem Hol di ng Conpany, L
Bet hl ehem Hol di ng Conpany,
Bet hl ehem Properties Hol di
Bet hl ehem Properties Hol di

Bet hl ehem VF, L.L.C.
Bet hl ehem VF, L.P.

BMS Faci |

Bor dent own 11

ities Goup, L.
VF, L.L.C

Bordentown VF, L.L.C.

Bri ckt own
Bri dgel an
Br oomal |
Br oomal |

VF, L.L.C
d Warehouses,
VF, L.L.C
VF, L.P.

L.

L

L.

L.

L.
L.

C.

L.
P.

L

C

C

L.P.

ng Conpany,
ng Conpany,

.C

L.C

Bui | di ng Mai nt enance Servi ce,

Canadi an

Craftshow LTD.

Carmar Freezers Russellville,
Carmar Freezers-Thomasville,

Carmar G
Carmar |In
CESC 1101
CESC 1101
CESC 1101
CESC 1140
CESC 1140
CESC 1140
CESC 1150
CESC 1150
CESC 1150
CESC 1730
CESC 1750

CESC Cons
CESC Crys
CESC Crys
CESC Crys
CESC Crys
CESC Di st
CESC Down

oup, L.L.C
dustries, L.L.

C.

L.

L.L.C

L.L.C
L.C

L.
L.

L.
P.

17th Street Limted Partnership
17th Street Manager,
L.L.C

17th Street,

Connecticut Avenue Linited Partnership

L.L.C

Connecti cut Avenue Manager,
Connecti cut Avenue,
17th Street Linmted Partnership
17th Street Manager,
L.L.C
M Street, L.L.C
Pennsyl vani a Avenue,
CESC Commer ce Executive Park,
I nc.
tal Cty Holding L.L.C.
tal City Land L.L.C
tal Square Four,

17th Street,

truction TRS,

tal/Rosslyn, L

rict Hol dings,

town Menber, L.
CESC Fairfax Square Manager

CESC Five Skyline Place,

Skyline Pl ace,
way Four L.L.C.
way One, L.L.C

CESC Four
CESC Gate
CESC Gate

CESC Gateway Two Limted Partnership

CESC Gateway Two Manager,
CESC Gat eway/ Square Menber,
way/ Square, L.L.C.

CESC Gate
CESC Mal |
CESC Mal |
CESC One
CESC One
CESC One
CESC One
CESC One

Land, L.L.C.
, L.L.C

L.

L

.C
L.
C.

L.
L.

L.

C.

, L.
L.C
L.C

L.L.C

L.L.C

L.L.C

L.L.C

C.

L.C

L.L.C

L.

L.C

Court house Pl aza Hol di ngs,

Court house Pl aza,

Denocracy Manager,
Denocracy Pl aza,

Skyline Pl ace,

NAME OF SUBSI DI ARY

CESC One
CESC Par k
CESC Par k
CESC Par k
CESC Par k
CESC Par k
CESC Par k
CESC Par k

Skyl i ne Tower,

L

L.

L.
L.

L

Five Land, L.L.C.

Fi ve Manager,

L.

L.

Four Land, L.L.C

Four Manager,

L.

L.

One Land, L.L.C
L.C

One Manager,

Three Land, L.

L.

L.

C.

L.
P.
C.

.C

C.

C.

L.L.C

L.C

L.

C

L.L.C

L.

C.

New Jer sey
Del awar e
Pennsyl vani a
Pennsyl vani a

STATE OF
ORGANI ZATI ON

Pennsyl vani
Pennsyl vani
Pennsyl vani
Pennsyl vani
Pennsyl vani
Pennsyl vani
Pennsyl vani
Pennsyl vani
Del awar e
New Jer sey
New Jer sey
New Jer sey
New Jer sey
Pennsyl vani a
Pennsyl vani a
Del awar e
Canada
Del awar e
M ssouri
Del awar e
Del awar e
Maryl and
Del awar e
Del awar e
Di strict of Colunbia
Del awar e
Del awar e
Di strict of Colunbia
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Virginia
Del awar e
Virginia
Virginia
Del awar e
Del awar e
Virginia
Virginia
Del awar e
Del awar e
Del awar e
Mar yl and
Del awar e

LoD

STATE OF
ORGANI ZATI ON

Del awar e
Del awar e
Virginia
Del awar e
Virginia
Del awar e
Del awar e
Del awar e



CESC Park Three Manager, L.L.C.

CESC Park Two , L.L.C

CESC Park Two Land, L.L.C

CESC Park Two Manager L.L.C.

CESC Pl aza Limited Partnership

CESC Pl aza Manger, L.L.C.

CESC Pl aza Parking, L.L.C

CESC Realty Park Five, L.L.C

CESC Realty Park Three, L.L.C

CESC Reston Executive Center, L.L.C
CESC Seven Skyline Place, L.L.C
CESC Six Skyline Place, L.L.C

CESC Square Four L.L.C

CESC Square Four Land L.L.C.

CESC Square Land, L.L.C

CESC Square, L.L.C

CESC Three Skyline Place, L.L.C
CESC Two Courthouse Plaza Limted Partnership
CESC Two Court house Plaza Manager, L.L.C.
CESC Two Skyline Place, L.L.C

CESC Tysons Dulles Plaza, L.L.C

CESC Water Park, L.L.C

Charles E. Smith Commercial Realty, L.P.
Charles E. Snmith Real Estate Services, L.P.
Cherry Hill VF, L.L.C

Chi copee Hol ding, L.L.C

Conrans VF, L.L.C

Cunber| and Holding, L.L.C

Dar by Devel opnent Corp.

Delran VF, L.L.C

Desi gn Center Owner - DC, L.L.C.

Dover VF, L.L.C

DSAC, L.L.C

Dundal k, L.L.C.

Dur ham Leasing, L.L.C.

East Brunswi ck VF, L.L.C

Eat ont own Monnmouth Mall (Juni or Mezz),
Eat ont own Monnmouth Mall (Senior Mezz),
Eat ont owmn Monnmouth Mall, L.L.C

El even Penn Plaza, L.L.C.

Fai rfax Square Partners

Fifth Crystal Park Associates Limted Partnership
First Crystal Park Associates Linmted Partnership
Fourth Crystal Park Associates Limted Partnership
Freeport VF, L.L.C

Ful l er Madison, L.L.C

Gal | ery Market Hol di ng Conpany,

L.L.C
Gal | ery Market Hol di ng Conpany, L.P.

NAME OF SUBSI DI ARY

Gal l ery Market Properties Hol di ng Conpany, C.
Gal | ery Market Properties Hol di ng Conpany,
Gen Burnie VF, L.L.C

d enolden VF, L.L.C

d enol den VF, L.P.

Graybar Building, L.L.C

Green Acres Mall, L.L.C

Guard Managenent Service Corp.

Guillford Associates, L.L.C

Hackensack VF, L.L.C.

Hagerstown VF, L.L.C.

Hanover Holding, L.L.C

Hanover |ndustries, L.L.C

Hanover Leasing, L.L.C

Hanover Public Warehousing, L.L.C

Hanover VF, L.L.C
Henrietta Holding, L.L.
Inland Quarries, L.L.C
Interior Design Show, Inc.
Jersey City VF, L.L.C

Kearny Hol ding VF, L.L.C
Kearny Leasing VF, L.L.C

L.A. Mart Properties, L.L.C
Lancaster Leasing Conpany, L.L.
Lancaster Leasing Conpany, L.P.
Landt horp Enterprises, L.L.C
Lawnside VF, L.L.C.

Lewisville TC, L.L.C.

Littleton Holding, L.L.C

Lodi Il VF, L.L.C

L. L.
L.P.

C

C.

Virginia
Del awar e
Del awar e
Virginia
Virginia
Virginia
Del awar e
Virginia
Virginia
Del awar e
Del awar e
Del awar e
Virginia
Del awar e
Del awar e
Virginia
Del awar e
Virginia
Del awar e
Del awar e
Del awar e
Virginia
Del awar e
Virginia
New Jer sey
Massachusetts
New Jer sey
New Jer sey
Fl ori da
New Jer sey
Del awar e
New Jer sey
Texas
Mar yl and
New Jer sey
New Jer sey
Del awar e
Del awar e
Del awar e
New Yor k
Del awar e
Virginia
Virginia
Virginia
New Yor k
New Yor k
Pennsyl vani a
Pennsyl vani a

STATE OF
ORGANI ZATI ON

Pennsyl vani a
Pennsyl vani a
Maryl and
Pennsyl vani a
Pennsyl vani a
New Yor k
Del awar e
New Yor k
Del awar e
New Jer sey
Mar yl and
New Jer sey
New Jer sey
New Jer sey
New Jer sey
New Jer sey
New Yor k
Del awar e
Canada
New Jer sey
New Jer sey
New Jer sey
Del awar e
Pennsyl vani a
Pennsyl vani a
Del awar e
New Jer sey
Texas
New Jer sey
New Jer sey



Lodi VF, L.L.C

M 330 Associates, L.P.
M 393 Associates, L.L.C
MH Two Park Associ ates

Manal apan VF, L.L.C.

Mar ket Square - Furniture Plaza L.L.C.
Mar ket Square - Main Street, L.L.C
Mar ket Square Group, L.L.C

Mar ket Square Hamilton Center, L.L.C
Mar ket Square 11, L.L.C

Mar ket Square TRS, Inc.

Mar ket Square, L.L.C.

Marlton VF, L.L.C

Mar pl e Hol di ng Conpany, L.L.C.
Mar pl e Hol di ng Conpany, L.P.
Mart Franchise Center, Inc.
Mart Franchise Venture, L.L.C.

Mart Parking, L.L.C

Menands VF, L.L.C

Mer chandi se Mart Enterprises, Inc. (Canada)
Mer chandi se Mart Properties, Inc.

Mer chandi se Mart, L.L.C.

Mesquite TC, L.L.C

M ddl etown VF, L.L.C.

MWPI / Hi ghpoi nt Lease, L.L.C.

Monmouth Mall, L.L.C

NAME OF SUBSI DI ARY

Montclair VF, L.L.C.

Morris Plains Holding VF, L.L.C
Morris Plains Leasing VF, L.L.C
National Furniture Mart (NC), L.L.C

National Hydrant, L.L.C

New Bri dgel and Warehouses, L.L.C.

New Hanover Holding, L.L.C

New Hanover Industries, L.L.C

New Hanover Leasing, L.L.C

New Hanover Public Warehousing, L.L.C
New Hyde Park VF, L.L.C.

New Landt horp Enterprises, L.L.C

New TG Hanover L.L.C.

New Towned, L.L.C.

New Vor nado/ Saddl e Brook, L.L.C.

New Woodbridge, L.L.C.

Newi ngton VF, L.L.C.

NFM Cor p.

NFM Partners, L.P.

Ni nety Park Lender QRS, Inc.

Ni nety Park Lender, L.L.C

Ni nety Park Manager, L.L.C.

Ni nety Park Option, L.L.C

Ni nety Park Property, L.L.
North Bergen VF, L.L.C
North Dearborn, L.L.C
North Plainfield VF, L.L.C.

O fice Acquisition Finance, L.L.C
O fice Center Owmer (D.C), L.L.C
One Penn Plaza TRS, Inc.

One Penn Plaza, L.L.C

Pal i sades A/V Conpany, L.L.C.
Par k Four Menber, L.L.C.

Park One Menber, L.L.C

Phi | adel phi a Hol di ng Conpany, L.
Phi | adel phi a Hol di ng Conpany, L.
Phi | adel phia VF, L.L.C

Phi | adel phia VF, L.P.
Pi ke Hol di ng Conpany,
Pi ke Hol di ng Conpany,
Power space & Services, |
Rahway Leasing, L.L.C
RF Operations, L.L.C
Rochester Hol ding, L.L.C

Russi an Tea Room Realty, L.L.C.

SMB Administration, L.L.C.

SMB Cl eaning, L.L.C

SMB Hol ding, L.L.C

SMB Tenant Services Floaters, L.L.C.
SMB Tenant Services, L.L.C.

SMB W ndows, L.L.C.

Smi th Commercial Managenent, L.L.C.

C.

L.C
P.

L.L.C
L.P.
nc.

New Jer sey
New Yor k
New Yor k
New Yor k

New Jer sey
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e

New Jer sey

Pennsyl vani a
Pennsyl vani a
I1linois
Del awar e
Del awar e
New Yor k
Canada
Del awar e
Del awar e
Texas

New Jer sey
Del awar e
Del awar e
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New Jer sey
New Jer sey
New Jer sey
Del awar e
New Yor k
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
New Yor k
Del awar e
Del awar e
Del awar e
Del awar e
New Jer sey
Connecti cut
Del awar e
Del awar e
Del awar e
New Yor k
New Yor k
New Yor k
New Yor k
New Jer sey
Del awar e
New Jer sey
Del awar e
Del awar e
Del awar e
New Yor k
New Jer sey
Del awar e
Del awar e
Pennsyl vani a
Pennsyl vani a
Pennsyl vani a
Pennsyl vani a
Pennsyl vani a
Pennsyl vani a
New Yor k
New Jer sey
Del awar e
New Yor k
New Yor k
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Virginia



South Capital, L.L.C Del awar e

Springfield Menber VF, L.L.C Del awar e
Springfield VF, L.L.C Massachusetts
T 53 Condomi nium L.L.C New Yor k
STATE OF
NAME OF SUBSI DI ARY ORGANI ZATI ON
T.G Hanover, L.L.C New Jer sey
TGSl, L.L.C Maryl and
The Park Laurel Condomi nium New Yor k
The Second Rochester Holding, L.L.C New Yor k
Third Crystal Park Associates Limted Partnership Virginia
Totowa VF, L.L.C New Jer sey
Towned Housing, L.L.C Del awar e
Towned Internediate, L.L.C Del awar e
Towson VF, L.L.C Maryl and
Trees Acquisition Subsidiary, Inc. Del awar e
Turnersville VF, L.L.C New Jer sey
Two Guys From Harrison Holding Co., L.L.C Pennsyl vani a
Two Guys From Harrison Holding Co., L.P. Pennsyl vani a
Two Guys From Harrison N. Y. (DE), L.L.C Del awar e
Two Guys From Harrison N. Y., L.L.C New Yor k
Two Guys Mass., L.L.C Massachusetts
Two Guys- Connecticut Holding, L.L.C Connecti cut
Two Park Conpany New Yor k
Two Penn Plaza REIT, Inc. New Yor k
Unado, L.L.C. New Jer sey
Uni on Square East, L.L.C New Yor k
Union VF, L.L.C New Jer sey
Upper Morel and Hol di ng Conpany, L.L.C. Pennsyl vani a
Upper Morel and Hol di ng Conpany, L.P. Pennsyl vani a
Upper Moreland VF, L.L.C Pennsyl vani a
Upper Mreland VF, L.P. Pennsyl vani a
URS Real Estate, L.P. Del awar e
URS Realty, Inc. Del awar e
VBL Company, L.L.C New Yor k
VC Carthage, L.L.C Del awar e
VC Freezer Amarillo, L.P. Del awar e
VC Freezer Babcock, L.L.C Del awar e
VC Freezer Bartow, L.L.C. Del awar e
VC Freezer Fort Worth, L.L.C Del awar e
VC Freezer Frenont, L.L.C Del awar e
VC Freezer Garden City, L.L.C Del awar e
VC Freezer Kentucky, L.L.C Del awar e
VC Freezer Massillon, L.L.C Del awar e
VC Freezer Omha AITBI'I Ilo, L.L.C Del awar e
VC Freezer Ontario, .L.C Del awar e
VC Freezer Phoenix, L.L.C Del awar e
VC Freezer Russelvil I e, L.L.C Del awar e
VC Freezer Sioux Falls, L.L.C Del awar e

VC Freezer Springdale, L.L.C Del awar e

VC Freezer Strasburg, L.L.C Del awar e
VC Freezer Texarkana, L.L.C. Del awar e
VC M ssouri Holdings, L.L.C Del awar e
VC M ssouri Real Estate Holdings, L.L.C Del awar e
VC Omaha Hol dings, L.L.C. Del awar e
VC Omaha Real Estate Hol dings, L.L.C Del awar e
VFC Connecticut Holding, L.L.C Del awar e
VFC Massachusetts Hol ding, L.L.C Del awar e
VFC New Jersey Holding, L.L.C Del awar e
VFC Pennsyl vani a Hol ding, L.L.C Del awar e
VFC Pennsyl vani a Hol di ng, L.P. Del awar e
VNK Cor p. Del awar e
STATE OF
NAME OF SUBSI DI ARY ORGANI ZATI ON
VNO 424 Sixth Avenue, L.L.C. Del awar e
VNO 63rd Street, L.L.C. New Yor k
VNO Hotel, L.L.C Del awar e
Vornado - Westport, L.L.C Connecti cut
Vornado 1740 Broadway, L.L.C New Yor k
Vornado 175 Lex, Inc. Del awar e
Vornado 330 West 34th Street, L.L.C New Yor k

Vor nado 401 Commercial, L.L.C New Yor k



Vor nado 550-600 Manmaroneck, L.P. New Yor k

Vornado 63rd Street, Inc. New Yor k
Vornado 640 Fifth Avenue, L.L.C New Yor k
Vornado 90 Park Avenue, L.L.C New Yor k
Vornado 90 Park QRS, Inc. New Yor k
Vornado B&B, L.L.C New Yor k
Vornado Bal | antrae Hol di ngs, Inc. Del awar e
Vornado Caguas GP, Inc. Del awar e
Vornado Caguas GP, L.L.C. Del awar e
Vor nado Caguas Hol ding, L.L.C Del awar e
Vor nado Caguas Hol ding, L.P. Del awar e
Vor nado Caguas, L.L.C Del awar e
Vor nado Caguas, L.P. Del awar e
Vornado CAPI, L.L.C Del awar e
Vornado Carthage and KC Quarries TRS, Inc. Del awar e
Vornado Catalinas GP, Inc. Del awar e
Vornado Catalinas GP, L.L.C. Del awar e
Vornado Catalinas Holding, L.L.C Del awar e
Vornado Cat al i nas Hol ding, L.P. Del awar e
Vornado Catalinas, L.L.C Del awar e
Vor nado Catalinas, L.P. Del awar e
Vornado CCA Gainesville, L.L.C Del awar e
Vor nado CESCR Gen-Par, L.L.C Del awar e
Vor nado CESCR Hol di ngs, L.L.C Del awar e
Vornado CESCR Il, L.L.C Del awar e
Vornado CESCR, L.L.C. Del awar e
Vor nado Communi cations, L.L.C. Del awar e
Vornado Crescent Carthage and KC Quarry, L.L.C Del awar e
Vornado Crescent Portland Partnership Del awar e
Vornado Crystal Park Loan, L.L.C Del awar e
Vor nado Finance GP, L.L.C. Del awar e
Vor nado Fi nance SPE, |nc. Del awar e
Vornado Finance, L.L.C. Del awar e
Vor nado Fi nance, L.P. Del awar e
Vornado Fort Lee, L.L.C New Jer sey
Vornado Green Acres Acquisition, L.L.C Del awar e
Vornado Green Acres Del aware, L.L.C. Del awar e
Vornado Green Acres Funding, L.L.C Del awar e
Vornado Green Acres Holdings, L.L.C Del awar e
Vornado Green Acres SPE Managi ng Menber, Inc. Del awar e
Vor nado | nvest ment Cor p. New Yor k
Vornado | nvest ments Corporation Del awar e
Vornado I nvestnments, L.L.C Del awar e
Vor nado Lendi ng Corp. New Jer sey
Vornado Lending, L.L.C. New Jer sey
Vornado M 330, L.L.C New Yor k
Vornado M 393 QRS, Inc. New Yor k
Vornado M 393, L.L.C New Yor k
STATE OF
NAME OF SUBSI DI ARY ORGANI ZATI ON
Vor nado Manaroneck, L.L.C New Yor k
Vor nado Managenent Cor p. New Jer sey
Vornado Merger Sub, L.P. Del awar e
Vornado MH, L.L.C. New Yor k
Vornado MLP GP, L.L.C Del awar e
Vor nado Monnouth Mall, L.L.C New Jer sey
Vor nado Montehi edra Acquisition, L.L.C Del awar e
Vor nado Mont ehi edra Acquisition, L.P. Del awar e
Vornado Montehi edra Holding 11, L.P. Del awar e
Vor nado Montehiedra Holding, L.L.C Del awar e
Vor nado Mont ehi edra Hol di ng, L.P. Del awar e
Vor nado Montehiedra OP, L.L.C Del awar e
Vornado Montehiedra OP, L.P. Del awar e
Vor nado Mbnt ehi edra, |nc. Del awar e
Vornado New York RR One, L.L.C. New Yor k
Vornado Newkirk, L.L.C Del awar e
Vornado NK Loan, L.L.C. Massachusetts
Vornado Office Managenent, L.L.C. New Yor k
Vornado Office, Inc. New Yor k
Vornado PS, L.L.C Del awar e
Vornado Realty, L.L.C Del awar e
Vornado Realty, L.P. Del awar e
Vornado RR Mdtown, L.L.C New Yor k
Vor nado RTR, Inc. Del awar e
Vornado SC Properties, L.L.C Del awar e
Vornado Title, L.L.C Del awar e
Vornado TSQ L.L.C Del awar e
Vornado Two Park Holding, L.L.C Del awar e
Vornado Two Penn Plaza, L.L.C New Yor k

Vor nado/ Tea Room L.L.C. New Yor k



VRT Devel opnent Rights, L.L.C

VRT Massachusetts Holding, L.L.C.

VRT New Jersey Holding, L.L.C

Washi ngton CESC TRS, I nc.

Washi ngt on Design Center DC, L.L.C

Washi ngton Design Center Subsidiary, L.L.C
Washi ngton Mart TRS, Inc.

Washi ngton Office Center DC, L.L.C

Wat chung VF, L.L.C

Wayne VF, L.L.C.

Wells Kinzie, L.L.C

West W ndsor Hol di ng Corporation

West W ndsor Hol ding, L.L.C.

Woodbri dge VF, L.L.C.

Yor k Hol di ng Conpany, L.L.
York Hol di ng Conpany, L.P.
York VF, L.L.C

York VF, L.P.

C.

(Back To Top)
Section 9: EX-23 (EXHIBIT 23)

| NDEPENDENT AUDI TORS' CONSENT

EXH BI T 23

We consent to the incorporation by reference in the follow ng Registration
Statenments of our report dated March 6, 2003, which report includes an

expl anatory paragraph relating to the Conpany's adoption of SFAS No. 142
"GOODW LL AND OTHER | NTANG BLE ASSETS" on January 1, 2002, appearing in this
Annual Report on Form 10-K of Vornado Realty Trust for the year ended

Decenber 31, 2002:

Vornado Realty Trust:

Regi stration

Anmendnent No.

Regi stration

Amendment No.

Regi stration
Regi stration
Regi stration
Regi stration

Anendnent No.

Regi stration

St atenment No. 333-68462 on Form S-3
1 to Registration Statenent No. 333-36080 on
St atenent No. 333-64015 on Form S-3
1 to Registration Statenment No. 333-50095 on
St atenment No. 333-52573 on Form S-8
St atenent No. 333-29011 on Form S-8
St atenent No. 333-09159 on Form S-8
Statenment No. 333-76327 on Form S-3
1 to Registration Statenent No. 333-89667 on
St at ement No. 333-81497 on Form S-8

Regi stration Statenment No. 333-102216 on Form S-8
Vornado Realty Trust and Vornado Realty L.P. (Joint Registration

Amendment No. 4 to Registration Statenent No. 333-40787 on
Anmendnment No. 4 to Registration Statenent No. 333-29013 on

DELO TTE & TOUCHE LLP

Par si ppany, New Jersey
March 7, 2003

(Back To Top)

Form S-3

Form S-3

Form S-3

Statenents):
Form S-3
Form S-3

New Yor k
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
Del awar e
New Jer sey
New Jer sey
Del awar e
New Jer sey
New Jer sey
New Jer sey
Pennsyl vani a
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