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Part I. Financial Information

Item 1. Financial Statements.

ACADIA REALTY TRUST AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

(dollars in thousands)

ASSETS

Real estate

Land

Buildings and improvements
Construction in progress

Less: accumulated depreciation

Net real estate

Cash and cash equivalents

Cash in escrow

Investments in and advances to unconsolidated affiliates
Rents receivable, net

Notes receivable

Prepaid expenses and other assets, net
Deferred charges, net

Acquired lease intangibles, net
Assets of discontinued operations

LIABILITIES AND SHAREHOLDERS’ EQUITY

Mortgage notes payable

Convertible notes payable

Acquired lease and other intangibles, net

Accounts payable and accrued expenses

Dividends and distributions payable

Distributions in excess of income from and investment in unconsolidated affiliates
Other liabilities

Liabilities of discontinued operations

Total liabilities

Minority interest in operating partnership
Minority interests in partially-owned affiliates

Total minority interests

Shareholders’ equity

Common shares

Additional paid-in capital
Accumulated other comprehensive loss
Retained earnings

Total shareholders’ equity

See accompanying notes

1

March 31, December 31,
2008 2007
(unaudited)
$ 281,070 $ 231,502
605,859 485,177
101,031 77,608
987,960 794,287
125,852 122,044
862,108 672,243
95,890 123,343
7,412 6,637
58,960 44,654
12,401 11,935
57,698 57,662
34,419 16,510
21,432 18,879
15,309 16,103
30,926 31,046
$1,196,555 $ 999,012
$ 551,030 $ 402,903
115,000 115,000
5,366 5,651
15,752 14,833
7,031 14,420
20,081 20,007
19,261 13,564
425 787
733,946 587,165
4,599 4,595
216,961 166,516
221,560 171,111
32 32
227,136 227,890
(1,779) (953)
15,660 13,767
241,049 240,736
$1,196,555 $ 999,012
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(dollars in thousands, except per share amounts)

Revenues
Minimum rents
Percentage rents

Expense reimbursements
Other property income

ACADIA REALTY TRUST AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF INCOME
FOR THE THREE MONTHS ENDED MARCH 31, 2008 AND 2007

(unaudited)

Management fee income from related parties

Interest income
Other
Total revenues

Operating Expenses

Property operating
Real estate taxes

General and administrative
Depreciation and amortization
Total operating expenses

Operating income

Equity in earnings of unconsolidated affiliates

Interest expense
Minority interest

Income from continuing operations before income taxes

Income tax (provision)
Income from continuing operations

Discontinued Operations

Operating income from discontinued operations

Minority interest

Income from discontinued operations
Income before extraordinary item

Extraordinary item

Share of extraordinary gain from investment in unconsolidated affiliate

Minority interest

Income tax provision
Extraordinary gain

Net income

Basic Earnings per Share

Income from continuing operations
Income from discontinued operations
Income from extraordinary item
Basic earnings per share

Diluted Earnings per Share
Income from continuing operations
Income from discontinued operations
Income from extraordinary item
Diluted earnings per share

See accompanying notes

2

Three months ended

March 31,
2008

17,596
161
4,002
288
2,029
2,796

26,872

4,133
2,544
6,389
6,518

19,584

7,288
13,235
(6,088)

(5,185)

9,250

(1,857)
7,393

1,377

@7

1,350

8,743

8,743

0.23
0.04

0.27

0.23
0.04

0.27

2007

$ 15,431
96

2,889
124
1,075
2,854
165
22,634

3,546
1,982
5,448
5,634
16,610

6,024
130

(5,607)
2,309
2,856

(44)
2,812

1,045

@
1,024
3,836

23,690

(18,959)

(1,848)
2,883

$ 6,719

$ 0.09
0.03
0.09

$ 021

$ 0.08
0.03
0.09

$ 020




Table of Contents

ACADIA REALTY TRUST AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE THREE MONTHS ENDED MARCH 31, 2008 AND 2007

(unaudited)

(dollars in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation and amortization
Minority interests
Amortization of lease intangibles
Amortization of mortgage note premium
Share compensation expense
Equity in earnings of unconsolidated affiliates
Distributions of operating income from unconsolidated affiliates
Amortization of derivative settlement included in interest expense
Changes in assets and liabilities
Funding of escrows, net
Rents receivable
Prepaid expenses and other assets, net
Accounts payable and accrued expenses
Other liabilities

Net cash (used in) provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Investment in real estate and improvements

Deferred acquisition and leasing costs

Investments in and advances to unconsolidated affiliates
Return of capital from unconsolidated affiliates
Collections of notes receivable

Advances of notes receivable

Net cash used in investing activities

March 31,
2008

$ 8,743

6,627
5,212
175
(20)
868
(13,235)
583
34

(775)
(397)
(18,206)
464
4,681

(5,280)

(154,868)
(903)
(1,567)

75

%

34

(157,263)

March 31,

2007

$ 6,719

6,537
16,671
62

(34)
811

(23,820)
24,005
109

652
2,035
17,204

(1,563)

6,099

55,487

(64,613)
(3,550)
(2,274)
20,875

5,583

(1,368)

(45,347)
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ACADIA REALTY TRUST AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE THREE MONTHS ENDED MARCH 31, 2008 AND 2007

(unaudited)
March 31, March 31,
(dollars in thousands) 2008 2007
CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments on mortgage notes $ (60,616) $ (42,607)
Proceeds received on mortgage notes 168,796 32,764
Proceeds received on convertible notes % 15,000
Payment of deferred financing and other costs (2,719) (392)
Capital contributions from partners and members and from minority interests in partially-owned affiliates 46,014 2,166
Distributions to partners and members and to minority interests in partially-owned affiliates (519) (37,272)
Dividends paid to Common Shareholders (14,121) (6,519)
Distributions to minority interests in Operating Partnership (287) (133)
Distributions on preferred Operating Partnership Units to minority interests (11) ©)
Repurchase and cancellation of shares (1,494) (1,094)
Common Shares issued under Employee Share Purchase Plan 41 28
Exercise of options to purchase Common Shares 6 —
Net cash provided by (used in) financing activities 135,090 (38,068)
Decrease in cash and cash equivalents (27,453) (27,928)
Cash and cash equivalents, beginning of period 123,343 139,571
Cash and cash equivalents, end of period $ 95,890 $ 111,643
Supplemental disclosure of cash flow information
Cash paid during the period for interest, including capitalized interest of $5 and $12, respectively $ 5,165 $ 4950
Cash paid for income taxes $ 2,145 $ 205
Supplemental disclosure of non-cash investing and financing activities
Acquisition of real estate through assumption of debt $ 39,967 $ 34

See accompanying notes

4
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ACADIA REALTY TRUST AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. THE COMPANY

Acadia Realty Trust (the “Trust”) and subsidiaries (collectively, the “Company”) is a fully-integrated, self-managed and self-administered equity real estate
investment trust (“REIT”) focused primarily on the ownership, acquisition, redevelopment and management of retail properties, including neighborhood and
community shopping centers and mixed-use properties with retail components.

All of the Company’s assets are held by, and all of its operations are conducted through, Acadia Realty Limited Partnership (the “Operating Partnership”) and
entities in which the Operating Partnership owns a controlling interest. As of March 31, 2008, the Trust controlled 98% of the Operating Partnership as the
sole general partner. As the general partner, the Trust is entitled to share, in proportion to its percentage interest, in the cash distributions and profits and
losses of the Operating Partnership. The limited partners represent entities or individuals who contributed their interests in certain properties or entities to the
Operating Partnership in exchange for common or preferred units of limited partnership interest (“Common or Preferred OP Units”). Limited partners holding
Common OP Units are generally entitled to exchange their units on a one-for-one basis for common shares of beneficial interest of the Trust (“Common
Shares”). This structure is commonly referred to as an umbrella partnership REIT or “UPREIT”.

During 2001, the Company formed a partnership, Acadia Strategic Opportunity Fund I, LP (“Fund I”), and in 2004 formed a limited liability company,
Acadia Mervyn Investors I, LLC (“Mervyns I”), with four institutional investors. The Operating Partnership committed a total of $20.0 million to Fund I and
Mervyns I, and the four institutional shareholders committed $70.0 million, for the purpose of acquiring a total of approximately $300.0 million in
investments. As of March 31, 2008, the Operating Partnership had contributed $16.5 million to Fund I and $2.7 million to Mervyns 1.

The Operating Partnership is the sole general partner of Fund I and sole managing member of Mervyns I, with a 22.2% equity interest in both Fund I and
Mervyns I and is also entitled to a profit participation in excess of its equity interest percentage based on certain investment return thresholds (“Promote”).
Cash flow is distributed pro-rata to the partners and members (including the Operating Partnership) until they receive a 9% cumulative return (“Preferred
Return”), and the return of all capital contributions. Thereafter, remaining cash flow (which is net of distributions and fees to the Operating Partnership for
management, asset management, leasing, construction and legal services) is distributed 80% to the partners (including the Operating Partnership) and 20% to
the Operating Partnership as a Promote. As all contributed capital and accumulated preferred return has been distributed to investors, the Operating
Partnership is now entitled to a Promote on all earnings and distributions.

During June of 2004, the Company formed Acadia Strategic Opportunity Fund II, LLC (“Fund II”), and during August 2004 formed Acadia Mervyn
Investors II, LLC (“Mervyns II”), with the investors from Fund I as well as two additional institutional investors. With $300.0 million of committed
discretionary capital, Fund II and Mervyns II combined expect to be able to acquire or develop up to $900.0 million of investments on a leveraged basis. The
Operating Partnership’s share of committed capital is $60.0 million. The Operating Partnership is the managing member with a 20% interest in both Fund IT
and Mervyns II. The terms and structure of Fund IT and Mervyns II are substantially the same as Fund I and Mervyns I, including the Promote structure, with
the exception that the Preferred Return is 8%. As of March 31, 2008, the Operating Partnership had contributed $30.8 million to Fund II and $7.6 million to
Mervyns II.

During May of 2007, the Company formed Acadia Strategic Opportunity Fund ITII LLC (“Fund III”) with 14 institutional investors, including a majority of
the investors from Fund I and Fund II. With $503 million of committed discretionary capital, Fund III expects to be able to acquire or develop approximately
$1.5 billion of assets on a leveraged basis. The Operating Partnership’s share of the invested capital is $100.0 million and it is the managing member with a
19.9% interest in Fund III. The terms and structure of Fund III is substantially the same as the previous Funds, including the Promote structure, with the
exception that the Preferred Return is 6%. As of March 31, 2008, the Operating Partnership had contributed $19.2 million to Fund III.

2. BASIS OF PRESENTATION

The consolidated financial statements include the consolidated accounts of the Company and its controlling investments in partnerships and limited liability
companies in which the Company is presumed to have control in accordance with Emerging Issues Task Force Issue No. 04-05. The consolidated financial
statements have been prepared in accordance with accounting principles generally accepted in the United States (“GAAP”) for interim financial information
and with the instructions to Form 10-Q and Article 10 of Regulation S-X. Accordingly, they do not include all of the information and footnotes required by
GAAP for complete financial statements. Investments in entities for which the Company has the ability to exercise significant influence over, but does not
have financial or operating control, are accounted for using the equity method of accounting. Accordingly, the Company’s share of the net earnings (or loss)
of these entities are included in consolidated net income under the caption, Equity in Earnings of Unconsolidated Affiliates. The information furnished in the
accompanying consolidated financial statements reflects all adjustments that, in the opinion of management, are necessary for a fair presentation of the
aforementioned consolidated financial statements for the interim periods.
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ACADIA REALTY TRUST AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

2. BASIS OF PRESENTATION, (continued)

Although the Company accounts for its investment in Albertson’s (Note 7), which it has made through the Retailer Controlled Property Venture with Klaff
Realty, LP (“Klaff”) and Lubert-Adler Management, Inc. (“Lubert-Adler”) (“RCP Venture”), using the equity method of accounting, the Company adopted
the policy of not recording its equity in earnings or losses of the unconsolidated affiliate until the Company receives the audited financial statements of
Albertson’s to support the equity earnings or losses in accordance with paragraph 19 of Accounting Principles Board (“APB”) 18 “Equity Method of
Accounting for Investments in Common Stock”.

The preparation of the consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the
amounts reported in the consolidated financial statements and accompanying notes. Actual results could differ from these estimates. Operating results for the
three months ended March 31, 2008 are not necessarily indicative of the results that may be expected for the fiscal year ending December 31, 2008. For
further information, refer to the consolidated financial statements and accompanying footnotes included in the Company’s Annual Report on Form 10-K for
the year ended December 31, 2007.

During September 2006, the Financial Accounting Statements Board (“FASB”) issued Statement of Financial Accounting Standards (“SFAS”) No. 157 “Fair
Value Measurements.” This SFAS defines fair value, establishes a framework for measuring fair value in GAAP, and expands disclosures about fair value
measurements. This statement applies to accounting pronouncements that require or permit fair value measurements, except for share-based payment
transactions under SFAS No. 123R. SFAS 157 is effective for financial statements issued for fiscal years beginning after November 15, 2007, except for non-
financial assets and liabilities, for which this statement will be effective for fiscal years beginning after November 15, 2008. SFAS No. 157 does not require
any new fair value measurements or remeasurements of previously computed fair values. On January 1, 2008, the Company adopted SFAS No. 157 and it did
not have a material impact to the Company’s financial statements or results of operations.

On February 15, 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities”. This statement permits
companies and not-for-profit organizations to make a one-time election to carry eligible types of financial assets and liabilities at fair value, even if fair value
measurement is not required under GAAP. SFAS 159 is effective for fiscal years beginning after November 15, 2007. The Company adopted SFAS No. 159
on January 1, 2008 with no impact to the Company’s financial statements or results of operations.

On August 31, 2007, the FASB issued a proposed FASB Staff Position 14-a (“FSP 14-a”) that affects the accounting for the Company’s convertible notes
payable (Note 10). FSP 14-a requires the proceeds from the sale of convertible debt be allocated between the debt and equity components. The debt
component will be measured based on the fair value of similar debt without an equity conversion feature, and the equity component will be determined as the
residual of the fair value of the debt deducted from the original proceeds received. The resulting discount on the debt component must be amortized over the
period of the debt. FSP 14-a will become effective for fiscal years beginning after December 15, 2008. The Company is currently evaluating the impact that
FSP 14-a would have on its consolidated financial statements.

In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements,” which, among other things, provides
guidance and establishes amended accounting and reporting standards for a parent company’s noncontrolling or minority interest in a subsidiary. The
Company is currently evaluating the impact of adopting SFAS No. 160, which is effective for fiscal years beginning on or after December 15, 2008.

In December 2007, the FASB issued SFAS No. 141R, “Business Combinations,” which replaces SFAS No. 141 Business Combinations. SFAS No. 141R,
among other things, establishes principles and requirements for how an acquirer entity recognizes and measures in its financial statements the identifiable
assets acquired (including intangibles), the liabilities assumed and any noncontrolling interest in the acquired entity. The Company is currently evaluating the
impact of adopting SFAS No. 141R, which is effective for fiscal years beginning on or after December 15, 2008.

In March 2008, the FASB issued SFAS No. 161 “Disclosures about Derivative Instruments and Hedging Activities — an amendment of SFAS No. 133.”
SFAS No. 161 amends SFAS No. 133 to provide additional information about how derivative and hedging activities affect an entity’s financial position,
financial performance, and cash flows. It requires enhanced disclosures about an entity’s derivatives and hedging activities. SFAS No. 161 is effective for
financial statements issued for fiscal years beginning after November 15, 2008 . The adoption of SFAS No. 161 is not expected to have an impact on the
Company’s financial condition or results of operations.
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ACADIA REALTY TRUST AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
3. EARNINGS PER COMMON SHARE

Basic earnings per share was determined by dividing the applicable net income to Common Shareholders for the period by the weighted average number of
Common Shares outstanding during each period consistent with SFAS No. 128. Diluted earnings per share reflects the potential dilution that could occur if
securities or other contracts to issue Common Shares were exercised or converted into Common Shares or resulted in the issuance of Common Shares that
then shared in the earnings of the Company.

The following table sets forth the computation of basic and diluted earnings per share from continuing operations for the periods indicated.

Three months ended

(dollars in thousands, except per share amounts) March 31,
2008 2007

Numerator:
Income from continuing operations — basic $ 7,393 $ 2,812
Effect of dilutive securities:
Preferred OP Unit distributions 5 8
Numerator for diluted earnings per share $ 7,398 $ 2,820
Denominator:
Weighted average shares for basic earnings per share 32,460 32,155
Effect of dilutive securities:

Employee share options 472 706

Convertible Preferred OP Units 25 179
Dilutive potential Common Shares 497 885
Denominator for diluted earnings per share 32,957 33,040
Basic earnings per share from continuing operations $ 023 $ 0.09
Diluted earnings per share from continuing operations $ 022 $ 0.08

The weighted average shares used in the computation of basic earnings per share include unvested Restricted Shares and LTIP Units (Note 14) that are
entitled to receive dividend equivalent payments. The effect of the conversion of Common OP Units is not reflected in the above table, as they are
exchangeable for Common Shares on a one-for-one basis. The income allocable to such units is allocated on this same basis and reflected as minority interest
in the accompanying consolidated financial statements. As such, the assumed conversion of these units would have no net impact on the determination of
diluted earnings per share. The conversion of the convertible notes payable (Note 10) is not reflected in the table as such conversion would be anti dilutive.
The effect of the assumed conversion of 25,067 Series A Preferred OP Units would be dilutive for the three months ended March 31, 2008 and they are
included in the above table. The effect of the assumed conversion of 178,993 Series A and B Preferred OP Units for the three months ended March 31, 2007
was dilutive and they are included in the table.

4. COMPREHENSIVE INCOME

The following table sets forth comprehensive income for the three months ended March 31, 2008 and 2007:

Three months ended

(dollars in thousands) March 31,

2008 2007
Net income $ 8,743 $ 6,719
Other comprehensive (loss) income (826) 2
Comprehensive income $ 7,917 $ 6,721

Other comprehensive income relates to the changes in the fair value of derivative instruments accounted for as cash flow hedges and the amortization, which
is included in interest expense, of a derivative instrument.
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ACADIA REALTY TRUST AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

4. COMPREHENSIVE INCOME, continued
The following table sets forth the change in accumulated other comprehensive income for the three months ended March 31, 2008:
Accumulated other comprehensive loss

(dollars in thousands)
Balance at December 31, 2007
Unrealized loss on valuation of derivative instruments and amortization of derivative

Balance at March 31, 2008

5. SHAREHOLDERS’ EQUITY AND MINORITY INTERESTS

The following table summarizes the change in the shareholders’ equity and minority interests since December 31, 2007:

Minority interest

$  (953)
(826)
$ (1,779)

Minority interest in

Shareholders’ in Operating partially-owned

(dollars in thousands) Equity Partnership affiliates
Balance at December 31, 2007 $ 240,736 $ 4,595 $ 166,516
Dividends and distributions declared of $0.21 per Common Share and Common OP Unit (6,851) (180) %
Net income for the period January 1 through March 31, 2008 8,743 84 5,128
Distributions paid % % (519)
Other comprehensive income — Unrealized loss on valuation of derivative instruments (826) (16) (178)
Common Shares issued under Employee Share Purchase Plan 41 % %
Minority interest contributions % % 46,014
Employee exercise of options to purchase Common Shares 6 % %
Employee Restricted Share awards 694 % %
Employee Restricted Shares cancelled (1,494) % %
Employee LTIP Unit awards % 116 %
Balance at March 31, 2008 $ 241,049 $ 4,599 $ 216,961

Minority interest in the Operating Partnership represents (i) the limited partners’ 642,272 Common OP Units at March 31, 2008 and December 31, 2007,
(ii) 188 Series A Preferred OP Units at March 31, 2008 and December 31, 2007, with a stated value of $1,000 per unit, which are entitled to a preferred
quarterly distribution of the greater of (a) $22.50 (9% annually) per Series A Preferred OP Unit or (b) the quarterly distribution attributable to a Series A

Preferred OP Unit if such unit were converted into a Common OP Unit.

During the three months ended March 31, 2008, 59,214 employee Restricted Shares were cancelled to pay the employees’ income taxes due on the value of
the portion of the Restricted Shares that vested during the period. Also during the three months ended March 31, 2008, the Company recognized accrued

Common Share and Common OP Unit-based compensation totaling $0.9 million.

Minority interests in partially owned affiliates include third-party interests in Fund I, IT and III, and Mervyns I and II and three other entities.

The following table summarizes the minority interest’s contributions and distributions since December 31, 2007:

(dollars in thousands) Contributions
Partially-owned affiliates $ %
Fund I %
Fund II 8,305
Fund III 37,709

$ 46,014

Distributions
$ (36)
(483)

3%
_____#
$  (519)
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ACADIA REALTY TRUST AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

6. ACQUISITION AND DISPOSITION OF PROPERTIES AND DISCONTINUED OPERATIONS
Acquisition of Properties

On February 29, 2008, the Company acquired a portfolio of 11 self-storage properties located throughout New York and New Jersey for approximately
$174.0 million. The portfolio totals approximately 920,000 net rentable square feet. Ten properties are operating and one is currently under construction. The
Company is in the process of completing its purchase price allocation in accordance with SFAS No. 141.

Discontinued Operations

In accordance with SFAS No. 144, which requires discontinued operations presentation for disposals of a “component” of an entity, for all periods presented,
the Company reclassified its consolidated statements of income to reflect income and expenses for properties that were sold or became held for sale prior to
March 31, 2008, as discontinued operations and reclassified its consolidated balance sheets to reflect assets and liabilities related to such properties as assets
and liabilities related to discontinued operations.

The combined assets and liabilities of properties held for sale for the period ended March 31, 2008 and December 31, 2007 and the combined results of
operations for the three months ended March 31, 2008 and March 31, 2007 are reported separately as discontinued operations. Discontinued operations for
2008 include Ledgewood Mall located in Ledgewood, New Jersey and a residential complex located in Winston-Salem, North Carolina. In addition, 2007
discontinued operations included Amherst Market Place, Sheffield Crossing and a residential complex located in Missouri, all of which the Company sold
during the fourth quarter of 2007.

The combined assets and liabilities and results of operations of the properties classified as discontinued operations are summarized as follows:

March 31, December 31,
(dollars in thousands) 2008 2007
ASSETS
Net real estate $ 26,401 $ 26,351
Rents, receivable, net 1,445 1,514
Prepaid expenses 84 166
Deferred charges, net 2,980 2,946
Other assets 16 69
Total assets of discontinued operations $ 30,926 $ 31,046
LIABILITIES
Accounts payable and accrued expenses $ 89 $ 456
Other liabilities 336 331
Total liabilities of discontinued operations $ 425 $ 787

For the three months ended
March 31,

(dollars in thousands) 2008 2007
Total revenues $ 2,811 $ 4,063
Total expenses 1,434 3,018
Operating income 1,377 1,045
Impairment of real estate % %
Loss on sale of property Y% %
Minority interest (27) 21)
Income from discontinued operations $ 1,350 $ 1,024
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ACADIA REALTY TRUST AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

7. INVESTMENTS
Investments In and Advances to Unconsolidated Partnerships
Retailer Controlled Property Venture (“RCP Venture”)

During January of 2004, the Company commenced the RCP Venture with Klaff Realty, LP (“Klaff”) and Lubert-Adler Management, Inc. for the purpose of
making investments in surplus or underutilized properties owned by retailers. As of March 31, 2008, the Company has invested $56.1 million through the
RCP Venture on a non-recourse basis. The expected size of the RCP Venture is approximately $300 million, of which the Company’s share is $60 million.
Cash flow from any investment in which the RCP Venture participants elect to invest, is to be distributed to the participants until they have received a 10%
cumulative return and a full return of all contributions. Thereafter, remaining cash flow is to be distributed 20% to Klaff and 80% to the partners (including
Klaff).

Mervyns Department Stores

During September of 2004, the RCP Venture invested in a consortium to acquire the Mervyns Department Store chain (“Mervyns”) from Target Corporation.
The gross acquisition price of $1.2 billion was financed with $800 million of debt and $400 million of equity. As of March 31, 2008, the Company’s share of
this investment was $26.8 million.

During 2005, the Company made add-on investments in Mervyns totaling $1.3 million. The Company accounts for these add-on investments using the cost
method due to the minor ownership interest and the inability to exert influence over the partnership’s operating and financial policies.

Albertson’s

During June of 2006, the RCP Venture made its second investment as part of an investment consortium, acquiring Albertson’s and Cub Foods, of which the
Company’s share was $20.7 million. Through March 31, 2008, the Company had received aggregate cash distributions of $53.7 million from this investment,
which was primarily sourced from the disposition of certain operating stores and a refinancing of the remaining assets held by Albertson’s. The extraordinary
gain of $30.2 million recognized during 2007 represents the Company’s share of the gain reported by Albertson’s, which reflected the excess of fair value of
net assets acquired over the purchase price in acc