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PART I
Iltem 1. Business
The Company

Vornado Realty Trust is a fully-integrated reakstinvestment trust ("REIT"). In April 1997, Vordatransferred substantially all of its
assets to Vornado Realty L.P., a Delaware limidn@rship (the "Operating Partnership"). As altesornado now conducts its business
through the Operating Partnership. Vornado is the general partner of, and owned approximately 85%ae limited partnership common
interest in, the Operating Partnership at March1®B9. All references to the "Company" and "Vordadder to Vornado Realty Trust and its
consolidated subsidiaries, including the Operafagnership.

The Company currently owns directly or indirectly:
Office Building Properties ("Office"):

(i) all or portions of 21 office building propersién the New York City metropolitan area (primafflanhattan) containing approximately 1
million square feet;

(i) a 34% limited partnership interest in ChartlesSmith Commercial Realty L.P. ("CESCR"), a lindifgartnership, which owns interests in
and manages approximately 10.7 million squared€effice properties in Northern Virginia and Wasgion D.C., and manages an additic
14.6 million square feet of office and other comomarproperties in the Washington, D.C. area;

Retail Properties ("Retail"):

(iii) 59 shopping center properties in seven statesPuerto Rico containing approximately 12.2ionllsquare feet, including 1.4 million
square feet built by tenants on land leased fraerCtbhmpany;

Cold Storage Companies ("Cold Storage"):

(iv) a 60% interest in partnerships that own 88ekause facilities nationwide with an aggregatepgraximately 450 million cubic feet of
refrigerated, frozen and dry storage space (exsld@eadditional warehouses containing approximai@lynillion cubic feet managed by the
Cold Storage Companies - see "Spin-off of Vornager@ting Company");

Merchandise Mart Properties:

(v) the Merchandise Mart Properties portfolio camitag approximately 6.7 million square feet, indhugl the 3.4 million square foot
Merchandise Mart in Chicago;

Other Real Estate Investments:

(vi) approximately 29.3% of the outstanding commstock of Alexander's, Inc. ("Alexander's"), whichsheight properties in the New York
City metropolitan area;

(vii) an 80% interest in the Hotel Pennsylvani&ew York City hotel which contains 800,000 squaxetfof space with 1,700 rooms and
400,000 square feet of retail and office space;

(viii) eight dry warehouse /industrial propertiesNew Jersey containing approximately 2.0 milliguare feet; and

(ix) other real estate investments.



Objectives and Strategy

The Company's business objective is to maximizesivdder value. The Company intends to achievieusiness objective by continuing to
pursue its investment philosophy, making opportimiavestments and executing its operating stiatethrough:

0 Maintaining a superior team of operating and stveent professionals and an opportunistic entrepnéal spirit;

o Investing in properties in the New York City nogiolitan area and other selected markets wher€dhnepany believes there is high
likelihood of capital appreciation;

o Acquiring high quality properties at a discoumtéplacement cost and where there is a signifisat@ntial for higher rents;
o Investing in retail properties in selected untteedl locations such as the New York City metrdpaliarea;

o Investing in fully integrated operating compartiest have a significant real estate component guthlified, experienced operating
management and strong growth potential which caefitfrom the Company's access to efficient cédypitad

o Developing and redeveloping the Company's exjgioperties to increase returns and maximize value

The Company expects to finance its growth, acqarstand investments using internally generated$ufunds from possible asset sales and
by accessing the public and private capital markets
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Acquisitions and Investments

Since January 1, 1998, the Company completed appataly $2.4 billion of real estate acquisitionsrorestments. The following table lists
the acquisitions and investments by business segmen

Total
Considera tion
Lo cation (in milli ons)
Office:
One Penn Plaza.........cccccoovvveviiccnnnnnn, Ne w York City $ 4 10
Charles E. Smith Commercial Realty, L.P.:
Increase in investment to 34%.. ....No rthern Virginia and Washington, D.C. 42
Crystal City hotel land............ ystal City, Virginia 8
770 Broadway............... ...Ne w York City 1 49
150 East 58th Street..........cccoeevvveennins Ne w York City 1 18
Mendik Real Estate Limited Partnership
properties:
Saxon Woods Corporate Center................. Ha rrison, New York 21
Two Park Avenue
(remaining 60% interest)................... Ne w York City 76
330 West 34th Street....... ..Ne w York City 9
888 Seventh Avenue..........ccccccevvivvennnen. Ne w York City 1 00
40 Fulton Street...... Ne w York City 55
570 Lexington - increase in investment to 50%....Ne w York City 37
689 Fifth Avenue..........cccccovvvveeiinennns w York City 33
Westport Corporate Office Park. stport, Connecticut 14
20 Broad Street.......cccocveevvieieeinneenns w York City 1
Retail:
Las Catalinas Mall.............cc.cceeeeeeenns Ca guas, Puerto Rico 38
Cold Storage (60% interest):
Freezer Services, INC.....veeeeeeeeveeireennnns Mi dwestern section of the
Un ited States 80
Carmar GroUp........cccveeevreeeesveeesieneans Mi dwestern and Southwestern sections of
th e United States 95
Merchandise Mart Properties:
The Merchandise Mart Properties.................. Ch icago & Washington, D.C. 30
Market Square Complex ...Hi gh Point, North Carolina 97
National Furniture Mart.......................... i gh Point, North Carolina 18
Other Real Estate Investments:
Hotel Pennsylvania - increase in investment
10 80%0...uveieeiieeeiiee e Ne w York City 70
Newkirk Joint Ventures (30% interest)............ Va rious 1 08
Total Acquisitions and Investments..... $24 09



Office:
One Penn Plaza

In February 1998, the Company acquired a long-teasehold interest in One Penn Plaza for approxiyn&%10,000,000. One Penn Plaza is
a 57 story Manhattan office building containing egpqimately 2,400,000 square feet and encompas$ssasiially the entire square block
bounded by 33rd Street, 34th Street, Seventh AvandeEighth Avenue.

Charles E. Smith Commercial Realty L.P.

On March 4, 1999, the Company made an addition42 0,000 investment in CESCR by contributing ESCR the land under certain
CESCR office properties in Crystal City, Arlingtdvirginia and partnership interests in certain CBXTibsidiaries. The Company acquired
these assets from Commonwealth Atlantic Propefties,("CAPI"), an affiliate of Lazard Freres Ré&adtate Investors L.L.C., immediately
prior to the contribution to CESCR. Together witle Company's investment in CESCR made in 1997tandriits it reacquired on March 4,
1999 from Vornado Operating Company, the Companysoapproximately 34% of CESCR's limited partnershijis. In addition, the
Company acquired from CAPI for $8,000,000 the lander a Marriott Hotel located in Crystal City.

The purchase price was paid to CAPI by the Comjissuing $250,000,000 of 6% Convertible PreferreitdJof the Company's operating
partnership. The Preferred Units are convertibi®4dt per unit and the coupon increases to 6.50%theenext three years and then fixes at
6.75% in year eight. The Company will appoint ofithcee members to CESCR's Board of Managers, &sang under certain circumstances
to two of four members in March 2002.

In connection with these transactions, the Compaagte a five-year $41,000,000 loan to CAPI withriese at 8%, increasing to 9% ratably
over the term. The loan is secured by approxima&88;,000,000 of the Operating Partnership's usitgdd to CAPI as well as certain real
estate assets.

770 Broadway

In July 1998, the Company acquired 770 Broadwdl;046,000 square foot Manhattan office building,dpproximately $149,000,000,
including $18,000,000 of Operating Partnership &lnit

150 East 58th Street

In March 1998, the Company acquired 150 East 58#e8(the Architects and Design Center), a 3%dtanhattan office building, for
approximately $118,000,000. The building contaipgraximately 550,000 square feet.

Mendik Real Estate Limited Partnership Properties

In November 1998, the Company completed the adensdf certain properties from the Mendik RealdstLimited Partnership ("Mendik
RELP"). The acquired real estate assets includel@asehold interest in the Saxon Woods Corp&@atder located at 550/600 Mamaroneck
Avenue, in Harrison, New York which contains appnextely 234,000 square feet, (ii) the remaining G@8érest in an office building locat

at Two Park Avenue, in Manhattan which containsraximately 946,000 square feet (the Company alreadyed 40%) and

(iii) a leasehold interest in an office buildingcéded at 330 West 34th Street, also in Manhattaichacontains approximately 628,000 square
feet. The aggregate purchase price of approxim&®Eds,000,000, consisted of $31,000,000 of cash,08®,000 of the Company's common
shares and $46,000,000 of debt.
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888 Seventh Avenue and 40 Fulton Street

In June 1998, the Company entered into an agregimaicuire the leasehold interest in 888 SeventmAe, a 46 story office building
containing approximately 848,000 square feet latatenidtown Manhattan, and simultaneously acqu#t@drulton Street, a 29 story office
building containing approximately 234,000 squast fecated in downtown Manhattan. The aggregatsideration for both buildings was
approximately $154,500,000. The acquisition of 88®enth Avenue was completed in January 1999.

570 Lexington Avenue - additional investment

In April 1998, the Company increased its interesirf 5.6% to approximately 50% in 570 Lexington Auena 49 story office building
located in midtown Manhattan containing approxirtya#3,000 square feet. The Company purchaseddtii¢i@nal interest for
approximately $37,200,000, including $4,900,00@xifting debt.

689 Fifth Avenue

In August 1998, the Company acquired 689 Fifth Aiera 84,000 square foot Manhattan specialty mglftor approximately $33,000,000
from a partnership that included Bernard H. Mendikprmer trustee of the Company.

Westport Corporate Office Park

In January 1998, the Company acquired Westport@atp Office Park ("Westport") from a limited pagtship that included Bernard H.
Mendik and David R. Greenbaum, the Chief Execufifiicer of the Company's Mendik Division, as partéVessrs. Mendik and

Greenbaum and certain entities controlled by thesrreferred to herein as the "Mendik Group".) Thecpase price was approximately
$14,000,000 consisting of $6,000,000 of cash an®Bad00,000 mortgage loan for the two buildingschtiontain 120,000 square feet.

20 Broad Street

In September 1997, the Company purchased, at aufisca mortgage on a 460,000 square foot offidkeling at 20 Broad Street in
Manhattan for $27,000,000. In August 1998, the Camypacquired a 60% interest in the leasehold fleerMendik Group for approximately
$600,000 of Operating Partnership Units. In a eglatansaction, the Company sold a 40% interethienmortgage to the other unrelated
owner of the property for $10,800,000. The Mendikbip may also receive a future earn-out, capp&d 400,000 in additional units, based
on leasing activity through December 31, 2004.

Retail:
Las Catalinas Mall

In October 1998, the Company completed the acépisitf Kmart Corporation's ("Kmart") 50% interestthe Las Catalinas Mall located in
Caguas, Puerto Rico (adjacent to San Juan). Iniaddihe Company acquired 75% and the Companytagrain the Mall acquired 25% of
Kmart's anchor store. The Company's purchase pfi$88,000,000 was fully financed with 15 year dfifte Las Catalinas Mall, which
opened in 1997, contains 489,000 square feet,dimdua 123,000 square foot Kmart store and a 1496s@0are foot Sears store.

Cold Storage:

In June 1998, a partnership in which Vornado ow68% interest through a preferred stock affiliatquared the assets of Freezer Services,
Inc., consisting of nine cold storage warehousdhlercentral United States for approximately $188,000, including $107,000,000 in cash
and $26,000,000 in indebtedness. The Company's sligiis investment was $80,000,000. AdditionatyJuly 1998, the Carmar Group was
acquired for approximately $158,000,000, includiig4,000,000 in cash and $14,000,000 in indebtedié® Company's share of this
investment was $95,000,000. Carmar owned and azkfize cold storage distribution warehouses innttigwest and southeast United
States.
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Merchandise Mart Properties:
The Merchandise Mart Properties

In April 1998, the Company acquired a real estatéfplio from the Kennedy Family for approximate$¢30,000,000, consisting of
$187,000,000 in cash, $116,000,000 in OperatingnPeship Units, $77,000,000 in existing debt an80$200,000 of newly issued debt. The
acquired real estate assets consist of a portbblwoperties used for office, retail and tradevstomm space which aggregate approximately
5.4 million square feet and include the Merchantiset in Chicago. The transaction also includedabguisition of Merchandise Mart
Properties, Inc., which manages the propertiesomnts and operates certain trade shows.

Market Square Complex

In December 1998, the Company completed the adiguisif the 1.07 million square foot Market Squ@amplex of showrooms in High
Point, North Carolina. The consideration was appnately $97,000,000, consisting of $46,000,000ehtd$44,000,000 in Operating
Partnership Units and 6.5% Preferred OperatinghBeship Units convertible at $43.74 per unit an@@@,000 of cash. The acquired real
estate assets include the Market Square, Hamiltark& and Furniture Plaza showroom buildings aedHigh Point Holiday Inn hotel.

In a second transaction, the Company acquired4B¢DR0 square foot National Furniture Mart, whistadjacent to the forementioned
properties, in High Point. The price was approxisha$17,700,000, consisting of $3,800,000 in cash$13,900,000 in debt.

Other Real Estate Investments:
Hotel Pennslyvania - additional investment

In May 1998, the Company acquired an additional 4@%rest in the Hotel Pennsylvania increasingitsiership to 80%. The Company
purchased the additional 40% interest from HotepBrties Limited (one of its joint venture partndm approximately $70,000,000,
including $48,000,000 of existing debt.

Newkirk Joint Ventures

In July and September 1998, the Company investejgregate of $56,000,000 for a 30% share in j@ntures with affiliates of Apollo

Real Estate Investment Fund l1lI, L.P., collectiviligwkirk Joint Ventures ("Newkirk™). Newkirk ownsavious equity and debt interests
relating to 120 limited partnerships which own resate primarily net leased to credit rated tendrtte Company has issued a $15,600,000
letter of credit in connection with these joint wares.

In March 1999, the Company and its joint venturdme completed an acquisition of additional equitgrests in certain limited partnershi
The Company's additional investment of $52,435@fiGsisted of $47,790,000 in Operating Partnershipstand $4,645,000 in cash.
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Development and Redevelopment Projects

The Company is currently engaged in or considecartain multi-year development and redevelopmeuijepts. These projects include: (i)
construction of 119,000 square feet of residexntialdominiums in Manhattan (YMCA Development 80%iett), (ii) construction of an
800,000 square foot higlse rental apartment complex in Fort Lee, Newele(35% interest), (iii) acquisitions, developmegutsl expansior
of Cold Storage distribution and production waredesu(60% interest), (iv) tenant improvements afdhbeshment of 770 Broadway, (v)
conversion of 38,000 square feet of office spaaetail space at 640 Fifth Avenue, (vi) redeveloptraf the Russian Tea Room restaurant
building on 57th Street in Manhattan (50% intergst)) the conversion of office space at 689 Fidthenue to hotel space, (viii) the expans
of the Market Square Complex in High Point, Nortir@lina, (ix) the redevelopment of the site at 18tteet and Union Square (currently
leased by Bradlees), which may include razing thstiag building and developing a large multi-usglding, (x) the refurbishment of the
Hotel Pennsylvania, (xi) the redevelopment of tlmen@any's Penn Station properties which may inctdating new retail space, (xii)
Alexander's (29.3% interest) redevelopment of &sfus property into a 550,000 square foot shopgémder, (xiii) Alexander's (29.3%
interest) development of a large multi-use builddts 59th Street and Lexington Avenue site aivg) Alexander's (29.3% interest)
renovation of its Kings Plaza Mall. There can beassurance that all of the above projects willtm@menced or ultimately completed.

Spin-off of Vornado Operating Company
General

Vornado Operating Company, ("Vornado Operating"}wecorporated on October 30, 1997, as a whollyemsubsidiary of the Company.
order to maintain its status as a REIT for federame tax purposes, the Company is required tosfgeincipally on investment in real estate
assets. Accordingly, the Company is prevented foaming certain assets and conducting certain aietivihat would be inconsistent with its
status as a REIT. Vornado Operating was formedvio @ssets that Vornado could not itself own andloohactivities that Vornado could r
itself conduct. Vornado Operating is intended taction principally as an operating company, in casitto the Company's principal focus on
investment in real estate assets. Vornado Opertialgle to do so because it is taxable as a retf0lacorporation rather than a REIT.

Vornado Operating will seek to become the operatdiusinesses conducted at properties it leasastiite Company, as contemplated by the
Intercompany Agreement between the Company andador®perating (the "Intercompany Agreement"), reféto below. Vornado
Operating expects to rely exclusively on the Conyparidentify business opportunities and curreettpects that those opportunities will
relate in some manner to the Company and its stateeinvestments rather than to unrelated bussess

The Distribution

On October 16, 1998, the Operating Partnership raatistribution (the "Distribution") of one sharea@mmon stock, par value $.01 per
share (the "Common Stock™), of Vornado Operating2fd units of limited partnership interest of thpeBating Partnership (including units
owned by the Company) held of record as of theectiousiness on October 9, 1998 and Vornado R&alist in turn made a distribution of
the Common Stock it received to the holders ofdtsimon shares of beneficial interest. While no Cemi8tock was distributed in respect of
the Company's $3.25 Series A Convertible PrefeSteares, the Company adjusted the Conversion Rrikeé into account the Distribution.
Vornado Operating's Common Stock is listed on theeAcan Stock Exchange under the symbol "VOO".
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Capital Contribution and Revolving Credit Agreement.

The Company initially capitalized Vornado Operatimigh an equity contribution of $25,000,000 of cash part of its formation, Vornado
Operating was granted a $75,000,000 unsecured/@aerevolving credit facility from Vornado (the &Rolving Credit Agreement").
Borrowings under the Revolving Credit Agreementrbeterest at a floating rate per annum equal ®Q@R plus 3%. Commencing Januan
1999, Vornado Operating pays the Company a commitfiee equal to 1% per annum on the average dailged portion of the facility.
Amounts may be borrowed under the Revolving Cradieement, repaid and reborrowed from time to tomea revolving basis (so long as
the principal amount outstanding at any time dagsrceed $75,000,000). Only interest and commitrifess are payable under the
Revolving Credit Agreement until it expires. Thev@king Credit Agreement prohibits Vornado Opergtfrom incurring indebtedness to
third parties (other than certain purchase monéy aed certain other exceptions) and prohibits ¥dmOperating from paying dividends.
Debt under the Revolving Credit Agreement is reseuo Vornado Operating.

Intercompany Agreement.

The Company and Vornado Operating have enteredhettntercompany Agreement pursuant to which, ajather things, (a) the Company
will under certain circumstances offer Vornado Gypielg an opportunity to become the lessee of certal property owned now or in the
future by the Company (under mutually satisfactegse terms) and (b) Vornado Operating will not enaky real estate investment or other
REIT-Qualified Investment unless it first offeretlCompany the opportunity to make such investmedttlae Company has rejected that
opportunity.

Under the Intercompany Agreement, the Company §eeed to provide Vornado Operating with certain endlstrative, corporate, accountit
financial, insurance, legal, tax, data procesdignan resources and operational services. For feegrees, Vornado Operating will
compensate the Company in an amount determinedadd faith by the Company as the amount an una#iidhird party would charge
Vornado Operating for comparable services andreithburse the Company for certain costs incurretaid to third parties on behalf of
Vornado Operating. For the period from October998 (commencement date) to December 31, 1998pxipmately $50,000 of
compensation for such services was charged pursudme Intercompany Agreement.

Vornado Operating and the Company each have thetagerminate the Intercompany Agreement if ttreepparty is in material default of
the Intercompany Agreement or upon 90 days writigtice to the other party at any time after Decan®de 2003. In addition, the Company
has the right to terminate the Intercompany Agragmpon a change in control of Vornado Operating.

Vornado Operating's Management.

Messrs. Roth, Fascitelli, West and Wight are doecbf Vornado Operating. Mr. Roth is also Chairméthe Board and Chief Executive
Officer of Vornado Operating, Mr. Fascitelli is alBresident of Vornado Operating, and certain atm@mnbers of the Company's senior
management hold a corresponding position with Vdon@perating.
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The Cold Storage Companies

On October 31, 1997, partnerships (the "Vornad@€et Partnerships") in which affiliates of the Qamy have a 60% interest and affiliates
of Crescent Real Estate Equities Company have aidt¥est acquired each of AmeriCold Corporatiohn(ericold") and URS Logistics,

Inc. ("URS"). In June 1998, the Vornado/Crescemtrigaships acquired the assets of Freezer Sentisesand in July 1998 acquired the
Carmar Group (Americold, URS, Freezer Services, and the Carmar Group, collectively, the "Coldr&ge Companies").

On March 12, 1999, the Vornado/Crescent Partnesstofd all of the non-real estate assets of thd Stwrage Companies encompassing the
operations of the cold storage business for appratély $48,000,000 to a new partnership owned 6@%dinado Operating Company and
40% by Crescent Operating Inc. The new partnetglaiges the underlying cold storage warehousesingki business from the
Vornado/Crescent Partnerships which continue to therreal estate. The leases have a 15 year tetmtwa-five year renewal options and
provide for the payment of fixed base rent and @atage rent based on customer revenues. The néversnip is required to pay for all costs
arising from the operation, maintenance and regfaine properties as well as property capital exares in excess of $5,000,000 annually.
Fixed base rent and percentage rent for the initége year is projected to be approximately $1iiiom The new partnership has the right to
defer a portion of the rent for up to three yeagibning on March 12, 1999 to the extent that awddl cash, as defined in the leases, is
insufficient to pay such rent.

Disposition and Acquisition of Interest in CESCR

On December 31, 1998, the Company sold approximat@pb of the outstanding partnership units of CRS@ Delaware limited partners!
that owns interests in and manages approximateB00000 square feet of office properties in CtySity, Arlington, Virginia, a suburb of
Washington, D.C., and manages an additional 140800square feet of office and other commercial prigs in the Washington, D.C. area)
to Vornado Operating Company for an aggregate mselprice of approximately $12,900,000, or $34upér(which is the price at which
CESCR issued partnership units in October 199®imection with a significant "roll-up" transactiohe purchase price was funded out of
Vornado Operating's working capital. After givinffeet to this purchase, the Company owned approtaip®.6% of CESCR as of Deceml|
31, 1998. In connection with this purchase, the gamy granted to Vornado Operating an option toireghe Company to repurchase all of
the CESCR units at the price at which Vornado Opegaourchased the CESCR units, plus a cumulagtrm on such amount at a rate of
10% per annum. The option was exercised on Mard999. Accordingly, the Company reacquired the CE$®@its from Vornado Operati
for $13,200,000.

Financing Activities
Corporate:

In April 1998, the Company completed the sale g620,000 common shares pursuant to an effectivistraion statement with net proceeds
to the Company of approximately $401,000,000. AtsApril 1998, the Company sold 1,132,420 commoarsh to a unit investment trust,
which were valued for the purpose of the trust4it.86 per share, resulting in net proceeds of pitely $44,000,000.

In November and December of 1998, the Companyawolaggregate of $87,500,000 of 8.5% Series D-1 Catime Redeemable Preferred
Units in the Operating Partnership to an institaéilcinvestor in a private placement, resulting éh proceeds of approximately $85,300,000.
The perpetual Preferred Units may be called witlpautalty at the option of the Company commencinglomember 12, 2003.

On March 17, 1999, the Company completed the g&8emllion 8.5% Series B Cumulative Redeemabldéired Shares, at a price $25.00
per share, pursuant to an effective registratiatestent with net proceeds to the Company of apprataly $72,200,000. Further on March
22, 1999, 400,000 shares were sold when the unidersvexercised their over-allotment option resigitin additional net proceeds to the
Company of $9,700,000. The perpetual preferredeshaay be called without penalty at the optiorhef€ompany commencing on March
17, 2004.
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Office:

In June 1998, the Company completed a $275,000¢f0tancing of its One Penn Plaza office buildimgl &orrowed $170,000,000 pursuant
thereto. In the third quarter of 1998, the Compbosrowed the remaining $105,000,000. The debt reatur June 2002, is prepayable at
anytime, and bears interest at LIBOR + 1.25% (culye6.35%). This debt replaced the $93,000,008d&imortgage loan financing put in
place when the property was acquired.

In February 1999, the Company completed a $1650000efinancing of its Two Penn Plaza office buifgland prepaid the then existing
$80,000,000 debt on the property. The new 5-yelar matures in February 2004 and bears interes0884.

Retail:

In February 1998, the Company completed a $1600000efinancing of the Green Acres Mall and preph&lthen existing $118,000,000
debt on the property. The new 10-year debt maiarbtarch 2008 and bears interest at 6.75%.

Cold Storage:

In April 1998, the Cold Storage Companies complet&$50,000,000 ten-year loan secured by 58 efatehouses. The loan bears interest at
6.89%. The net proceeds from the loan together wittking capital were used to repay $607,000,000riofge financing, which replaced
high yield debt assumed at the date of acquisition.

Merchandise Mart Properties:
In June 1998, the Company repaid the $26,000,008yame on 350 North Orleans Street, in Chicago.

In November 1998, the terms of the $24,000,000 gagre on the Washington Design Center were modifiedijust the interest rate from
LIBOR + 3.00% to LIBOR + 1.35% (currently 6.45%)dato extend the maturity date from April 2000 tovdmber 2000.

In February 1999, the Company exercised its optiaextend the maturity date on the $250,000,000 toaits Chicago Merchandise Mart
building from March 31, 1999 to September 30, 198%onnection therewith, the Company paid a fe&/8%o.

At December 31, 1998, the ratio of debt-to-entsgpralue (market equity value plus debt less oask)45% based on debt of $2.8 billion
which included the Company's proportionate shamebt of partially-owned entities. Historically etitompany has maintained a lower debt-
to-enterprise value ratio. In the future, in cortrm@Twith its strategy for growth, this percentagay change. The Company's policy
concerning the incurrence of debt may be reviewebtmaodified from time to time by the Company withthe vote of shareholders.

The Company may seek to obtain funds through eadigrings or debt financing, although there isaxpress policy with respect thereto.
The Company may offer its shares or Operating Bestip units in exchange for property and may refmage or otherwise reacquire its
shares or any other securities in the future.
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EBITDA By Segment and Region

The following table sets forth the percentage ef@ompany's EBITDA(1) by segment and region onoafgmma basis for the year ended
December 31, 1998 and on a historical basis foyéaes ended December 31, 1998 and 1997. The prafoolumn gives effect to the
acquisitions previously described and the finansiatjributable thereto, as if they had occurredamuary 1, 1997. Prior to April 1997, the
Company operated in one segment-retail real egidtearily in the Northeast section of the Unitadt8s.

Percentage of EBITDA

Pro Forma Historical

Years Ended December 31,

1998 1998 1997
Segment
OffiCe.. i 46% 37% 38%
Retail........ooooiiiiiiiiin 21% 26% 57%
Cold Storage.......ccccvvveveeveeeeeeenennnnn 16% 20% 8%
Merchandise Mart Properties................... 10% 9% --
Other......coooviiiiiiiiiie e 7% 8% (3)%
100% 100% 100%
Region
New York City metropolitan area............... 50% 54% 72%
Washington D.C./Northeast Virginia............ 18% 7% 1%
Chicago......ccovvviiiiiiiiieeeeeeceeeee 5% 6% --
NEW Jersey.....cccccvrvriiiiieieeeeeeeeennn 4% 5% 14%
Puerto RiCO........cceveiiiiiiiie i, 2% 2% 4%
Other (2)...ccoocoeeeiiieeeceieeeee 21% 26% 9%
100% 100% 100%

(1) EBITDA represents net income before interestes, depreciation and amortization, extraordianmyon-recurring items, gains or losses
on sales of real estate and the effect of strdigimg of property rentals for rent escalations.ndgement considers EBITDA a supplemental
measure for making decisions and assessing therpefice of its segments. EBITDA may not be compartabsimilarly titted measures
employed by other companies.

(2) Other includes the Cold Storage segment whéshfcilities in 33 states. See page 30 for details
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Relationship with Alexander's

The Company owns 29.3% of the outstanding sharesrafnon stock of Alexander's. See "Interstate Ritmss below for a description of
Interstate's ownership of the Company and Alexdsder

Alexander's has eight properties (see Item 2. Pliege Alexander's).

In March 1995, the Company lent Alexander's $45000. The loan, which was originally scheduled ttume in March 1998, has been
renewed for two additional one year periods andetiily matures in March 2000. The interest rate meast in March 1999 from 13.87% per
annum to 14.18% per annum. Management believes #rerno indications of impairment as discusse®tatement of Financial Accounting
Standards No. 114, "Accounting by Creditors for &inment of a Loan".

The Company manages, develops and leases the Aep@properties under a management and develo@agegment (the "Management
Agreement”) and a leasing agreement (the "Leasgrgément"”) pursuant to which the Company receinesia fees from Alexander's. The
Agreements have a one-year term expiring in Mafaaoh year and are automatically renewable.

Alexander's common stock is listed on the New Y8tiick Exchange under the symbol "ALX".
Interstate Properties

As of December 31, 1998, Interstate Properties dvapproximately 18.1% of the common shares of beiaéfnterest of the Company,
27.1% of Alexander's common stock and beneficialenship of 14.8% of Vornado Operating. InterstatgpBrties is a general partnership in
which Steven Roth, David Mandelbaum and RusseWight, Jr. are partners. Mr. Roth is the Chairmhathe Board and Chief Executive
Officer of the Company, the Managing General Partfiénterstate Properties, and the Chief Execu¥iécer and a director of both
Alexander's and Vornado Operating. Mr. Wight isustee of the Company and is also a director di Bééxander's and Vornado Operating.
Mr. Mandelbaum is a trustee of the Company andsis @ director of Alexander's.

Competition

The Company's four business segments, Office, R€wld Storage and Merchandise Mart Propertiesrate in highly competitive
environments. The Company's success depends upongaother factors, the trends of the nationallandl economies, the financial
condition and operating results of current and pective tenants and customers, the availability@sd of capital, construction and
renovation costs, income tax laws, governmentallegpns, legislation and population trends. ThenPany competes with a large numbe
real estate property owners. Principal factorsoofigetition are rent charged, attractiveness ofgntgmand the quality and breadth of services
provided. The Company has a large concentratignayerties in the New York City metropolitan aradjighly competitive market. The
economic condition of this market may be signifitamfluenced by supply and demand for space &edihancial performance and
productivity of the publishing, retail, pharmaceati insurance and finance industries.
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Environmental Regulations

Under various Federal, state and local laws, ordiea and regulations, a current or previous owneperator of real estate may be required
to investigate and clean up certain hazardousxic smbstances released at a property, and maglddiaible to a governmental entity or to
third parties for property damage or personal irgiand for investigation and clean-up costs ireziiby the parties in connection with the
contamination. Such laws often impose liabilitylvaitit regard to whether the owner or operator kngwravas responsible for, the release of
such substances. The presence of contaminatidre daifure to remediate contamination may adveraéict the owner's ability to sell or
lease real estate or to borrow using the realeeatollateral. Other Federal, state and locad,lavdinances and regulations require
abatement or removal of certain asbestos-contamisigrials in the event of demolition or certainaeations or remodeling and also govern
emissions of and exposure to asbestos fibers iaith&he operation and subsequent removal of icemtaderground storage tanks are also
regulated by Federal and state laws. In connegtitinthe ownership, operation and management gfriiperties, the Company could be held
liable for the costs of remedial action with resgecsuch regulated substances or tanks or retdadus.

Each of the Company's properties has been subjecteatying degrees of environmental assessmergratus times. The environmental
assessments did not reveal any material enviroraheandition. However, there can be no assuraratettle identification of new areas of
contamination, change in the extent or known sad®ntamination, the discovery of additional sitgschanges in cleanup requirements
would not result in significant costs to the Comypan

Certain Activities

Acquisitions and investments are not necessarijyired to be based on specific allocation by typproperty. The Company has historically
held its properties for long-term investment; hoer\t is possible that properties in the portfohay be sold in whole or in part, as
circumstances warrant, from time to time. Furtliee, Company has not adopted a policy that limisaimount or percentage of assets which
would be invested in a specific property. While @@mpany may seek the vote of its shareholdersinection with any particular material
transaction, generally the Company's activitiesraveewed and may be modified from time to timeitsyBoard of Trustees without the vote
of shareholders.

Employees

The Company has approximately 600 employees camgist 88 in the Office Properties segment, 53im Retail Properties segment, 384 in
the Merchandise Mart Properties segment and 7eicarporate office. This does not include emplsyaeartially-owned entities such as
the 5,500 employees of the Cold Storage Companigshee 400 employees at the Hotel Pennsylvania.

Segment Data

The Company operates in four business segmentieefoperties, Retail Properties, Cold StorageMarthandise Mart Properties. The
Company engages in no foreign operations.

The Company's principal executive offices are ledatt Park 80 West, Plaza Il, Saddle Brook, Newele®7663; telephone (201) 587-1000.
Item 2. Properties

The Company currently owns, directly or indirectBffice properties Retail properties, Cold Storaggehouses and the Merchandise Mart
Properties. The Company also owns or has investmenlry warehouse and industrial buildings, Aleden's, Hotel Pennsylvania and
Newkirk Joint Ventures
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Office

The Company's office properties consist of (i)aalh portion of 21 office buildings in the New Yd@ity metropolitan area (primarily
Manhattan) containing approximately 12.5 milliouacg feet (including 720,000 square feet of resfagice and 5 garages containing 334,000
square feet) (collectively, the "New York City Qffi Properties") and (ii) a 34% interest in ChaBeSmith Commercial Realty, L.P. which
owns interests in and manages approximately 1dlibmsquare feet of office properties in Northéfinginia and Washington D.C. (the

"CESCR Office Properties").

The following data on pages 16 to 20 covers the Nevk City Office Properties. The CESCR Office Peolies are described on page 21.

New York City Office Properties:

The following table sets forth the percentage efittew York City Office Properties revenue by termimtdustry:

Industry

Publishing..................
Finance...........cc.......

Media and Entertainment
Service Contractors
Apparel.......ccccocueee.

Engineering.................
Bank Branches............

Percentage

The average lease term of a tenant's lease isxpiely 12 years. Leases typically provide fopstgs in rent periodically over the term of
the lease and pass through to tenants the teshats of increases in real estate taxes and apgetpenses for a building over a base year.
Electricity is provided to tenants on a submetdrasis or included in rent based on surveys andstadjfor subsequent utility rate increases.
Leases also typically provide for tenant improvehatowances for all or a portion of the tenamtisial construction of its premises. None of
the tenants in the office segment accounted foertttan 10% of the Company's total revenue. Beloavisting of the New York City Office
Properties tenants which accounted for 2% or mbteeoNew York City Office Properties revenues 998:

(in thousands, except percentages)

Square Feet

Tenant Leased
Sterling Winthrop Inc............ 429
Times Mirror Company............. 519
The McGraw Hill

Companies Inc................ 447
Mutual Life Insurance Co......... 264
Information Builders, Inc........ 252
Kmart Corporation................ 287
R.H. Macy & Co. Inc.............. 154

Percentage
of the New
York City
Office
1998 Properties
Revenues Revenues

$18,268 %
16,056 6%
10,168 4%
8,259 3%
6,052 2%
5,620 2%
5,488 2%
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The following table sets forth as of December 298llease expirations for each of the next 10 yemsuming that none of the tenants
exercise their renewal options.

Annual Escalated
Percentage of Rent of Expiring Leases
Number of S guare Feetof  Total Leased = -----------= s
Year Expiring Leases E xpiring Leases  Square Feet Total Per Square Foot
187 793,000 6.4% $ 21,556,000 $27.18
106 396,000 3.2% 12,134,000 30.64
95 709,000 5.7% 20,456,000 28.85
86 768,000 6.2% 19,318,000 25.15
77 613,000 4.9% 18,263,000 29.79
60 820,000 6.6% 23,119,000 28.19
44 551,000 4.4% 14,788,000 26.84
51 765,000 6.2% 20,153,000 26.34
45 715,000 5.7% 21,571,000 30.17
58 1,109,000 8.9% 32,908,000 29.67

The following table sets forth the occupancy raté the average annual escalated rent per squaréofdbe New York City Office properties
at the end of each of the past two years.

Average Annual

As of Rentable Escalated Rent
December 31, Square Feet  Occupanc y Rate Per Square Foot
12,437,000 91 % $ 28.14
8,353,000 95 % $ 27.09

As of March 1, 1999, the occupancy rate of the Camyfs New York City Office properties was 92%. Exithg 770 Broadway, which was
acquired in July 1998, the occupancy rate was 9%6Raach 1, 1999 and 95% at December 31, 1998.
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In 1998, the New York City Office Properties leadeti55,931 square feet at a weighted averagelirgtid per square foot of $35.03.
Vornado's ownership interest is 820,975 squaredeatweighted average initial rent per square 6d&34.82. At December 31, 1997, the
weighted average escalated rent per square fodtdiorado's interest in such properties was $28-68owing is the detail by building:

1998 Leases

Average Average Annual  The Company's
Initial  Escalated Rent E stimate at
Rent Per Per Square Foot Mar ch 1, 1999 of
Square  Square Foot at December 31, Mar ket Rents Per
Location Feet Q) 1997 S quare Foot
One Penn Plaza........cc.cccoouvvnenne. 176,496  $ 38.27 $ 25.33 $35 .50 to $42.00
Two Penn Plaza 42,025 30.81 28.17 $35 .00 to $39.00
Eleven Penn Plaza..........ccccccue.... 130,511 30.77 28.02 $32 .00 to $35.00
Two Park Avenue..........ccccocueenee. 137,422 33.01 23.56 $31 .00 to $38.00
90 Park Avenue.... 99,710 39.13 36.52 $42 .00 to $50.00
1740 Broadway........ 22,865 43.35 34.90 $38 .00 to $44.00
150 East 58th Street.................... 31,347 34.73 30.19 $30 .00 to $40.00
866 United Nations Plaza................ 84,372 32.79 30.01 $33.00
40 Fulton Street................. . 4,993 30.00 26.35 $26 .00 to $30.00
330 Madison Avenue... 160,412 42.56 34.41 $38 .00 to $45.00
20 Broad Street..........ccceevvennnee. 19,494 30.00 27.24 $30.00
570 Lexington Avenue.................... 88,737 33.17 31.53 $38 .00 to $48.00
825 Seventh Avenue..........cc..c....... 157,547 29.46 12.63 $29.00
Total...oooeeeiiiieeeee 1,155,931 35.03 28.62
Vornado's ownership
interest 820,975 34.82 28.69

(1) Most leases include periodic step-ups in rethich are not reflected in the initial rent per apifoot leased.

-18-



New York City Office Properties

The following table sets forth certain informatifam the New York City Office Properties owned bgt@ompany as of December 31, 1998 or

as of the date of acquisition for properties aaqlithereafter.

Year
Originally
Developed
Location or Acquired (S
NEW YORK
Manhattan
One Penn Plaza (3) 1972
Two Penn Plaza 1968
770 Broadway 1907
Eleven Penn Plaza 1923
Two Park Avenue 1928
90 Park Avenue 1964
888 Seventh Avenue 1969

330 West 34th Street (3) 1925

Principal Tenants

(50,000 square feet
Location more)
NEW YORK
Manhattan

One Penn Plaza (3)

Two Penn Plaza

770 Broadway

Eleven Penn Plaza

BNY Financial Group
Buck Consultants
Cisco Systems
First Albany

Kmart Corporation
Metropolitan Life
Miller Freeman Inc.
MWB Leasing
Parsons Brinkerhoff
State of NY

Stone & Webster

Compaq Computer
Forest Electric
Information Builder
Madison Square Gard
McGraw Hill Co., In
Ogden Services
UHC Management

Chase Manhattan Ban
J. Crew
Kmart

Crowthers McCall
Executive Office Ne
General Mills

Times Mirror

Expiration  (thousands)

2004/2009  $ 275,000
2008

2005/2009

2008/2013

2016/2036
2002

2011/2016
2006

2008/2013

2003/2008
2006/2011

80,000(4)

s, Inc.  2013/2023
en 2007/2017

2020/2030
2008
2001/2006

1999 -
2012/2017
2016/2036

2010 53,901

twork 2012

2002
2001

Approximate Annualized
Land Leasable Number Base Rent
Area Building Square of per
g. Ft.) Feet Tenants Sq. Ft. (1
128,000 2,400,000 223 $ 268
117,000 1,508,000 68 27.2
63,000 1,016,000 5 20.1
56,000 956,000 72 26.1
44,000 946,000 48 22.9
38,000 877,000 30 32.2
32,000 848,000 61 29.9
46,000 628,000 12 12.5
Lease
Expiration/
or Option Encumbrances

Annualize
Escalated
Rent
per Sq. Ft
) @

d

. Percent
Leased (1)

8 $ 27.98

3 27.80

6 20.16

3 26.75

7 23.54

95%

97%

47%

97%

97%

1 37.63 100%

8 30.08 94%

6 12.65 100%



Two Park Avenue Herrick Feinstein
Scheflin & Summerse
Times Mirror Compan
United Way

90 Park Avenue Sterling Winthrop |

888 Seventh Avenue Golden Books
The Limited

330 West 34th Street (3)  City of New York
Master Garment
Props for Today

nc.

2010 65,000
2006

2010/2025
2013

2015/2035 -

2013 55,000
2014
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Year
Originally
Developed
Location or Acquired (S
1740 Broadway 1950
150 East 58th Street 1969

866 United Nations Plaza 1966

640 Fifth Avenue 1950
40 Fulton Street 1987
689 Fifth Avenue 1925
330 Madison Avenue 1963
(25% Ownership)

20 Broad Street (3) 1956
(60% Ownership)

570 Lexington Avenue 1930

(49.9% Ownership)

825 Seventh Avenue
(50% Ownership) 1968

WESTCHESTER
550/600 Mamaroneck Avenue
3) 1971/1969

NEW JERSEY
Paramus (3) 1987

CONNECTICUT
Westport 1980

Total Office Buildings

Vornado's Ownership Interest

Principal Tenants
(50,000 square fee
Location more)

Mutual of New York
William Douglas Mc

1740 Broadway

150 East 58th Street

866 United Nations Plaza  Fross & Zelnick
640 Fifth Avenue Bozell Jacobs Keny
40 Fulton Street Pencom Systems
689 Fifth Avenue

Bank Julius Baer
BDO Seidman

330 Madison Avenue
(25% Ownership)

20 Broad Street (3)
(60% Ownership)

N.Y. Stock Exchang

570 Lexington Avenue
(49.9% Ownership)

825 Seventh Avenue International
(50% Ownership) Merchandising Corp
Rubicom

WESTCHESTER
550/600 Mamaroneck Avenue
3)

NEW JERSEY
Paramus (3)

CONNECTICUT
Westport Metropolitan Life

Approximate Annualized
Land Leasable Number Base Rent
Area Building Square of per

g. Ft.) Feet Tenants Sq. Ft. (1
30,000 551,000 19 $ 310
21,000 548,000 125 29.9
90,000 386,000 81 30.2
22,000 249,000 13 25.2
18,000 234,000 27 26.4
6,000 84,000 7 55.2
33,000 771,000 47 34.4
20,000 459,000 16 27.1
16,000 433,000 45 31.3
18,000 160,000 3 27.6

666,000 234,000 49 19.3

148,000 118,000 27 16.8

955,000 120,000 5 22.3
2,567,000 13,526,000 983 27.0

2,517,000 12,467,000

Lease
Expiration/
tor Option Encumbrances
Expiration  (thousands)

2016/2026 -
Adams 2007

2009 $33,000

on 2008/2013 --
2007 -
2005 60,000
2010/2015
e 2003/2066 --
16,410

Young & 2013/2023
2008/2018 18,015

6,500

250

Insurance 2001 8,000

d

. Percent
Leased (1)

Annualize:
Escalated
Rent

per Sq. Ft
) @
6 $ 34.42
0 30.99
0 30.69
4 29.62
5 26.60
2 55.65
7 35.42
3 27.51
6 31.69
9 27.69
2 19.72
9 16.95
1 22.81
1 28.14

100%

92%

92%

81%

93%

68%

93%

94%

82%

100%

97%

65%

100%

91%

91%



Total Office Buildings $671,076

Vornado's Ownership Interest $ 608,847

(1) Represents annualized monthly base rent exajudint for leases which had not commenced as oélber 31, 1998, which are included
in percent leased.

(2) Represents annualized monthly base rent ficeoffroperties including tenant pass--throughspefrating expenses (exclusive of tenant
electricity costs) and real estate taxes.

(3) 100% ground leased property.

(4) At December 31, 1998, the property was encusatbby an $80,000,000 mortgage. In February 1989Cttmpany completed a
$165,000,000 refinancing on the property and prefia then existing $80,000,000 mortgage.
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CESCR Office Propetrties:

The following table sets forth certain informatifum the CESCR Office Properties (in which the Comphas a 34% interest), as of Decen
31, 1998 or as of the date of acquisition for prtps acquired thereafter.

Year
Originally Number Annu alized Annualized
Developed Number of Approximate Leasable of Base R ent per Escalated Rent
Location or Acquired Buildings Building Square Feet Tenants Sq. F t. (1) per Sq. Ft. (2)
Crystal Mall 1968 4 1,068,000 14 $ 24.17 $ 24.84
Crystal Plaza 1964-1969 6 1,223,000 127 21.42 21.54
Crystal Square 1974-1980 4 1,388,000 211 26.03 27.37
Crystal Gateway 1983-1987 4 1,081,000 107 26.85 27.53
Crystal Park 1984-1989 5 2,154,000 113 27.46 28.69
Arlington Plaza 1985 1 174,000 17 23.83 26.95
1919 S Eads Street 1990 1 93,000 7 26.69 27.38
Skyline Place 1973-1984 6 1,595,000 192 20.61 20.91
One Skyline Tower 1988 1 477,000 8 20.96 22.47
Courthouse Plaza 1988-1989 2 609,000 80 23.72 23.99
1101 17th Street 1963 1 204,000 55 27.50 28.40
1730 M Street 1963 1 190,000 49 22.77 24.34
1140 Connecticut Ave 1966 1 175,000 36 26.18 26.00
1150 17th Street 1970 1 226,000 43 26.15 26.42
Total Charles E.
Smith Properties 38 10,657,000 1,059 24.42 25.22
Lease
Expiration/
Percent Pr incipal Tenants Option Encumb rances
Location Leased (1) (50,000 square feet or more)  Expiration (thous ands)
Crystal Mall 100% General Serv ices Administration 2001/2011 $ 64,835
General Serv ices Administration 2001/2006
Crystal Plaza 100% General Serv ices Administration 2004/2014 75,803
Crystal Square 97% Boeing 2002/2007 82,287
General Serv ices Administration 2003/2008
Lockheed Mar tin 2003/2008
Oblon Spivak 2004/2009
Crystal Gateway 95% Analytical S ervices, Inc. 2001/2006 1 77,794
General Serv ices Administration 1999
Lockheed Mar tin 2002/2005
Science Appl ications Int'l Corp. 2002
Crystal Park 95% CE Smith Hea dquarters 2004/2009 3 16,023
General Serv ices Administration 2001/2011
Techmatics 2002/2007
US Airways H eadquarters 2008/2018
Vitro Corp 2002/2007
Arlington Plaza 100% Georgetown U niversity 2002/2007 18,455
Science Rese arch Analysis Corp. 2001/2011
1919 S Eads Street 94% Vitro Corp 2001/2004 13,841
Skyline Place 99% BDM Federal, Inc. 2000/2003 1 26,346
Electronic D ata Services 2000
Science Appl ication Int'l Corp. 2003/2008
Science Rese arch Analysis Corp. 2001
One Skyline Tower 100% General Serv ices Administration 1999 & 2009 68,871
Science Rese arch Analysis Corp. 2003/2008
Courthouse Plaza 100% Arlington Co unty 2003/2008 83,645
KPMG-Peat Ma rwick 2000/2003
1101 17th Street 96% American Iro n & Steel Institute 2001/2006 22,830
Cosmetic & T oiletry Assn 2000/2005
1730 M Street 98% General Serv ices Administration 2002/2012 19,026
General Serv ices Administration 1999/2004
League of Wo men Voters 2004/2009
1140 Connecticut Ave 93% Michaels & W ishner PC 2002/2007 22,876
The Investig ative Group 2000/2005
1150 17th Street 97% American Ent erprise Institute 2002/2012 9,804
Arthur Ander sen LLP 1999/2004



Total Charles E.
Smith Properties 98% $ 11 02,436

(1) Represents annualized monthly base rent exajudint for leases which had not commenced as oélber 31, 1998, which are included
in percent leased.

(2) Represents annualized monthly base rent ficeoffroperties including tenant pass-throughs efailing expenses (exclusive of tenant
electricity costs) and real estate taxes
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Retail

The Company owns 59 shopping center propertieshafws6 are strip shopping centers primarily lodatethe Northeast and Midatlantic
states, two are regional centers located in Sam, Rugerto Rico and one, the Green Acres Mall Ss@er-regional center located in Nassau
County, Long Island, New York. The Company's shogpienters are generally located on major regibiggiways in mature densely
populated areas. The Company believes its shomgintgrs attract consumers from a regional, ratieer & neighborhood marketplace

because of their location on regional highways.

As of March 1, 1999, the occupancy rate of theilrptaperties was 93%. The following table setsHdhe occupancy rate and the average
annual base rent per square foot (excluding theiGAeres Mall) for the properties at the end ofheaicthe past five years.

Average Annual

Rentable Base Rent
Year End Square Feet  Occupancy Rate Per Square Foot
1998 10,625,000 92% $ 10.53
1997 10,550,000 91% 9.78
1996 10,019,000 90% 9.09
1995 9,913,000 91% 8.68
1994 9,501,000 94% 8.05

The average annual base rent per square foot &nfilesr 31, 1998 for the Green Acres Mall was $1h9atal and $32.24 for mall tenants
only.

The Company's shopping center lease terms rangefive years or less in some instances, for smedieant spaces to as long as thirty years
for major tenants. Leases generally provide foitamthl rents based on a percentage of tenangs sald pass through to tenants the tenant's
share of all common area charges (including rodfstructure in strip shopping centers, unlessthiéstenant's direct responsibility), real
estate taxes and insurance costs and certain loax@nditures. Percentage rent accounted foithess2% of total shopping center revenues
in 1998. None of the tenants in the Retail Segraeabunted for more than 10% of the Company's tetanues.

Below is a listing of the Retail tenants which amcted for 2% or more of the Retail property renial$998:

(in thousands, except percentages) Percentage of
1998 Retail Property

Square Feet Property  Rentals (excluding
Tenant Leased Rentals reimbursements)
Bradlees, Inc. ("Bradlees") 1,300(1)

$13,917(1) 11%

The Home Depot, Inc. 409 4,922 4%
Kmart Corporation 359 3,547 3%
Staples, Inc. 214 2,868 2%
The TJX Companies, Inc. 328 2,728 2%

(1) Excludes the 14th Street and Union Square Prpparrently leased to Bradlees- see below.

In June 1995, Bradlees filed for protection undbager 11 of the U.S. Bankruptcy Code. Bradleesrgeuefrom bankruptcy in January 1999
when its plan of reorganization was confirmed. Twenpany withdrew its objection to Bradlees' progiogkan of reorganization after
obtaining Bradlees' agreement that its lease o€tmapany's 14th Street and Union Square propertifdierminate in March 2000. The lei
was scheduled to expire in October 2019, and coadaan option to renew for an additional ten ydaraddition, the rent under the lease was
increased by $1,100,000 per annum to $3,400,00@rparm from January 1999 to the March 2000 ternzinatate. In connection with the
foregoing, the Company paid $11,000,000 to Bradléke Company is considering various alternatieegte redevelopment of this site. T
Company currently leases 15 other locations to Besd Of these locations, the leases for 14 akg dularanteed by Stop & Shop Companies,
Inc., a wholly-owned subsidiary of Royal Ahold N&Jeading international food retailer, and oneuargnteed as to 70% of the rent.
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The following table sets forth as of December 28l lease expirations for each of the next 10 yassaming that none of the tenants
exercise their renewal options.

Annual Base Rent of
Expiring Leases

Number of Square Feet of  Percentage of Total  ---- s
Year Expiring Leases Expiring Leases Leased Square Feet Total Per Square Foot

114 403,000 3.3% $ 5,344,000 $13.26
62 455,000 3.7% 5,352,000 11.76
74 471,000 3.9% 5,300,000 11.25
66 1,177,000 9.7% 1 2,870,000 10.93
50 503,000 4.1% 5,836,000 11.60
69 871,000 7.1% 8,426,000 9.67
80 581,000 4.8% 8,054,000 13.86
46 862,000 7.1% 6,089,000 7.06
42 587,000 4.8% 6,027,000 10.27
17 382,000 3.1% 2,904,000 7.60

The Company's strip shopping centers are subdligriéased to large stores (over 20,000 squarg.f€ehants include destination retailers
such as discount department stores, supermarket® Improvements stores, discount apparel stores\barship warehouse clubs and
"category killers." Category killers are large s®mwhich offer a complete selection of a categditems (e.g., toys, office supplies, etc.) at
low prices, often in a warehouse format. Tenamgcgfly offer basic consumer necessities such ad,fbealth and beauty aids, moderately
priced clothing, building materials and home impment supplies, and compete primarily on the hzgisice.

The Company's two regional shopping centers lodatétontehiedra and Caguas, Puerto Rico, (bothhi€lwvare in the San Juan area)
contain 1,014,000 square feet of which the Compmamys 727,000 square feet. The centers are anchgriir major stores: Sears, Roebuck
and Co., Kmart (one in each of the centers) andial®&s Square Home Improvement store.

The Green Acres Mall is a 1.6 million square fagper-regional enclosed shopping mall complex stdid Nassau County, Long Island,
New York, approximately one mile east of the botoof Queens, New York. The Green Acres Mall is amet by four major departme
stores: Sears, Roebuck and Co., J.C. Penney Comipangnd Federated Department Stores, Inc. doirsgness as Stern's and as Macy's.
The complex also includes The Plaza at Green Aar&88,000 square foot strip shopping center wisiegimchored by Kmart and Waldbaul
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Retail Properties

The following table sets forth certain informatifom the Retail Properties as of December 31, 1998.

Ye
Origi
Devel
Location or Acq
NEW JERSEY
Bordentown 195
Bricktown 196
Cherry Hill 196
Delran 197
Dover 196
East Brunswick 195
East Hanover | 196
East Hanover Il 197
Hackensack 196
Jersey City 196
Kearny 195
Lawnside 196
Annualized
Base Rent p
Location Sg. Ft. (1
NEW JERSEY
Bordentown $ 6.63
Bricktown 10.57
Cherry Hill 9.25
Delran 5.87
Dover 6.29
East Brunswick 13.10
East Hanover | 10.85
East Hanover Il 10.36
Hackensack 15.53
Jersey City 12.35
Kearny 13.49
Lawnside 10.50

Approximate L

Building Squa
ar
nally Land Owned/
oped Area Leased by
uired (Acres) Company
8 31.2 179,000
8 23.9 260,000
4 37.6 231,000
2 17.5 168,000
4 19.6 173,000
7 19.2 216,000
2 24.6 271,000
9 8.1 91,000
3 21.3 208,000
5 16.7 223,000
9 35.3 42,000
9 16.4 145,000
L
Principal Tenants Expi
er Percent (30,000 square (0]
) Leased (1) feetor more) Exp
100% Bradlees (2) 20
Shop-Rite 20
100% Kohl's 20
Shop-Rite 20
96% Bradlees (2) 20
Drug Emporium
Shop & Bag 20
Toys "R" Us 20
100% Sam's Wholesale 20
100% Ames 20
Shop-Rite 20
100% Bradlees (2) 20
Shoppers World 20
T.J. Maxx 20
98% Home Depot 20
Marshalls 20
Pathmark 20
Today's Man 20
82%
98% Bradlees (2) 20
Pathmark 20
Staples 20
100% Bradlees (2) 20
Shop-Rite 20
68% Pathmark 20
100% Home Depot 20

Drug Emporium
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easable
re Feet

Owned by

Tenants Number
(Land Leased of
from Company) Tenants

4,000

10,000

59,000
3,000

62,000

ease
ration/
ption

iration

14

18

10
21

13

Encumbrances
(thousands)

01/2021
11/2016
08/2028
02/2017
06/2026
2002
07/2017
12/2042
11/2021
17/2037
12/2022
03/2023
07/2012
04/2009
09/2019
04/2009
01/2024
09/2014

12/2017
14/2034
03/2013
02/2022
08/2028
13/2033
12/2027
2007

$ 3,276(7)
9,919(7)

9,706(7)

2,848(7)
3,635(7)
8,205(7)

11,066(7)

10,381(7)

5,708(7)



Ye
Origi
Devel
Location or Acq
Lodi 197
Manalapan 197
Marlton 197
Middletown 196
Morris Plains 198
North Bergen 195
North Plainfield (3) 198
Totowa 195
Turnersville 197
Union 196
Vineland 196
Watchung 195
Woodbridge 195
NEW YORK
14th Street and Union
Square, Manhattan 199
Albany (Menands) 196
Annuali
Base Ren
Location Sq. Ft.
Lodi $ 9
Manalapan 9
Marlton 8
Middletown 12
Morris Plains 11
North Bergen 26
North Plainfield (3) 8
Totowa 16
Turnersville 5
Union 17
Vineland 4
Watchung 17
Woodbridge 13
NEW YORK
14th Street and Union
Square, Manhattan 9
Albany (Menands) 6

Approximate L

Building Squa
ar
nally Land Owned/
oped Area Leased by
uired (Acres) Company
5 8.7 130,000
1 26.3 194,000
3 27.8 173,000
3 22.7 180,000
5 27.0 172,000
9 4.6 7,000
9 28.7 217,000
7 40.5 178,000
4 23.3 89,000
2 24.1 257,000
6 28.0 143,000
9 53.8 50,000
9 19.7 233,000
3 0.8 232,000
5 18.6 141,000
zed Principal Tenants
tper Percent (30,000 square
(1) Leased (1) feetor more)
.03 100% National Wholesale
Liquidators
13 100% Bradlees (2)
Grand Union
54 100%  Kohl's (2)
Shop-Rite
.51 98% Bradlees (2)
Grand Union
.61 100% Kohl's
Shop-Rite
.22 100% A&P
.57 91% Kmart
Pathmark
73 100% Bradlees (2)
Home Depot
Marshalls
Circuit City
.98 100% Bradlees (2)
a7 99% Bradlees (2)
Toys "R" Us
Cost Cutter Drug
.16 17%
.50 97% B.J.'s Wholesale
.69 91% Bradlees (2)
Foodtown
Syms
.92 100% Bradlees
.35 100% Fleet Bank

Albany Public Mkts. (4)
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easable
re Feet
Owned by
Tenants Number
(Land Leased of
from Company) Tenants

- 1
2,000 7
7,000 10

52,000 22
1,000 19
55,000 3
- 13
139,000 7
7,000 3
- 11
- 3
116,000 6
3,000 10
- 1
- 2
Lease
Xpiration/
Option Encumbrances

Expiration  (thousands)

2013/2023  $ 2,420(7)

2002/2022  6,397(7)
2012/2022
2011/2031  5,398(7)
2004/2009
2002/2022  7,761(7)
2009/2029
2002/2023  6,600(7)
2002
2012/2032 -
2006/2016 3,109
2001/2011
2013/2028  15,646(7)
2015/2025
2007/2012
2018/2038
2011/2031  2,116(7)
2002/2022  15,975(7)
2015
2000
2,358(7)
2024 -
2002/2022  8,792(7)
2007/2014
2000/2005

2000 --
2004/2014 -
2000



Ye
Origi
Devel
Location or Acq
Buffalo (Amherst) (3) 196
Freeport 198
New Hyde Park (3) 197
North Syracuse (3) 197
Rochester
(Henrietta) (3) 197
Rochester 196
Valley Stream (Green Acres) (3) 195
PENNSYLVANIA
Allentown 195
Bensalem 197
Bethlehem 196
Broomall 196
Glenolden 197
Lancaster 196
Annualized
Base Rent p
Location Sg. Ft. (1
Buffalo (Amherst) (3) $ 6.99
Freeport 11.53
New Hyde Park (3) 13.55
North Syracuse (3) 2.74
Rochester
(Henrietta) (3) 5.86
Rochester 6.05
Valley Stream (Green Acres) (3) (5)
PENNSYLVANIA
Allentown 10.13
Bensalem 5.84
Bethlehem 5.41
Broomall 9.41
Glenolden 10.73
Lancaster 4.42

Approximate L
Building Squa
ar
nally Land Owned/
oped Area Leased by
uired (Acres) Company

8 22.7 185,000

1 12.5 167,000

6 12.5 101,000
6 29.4 98,000

1 15.0 148,000
6 18.4 176,000
8 100.0 1,525,000

7 86.8 263,000

2 23.2 119,000
6 23.0 157,000

21.0 146,000
10.0 101,000
28.0 180,000

[o20¢) <))

Principal Tenants Expi

er Percent (30,000 square
) Leased (1) feetor more)

96% Circuit City
Media Play 20
MJ Design 20
Toys "R" Us
T.J. Maxx

100% Home Depot
Cablevision

100% Mayfair Supermarkets

100% Reisman Properties

47% Hechinger (4)

41% Hechinger (4)

94% Macy 20
Sterns 20
JC Penney 20
Sears 20
Home Depot (6)
Kmart
Dime Savings Bank
Greenpoint Bank

100% Hechinger
Shop-Rite 20
Burlington Coat
Factory
Wal*Mart 20
Sam's Wholesale
T.J. Maxx 20

Exp

20

20
20

20

20

95% Kohl's (2) 20
81% Pathmark 20

Super Petz 20
100% Bradlees (2)
100% Bradlees (2)
51% Weis Markets
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20
20
20

20

easable
re Feet
Owned by
Tenants Number
(Land Leased of
from Company) Tenants

112,000 10
- 3
- 1
- 1
- 1
- 1
71,000 156
354,000 20
7,000 10
3,000 13
22,000 5
- 3
- 7
ease
ration/
ption Encumbrances

iration  (thousands)
2017 $ 4,863(7)

02/2017

06/2017

2013
2004

11/2021 8,021(7)
2004

19/2029 2,043(7)
2014 -

05/2025 2,203 (7)
05/2025  2,832(7)
06/2036 165,574
07/2017

12/2017

23/2073

10/2038
2020
2009

11/2031  7,696(7)
11/2019
2017

2412094

24/2094

03/2008

11/2031 3,967(7)
08/2033 -
05/2015

06/2026 3,260(7)
12/2022 4,245(7)
08/2018 2,312(7)



Ye
Origi
Devel
Location or Acq
Levittown 196
10th and Market
Streets, Philadelphia 199
Upper Moreland 197
York 197
MARYLAND
Baltimore (Belair Rd.) 196
Baltimore (Towson) 196
Baltimore (Dundalk) 196
Glen Burnie 195
Hagerstown 196
CONNECTICUT
Newington 196
Waterbury 196
MASSACHUSETTS
Chicopee 196
Milford (3) 197
Springfield 196
TEXAS
Lewisville 199
Mesquite 199
Dallas 199
Annualiz
Base Rent
Location Sq. Ft.
Levittown 5.
10th and Market
Streets, Philadelphia $ 9.
Upper Moreland 7.
York 4.
MARYLAND
Baltimore (Belair Rd.) 5.
Baltimore (Towson) 9.
Baltimore (Dundalk) 6.
Glen Burnie 5.
Hagerstown 3.
CONNECTICUT
Newington 6.
Waterbury 6.
MASSACHUSETTS
Chicopee 4,
Milford (3) 5.
Springfield 12.
TEXAS
Lewisville 14.
Mesquite 15.
Dallas 10.

Approximate L

Building Squa
ar
nally Land Owned/
oped Area Leased by
uired (Acres) Company
4 12.8 104,000
4 1.8 271,000
4 18.6 122,000
0 12.0 113,000
2 16.0 206,000
8 14.6 146,000
6 16.1 183,000
8 21.2 117,000
6 13.9 133,000
5 19.2 134,000
9 19.2 140,000
9 15.4 112,000
6 14.7 83,000
6 17.4 8,000
0 13.3 35,000
0 5.5 71,000
0 9.9 100,000
ed Principal Tenants
per Percent (30,000 square
(1) Leased (1) feetor more)
98 100%  (2)
36 7% Kmart
50 100% Sam's Wholesale
64 100% Builders Square
95 65% Food Depot
64 100% Staples
Cost Saver Supermarket
Drug Emporium
78 82% A&P
Ollie's
99 100% Weis Markets
29 100% Big Lots
Pharmhouse
Weis Markets
86 100% 2)
The Wiz
33 100% Toys "R" Us
Shaws Supermarkets
71 84% Bradlees (2)
26 100% Bradlees (2)
25 100% Wal*Mart
52 84% Albertson's (6)
25 98%
13 83% Albertson's (6)
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Ex

easable
re Feet
Owned by
Tenants Number
(Land Leased of
from Company) Tenants

- 1
- 5
- 1
- 3
- 2
7,000 7
- 17
3,000 5
15,000 6
45,000 4
3,000 10
3,000 2
- 1
117,000 2
7,000 14
- 13
- 9
Lease
piration/
Option Encumbrances

xpiration  (thousands)

2006/2026 2,283(7)

2010/2035 $ --
2010/2015 3,517(7)
2009/2018 1,463(7)

2003 -
2004 5,779(7)
2000/2020
2004
2002/2017 4,084(7)
2003/2008
2018/2053 2,299(7)
2002/2012 -
2008/2012
2004/2009

2002/2022  3,042(7)
2007/2027

2010 3,889(7)
2003/2018

2002/2022  1,999(7)
2004/2009 -

2018/2092 -
2055 764(7)
3,445(7)
2055 1,987(7)



Approximate L easable

Building Squa re Feet
Ye ar Owned by
Origi nally Land Owned/ Tenants Number
Devel oped Area Leased by (Land Leased of
Location or Acq uired (Acres) Company from Company) Tenants
PUERTO RICO
(SAN JUAN AREA)
Montehiedra 199 7 57.1 525,000 - 96
Caguas (50% ownership of mall 199 8 35.0 343,000 -- 105
stores and 75% ownership of Kmart
store)
Total Shopping Centers 1,362.2 10,915,000 1,356,000 785
Vornado's Ownership Interest 1,346.6 10,774,000 1,356,000
Lease
Annualize d Principal Tenants Exp iration/
Base Rent per Percent (30,000 square Option Encumbrances
Location Sq. Ft. ( 1) Leased (1) feetor more) Ex piration  (thousands)
PUERTO RICO
(SAN JUAN AREA)
Montehiedra $ 16.0 2 100% Kmart 2 022/2072  $62,180
Builders Square 2 022/2072
Marshalls 2 010/2025
Caribbean Theatres 2 021/2026
Caguas (50% ownership of mall 25.8 6 92% Kmart
stores and 75% ownership of Kmart Sears (6) 2064 70,941
store)
Total Shopping Centers 10.5 3 93% $516,004
Vornado's Ownership Interest 93% $480,534

(1) Represents annualized monthly base rent exajugliound leases, storage rent and rent for legisiet had not commenced as of
December 31, 1998, which are included in percergdd.

(2) These leases are either fully guaranteed by &t8hop, a wholly-owned subsidiary of Royal Ahdl¥, or in the case of Totowa,
guaranteed as to 70% of rent.

(3) 100% ground and/or building leasehold interetiier than Green Acres, where approximately 10%h@fQround is leased.
(4) The tenant has ceased operations at theséolegdtut continues to pay rent.

(5) Annualized rent per square foot is $12.92 taltand $32.24 for the mall tenants only.

(6) Square footage excludes anchor store which @wshasnd and building.

(7) These encumbrances are cross collateralizeerandhortgage in the amount of $227,000,000 at iDbee 31, 1998.
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Cold Storage

The Company has a 60% interest in the Vornado/@ndgeartnerships that currently own 88 refrigeratadehouses with an aggregate of
approximately 450 million cubic feet (excludes Hglitional warehouses containing approximately 8liani cubic feet managed by the Cold
Storage Companies doing business as AmeriCold ticglisThe Cold Storage segment is headquarter@tlamta, Georgia.

On March 12, 1999, the Vornado/Crescent Partnesstofd all of the non-real estate assets of AmédiCogistics encompassing the
operations of the cold storage business for appratély $48,000,000 to a new partnership owned 6@%dinado Operating Company and
40% by Crescent Operating Inc. The new partnerglaiges the underlying cold storage warehousesingki business from the
Vornado/Crescent Partnerships which continue to therreal estate. The leases have a 15 year tetmtwa-five year renewal options and
provide for the payment of fixed base rent and @etage rent based on customer revenues. The néversnip is required to pay for all costs
arising from the operation, maintenance and regfaine properties as well as property capital exares in excess of $5,000,000 annually.
Fixed base rent and percentage rent for the iné#de year is projected to be approximately $1Biom The new partnership has the right to
defer a portion of the rent for up to three yeagibning on March 12, 1999 to the extent that awddl cash, as defined in the lease, is
insufficient to pay such rent.

AmeriCold Logistics provides the frozen food indyswith refrigerated warehousing and transportatimnagement services. Refrigerated
warehouses are comprised of production and digioibdiacilities. Production facilities typically see one or a small number of customers,
generally food processors, located nearby. Thestimers store large quantities of processed olafignprocessed products in the facility
until they are shipped to the next stage of pradaair distribution. Distribution facilities priméy warehouse a wide variety of customers'
finished products until future shipment to end-as&ach distribution facility primarily servicestsurrounding regional market. AmeriCold
Logistics' transportation management services deloeight routing, dispatching, freight rate néggwn, backhaul coordination, freight bill
auditing, network flow management, order consolatatnd distribution channel assessment. AmeriColgistics' temperature-controlled
logistics expertise and access to both frozen feahouses and distribution channels enable itoess to respond quickly and efficiently
to time-sensitive orders from distributors and iteta.

AmeriCold Logistics' customers consist primarilynattional, regional and local frozen food manufeats, distributors, retailers and food
service organizations which include Con-Agra, Ifigson Foods, H.J. Heinz & Co., McCain Foods, Billy, Sara Lee, Phillip Morris, J.R.
Simplot, Farmland Industries and Unilever.
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Facilities

The following table shows the location, size aruktyf facility for each of the Cold Storage projesrtas of December 31, 1998:

Type
Production(P)/
Distribution(D)/ Owned/
Property Managed(M) Leased (

GEORGIA
Xavier Drive, SW D Owned
Atlanta, GA
Lakewood Avenue, SW D Owned
Atlanta, GA
Laney-Walker Road P Owned
Augusta, GA
Westgate Parkway D Owned
Atlanta, GA
Westgate Parkway D Owned
Atlanta, GA
South Airport Drive P Owned

Montezuma, GA

121 Roseway Drive P Owned
Thomasville, GA

TOTAL GEORGIA

NORTH CAROLINA

West 9th Street P Owned
Charlotte, NC

Exchange Street P Owned
Charlotte, NC

Sara Lee Road P Leased
Tarboro, NC

TOTAL NORTH CAROLINA

Total Type
Cubic Production
Footage Distributi
in millions)  Property Managed(
PENNSYLVANIA
11.1 RD2, Orchard Lane
Leesport, PA
2.9 Mill Road D
Fogelsville, PA
1.1 Dry M
2600 Brodhead Road
Bethlehem, PA
114 Refrigerated M
4000 Miller Circle North
Bethlehem, PA
3.5
TOTAL
PENNSYLVANIA
4.2
TEXAS
10300 South East Third Street
6.9 Amarillo, TX
41.1 200 Railhead Drive D
- Ft. Worth, TX
Dry M
1.0 1006 Railhead Drive
Ft. Worth, TX
4.1
Refrigerated M
1005 Railhead Drive
Ft. Worth, TX
3.4
TOTAL TEXAS
8.5
WASHINGTON
South Walnut
Burlington, WA P/D
Wheeler Road P/D
Moses Lake, WA
14th Avenue South P

Walla Walla, WA
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Total
P)/ Cubic
on(D)/ Owned/  Footage
M)  Leased (in millions)

Owned 5.8
Owned 85% 21.6
Leased 15%

Managed 16.1

Managed 7.3

50.8

Owned 3.2

Owned 34

Managed  13.0

Managed 7.6

27.2
Owned 4.7
Owned 7.3
Owned 3.1



Type Total Type Total

Production(P)/ Cubic Production P)/ Cubic
Distribution(D)/ Owned/ Footage Distributi on(D)/ Owned/  Footage
Property Managed(M) Leased ( in millions)  Property Managed( M)  Leased (in millions)
SOUTH CAROLINA Industrial Way P Leased 6.7
Pasco, WA
Shop Road P Owned 1.6
Columbia, SC
West Juniper Street P Owned 5.7
ALABAMA Connell, WA
West 25th Avenue P Owned 2.0 Dodd Road P/D Owned 1.2
Birmingham, AL Wallula, WA
Newcomb Avenue P Leased 1.2
Montgomery, AL
TOTAL
WASHINGTON 28.7
East Air Depot Road P Leased 4.0 VIRGINIA
Gadsden, AL
East Princess Anne Road P Owned 1.9
Railroad Avenue P Owned 2.2 Norfolk, VA
Albertville, AL
MASSACHUSETTS
4th Street, West M Managed 0.1
Birmingham, AL --- East Main Street P/D Owned 1.9
Gloucester, MA
TOTAL ALABAMA 9.5
--- Railroad Avenue P/D Owned 0.3
KANSAS Gloucester, MA
North Mead P Owned 2.8 Rogers Street P/D Owned 2.8
Wichita, KS Gloucester, MA
2007 West Mary Street P Owned 2.2 Rowe Square P/D Owned 2.4
Garden City, KS Gloucester, MA
Inland Drive P/D Owned 35.2(1) Wildett Circle P/D Owned 3.1
Kansas City, KS Boston, MA
TOTAL KANSAS 40.2 Pleasant Street P/D Owned 4.7
Watertown, MA
MISSOURI TOTAL
MASSACHUSETTS 15.2
West Highway 20 P Owned 4.8
Marshall, MO UTAH
No. 1 Civil War Road D Owned 33.1 South Street P/D Owned 8.6
Carthage, MO Clearfield, UT
TOTAL MISSOURI 37.9

(1) AmeriCold Logistics plans to cease warehousipgrations at this facility in October 1999 whicti Wwave no effect on the rent being paid
to the Vornado/Crescent Partnership because tlessation of operations was contemplated at thedinttee March 12, 1999 sale.
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Type Total Type Total

Production(P)/ Cubic Production P)/ Cubic
Distribution(D)/ Owned/ Footage Distributi on(D)/ Owned/  Footage
Property Managed(M) Leased ( in millions)  Property Managed( M)  Leased (in millions)
IOWA ARKANSAS
Maple Drive D Owned 3.7 Midland Boulevard P Owned 1.4
Fort Dodge, 1A Fort Smith, AR
State Street P/D Owned 8.8 Genoa Road P Owned 47
Bettendorf, IA Texarkana, AR
TOTAL IOWA 12.5 South Airport Road D Owned 5.3
-—-- West Memphis, AR
TENNESSEE
300 El Mira P Owned 5.6
East Parkway South P Owned 5.6 Russellville, AR
Memphis, TN
Spottswood Avenue P Owned 0.5 203 Industrial Boulevard P Owned 9.5
Memphis, TN Russellville, AR
Stephenson Drive P/D Owned 4.5 1200 N. Old Missouri Road P Owned 6.6
Murfreesboro, TN Springdale, AR -
Biffle Road P Managed 2.4 TOTAL ARKANAS 33.1
Newbern, TN -
FLORIDA
TOTAL TENNESSEE 13.0
---- South Lois Avenue D Owned 0.4
Tampa, FL
OREGON
U.S. Highway 17
Bartow, FL P/D Owned 1.4
Westland Avenue P Owned 4.0
Hermiston, OR
South Alexander Street P/D Owned 0.8
Plant City, FL
S.E. McLoughlin Blvd. D Owned 47 50th Street P/D Owned 80% 3.9
Milwaukie, OR Tampa, FL Leased 20%
Brooklake Road P Owned 4.8
Brooks, OR
Port of Tampa D Owned 1.0
Tampa, FL
Portland Road N.E. P/D Owned 12.5 TOTAL FLORIDA 75
Salem, OR -
Silverton Road P/D Owned 6.3
Woodburn, OR
N.E. First Street P Leased 8.1
Ontario, OR
TOTAL OREGON 40.4
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Type
Production(P)/
Distribution(D)/ Owned/
Property Managed(M) Leased (

OKLAHOMA

South Hudson P Owned
Oklahoma City, OK

Exchange Street P Owned
Oklahoma City, OK

TOTAL OKLAHOMA
MISSISSIPPI

751 West Churchill Road P Owned
West Point, MS

MAINE

Read Street P/D Owned
Portland, ME

IDAHO

U.S. Highway 30 P/D Owned
Burley, ID

4th Street North P Owned
Nampa, ID

TOTAL IDAHO
ILLINOIS

Americold Drive D Owned
Rochelle, IL

18531 U.S. Route 20 West P Owned
East Dubuque, IL

TOTAL ILLINOIS

NEW YORK

Farrell Road D Owned
Syracuse, NY

INDIANA

Arlington Avenue D Owned
Indianapolis, IN

Total Type
Cubic Production
Footage Distributi
in millions)  Property Managed(
CALIFORNIA
0.7 Malaga Place D
Ontario, CA
1.4 Santa Ana D
Ontario, CA
2.1 West Magnolia Boulevard P/D
Burbank, CA
Jesse Street P/D
4.7 Los Angeles, CA
5th Street P/D
Turlock, CA
1.8 South Kilroy Road P/D
Turlock, CA
Coil Avenue D
10.7 Wilmington, CA
751 North Vintage Street M
Ontario, CA
8.0
South Raymond Avenue P/D
Fullerton, CA
18.7
---- Salinas Road P/D
Pajaro, CA
6.0 West Riverside Drive P/D
Watsonville, CA
5.6 Wanamaker Avenue M
Ontario, CA
11.6 Airport Drive M
-—-- Ontario, CA
TOTAL CALIFORNIA
11.8 WISCONSIN
Route 2 P
Tomah, WI
9.1 110th Street P/D
Plover, WI

TOTAL WISCONSIN
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Total
P)/ Cubic
on(D)/ Owned/  Footage
M)  Leased (in millions)

Owned 24% 8.1
Leased 76%

Leased 1.9
Owned 0.8
Owned 2.7
Owned 25
Owned 3.0

Managed 4.5

Managed 0.5

Leased 2.8
Leased 14
Owned 5.4

Managed 3.2
Managed 13.5

50.3

Owned 4.6

Owned 9.4

14.0



Type
Production(P)/
Distribution(D)/ Owned/
Property Managed(M) Leased (

NEBRASKA
950 South Schneider P Owned
Street
Fremont, NE
East Roberts Street P/D Leased

Grand Island, NE

TOTAL NEBRASKA

SOUTH DAKOTA

2300 East Rice Street P Owned
Sioux Falls, SD

Distribution Development M Managed
802 East Rice Street

Sioux Falls, SD

TOTAL SOUTH DAKOTA

Total Type

Cubic Production

Footage Distributi

in millions)  Property Managed(
COLORADO

2.2 East 50th Street P/D
Denver, CO

2.2 North Washington Street P/D

Denver, CO
TOTAL COLORADO

4.4

- KENTUCKY
1541 U.S. Highway 41 North P
Sebree, KY

29
MINNESOTA

34

- U.S. Highway 71 South M

Park Rapids, MN

6.3 NEW JERSEY

Total
P)/ Cubic
on(D)/ Owned/  Footage
M)  Leased (in millions)

Owned 52% 2.8

Leased 48%

Leased 0.6

3.4

Owned 2.7

Managed 5.9

N. Mill road P Managed 2.7
ARIZONA Vineland, NJ
455 South 75th Avenue D Owned 2.9
Phoenix, AZ
The above table is summarized as follows:
Total
Cubic Percent Number
Feet of of
Type of Property (in millions) Total Facilities
Owned facilities.............. 406.7 90% 78
Leased facilities............. 43.2 10% 10
449.9 100% 88
Managed facilities............ 80.2 13
530.1 101
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Merchandise Mart Properties

The Merchandise Mart Properties are a portfolisefen properties containing an aggregate of appaiely 6.7 million square feet. The
properties are used for offices (34%), showroon384dpand retail stores (3%). The Company acquiredelassets in separate transactions in
1998. In April 1998, the Company purchased foutdings containing approximately 5.4 million squéeet from the Kennedy Family,
including the 3.4 million square foot Merchandisarbuilding in Chicago, the adjacent 350 Northe@rls Street building, the Washington
Office Center and the adjacent Washington DesigneZeln December 1998, the Company purchased.&hmillion square foot Market
Square Complex and in a separate transaction medhihe National Furniture Mart in High Point, No@arolina.

Office Space

The following table sets forth the percentage efiherchandise Mart Properties office revenues banés industry:

Industry Percentage
Government 40.4%
Service 20.3%
Telecommunications 16.2%
Insurance 12.9%
Pharmaceutical 4.9%
Other 5.3%

The average lease term of a tenant's lease is&l8.\leeases typically provide for step-ups in pariodically over the term of the lease and
pass through to tenants the tenant's share ofdisesdan real estate taxes and operating expensadénlding over a base year. Electricity is
provided to tenants on a submetered basis or iadlirdrent based on surveys and adjusted for subseqtility rate increases. Leases also
typically provide for tenant improvement allowandesall or a portion of the tenant's initial conattion of its premises. None of the tenants
in the Merchandise Mart Properties segment accduntemore than 10% of the Company's total reveBeadow is a listing of the
Merchandise Mart Properties office tenants whiatoaated for 2% or more of the Merchandise Mart Brigs' revenues in 1998:

Percentage of
Merchandise

(in thousands, except percentages) Mart
Square Feet 1998 Properties

Tenant Leased Revenues Revenues
General Services Administration 303 5,725 7%
Bankers Life and Casualty 303 3,695 4%
Ameritech 234 3,527 4%
Chicago Transit Authority 244 3,179 4%

CCC Information Services 144 2,541 3%
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As of March 1, 1999, the occupancy rate of the Mentlise Mart Properties' office space was 95% .féll@ving table sets forth the
occupancy rate and the average escalated rengparesfoot for the Merchandise Mart PropertiestefSpace at the end of each of the past
five years.

Average Escalated

Rentable Rent
Year End  Square Feet Occupancy Rate Per Square Foot
1998 2,274,000 95% $ 19.68
1997 2,160,000 91% 19.50
1996 2,026,000 88% 19.42
1995 2,028,000 85% 19.34
1994 2,043,000 83% 18.21

The following table sets forth as of December 398loffice lease expirations for each of the nékxydars assuming that none of the tenants
exercise their renewal options.

Annual Escalated

Percentage of Total Rent of Expiring Leases
Number of Square Feet of Leased = = - e
Year Expiring Leases  Expirin g Leases Square Feet Total Per Square Foot
18 52 ,000 2.4% $1,034,00 0 $19.88
14 335 ,000 15.2% 8,884,00 0 26.52
9 41 ,000 1.9% 937,00 0 22.85
9 37 ,000 1.7% 1,118,00 0 30.22
5 70 ,000 3.2% 1,594,00 0 22.77
1 29 ,000 1.3% 693,00 0 23.89
1 42 ,000 1.9% 1,060,00 0 25.23
4 32 ,000 1.5% 1,202,00 0 37.56
9 439 ,000 19.9% 7,802,00 0 17.77
10 441 ,000 20.0% 7,898,00 0 17.91

Showroom Space

The Merchandise Mart Properties' showroom spacesggtes 4,177,000 square feet of which 2,611,00arsdeet is located in the
Merchandise Mart building and 350 North Orlean€hicago, 1,223,000 square feet is located in thekdt&square Complex (including the
National Furniture Mart) in High Point, North Cara and 343,000 square feet is located in the DeS&nter in Washington, D.C. T
showroom space consists of 2,850,000 square ferdrafanent mart space (leased to manufacturerdisimitbutors whose clients are retail
specifiers and end users), 966,000 square feetraignent design center space (leased to wholes#iese principal clientele is interior
designers), and 361,000 square feet of temporarikahauite space (used for trade shows).

The showrooms provide manufacturers and wholesal#ihspermanent and temporary space in which tplaysproducts for buyers,
specifiers and end users. The showrooms are a¢sbfashosting trade shows for the contract fumeitecasual furniture, gift-ware, carpet,
residential furnishings, crafts, and design indestrThe Merchandise Mart Properties own and opéiat of the leading furniture/gift-ware
trade shows including the contract furniture indgistlargest trade show, the NeoCon Show, whidlaett over 50,000 attendees annually
is hosted at the Merchandise Mart building in Co@arhe Market Square Complex co-hosts the hommtéue industry's semannual marke
weeks which occupy over 8,800,000 square feetarHigh Point, North Carolina region.
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As of March 1, 1999 the occupancy rate of the Manclise Mart Properties’ showroom space was 95%fdllogving table sets forth the
occupancy rate and the average escalated rengparesfoot for this space at the end of each op#se five years.

Average Annual

Rentable Occupancy Escalat ed Rent
Year End Square Feet Rate Per Squ are Foot
1998 4,177,000 95% $21 .50
1997 2,817,000 93% 20 .94
1996 2,825,000 88% 20 .65
1995 2,953,000 75% 22 .07
1994 2,906,000 73% 22 .35

The following table sets forth as of December 298 showroom lease expirations for each of the h@xtears assuming that none of the
tenants exercise their renewal options.

Ann ual Escalated
Percentage of Total Rent o f Expiring Leases
Number of Squ are Feet of Leased = -
Year Expiring Leases Exp iring Leases Square Feet Total Per Square Foot

260 526,000 12.9% $ 8,200,0 00 $15.59
277 651,000 16.0% 12,533,0 00 19.25
230 620,000 15.3% 9,371,0 00 15.11
129 377,000 9.3% 7,028,0 00 18.64
128 473,000 11.6% 9,814,0 00 20.75
35 244,000 6.0% 4,104,0 00 16.82
21 146,000 3.6% 3,348,0 00 22.93
27 134,000 3.3% 3,458,0 00 25.81
25 163,000 4.0% 3,433,0 00 21.12
29 157,000 3.9% 3,184,0 00 20.28

Retail Stores

The Merchandise Mart Properties' portfolio alsotaors approximately 200,000 square feet of retailes which were 66% occupied at
March 1, 1999.

Merchandise Mart in Chicago

The Merchandise Mart in Chicago is a 25-story inguisuilding. Built in 1930, the Merchandise Mastane of the largest buildings in the
nation, containing over 4,000,000 gross squaredieehich approximately 3,440,000 square feet igable.
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As of March 1, 1999, the occupancy rate of the Manclise Mart in Chicago was 96%. The following ¢adets forth the occupancy rate and
the average escalated rent per square foot anhthefeeach of the past five years.

Average
Annual
Escalated
Rentable Rent Per
Year Ended Square Feet Occupan cy Rate Square Foot

1998 3,440,000 96 % $21.50
1997 3,411,000 96 % 20.94
1996 3,404,000 94 % 20.65
1995 3,404,000 82 % 22.07
1994 3,401,000 78 % 22.35

The following table sets forth as of December 398llease expirations at the Merchandise Mart iic&gjo for each of the next 10 years
assuming that none of the tenants exercise reratians.

Ann ual Escalated
Rent of Expiring Leases
Number of Square Feet of Percentage of Total ~---------- s
Year Expiring Leases Expiri ng Leases Square Feet Total Per Square Foot
136 2 42,000 7.3% $4,997,00 0 $20.65
136 3 85,000 11.6% 9,591,00 0 24.91
100 1 96,000 5.9% 4,928,00 0 25.14
70 1 97,000 6.0% 4,780,00 0 24.26
84 3 11,000 9.4% 6,885,00 0 22.14
33 1 73,000 5.2% 4,134,00 0 23.90
20 1 82,000 5.5% 4,249,00 0 23.35
29 1 39,000 4.2% 3,527,00 0 25.37
29 4 59,000 13.9% 8,693,00 0 18.94
19 5 03,000 15.2% 9,545,00 0 18.98

The aggregate undepreciated tax basis of depreaiahl property at the Merchandise Mart in Chicgd-ederal income tax purposes was
approximately $165,000,000 as of December 31, 1888 depreciation for such property is computed-fderal income tax purposes on the
straight-line method over thirty-nine years.

For the 1997 tax year, the tax rate in Chicagafonmercial real estate is $8.84 for $100 assesslee which results in real estate taxes of
$9,156,000 for the Merchandise Mart.

-38-



Merchandise Mart Properties:

The following table sets forth certain informatifam the Merchandise Mart Properties owned by then@any as of December 31, 1998.

Year Approximate
Originally Land Leaseable Number  Annual ized  Annualized
Developed Area  Building Square of  Base Re nt per Escalated Rent
Location or Acquired (Acres) Feet Tenants Sq. Ft (1) perSq.Ft (2)
ILLINOIS
Merchandise Mart, Chicago 1930 6.7 3,440,000 743 $ 20.70 $ 21.59
350 North Orleans, Chicago 1977 4.3 1,117,000 328 17.83 18.04
WASHINGTON, D.C.
Washington Office Center 1990 1.2 388,000 25 27.30 28.64
Washington Design Center 1919 12 387,000 76 23.05 23.31
Other 1.3 93,000 8 8.38 10.43
HIGH POINT, NORTH CAROLINA
Market Square Complex 1902 - 1989 13.1 1,069,000 164 8.66 10.34
National Furniture Mart 1964 0.7 243,000 31 11.99 11.99
Total Merchandise Mart Properties 28.5 6,737,000 1,375 18.58 19.45
Lease
Expiration/
Percent Principal Tenants Option Enc umbrances
Location Leased(1) (50 ,000 square feet or more)  Expiration/  (th ousands)
ILLINOIS
Merchandise Mart, Chicago 97% Bak er, Knapp & Tubbs 2007/2013 $ 250,000
Ban kers Life & Casualty 2008/2018
CcccC Information Services 2008/2018
Chi cago Teachers Union 2005
Chi cago Transit Authority 2007/2027
Hol ly Hunt 2003
Mon santo 2007
Off ice of the Special Deputy 2005
Ste elcase 2007
350 North Orleans, Chicago 87% 21s t Century Cable 2012/2022 --
Ame ritech 2011/2021
Art Institute of Illinois 2009/2019
Ban k of America 2008/2018
Chi cago Transit Authority 2007/2017
Spo rts Channel 2007/2017
WASHINGTON, D.C.
Washington Office Center 97%  Gen eral Services Administration  2000/2010 50,878
Washington Design Center 96% 24,225
Other 87% -
HIGH POINT, NORTH CAROLINA
Market Square Complex 99%  Cen tury Furniture Company 2004 45,302
La- Z-Boy 2004
National Furniture Mart 100% 13,831
Total Merchandise Mart Properties 95% $ 384,236

(1) Represents annualized monthly base rent exajudint for leases which had not commenced as oélber 31, 1998, which are included
in percent leased.

(2) Represents annualized monthly base rent inofuinant pass-throughs of operating expensesu@xelof tenant electricity costs) and
real estate taxe
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Alexander's Properties

The following table shows as of December 31, 19@8dcation, approximate size and leasing statesacoi of the properties owned by

Alexander's in which the Company has a 29.3% istere

Approximate Approximate
Areain Leaseable Square Significant Lease
Square Footage/ Annualized Tenant (30,000 Expiration/
Feet/ or Number Base Rent square feetor  Option
Location Acreage of Floors Per Sqg. Foot Leased more) Expiration
Operating Properties
New York:
Kings Plaza Regional Shopping Center
Brooklyn.........ccocceevivennnnnn. 24.3 acres 289,000 $10.00 Sears 2023/2033
477,000 110 mall tenants  Various
766,000/4(1)(2)
Rego Park--Queens..................... 4.8 acres 351,000/3(1) Bed Bath & 2013
Beyond
Circuit City 2021
Marshalls 2008/2021
Old Navy 2007/2021
Sears 2021
Fordham Road--Bronx................... 92,211 SF 303,000/5
Flushing--Queens (3) ... 44,975 SF 177,000/4(1) Caldor(4) 2027
Third Avenue--BronX.................. 60,451 SF 173,000/4 An affiliate 2023
————————— of Conway
1,770,000
Redevelopment Properties
New York:
Lexington Avenue- Manhattan........... 84,420 SF (5)
Rego Park II--Queens.................. 6.6 acres --
New Jersey:
Paramus, New Jersey............... 30.3 acres (6)

(1) Excludes parking garages.

(2) Excludes 330,000 square foot Macy's store, ovamel operated by Federated Department Stores, Inc.

(3) Leased by the Company through January 2027.

(4) Caldor announced that it is closing all ofsteres and rejected this lease effective Marct999.

(5) Alexander's is razing the existing buildingsl @ evaluating redevelopment plans for this sitécty may involve developing a large multi-
use building.

(6) Alexander's has approvals to develop a shopgamder at this site containing 550,000 square feet
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Alexander's estimates that its capital expenditoesedevelopment projects at the above propewittsnclude: (i) approximately
$100,000,000 for the redevelopment of its Paramogeasty, (ii) approximately $30,000,000 to renovéite mall and $15,000,000 to renovate
the Macy's store at its Kings Plaza Regional Shap@lenter and (iii) more than $300,000,000 to dgvék Lexington Avenue site. While
Alexander's anticipates that financing will be daalie after tenants have been obtained for thedwvedopment projects, there can be no
assurance that such financing will be obtainedf, @btained, that such financings will be on tertingt are acceptable to the Company. In
addition, it is uncertain as to when these projagiscommence.

Hotel Pennsylvania

The Company owns an 80% interest in the Hotel Rdwausia, which is located on Seventh Avenue oppasiadison Square Garden in
Manhattan, New York. The property is owned throaghint venture with Planet Hollywood Internationmc. The venture intends to
refurbish the hotel. Under the terms of the morégag this property, in connection with the refubloient, the Company is required to escrow
$37,000,000 prior to September 30, 1999. The Hegeinsylvania contains approximately 800,000 scfiggteof hotel space with 1,700 roo
and 400,000 square feet of retail and office splhe.Company manages the property's retail andeo$ipace, and manages the hotel with
Hotel Properties Limited.

The following table presents rental information floe hotel:

Year Ended Decemb er 31,

1998 1997
Average occupancy rate....... 79% 78%
Average daily rate........... $ 99 $ 93

As of December 31, 1998, the property's retail effide space was 86% and 55% occupied. 26 tenactgpy the retail and commercial
space. Annual rent per square foot of retail afid@bpace in 1998 were $41 and $16.

Newkirk Joint Ventures

In July and September 1998, the Company investedjgregate of $56,000,000 for a 30% share in j@ntures with affiliates of Apollo

Real Estate Investment Fund lIlI, L.P., collectiviligwkirk Joint Ventures ("Newkirk™). Newkirk ownsvious equity and debt interests
relating to 120 limited partnerships which own restiate primarily net leased to credit rated tenaftie Company has issued letters of credit
of $15,600,000 in connection with these joint veasu

In March 1999, the Company and its joint venturdme completed an acquisition of additional equitgrests in certain limited partnershi
The Company's additional investment of $52,435@fGsisted of $47,790,000 in Operating Partnershipstand $4,645,000 in cash.

Dry Warehouse/Industrial Properties

The Company's dry warehouse/industrial properiesist of eight buildings containing approximat2l9 million square feet. At December
31, 1998, the occupancy rate of the properties8286. The average term of a tenant's lease is thridee years. Average annual rent per
square foot at December 31, 1998 was $3.19.

Insurance

The Company carries comprehensive liability, fileod, extended coverage and rental loss insuraiitberespect to its properties with policy
specifications and insured limits customarily aadrfor similar properties. Management of the Comydaelieves that the Company's insure
coverage conforms to industry norms.
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Item 3. Legal Proceedings

The Company is from time to time involved in legations arising in the ordinary course of its bass In the opinion of management, after
consultation with legal counsel, the outcome ohsmatters will not have a material adverse effecthe Company's financial condition or
results of operations.

Item 4. Submission of Matters to a Vote of Securityolders
No matters were submitted to a vote of securitylad during the fourth quarter of the year endeceDwer 31, 199¢
Executive Officers of the Registrant

The following is a list of the names, ages, priatipccupations and positions with Vornado of theaeive officers of Vornado and the
positions held by such officers during the pase fiears. All executive officers of Vornado haventerof office which run until the next
succeeding meeting of the Board of Trustees of ®dorfollowing the Annual Meeting of Shareholdertesn they are removed sooner by the

Board.

Name

Principal Oc
Office (curre
Age  years with Vorn

Steven Roth.........

.... 57 Chairman of the Bo
and Chairman of th
Board; the Managin
Interstate Propert
centers and an inv
partnerships; Chie
Alexander's, Inc.

Director since 198

Michael D. Fascitelli... 42 Presidentand a Tr

Joseph Macnow...

Irwin Goldberg......

David R. Greenbaum...... 47  Chief Executive Of

Joseph Hakim......

Daniel F. McNamara(1)...

Richard T. Rowan

Director of Alexan
1996; Partner at G
of its real estate

to December 1996;
Goldman, Sachs & C

........ 53 Executive Vice Pre
Administration sin
President-Chief Fi
January 1998; Vice
Officer of Alexand

... 54 Vice President--Ch
January 1998; Part
from September 197

since April 15, 19
acquisition); Pres
predecessor to the
until April 15, 19

...... 50 Chief Executive Of
Division since Apr
Company's acquisit
Executive Officer
Properties, Inc.,
of Joseph P. Kenne
predecessor to the
from 1992 to April

Division (AmeriCol
1997 (the date of
Chief Executive Of
(one of the predec
Division) from Mar
Executive Vice Pre
Officer of Value R
subsidiary of Mits
1996.

........ 52 Vice President-Ret
since January 1982

52 Chief Executive Of

cupation, Position and
nt and during past five
ado unless otherwise stated)

ard, Chief Executive Officer
e Executive Committee of the
g General Partner of

ies, an owner of shopping
estor in securities and

f Executive Officer of

since March 2, 1995 and a

9.

ustee since December 2, 1996;
der's, Inc. since December 2,
oldman, Sachs & Co. in charge
practice from December 1992
and Vice President at

0., prior to December 1992.

sident--Finance and

ce January 1998; Vice
nancial Officer from 1985 to
President--Chief Financial
er's, Inc. since August 1995

ief Financial Officer since
ner at Deloitte & Touche LLP
8 to January 1998.

ficer of the Mendik Division
97 (date of the Company's
ident of Mendik Realty (the
Mendik Division) from 1990
97.

ficer of the Merchandise Mart
il 1, 1998 (date of the

ion); President and Chief

of Merchandise Mart

the main operating subsidiary
dy Enterprises, Inc. (the
Merchandise Mart Division)
1, 1998

ficer of the Cold Storage

d Logistics) since October
the Company's acquisition),
ficer of URS Logistics, Inc.
essors to the Cold Storage
ch 1996 to October 1997 and
sident and Chief Operating
ent-A-Car, a wholly owned
ubishi Motors prior to March

ail Real Estate Division



(1) As of March 17, 1999, Mr. McNamara is an emplyf the partnership which purchased the nonesate assets of AmeriCold
Logistics.
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PART Il
Item 5. Market for Registrant's Common Equity and Related Stockholder Matters
Vornado's common shares are traded on the New Stmék Exchange under the symbol "VNO".

Quarterly price ranges of the common shares aridatids paid per share for the years ended Deceibhd998 and 1997 were as follows:

Year Ended Year Ended
December 31, 1998 December 31, 1997
Quarter High Low  Dividends Hi gh Low Dividends
1st....... $49.81 $38.50 $ .40 $35 .50 $25.38 $ .32
2nd ....... 44.00 36.38 .40 37 .00 30.44 .32
3rd ....... 39.88 27.63 .40 44 .25 32.13 .32
4th ....... 38.25 26.00 44 47 .38 40.63 .40

All share and per share information has been asljustr a 2-for-1 share split in October 1997.
The approximate number of record holders of comsfares of Vornado at December 31, 1998, was 2,700.
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Item 6. Selected Consolidated Financial Data

Year Ended December 31,

1998 1997 1996 19 95 1994
(in thousands, except share and per share amounts)
Operating Data
Revenues:
Property rentals ................. $425,496 $168,321 $ 87,424 $ 8 0,429 $ 70,755
Expense reimbursements ........... 74,737 36,652 26,644 2 4,091 21,784
Other income ........ccceeven... 9,627 4,158 2,819 4,198 1,459
Total Revenues ..........ccceeeneen. 509,860 209,131 116,887 10 8,718 93,998
Expenses:
Operating ......cccccoeveeenenen. 207,171 74,745 36,412 3 2,282 30,223
Depreciation and amortization .... 59,227 22,983 11,589 1 0,790 9,963
General and administrative ....... 28,610 13,580 5,167 6,687 6,495
Amortization of officer's deferred
compensation expense ......... - 22,917 2,083 - -
Total EXPENSES .....cccoeevvveeeennennnn 295,008 134,225 55,251 4 9,759 46,681
Operating INCOMEe .......cccccevveennns 214,852 74,906 61,636 5 8,959 47,317
Income applicable to Alexander's ....... 3,123 7,873 7,956 3,954 -
Income from partially-owned entities ... 32,025 4,658 1,855 788 -
Interest and other investment income ... 24,074 23,767 6,643 5,733 8,132
Interest and debt expense .............. (114,686) (42,888) (16,726) (1 6,426)  (14,209)
Net gain from insurance settlement
and condemnation proceedings ........ 9,649 - - - -
Minority interest of unitholders in the
Operating Partnership ............... (16,183) (7,293) -- -- -
Net Income .......ccooeeeevivivieeeenns 152,854 61,023 61,364 5 3,008 41,240

Preferred stock dividends (21,690)  (15,549) - - -

Net income applicable to common shares . $131,164 $ 45,474 $ 61,364 $ 5 3,008 $ 41,240
Net income per share--basic(1) ...... $ 162 $ 83 $ 126 $ 113 $ .95
Net income per share--diluted(1) .... $ 159 $ 79 $ 125 $ 112 $ .94
Cash dividends declared for common

Shares ......cccoeeeeeveeenenen. $ 164 $ 136 $ 122 $ 112 $ 1.00

Year Ended December 31,

1998 1997 1996 19 95 1994
(in thousands, except share and per share amounts)
Balance Sheet Data
Total assets .................. $4,425,779 $2,524,089 $ 565,204 $ 4 91,496 $ 393,538
Real estate, at cost .......... 3,315,891 1,564,093 397,298 3 82,476 365,832
Accumulated depreciation ...... 226,816 173,434 151,049 1 39,495 128,705
[DI=] o] PR 2,051,000 956,654 232,387 2 33,353 234,160
Shareholders' equity .......... 1,782,678 1,313,762 276,257 1 94,274 116,688
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Year Ended Decem ber 31,

1998 1997 1996 1995 1994
(in thousands)
Other Data
Funds from operations(2):
Net income applicable to common shares ... $ 131,164 $ 45474 $ 61,3 64 $ 53,008 $ 41,240
Depreciation and amortization ofreal . ...
Property ....occooevcvvvvneees 58,277 22,413 11,1 54 10,019 9,192
Straight-lining of property rentals for rent
escalations ... . (14,531) (3,359) (2,6 76)  (2,569) (2,181)
Leasing fees received in excess of inco me
recognized .....ccoceveeeneeees L 1,339 1,733 1,8 05 1,052 --
Net gain from insurance settlement and
condemnation proceedings ........ ... (9,649) -- -- -- --
Minority interest in excess of
preferential distributions ....... .~ .. (3,991) -- -- -- --
Appreciation of securities held in offi cer's
deferred compensation trust ...... .. 340 -- -- -- --
Losses (gains) on sale of securities av ailable
forsale ....ccooooovvvcveceee L (898) - -- 360 (51)
Proportionate share of adjustments to equi ty
in net income of partially-owned entiti es
to arrive at funds from operations:
Cold Storage Companies .......ccceeeee. L. 41,988(3) 4,183 -- -- --
Alexander's ......ccccoevvveenes L 4,023 (2,471) 23 31) 539 -
Mendik partially-owned office buildings ... 3,561 2,891 - - -
Hotel Pennsylvania .........ccccoceeee. L 4,083 457 - - -
Charles E. Smith Commercial Realty L.P. ... 2,974 1,298 - - -
[ 13T 219 - - - -
Funds from operations(4) ......ccccoceeee. L. $ 218899 $ 72619 $ 69,3 16 $ 62,409 $ 48,200
Cash flow provided by (used in):
Operating activities .......c.coceeeee. L $ 189,406 $ 115473 $ 70,7 03 $ 62,882 $ 46,948
Investing activities ... .. (1,257,367)  (1,064,484) 14,9 12 (103,891) (15,434)
Financing activities ............ ... 879,815 1,215,269 (15,0 46) 36,577 (32,074)

(1) The earnings per share amounts prior to 199@ baen restated to comply with Statement of Filmd#eccounting Standards No. 128,
"Earnings Per Share" (SFAS 128). For further disitursof earnings per share and the impact of SF26 dee the notes to the consolidated
financial statements. All share and per share métion has also been adjusted for a 2-for-1 shaiteirs October 1997.

(2) Funds from operations does not represent casérgted from operating activities in accordandé geénerally accepted accounting
principles and is not necessarily indicative offcasgailable to fund cash needs which is discloretié Consolidated Statements of Cash
Flows for the applicable periods. There are no natkegal or functional restrictions on the usdurids from operations. Funds from
operations should not be considered as an alteenttinet income as an indicator of the Companygsating performance or as an alternative
to cash flows as a measure of liquidity. Managemensiders funds from operations a supplementasoreaf operating performance and
along with cash flow from operating activities,dimcing activities and investing activities, it pidas investors with an indication of the abi
of the Company to incur and service debt, to maetal expenditures and to fund other cash neadsd$-from operations may not be
comparable to similarly titted measures employeadther REITs since a number of REITS, including@wempany, calculate funds from
operations in a manner different from that usedhieyNational Association of Real Estate Investnigosts ("NAREIT"). Funds from
operations, as defined by NAREIT, represents rezirire applicable to common shares before depregiatid amortization, extraordinary or
non-recurring items and gains or losses on salesabestate. Funds from operations as disclosedeaas been modified to adjust for the
effect of straight-lining of property rentals famnt escalations and leasing fee income.

(3) Includes adding back of (i) income taxes oP8%, and related items which are considered norAiegubecause of the expected
conversion of Cold Storage Companies to REITs apddn-recurring unification costs of $4,585.

(4) The number of shares that should be used termiéning funds from operations per share is thalmer used for diluted earnings per sh

(See Note 15 of the Notes to Consolidated Finar8talements.)
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Item 7. Management's Discussion and Analysis of Famcial Condition and Results of Operations
(All of the amounts presented are in thousandssgbshare amounts and percentages)
Overview

The Company's net income was $152,854 in the yededDecember 31, 1998, as compared to $61,02@ iprior year, an increase of
$91,831. EBITDA, as defined,(1) was $427,088 inytear ended December 31, 1998, as compared to&2bD the prior year, an increase
of $276,662. The Company's net income was $61,884ta EBITDA was $87,048 in the year ended Decar3the 1996 when it operated in
only one segment.

Below is a summary of net income and EBITDA by segtrfor the years ended December 31, 1998 and 1997:

December 31, 1998

Cold Merc handise
Total Office Retail Storage M art Other(2)

Total revenues ... $ 509,860 $247,499 $167,155 $  -- $ 86,521 $ 8,685
Total expenses ..........ccec.e.... 295,008 151,573 70,334 - 50,761 22,340
Operating inCOme ..........ccc...... 214,852 95,926 96,821 -- 35,760 (13,655)
Income applicable to Alexander's ... 3,123 - - - - 3,123
Income from partially-owned entities 32,025 10,854 258 15,191 (1,969) 7,691
Interest and other investment income 24,074 4,467 2,159 - 639 16,809
Interest and debt expense .......... (114,686) (25,175)  (32,249) -- ( 18,711)  (38,551)
Net gain from insurance settlement

and condemnation proceeding ...... 9,649 - - - - 9,649
Minority interest .................. (16,183) (7,236) (5,853) (1,024) (2,070) -
Net income ......cccccvevveneenne 152,854 78,836 61,136 14,167 13,649 (14,934)
Minority interest ................. 16,183 7,236 5,853 1,024 2,070 -
Interest and debt expense (5) ...... 164,478 40,245 32,709 26,541 18,711 46,272
Depreciation and amortization (5) .. 104,299 39,246 15,520 33,117 9,899 6,517
Net gain from insurance Settlement

and condemnation proceeding ...... (9,649) - - - - (9,649)
Straight-lining of rents (5) ....... (16,132) (6,845) (3,203) - (4,882) (1,202)
Other ...ooovevveiieiee 15,055 (79) - 8,872(3) - 6,262(4)
EBITDA ..o $ 427,088 $ 158,639 $ 112,015 83,721 $ 39,447 $ 33,266

December 31, 1997
Cold Merc handise
Total Office Retail Storage M art Other(2)
Total revenues ..................... $ 209,131 $ 80,846 $120,299 $ - - $ 7,986
Total expenses ..........cccc.e.... 134,225 50,186 46,204 - - 37,835
Operating inCOmMe ..........ccc...... 74,906 30,660 74,095 -- - (29,849)
Income applicable to Alexander's ... 7,873 - - - 7,873
Income from partially-owned entities 4,658 1,015 $ 1,720 - 1,923
Interest and other investment income 23,767 6,834 2,296 - - 14,637
Interest and debt expense .......... (42,888) (9,009)  (19,893) - - (13,986)
Net gain from insurance settlement
and condemnation proceeding ... - - - -- -- -
Minority interest .................. (7,293) (2,042) (4,303) - - (948)
Net income ......cccccvevveneenne 61,023 27,458 52,195 1,720 -- (20,350)
Minority interest .................. 7,293 2,042 4,303 - - 948
Interest and debt expense (5) ...... 54,395 13,707 19,893 5,839 - 14,956
Depreciation and amortization (5) .. 31,972 12,813 11,706 4,182 - 3,271
Net gain from insurance Settlement
and condemnation proceeding ... - - - - - -

Straight-lining of rents (5) ....... (3,932) (645) (2,558) - -- (729)
Other ..coooveveeiiiiee (325) 1,303 970 17 -- (2,615)
EBITDA ... $ 150,426 $ 56,678 $ 86,509 $ 11,758 -- $ (4,519)

Footnotes 1-5 are explained on the following page.
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(1) EBITDA represents net income before interestes, depreciation and amortization, extraordianyon-recurring items, gains or losses
on sales of real estate and the effect of strdigimg of property rentals for rent escalations.ndgement considers EBITDA a supplemental
measure for making decisions and assessing therpefice of its segments. EBITDA may not be compartahsimilarly titted measures
employed by other companies.

(2) Other includes (i) the operations of the Conyfmwarehouse and industrial properties, (ii) inwents in the Hotel Pennsylvania,
Alexander's, and Newkirk Joint Ventures, (iii) corate general and administrative expenses andiiiaflocated investment income and
interest and debt expense.

(3) Includes adding back of (i) $4,287 of incomeetand related items, which are considered naurtieg because of the expected
conversion of the Cold Storage Companies to RERA®(&) non-recurring unification costs of $4,585.

(4) Primarily represents the Company's equity iexa@inder's loss from the write-off of the carryirjue of Alexander's Lexington Avenue
buildings.

(5) Interest and debt expense, depreciation andteation and straighlining of rents included in the reconciliation aftincome to EBITD/
reflects amounts which are netted in income fromigéy-owned entities.
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Results of Operations

Years Ended December 31, 1998 and December 31, 1997

Below are the details of the changes by segmeEBITDA. The change in the Cold Storage EBITDA isalissed in Income from partially-

owned entities.

Total Off
Year ended December 31, 1997  $150,426 $56
1998 Operations:
Same store operations(2) 32,502 4
Acquisitions 244,160 97
Year ended December 31, 1998  $427,088 $158
% increase in same
store operations 5.5%

* not applicable

Cold Merchandise
ice Retail ~ Storage Mart (0] ther
678 $86,509 $11,758 $ - $(4 ,519)(1)
,279 4,382 411 - 23 ,430(1)
,682 21,124 71,552 39,447 14 ,355
,639  $112,015 $83,721 $39,447 $33 ,266
7.5% 5.1% 3.5% * 2.8%(1)

(1) EBITDA for "Other" and in "Total" for the yeanded December 31, 1997 reflects the amortizafiendeferred payment due to an officer
of $22,917; the percentage increases in same gperations have been adjusted to exclude the iseliesEBITDA in 1998 resulting

therefrom.

(2) Represents operations which were owned fos#imee period in each year.

Revenues

The Company's revenues, which consist of properitals, tenant expense reimbursements and ottmmamwere $509,860 in the year ended
December 31, 1998, compared to $209,131 in the pear, an increase of $300,729. These increasssdiyent resulted from:

Property Rentals:
Acquisitions:
Mendik RELP
20 Broad Street
689 Fifth Avenue
770 Broadway
40 Fulton Street
Merchandise Mart
Properties
150 E. 58th Street
One Penn Plaza
Westport
Green Acres Mall
640 Fifth Avenue
90 Park Avenue
Mendik
Montehiedra Shopping Center

Leasing activity, including $1,740 of step-ups
in Retail

Total increase in property rentals

Tenant expense reimbursements:

Increase in tenant expense
reimbursements due to
acquisitions

Other

Total increase in tenant expense
reimbursements

Other income

Total increase in revenues

Date of
Acquisition

Total

Office Ret ail

December 1998 $ 4,126 $ 4,126

August 1998 4,399 4,399
August 1998 1,333 1,333
July 1998 5,713 5,713
June 1998 3,561 3,561
April 1998 82,509
March 1998 13,021 13,021
February 1998 53,991 53,991
January 1998 2,355 2,355
December 1997 22,449 $ 22 ,449
December 1997 5,312 5,312
May 1997 9,251 9,251
April 1997 25,313 25,313
April 1997 2,935 2 ,935
236,268 128,375 25 ,384
20,907 16,508 4 ,106
257,175 144,883 29 ,490
34,526 16,112 15 ,759
3,559 2,292 1 ,373
38,085 18,404 17 132
5,469 3,366 234
$ 300,729 $166,653 $ 46 ,856
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Merchandise

Mart Other
$ 82,509
82,509
$ 293
82,509 293
2,655
(106)
2,655 (106)
1,357 512
$86,521 $ 699



Expenses

The Company's expenses were $295,008 in the ydadddecember 31, 1998, compared to $134,225 ipribeyear, an increase of
$160,783. These increases by segment resulted from:

Merchandise

Total Of fice Retail Mart Other
Operating:
Acquisitions $ 121,297 $ 67,545 $ 15,339 $ 38,413 §$ -
Same store operations 11,129 5,751 5,185 -- 193
132,426 73,296 20,524 38,413 193
Depreciation and
amortization:
Acquisitions 35,586 22,630 3,057 9,899 --
Same store operations 658 47 549 -- 62
36,244 22,677 3,606 9,899 62
General and administrative: 15,030(2) 5,414 -(1) 2,449 7,167(1)
Amortization of
officer's deferred
compensation expense (22,917) - - -- (22,917)(3)
$ 160,783 $1 01,387 $ 24,130 $ 50,761 $ (15,495)

(1) Retail general and administrative expensesnateded in corporate expenses which are not aibata

(2) Of this increase: (i) $6,631 is attributableatmuisitions, (ii) $4,641 resulted from payroliinparily for additional employees and corpot
office expenses, and (iii) $3,758 resulted fronfessional fees.

(3) The Company recognized an expense of $22,9fliiprior year representing the amortization efdeferred payment due to the
Company's President, which was fully amortized eté&nber 31, 1997.

Income (loss) applicable to Alexander's (loan ies¢income, equity in income (loss) and depreaiatieas $3,123 in the year ended
December 31, 1998, compared to $7,873 in the pdar, a decrease of $4,750. This decrease requltadrily from (i) the Company's equi
in the write-off of the carrying value of Alexandetexington Avenue building, of $4,423, partiatiifset by (ii) income from the
commencement of leases at Alexander's Rego ParKiagd Plaza store properties and (iii) income frAlexander's acquisition of the
remaining 50% interest in the Kings Plaza Mall.

Income from partially-owned entities was $32,02%he year ended December 31, 1998, compared t&6&4ahe prior year, an increase of
$27,367. This increase by segment resulted from:

Date of Cold Merchandise
Acquisitions: Acquisition Total Office Retail Storage Mart Other
Cold Storage:
Americold and URS October 1997 $7,137 $ - $ - $ 7,137 $ - $
Freezer Services June 1998 3,218 -- - 3,218 -
Carmar Group July 1998 2,960 -- - 2,960 -
Charles E. Smith
Commercial Realty L.P. October 1997 4,669 4,669 - -- -- --
Hotel Pennsylvania September 1997 2,623 -- - -- - 2,623
Newkirk Joint Ventures July 1998 3,412 -- -- -- - 3,412
Mendik partially-owned
office buildings April 1997 2,852 2,852 - -- -
Merchandise Mart
Management Company April 1998 (2,969) -- -- -- (1,969)
Caguas November 1998 258 -- 258 -- -- --
Other 2,207 2,318 - 156 - (267)
$ 27,367 $ 9,839 $ 258 $ 13,471 $ (1,969) $ 5,768
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Interest and other investment income (interestrimeon mortgage loans receivable, other interesiirc dividend income and net gains on
marketable securities) was $24,074 for the yeae@mecember 31, 1998, compared to $23,767 in ibey&ar, an increase of $307. This
increase resulted primarily from gains on the séimarketable securities of $2,395, partially offsg a decrease in interest income due to
lower average investments this year.

Interest and debt expense was $114,686 for thegyeied December 31, 1998, compared to $42,88&iprtbr year, an increase of $71,798.
This increase resulted primarily from debt in cartime with acquisitions.

In the third quarter of 1998, the Company recordeett gain of $9,649, in connection with an insoeasettlement and condemnation
proceeding (see Note 11 to the Consolidated FiahStatements).

The minority interest is comprised of:

Year End ed December 31,
1998 1997~
Equity in earnings to unit
holders in the Operating Partnership .. $15,532 $7,293
40% interest in 20 Broad Street ......... 651 --
$16,183 $7,293

* For the period from April 15, 1997 to December 3297

The preferred stock dividends of $21,690 for tharyended December 31, 1998 and $15,549 for theg&om April 15, 1997 to December
31, 1997 apply to the Company's $3.25 Series A €xdille Preferred Shares issued in April and De@miB97 and include accretion of
expenses of issuing them.

Years Ended December 31, 1997 and December 31, 1996

The Company's revenues, which consist of properitals, tenant expense reimbursements and otrmmaavere $209,131 in the year en
December 31, 1997, compared to $116,887 in the pear, an increase of $92,244. This increase wasaply comprised of $90,520 of
revenues from properties acquired in 1997.

Property rentals were $168,321 in the year endestbber 31, 1997, compared to $87,424 in the pear,yan increase of $80,897. This
increase resulted from:

1997 Acquisitions:

MendiK .....cooveeiiiiiiie . $56,958
90 Park Avenue .........cccocoeeeeeiinennn. . 9,874
Montehiedra shopping center .................. . 6,386
RI€SE . . 2,485
Green Acres Mall ........ccccoeevniveennnns . 937
76,640
Full year effect of a 1996 Acquisition ............ . 472
Shopping center leasing activity .................. . 1,907
Step-ups in shopping center leases ................ . 1,878
$80,897

Tenant expense reimbursements were $36,652 iredreended December 31, 1997, compared to $26,8%4 jrior year, an increase of
$10,008. This increase was primarily comprisedidf,$20 of reimbursements from tenants at propeattgsired in 1997, partially offset by a
reduction in reimbursements at the Company's giraerties due to lower expenses passed througmamts.

Operating expenses were $74,745 in the year endedriber 31, 1997, as compared to $36,412 in tbe year, an increase of $38,333. This
increase was primarily comprised of $39,645 of esps from properties acquired in 1997, partialfgetfby lower snow removal costs and
repairs and maintenance at the Company's otheegiresp.
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Depreciation and amortization expense increasd@®97 as compared to 1996, primarily as a resudtcqgtiisitions.

General and administrative expenses were $13,58®&igear ended December 31, 1997 compared to BHlihe prior year, an increase of
$8,413. This increase resulted primarily from (i@mdlik Division payroll and corporate office expensé $2,760, (ii) cash compensation
attributable to the employment of the Company'siEent of $2,350 and (iii) professional fees of6#il,.

The Company recognized expense of $22,917 in taegmded December 31, 1997 and $2,083 in the ye@mr representing the amortization
of the $25,000 deferred payment due to the Compddrg'sident.

Income applicable to Alexander's (loan interesbime, equity in income and depreciation) was $7j87Be year ended December 31, 1997,
compared to $7,956 in the prior year, a decrea$8®f This decrease resulted primarily from a $&2itiction in loan interest income due to
the reset of the interest rate on the loan, partidfset by an increase in equity in non-recurringome.

Income from partially-owned entities was $4,658ha year ended December 31, 1997, compared to %in86e prior year, an increase of
$2,803. This increase consists of: (i) $1,720 ftbmCold Storage Companies, (ii) $424 from pastialivned properties acquired as part of
Mendik Transaction,

(iii) $1,055 from the Company's 40% interest in él®®ennsylvania and (iv) $85 from the Company's Is#rest in Charles E. Smith
Commercial Realty L.P., partially offset by (v) lemmanagement fee income.

Interest and other investment income (interestrimeon mortgage loans receivable, other interesiirc dividend income and net gains on
marketable securities) was $23,767 for the yeae@mkecember 31, 1997, compared to $6,643 in tloe pear, an increase of $17,124. Of
this increase, $9,047 resulted primarily from ineoearned on higher average investments (resultimg proceeds from stock offerings and
temporary borrowings) and $7,901 resulted from stvents in mortgage loans receivable.

Interest and debt expense was $42,888 for thegreed December 31, 1997, compared to $16,726 ipribeyear, an increase of $26,162.
Of this increase, (i) $13,369 resulted from borroys under the Company's revolving credit faciling @ term loan, (ii) $9,009 resulted from
debt on the properties acquired in the Mendik Taatisn and (iii) $3,784 resulted from borrowingkated to the acquisition of the
Montehiedra Town Center in April 1997.

The minority interest unit holders in the Operatigrtnership are entitled to preferential distiitms which aggregated $7,293 for the year
ended December 31, 1997.

The preferred stock dividends of $15,549 apphh®o6.5% preferred shares issued in April 1997 aoldide accretion of expenses of issuing
them of $1,918.

The Company operates in a manner intended to eitdbleontinue to qualify as a REIT under Secti866-860 of the Internal Revenue Cc
of 1986 as amended. Under those sections, a REiGhwdistributes at least 95% of its REIT taxableame as a dividend to its shareholders
each year and which meets certain other conditidlh®ot be taxed on that portion of its taxabledme which is distributed to its
shareholders. The Company has distributed to @seslolders an amount greater than its taxable iecdimerefore, no provision for Federal
income taxes is required.

Liquidity and Capital Resources
Cash Flows for the Years Ended December 31, 19989 and 1996
Years Ended December 31, 1998

Cash flows provided by operating activities of $48® was primarily comprised of (i) income of $1235 (net income of $152,854 less net
gain from insurance settlement and condemnatioogeing of $9,649), (ii) adjustments for non-casms of $27,657, and (iii) the net
change in operating assets and liabilities of $448,Fhe adjustments for non-cash items are prignaaiprised of (i) depreciation and
amortization of $59,227 and (ii) minority interest$16,183, partially offset by (iii) the effect sfraight-lining of rental income of $17,561
and (iv) equity in net income of partially-ownediéas of $32,025.

Net cash used in investing activities of $1,257,86% primarily comprised of (i) acquisitions of Ireatate of $896,800 (see detail belo

(i) investments in partially-owned entities of $3000 (see detail below),

(iii) capital expenditures of $68,085 (see detaibw) and investments in securities of $73,513l(iding purchase of Capital Trust Preferred
Stock of $48,700), partially offset by (v) proceddsn the repayment of mortgage loans receivab&53£600.
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Acquisitions of real estate and investments inigiytowned entities were comprised of:

Value of
shares or Asse ts
Cash Debt  Units Issued Acqui red
Real Estate:
Merchandise Mart Properties $ 187,000 $ 327,000 $ 116,000 $ 630 ,000
One Penn Plaza Office Building 317,000 93,000 - 410 ,000
770 Broadway Office Building 131,000 -- 18,000 149 ,000
150 East 58th Street Office Building 118,000 -- -- 118 ,000
40 Fulton Street Office Building 55,000 - - 55 ,000
689 Fifth Avenue Office Building 33,000 - - 33 ,000
Mendik RELP Properties 31,000 46,000 29,000 106 ,000
Market Square Complex 11,000 60,000 44,000 115 ,000
Other 13,800 - - 13 ,800
$ 896,800 $ 526,000 $ 207,000 $1,629 ,800

Investments in Partially-Owned Entities:
Hotel Pennsylvania (acquisition of additional
40% interest increasing ownership to 80%) $ 22,000 $ 48,000 $ - $ 70 ,000
570 Lexington Avenue Office Building
(increased interest from 5.6% to

approximately 50%) 32,300 4,900 - 37 ,200
Acquisition of Freezer Services, Inc. (60%
interest) 58,000 16,000 6,000 80 ,000
Reduction in Cold Storage Companies
debt (60% interest) 44,000 - - 44 ,000
Acquisition of Carmar Group (60% interest) 86,400 8,400 - 94 ,800
Investment in Newkirk Joint Ventures 56,000 - - 56 ,000
Las Catalinas Mall (50% interest) -- 38,000 -- 38 ,000
Other 9,300 - - 9 ,300
$ 308,000 $ 115,300 $ 6,000 $ 429 ,300

Capital expenditures were comprised of:

Ne w York Merchandise
Cit y Office Retail Mart Other Total
Expenditures to maintain the assets ..... $ 4,975 $3,138 $5,273 $1,074 $14,460
Tenant allowances and leasing commissions 46,187 2,397 5,041 - 53,625
$ 51,162 $5,535 $10,314 $1,074 $68,085
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Net cash provided by financing activities of $87%&vas primarily comprised of (i) proceeds fromrbarings of $1,427,821, (ii) procee
from the issuance of common shares of $445,24iahdroceeds from the issuance of preferred shafe$85,313, partially offset by (iv)

repayment of borrowings of $883,475, (v) dividepadsd on common shares of $154,440 and (vi) dividgrald on preferred shares of
$18,816.

Year Ended December 31, 1997

Cash flows provided by operating activities of $ 43 was comprised of

(i) net income of $61,023, (ii) adjustments for rmash items of $39,723 and

(iii) the net change in operating assets and it&sl of $14,727. The adjustments for non-cashstane primarily comprised of (i)
amortization of deferred officer's compensationenge of $22,917 and (ii) depreciation and amortinadf $24,460.

Net cash used in investing activities of $1,064 &4 primarily comprised of (i) acquisitions of Ireatate of $887,423 (see detail belo
(i) investments in mortgage loans receivable df,$83 (see detail below),

(iii) capital expenditures of $23,789, (iv) resteid cash for tenant improvements of $27,079 andef@) estate deposits of $46,152.
Acquisitions of real estate and investments in gage loans receivable are comprised of:

Value of
Shares
or
Debt Units Asset S
Cash Assumed Issued Acquir ed
Real Estate:
Mendik Transaction ...........c.ccceee.... $ 263,790 $ 215,279 $ 177,000 $ 656,0 69
60% interest in Cold Storage Companies .... 243,846 376,800 -- 620,6 46
Green Acres Mall ........ccccoeiieeenns - 125,000 102,015 227,0 15
90 Park Avenue office building ............ 185,000 - -- 185,0 00
Montehiedra shopping center ............... 11,000 63,000 -- 74,0 00
40% interest in Hotel Pennsylvania ........ 17,487 48,000 -- 65,4 87
640 Fifth Ave. office building ............ 64,000 - - 64,0 00
15% interest in Charles E. Smith Commercial
Realty L.P. ...coooveiiiiiiiiiiine 60,000 - - 60,0 00
Riese properties .......cccccccevvveennnn. 26,000 -- -- 26,0 00
1135 Third Avenue and other ............... 16,300 - - 16,3 00
887,423 828,079 279,015 1,994,5 17
Mortgage loans receivable:
Riese properties .........ccccceeevuveen. 41,649 - - 41,6 49
20 Broad Street .......ccccoecvveeeennns 27,000 -- -- 27,0 00
909 Third Ave. and other, net ............. 3,014 - -- 3,0 14
71,663 - - 71,6 63
Total ACQUISItIONS ......eeevviveiiiieiinene $ 959,086 $ 828,079 $ 279,015 $2,066,1 80

Net cash provided by financing activities of $1,289 was primarily comprised of proceeds from @jrbwings of $770,000 (ii) issuance
common shares of $688,672, and (iii) issuance efiepred shares of $276,000, partially offset by (@payment of borrowings of $409,633,

(v) dividends paid on common shares of $77,46),dwidends paid on preferred shares of $15,549(aificthe repayment of borrowings on
U.S. Treasury obligations of $9,636.
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Year Ended December 31, 1996

Cash flows provided by operating activities of 18 was comprised of

(i) net income of $61,364 and (ii) adjustmentsron-cash items of $9,972, less (iii) the net chang®erating assets and liabilities of $633.
The adjustments for non-cash items are primarimmased of depreciation and amortization of $12,686 amortization of deferred officers
compensation expense of $2,083, partially offsethieyeffect of straight-lining of rental income%#,676 and equity in income from
Alexander's of $1,108. The net change in "Leasé®s freceivable" and "Deferred leasing fee incomeided in item

(iii) above reflects a decrease of $1,717 resultingy the rejection of a lease by an Alexanderiaité in March 1996 and an increase of
$1,738 resulting from the releasing of a portiorthi§ space. "Leasing fees receivable" of $2,50@wellected during this period.

Net cash provided by investing activities of $1£ %das comprised of (i) proceeds from sale or migtarfi securities available for sale
$46,734, partially offset by (ii) the Company's@stment in a mortgage note receivable of $17,0dQi@hcapital expenditures of $14,822
(including $8,923 for the purchase of an officeldinig).

Net cash used in financing activities of $15,04& ywemarily comprised of (i) dividends paid of $5698, (ii) the net repayment of borrowin
on U.S. Treasury obligations of $34,239, (iii) thet repayment on mortgages of $966, partially ofise(iv) net proceeds from the issuanc
common shares of $73,060 and (v) the proceeds therexercise of stock options of $6,657.

Cash increased during the period from Decembet 335 to December 31, 1996, from $19,127 to $89,686arily as the result of the
issuance of common shares in the fourth quarté®e6é as noted above.

Funds from Operations for the Years Ended Decembe31, 1998 and 1997

Funds from operations were $218,899 in the yeae@mkcember 31, 1998, compared to $72,619 in ibe year, an increase of $146,280.
Funds from operations for the year ended Decemhet @7 reflect amortization of the deferred paynikre to the Company's President and
related compensation of $25,397, compared to nlb aoortization in 1998. The following table recdesifunds from operations and net
income:

Year Ended December 31,

1998 1997

Net income applicable to common shares ............. .. $131,164 $ 45,474
Depreciation and amortization of real property .... L 58,277 22,413
Straight-lining of property rentals for rent escala tions .....cceeeeen. (14,531) (3,359)
Net gain from insurance settlement and condemnation proceedings ........ (9,649) --
Minority interest in excess of preferential distrib utions .............. (3,991)
Appreciation of securities held in officer's deferr ed compensation trust 340 --
Gain on sale of securities available for sale ..... L (898) -
Leasing fees received in excess of income recognize [o [T 1,339 1,733
Proportionate share of adjustments to equity in net income of

partially-owned entities to arrive at funds fr om operations ....... 56,848 6,358
Funds from operations ........cccccevvvevvcces e $218,899 $ 72,619

The number of shares that should be used for dat@rgnfunds from operations per share is the nunaised for diluted earnings per share.
(See Note 15 of Notes to Consolidated Financigk&tants.)
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Funds from operations does not represent cashaeddrom operating activities in accordance wigherally accepted accounting principles
and is not necessarily indicative of cash availableind cash needs, which is disclosed in the Glateted Statements of Cash Flows for the
applicable periods. There are no material legdlioctional restrictions on the use of funds froneigtions. Funds from operations should not
be considered as an alternative to net income asdarator of the Company's operating performancasoan alternative to cash flows as a
measure of liquidity. Management considers fundmfoperations a supplemental measure of operatirfgqmance and along with cash fl
from operating activities, financing activities aingdesting activities, it provides investors with iadication of the ability of the Company to
incur and service debt, to make capital expenditarel to fund other cash needs. Funds from opasati@y not be comparable to similarly
titted measures reported by other REITs since abeurof REITS, including the Company, calculate fifrdm operations in a manner
different from that used by the National Associatad Real Estate Investment Trusts ("NAREIT"). Fsifibm operations, as defined by
NAREIT, represents net income applicable to comsttares before depreciation and amortization, esdiaary items and gains or losses
sales of real estate. Funds from operations atodést above has been modified to adjust for thecefif straight-lining of property rentals for
rent escalations and leasing fee income. Belovtrereash flows provided by (used in) operatingesting and financing activities:

Year Ended December 31,

Operating activities $ 189,406 $ 115,473

Investing activities $(1,257,367) $(1,064,484 )

Financing activities $ 879,815 $ 1,215,269

Certain Cash Requirements

In January 1999, the Company acquired the leasehi@dbst in 888 Seventh Avenue for approximatdl9g@000 including $55,000 of
indebtedness. Further, in 1999, under the mortémge Hotel Pennsylvania, in connection with thdevelopment, the Company is required
to escrow $37,000.

The Company has budgeted approximately $39,8084dpital expenditures (excluding acquisitions) dbernext year as follows:

New Y ork Merchandise
City O ffice Retail Cold Storage Mart  Tot al
Expenditures to maintain the assets $3, 600 $2,480 $3,000(1) $3,000 $12, 080
Tenant allowances and leasing commissions 22, 175 2,000 -- 6,550 30, 725
$25, 775 $4,480 $3,000 $9,550 %42, 805

(1) Represents the Company's 60% share of the dof@aescent Partnership's obligation to fund up3®00 of capital expenditures per
annum.

Tenant allowances and leasing commissions for & Xork City Office properties approximate $21.6% pquare foot for renewal space
$52.00 per square foot for vacant space. Histdyicapproximately two-thirds of existing tenantseg their leases.

In addition to the capital expenditures reflectbdwee, the Company is currently engaged in or camsid certain multi-year development and
redevelopment projects for which it has budgeteat@pmately $387 million as outlined in the "Devpinent and Redevelopment Projects”
section of Item 1--Business (Items (i) through)vl)he $387 million does not include amounts fdreotprojects which are also included in
the "Development and Redevelopment Projects” sectidtem 1--Business, as no budgets for them leen finalized. There can be no
assurance that any of the above projects will bmately completed, completed on time or compldtedhe budgeted amount.

No cash requirements have been budgeted for thakcappenditures and amortization of debt of CESNBwkirk or Alexander's, which a
partially owned by the Company. These investeeggpected to fund their own cash requirements. Ni&velnd Alexander's are not expected
to distribute any cash to the Company in 1999.9891 the Company expects to receive at a minimuefeped distributions from CESCR of
approximately $13.9 million (7,679,365 preferredtsiat $1.81 per unit) and common distributionspproximately $3.5 million (2,500,000
common units at $1.40 per unitdrrent dividend rate). The minimum preferredrilisttion rate increases by .25% each year for the three
years.
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In July 1997, the Company obtained a $600,000 wrsddahree-year revolving credit facility. In Felary 1998, the facility was increased to
$1,000,000. At December 31, 1998, the Company pptaimately $687,250 outstanding under the facilit

In February 1998, the Company completed a $160:@@@ancing of the Green Acres Mall and prepaidttien existing $118,000 debt on the
property. The new 10-year debt matures in Marct824@ bears interest at 6.75%.

In June 1998, the Company completed a $275,000amding of its One Penn Plaza office building aoddwved $170,000 pursuant thereto.
In the third quarter of 1998, the Company borrowetlremaining $105,000. The debt matures in Juf2,d8 prepayable at anytime, and
bears interest at LIBOR + 1.25% (currently 6.35%)is debt replaced the $93,000 bridge-mortgage fio@mcing put in place when the
property was acquired.

In April 1998, the Cold Storage Companies complet&$50,000 ten-year loan secured by 58 of its narses. The loan bears interest at
6.89%. The net proceeds from the loan together wittking capital were used to repay $607,000 aldwifinancing, which replaced high
yield debt assumed at the date of acquisit

In October 1998, the Company completed its spirebifornado Operating Company, which the Comparpitaized with an equity
contribution of $25,000 of cash. In addition, Valpaentered into a $75,000 revolving credit agregméh Vornado Operating Company.

On March 12, 1999 the Vornado/Crescent Partnersulusall of the non-real estate assets of the Guddage Companies encompassing the
operations of the cold storage business for appratdly $48,000 to a new partnership owned 60% by&@o Operating Company and 40%
by Crescent Operating Inc.

In November and December of 1998, the Companyawolaggregate of $87,500 of 8.5% Series D-1 Cunvel®edeemable Preferred Units
in the Operating Partnership to an institution&kistor in a private placement, resulting in netpeals of approximately $85,300. The
perpetual Preferred Units may be called withoutgitgrat the option of the Company commencing oneévober 12, 2003.

In February 1999, the Company completed a $165@0@ancing of its Two Penn Plaza office buildingdgrepaid the then existing $80,000
debt on the property. The new 5-year debt maturé®bruary 2004 and bears interest at 7.08%.

In February 1999, the Company also exercised tismpo extend the maturity date on the $250,0@0 lon its Chicago Merchandise Mart
building from March 31, 1999 to September 30, 198%onnection therewith, the Company paid a fek/8%.

On March 17, 1999, the Company completed the daBamillion 8.5% Series B Cumulative Redeemableétred Shares, at a price $25.00
per share, pursuant to an effective registratiatestent with net proceeds to the Company of apprataly $72,200. Further on March 22,
1999, 400,000 shares were sold when the underagtarcised their over-allotment option resultingdditional net proceeds to the
Company of $9,700. The perpetual preferred shaegsha called without penalty at the option of trepany commencing on March 17,
2004.

The Company has an effective shelf registratioreumchich it can offer an aggregate of $1.5 bill@requity securities and an aggregate of
$1.0 billion of debt securities.

The Company anticipates that cash from continupeyations will be adequate to fund business operatnd the payment of dividends and
distributions on an on-going basis for more thanrtbxt twelve months; however, capital outlayssfgnificant acquisitions will require
funding from borrowings or equity offerings.
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Acquisition Activity

As a result of acquisitions, the book value of @mmpany's assets have grown from $2,524,089 atrbleme31, 1997 to $4,425,779 at
December 31, 1998.

The Company's future success will be affected dulitlity to integrate the assets and businessesjitires and to effectively manage those
assets and businesses. The Company currently expemtntinue to grow at a relatively fast pacewieer, its ability to do so will be
dependent on a number of factors, including, amathgrs, (a) the availability of reasonably pricedets that meet the Company's acquisition
criteria and (b) the price of the Company's commimck, the rates at which the Company is able toolomoney and, more generally, the
availability of financing on terms that, in the Cpamy's view, make such acquisitions financiallyaative.

Recently Issued Accounting Standards

In June 1998, the Financial Accounting Standardsr@dssued Statement of Financial Accounting Stadsllo. 133, "Accounting for
Derivative Instruments and Hedging Activities". $istatement establishes accounting and reporimglatds for derivative instruments,
including certain derivative instruments embeddedther contracts, and for hedging activitiess leffective for all fiscal quarters of fiscal
years beginning after June 15, 1999. Because thgp@ay does not currently utilize derivatives oragegyin significant hedging activitie
management does not anticipate that implementafitims statement will have a material effect oa @ompany's financial statements.

In April, 1998 the American Institute of Certifi@lblic Accountants Issued Statement of Positios 9&Reporting on the Costs of Start-up
Activities", (98-5) which is effective for the Corapy in the first quarter of 1999. The Company hasgleferred organization costs or other
deferred start-up costs as defined in 98-5, angtbee adoption of 98-5 will have no impact in fivet quarter of 1999.

Year 2000 Issues

Year 2000 compliance programs and information systmodification were initiated by the Company inlyya998 to address the risk posed
by the year 2000 issue. The Company developedratpladdress their affected informational (accogytbilling, payroll) and operational
(refrigeration, HVAC, security, elevators, lightingnergy management) systems. The Company's @arcahsiders statements from outside
vendors as to their year 2000 readiness.

The Company and its partially-owned entities hawmleted their initial assessment, inventory arhping phases of their plan and have
determined that the majority of their systems,udahtg all mission critical systems are already @00 compliant. The Company anticipates
that any issues encountered with informationalpmrational systems will be remediated. The Compapects that where appropriate, all
mission critical systems will be tested by Junel®3®9. The cost of the Company's year 2000 plannwamaterial to 1998 operations and is
not expected to be material to 1999 operations.

The Company believes that its exposure may bedtihed of third parties (i.e., energy providershieeting their commitments which may
result in temporary business interruption at thenany's buildings, retail centers, mart properiies] storage warehouses and other real
estate related properties. The Company has comkygadans for its own day to day informational arational systems and is in the
process of updating these plans. Failure of thandigs with which the Company conducts businessiteessfully respond to their year 2000
issues may have an adverse effect on the Company.

Economic Conditions

Substantially all of the Company's office, retailgpermanent showroom leases contain gfepin rent. Such rental increases are not des

to, and in many instances do not, approximate tisé af inflation, but do have the effect of mitigat the adverse impact of inflation. In
addition, substantially all of the Company's leasa#tain provisions that require the tenant to keiree the Company for the tenant's share of
common area charges (including roof and structusgrip shopping centers, unless it is the tendiméxt responsibility) and real estate taxes
or for increases of such expenses over a base antlous offsetting, in part, the effects of inflation such expenses.

Inflation did not have a material effect on the Qamy's results for the periods presented.
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ltem 7A. Quantitative and Qualitative Disclosures @&out Market Risk

At December 31, 1998, the Company has $1,426,70h00ariable rate debt at a weighted averagea®e55% and $624,223,000 of fixed
rate debt bearing interest at a weighted averageofar.00%. A one-percent increase in the base tesdetermine the interest rate of the
variable rate debt would result in a $14,268,00€ekse in the Company's net income ($.18 per dilsitare). The fair value of the
Company's debt at December 31, 1998, based onutitembcash flows at the current rate at which simidans would be made to borrowers
with similar credit ratings for the remaining teohsuch debt approximates its carrying value.

In July 1998, the Company entered into an intenagstcap agreement to reduce the impact of changeterest rates on its $275,000,000 ¢
Penn Plaza loan. The agreement caps the Compatersst rate in the event that LIBOR increases al8¥%% through January 20, 2000 and
9% thereafter, until the termination date of thp agreement on July 30, 2001 (the debt maturegria 2002). The Company is exposed to
credit loss in the event of nonperformance by tiheioparties to the interest rate cap agreementeier, the Company does not anticipate
nonperformance by the counterparty. The fair valigne interest rate cap agreement at December@®B approximates its cost.
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INDEPENDENT AUDITORS' REPORT

Shareholders and Board of Trustees
Vornado Realty Trust
Saddle Brook, New Jersey

We have audited the accompanying consolidated balsineets of Vornado Realty Trust as of Decembget @8 and 1997, and the related
consolidated statements of income, shareholdeustyeand cash flows for each of the three yeartthénperiod ended December 31, 1998. Our
audits also included the financial statement sclesdisted in the Index at Item 14. These finanstatements and financial statement
schedules are the responsibility of the Compangisagement. Our responsibility is to express aniopian the financial statements and
financial statement schedules based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardgeedhat we plan and perform the audit
to obtain reasonable assurance about whethenthedial statements are free of material misstatemd@naudit includes examining, on a test
basis, evidence supporting the amounts and digelesn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememiell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of Vornado Realty Trust at
December 31, 1998 and 1997, and the results afdperations and their cash flows for each of tined years in the period ended December
31, 1998 in conformity with generally accepted asdmng principles. Also, in our opinion, such fircdal statement schedules, when
considered in relation to the basic consolidatedrfcial statements taken as a whole, present faidjl material respects the information set
forth therein.

DELOITTE & TOUCHE LLP

Parsippany, New Jersey
March 24, 1999
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VORNADO REALTY TRUST

CONSOLIDATED BALANCE SHEETS

(amounts in thousands except share amounts)
ASSETS
Real estate, at cost:
Land ......ocoieiiii e
Buildings and improvements .....................
Leasehold improvements and equipment ...........

Total oo
Less accumulated depreciation and amortization .

Real estate, net .........occvveeeinnenn.
Cash and cash equivalents, including U.S. governmen
repurchase agreements of $56,500 and $8,775 ....
Restricted cash ........ccccccoviiiiiiniienen.
Marketable securities ............ccccceevinnenn.
Investments and advances to partially-owned entitie
Alexander's of $104,038 and $108,752 ...........
Due from officers ........cccoooiiieiiiinenne
Accounts receivable, net of allowance for doubtful
of $3,044 and $658 .........ccccevvverriierens
Mortgage loans receivable ................c..o.....
Receivable arising from the straight-lining of rent
Deposits in connection with real estate acquisition
Other assets .......ccccevvvvveeiiiiiee s

LIABILITIES AND SHAREHOLDERS'

Notes and mortgages payable .......................
Revolving credit facility .................cceee

Accounts payable and accrued expenses .............
Officer's compensation payable ....................
Deferred leasing fee income ..............cc.......

Other liabilities .........ccccccovvvvrennnnnn.

Total liabilities .........cccocceveeiniiieeee
Minority interest of unitholders in the Operating P

Commitments and contingencies

Shareholders' equity:
Preferred shares of beneficial interest: no par
20,000,000 shares; liquidation preference $50.00
issued 5,789,239 and 5,789,315 shares ..........

Common shares of beneficial interest: $.04 par valu
100,000,000 shares; issued and outstanding, 85,0

Additional capital ..............ocoevviiiiinnnns

Accumulated deficit

Accumulated other comprehensive loss ..............
Due from officers for purchase of common shares of

Total shareholders' equity .............

See notes to consolidated financial statements.

December

............................... $ 743,324
2,561,383
11,184
............................... 3,315,891
............................... (226,816)

............................... 167,808
44,195
77,156

............................... 827,840
............................... 17,165

............................... 35,517
10,683
49,711
22,947
............................... 83,682

............................... $ 1,363,750
687,250
109,925
35,628
10,051
3,196

value per share; authorized,

per share ($289,462 in total);
............................... 282,758

e per share; authorized,

76,542 and 72,164,654 shares .. 3,403

1,653,208

(132,837)

1,806,532
............................... (18,957)
beneficial interest ........... (4,897)
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$ 436,274
1,118,334
9,485
1,564,093
(173,434)

1,390,659

355,954
27,079
34,469

482,787
8,625

16,663
88,663
24,127
47,275
47,788

$ 586,654

370,000
36,538
25,000
9,927
3,641

279,884

2,887
1,146,385
(109,561)
1,319,595
(840)
(4,993)



VORNADO REALTY TRUST

CONSOLIDATED STATEMENTS OF INCOME

(amounts in thousands except per share amounts)
Revenues:
Property rentals .......ccccccceeeeeiiinnnnnn.
Expense reimbursements
Other income (including fee income from
related parties of $2,327, $1,752 and $2

Total revenues .........ccccccvvveeveeeeeeeneeennn.

Expenses:
Ooperating ......c..eeeeveieeeeeiniiieeeene
Depreciation and amortization ................
General and administrative ..................
Amortization of officer's deferred compensatio

Total EXPENSES ..o

Operating iNCOME ........coccveeeeiiiiiieeeeiis
Income applicable to Alexander's ..................
Income from partially-owned entities ....
Interest and other investment income ..............
Interest and debt expense ...........cccoccueeeenn.
Net gain from insurance settlement and
condemnation proceeding ..........ccc.........
Minority interest .........cccoeeevveiiiiininnns

Net inCoOmMe ......cceeeeiiiiiiieeiiieee e,
Preferred stock dividends (including accretion of i
expenses of $2,874 in 1998 and $1,918 in 1997)

NET INCOME applicable to common shares .......

NET INCOME PER COMMON SHARE-BASIC .................

NET INCOME PER COMMON SHARE-DILUTED ...............

See notes to consolidated financial statements.

Year Ended December 31,

1998 1997 1996
......... $425,496 $168,321 $ 87,424
......... 74,737 36,652 26,644
,569) ... 9,627 4,158 2,819
......... 509,860 209,131 116,887
......... 207,171 74,745 36,412
......... 59,227 22,983 11,589
......... 28,610 13,580 5,167
n expense -- 22,917 2,083
......... 295,008 134,225 55,251
......... 214,852 74,906 61,636
......... 3,123 7,873 7,956
......... 32,025 4,658 1,855
......... 24,074 23,767 6,643
......... (114,686) (42,888) (16,726)
......... 9,649 - -
......... (16,183) (7,293) -
......... 152,854 61,023 61,364
ssuance
........ (21,690)  (15,549) -
......... $131,164 $ 45,474 $ 61,364
......... $ 162 83 $ 1.26
......... $ 1.59 79 % 1.25
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VORNADO REALTY TRUST

CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

Accumulated
Other
P referred Common Additional  Accumul ated Comprehensive
Shares Shares Capital Defi cit  Income (Loss)

(amounts in thousands except share amounts)
Balance, January 1, 1996
Net Income
Net proceeds from issuance of common shares . 60 73,000 -
Dividends paid ($1.22 per share) ............ - -- (59 ,558) -
Common shares issued under

employees' share plans ................... 14 6,643 - -
Change in unrealized gains

on securities available for sale ......... - -- - 364
Forgiveness of amount due from officers ..... - -- - -

$ 970 $ 279231 $ (79 380) $ (1,362)*
- 61 364 -

Balance, December 31, 1996 .................. 1,044 358,874 77 ,574) (998)

Net iNCoOME .......coevvvvvvviieiiiiiviiinens -- - 61 ,023 -
Dividends paid on preferred shares
($2.37 per share) ......cceeeeeeneenne. -- - (15 ,549) -

Net proceeds from issuance of
preferred shares (including
accretion of $1,918) ........ccceveennee. $ 277,918 -- -- -- --

Two-for-one common share split .............. - 1,044 (1,044) - -
Net proceeds from issuance of common shares . -- 644 688,028 - -
Shares issued in connection with

Arbor acquisition ..............cccue.... 1,966 117 99,932 - -

Dividends paid on common shares
($1.36 per share) ........cccceeeeeenne. - - - (77 ,461) -

Common shares issued in
connection with an employment
agreement and employees' share plans ..... - 38 595 - -

Change in unrealized gains
on securities available for sale ......... - - - - 158

Forgiveness of amount due from officers ..... - - - - -

Balance, December 31, 1997 ................. 279,884 2,887 1,146,385 (109 ,561) (840)

Net InCome .......ccoeeeeevviiiien s -- - - 152 ,854 -
Dividends paid on preferred shares

($2.37 per share) ......cccceeeeeeneenne. - - - (21 ,690) -
Dividends paid on common shares

($1.64 per share) ......cccceeeeeeneenne. - - - (131 ,110) -
Net proceeds from issuance

of common shares ..........ccccoeeeeen. -- 445 444,118 - -
Common shares issued in connection

with Mendik RELP

properties acquisition ................... - 34 29,029 - -
Common shares issued under

employees' share plan .................... - 2 907 - -
Conversion of units to common shares ........ -- 35 32,745 - --
Capital contribution to

Vornado Operating Company ................ - - - (23 ,330) -
Accretion of issuance expenses on

preferred shares ..........ccccceeeneee. 2,874 - - - -
Common shares issued in connection

with dividend reinvestment plan .......... - - 24 - -
Change in unrealized (losses)

on securities available for sale ......... - - - - (5,047)
Appreciation of securities held

in officer's deferred compensation trust . - - - - (10,464)

Pension obligations ...........cccccveeine - - - - (2,606)

Forgiveness of amount due
from Officers .......cccccvvverninnnns - - - -

Balance, December 31, 1998 ................. $ 282,758 $ 3,403 $1,653,208 $ (132 ,837) $ (18,957)

* Represents unrealized losses on securities availa ble for sale.

Due (to)
from Shareholders' Comprehensive



Officers Equity Income

(amounts in thousands except share amounts)

Balance, January 1, 1996 .................... $ (5,185) $ 194,274
Net INCOME .....ccovvveeeeeeieiiieeen, - 61,364 $ 61,364
Net proceeds from issuance of common shares . -- 73,060 -
Dividends paid ($1.22 per share) ............ - (59,558) --
Common shares issued under

employees' share plans ................... - 6,657 --
Change in unrealized gains

on securities available for sale ......... - 364 364
Forgiveness of amount due from officers ..... 96 96 -
Balance, December 31, 1996 .................. (5,089) 276,257 $ 61,728
Net inCOMEe ......ooeovvviiieeeeeeees -- 61,023 $ 61,023
Dividends paid on preferred shares

($2.37 per share) .....cccceeveeenenne. -- (15,549) -

Net proceeds from issuance of
preferred shares (including

accretion of $1,918) ........ccceeveennee. - 277,918 --
Two-for-one common share split .............. - --
Net proceeds from issuance of common shares . -- 688,672 --
Shares issued in connection with

Arbor acquisition ..............ccoeueee. -- 102,015 --

Dividends paid on common shares
($1.36 per share) .......cccceeeeenenne. -- (77,461) -

Common shares issued in
connection with an employment
agreement and employees' share plans ..... - 633 -

Change in unrealized gains

on securities available for sale ......... - 158 158
Forgiveness of amount due from officers ..... 96 96 -
Balance, December 31, 1997 ................. (4,993) 1,313,762 $ 61,181
Net INCOME ..., -- 152,854 $ 152,854
Dividends paid on preferred shares

($2.37 per share) .....ccccoeeveeeeenne. -- (21,690) -
Dividends paid on common shares

($1.64 per share) ......ccceceeeeneenne. -- (131,110) -

Net proceeds from issuance
of common shares .........cccceeeeveennn. -- 444 563 --

Common shares issued in connection
with Mendik RELP

properties acquisition ................... - 29,063 -
Common shares issued under

employees' share plan .................... - 909 -
Conversion of units to common shares ........ -- 32,780 -
Capital contribution to

Vornado Operating Company ................ - (23,330) --
Accretion of issuance expenses on

preferred shares ..........ccoccvvveunen. -- 2,874 -
Common shares issued in connection

with dividend reinvestment plan .......... - 24 -
Change in unrealized (losses)

on securities available for sale ......... - (5,047) (5,047)
Appreciation of securities held

in officer's deferred compensation trust . - (10,464) (10,464)
Pension obligations ............ccccceeeins - (2,606) (2,606)
Forgiveness of amount due

from Officers ......cccccovvvvinnennn. 96 96 -
Balance, December 31, 1998 .................. $ (4,897) $1,782,678 $ 134,737

See notes to consolidated financial statements.
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VORNADO REALTY TRUST

CONSOLIDATED STATEMENTS OF CASH FLOWS

(amounts in thousands)
Cash Flows from Operating Activities

Net iNnCOMe ........ccvvevevriieiecinneen.
Adjustments to reconcile net income to net cas
by operations:
Depreciation and amortization (including de
(o1 S] &) R,
Amortization of officer's deferred compensa
Straight-lining of rental income ..........
Minority interest .........cccccoveveeeen.
Equity in loss (income) of Alexander's ...
Equity in income of partially-owned entitie
Gain on marketable securities .............
Gain from insurance settlement and condemna
Changes in operating assets and liabilities ..

Net cash provided by operating activities .........

Cash Flows from Investing Activities:

Acquisitions of real estate and other ........
Investments in partially-owned entities ......
Investments in mortgage loans receivable .....
Repayment of mortgage loans receivable .......
Cash restricted for tenant improvements ......
Additions to real estate .....................

Real estate deposits and other ...............
Purchases of securities available for sale ...
Proceeds from sale or maturity of securities a

Net cash (used in) provided by investing activities

Cash Flows from Financing Activities:

Proceeds from borrowings .....................
Repayments on borrowings ..
Costs of refinancing debt ....................

Proceeds from issuance of common shares ......
Proceeds from issuance of preferred shares ...
Proceeds from issuance of preferred units ....
Proceeds from borrowings on U.S. Treasury obli
Repayment of borrowings on U.S. Treasury oblig
Dividends paid on common shares ....
Dividends paid on preferred shares ...........
Distributions to minority shareholders .......
Exercise of share options ...................

Net cash provided by (used in) financing activities

Net (decrease) increase in cash and cash equivalent
Cash and cash equivalents at beginning of year ....

Year Ended December 31

1998 1997
................. $ 152,854 $ 61,023
h provided
bt issuance
................. 59,227 24,460
tion expense .... - 22,917
(17,561) (7,075)
16,183 7,293
3,363 (2,188)
(32,025) (4,658)
(1,530) (1,026)
(9,649) -
................. 18,544 14,727
................. 189,406 115,473
................. (896,800) (887,423)
................. (308,000)
(6,620) (71,663)
57,600 -
(14,716) (27,079)
(68,085) (23,789)
................. 26,988 (46,152)
................. (73,513) (8,378)
vailable for sale 25,779 --
................ (1,257,367) (1,064,484)
1,427,821 770,000
(883,475) (409,633)
(11,418) (3,038)
445,247 688,672
- 276,000
85,313 -
gations ......... -- --
ations .......... -- (9,636)
(154,440) (77,461)
(18,816) (15,549)
(11,229) (4,719)
812 633
................ 879,815 1,215,269
S e (188,146) 266,258
................. 355,954 89,696

Cash and cash equivalents at end of year ..........

Supplemental Disclosure of Cash Flow Information:
Cash payments for interest ...................

Non-Cash Transactions:
Financing in connection with acquisitions ....
Shares issued in connection with acquisitions
Minority interest in connection with acquisiti
Deferred officer's compensation expense and re
Unrealized (loss) gain on securities available
Appreciation of securities held in officer's d

compensation trust .........cccceceeeenn.

See notes to consolidated financial statements.

................. $ 111,089 $ 38,968

................. $ 526,000 $ 403,279
.......... 29,000 102,015

ons 184,000 177,000
lated liability . -- --

for sale ....... (5,047) 158
eferred
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VORNADO REALTY TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
1. Organization and Business

Vornado Realty Trust is a fully-integrated reakstinvestment trust ("REIT"). In April 1997, Vordatransferred substantially all of its
assets to Vornado Realty L.P., a Delaware limidr@rship (the "Operating Partnership"). As altesornado now conducts its business
through, the Operating Partnership. Vornado isstiie general partner of, and owned approximatedg 85the limited partnership common
interest in, the Operating Partnership at March1®B9. All references to the "Company" and "Vordadder to Vornado Realty Trust and its
consolidated subsidiaries, including the Operafagnership.

The Company currently owns directly or indirectly:
Office Building Properties ("Office"):

(i) all or portions of 21 office building propersién the New York City metropolitan area (primafflanhattan) containing approximately 1
million square feet;

(i) a 34% limited partnership interest in ChartlesSmith Commercial Realty L.P. ("CESCR"), a lindifgartnership, which owns interests in
and manages approximately 10.7 million squared€effice properties in Northern Virginia and Wasgion D.C., and manages an additic
14.6 million square feet of office and other comomarproperties in the Washington, D.C. area;

Retail Properties ("Retail"):

(iii) 59 shopping center properties in seven statesPuerto Rico containing approximately 12.2ionllsquare feet, including 1.4 million
square feet built by tenants on land leased fraerCtbhmpany;

Cold Storage Companies ("Cold Storage"):

(iv) a 60% interest in partnerships that own 88ekause facilities nationwide with an aggregatepgraximately 450 million cubic feet of
refrigerated, frozen and dry storage space; (exsld@® additional warehouses containing approxim&@imillion cubic feet managed by the
Cold Storage Companies - see "Spin-off of Vornager@ting Company");

Merchandise Mart Properties:

(v) the Merchandise Mart properties containing agpnately 6.7 million square feet, including thd &illion square foot Merchandise Mart
in Chicago;

Other Real Estate Investments:

(vi) approximately 29.3% of the outstanding commstotk of Alexander's, Inc. ("Alexander's"), whichsheight properties in the New York
City metropolitan area;

(vii) an 80% interest in the Hotel Pennsylvani&ew York City hotel which contains 800,000 squaxetfof space with 1,700 rooms and
400,000 square feet of retail and office space;

(viii) eight dry warehouse/industrial propertiesNew Jersey containing approximately 2.0 millionae feet; and
(ix) other real estate and investments.

-65-



VORNADO REALTY TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
Spin-off of Vornado Operating Company
General

Vornado Operating Company ("Vornado Operating")seorporated on October 30, 1997, as a whollyazisubsidiary of the Company.
order to maintain its status as a REIT for federame tax purposes, the Company is required tosf@eincipally on investment in real estate
assets. Accordingly, the Company is prevented foeming certain assets and conducting certain dietsvihat would be inconsistent with its
status as a REIT. Vornado Operating was formedvio assets that Vornado could not itself own anddaohactivities that Vornado could r
itself conduct. Vornado Operating is intended taction principally as an operating company, in casitto the Company's principal focus on
investment in real estate assets. Vornado Operitiaigle to do so because it is taxable as a retfdlacorporation rather than a REIT.

Vornado Operating will seek to become the operatdausinesses conducted at properties it leasestiie Company, as contemplated by the
Intercompany Agreement between the Company andador®perating (the "Intercompany Agreement"), reféto below. Vornado
Operating expects to rely exclusively on the Comyparidentify business opportunities and curreettpects that those opportunities will
relate in some manner to the Company and its stateeinvestments rather than to unrelated busisess

The Distribution

On October 16, 1998, the Operating Partnership raatistribution (the "Distribution") of one shareammmon stock, par value $.01 per
share (the "Common Stock™), of Vornado Operating2f® units of limited partnership interest of thpeBating Partnership (including units
owned by the Company) held of record as of theectiibusiness on October 9, 1998 and Vornado R&alist in turn made a distribution of
the Common Stock it received to the holders ofdtsimon shares of beneficial interest. While no Cemi8tock was distributed in respect of
the Company's $3.25 Series A Convertible PrefeBfgares, the Company adjusted the Conversion Rrigdeé into account the Distribution.
Vornado Operating's Common Stock is listed on theeAcan Stock Exchange under the symbol "VOQO".

Capital Contribution and Revolving Credit Agreement.

The Company initially capitalized Vornado Operatimigh an equity contribution of $25,000,000 of cash part of its formation, Vornado
Operating was granted a $75,000,000 unsecured/@aerevolving credit facility from Vornado (the &Rolving Credit Agreement").
Borrowings under the Revolving Credit Agreementrbeterest at a floating rate per annum equal ®Q@R plus 3%. Commencing Januan
1999, Vornado Operating pays the Company a commitfiee equal to 1% per annum on the average dailged portion of the facility.
Amounts may be borrowed under the Revolving Cradieement, repaid and reborrowed from time to tomea revolving basis (so long as
the principal amount outstanding at any time da#®Rrceed $75,000,000). Only interest and commitrfeas are payable under the
Revolving Credit Agreement until it expires. Thev@king Credit Agreement prohibits Vornado Opergtfrom incurring indebtedness to
third parties (other than certain purchase monéy aed certain other exceptions) and prohibits ¥dmOperating from paying dividends.
Debt under the Revolving Credit Agreement is reseuo Vornado Operating.

Intercompany Agreement.

The Company and Vornado Operating have enteredhettntercompany Agreement pursuant to which, ajrather things, (a) the Company
will under certain circumstances offer Vornado Gypielg an opportunity to become the lessee of cereal property owned now or in the
future by the Company (under mutually satisfactegse terms) and (b) Vornado Operating will not enaky real estate investment or other
REIT-Qualified Investment unless it first offeret@ompany the opportunity to make such investmedttlae Company has rejected that
opportunity.
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Under the Intercompany Agreement, the Company geeed to provide Vornado Operating with certain endlstrative, corporate, accountit
financial, insurance, legal, tax, data procesdingnan resources and operational services. For feegrees, Vornado Operating will
compensate the Company in an amount determinedad faith by the Company as the amount an una#iahird party would charge
Vornado Operating for comparable services andreithburse the Company for certain costs incurretgaid to third parties on behalf of
Vornado Operating. For the period from October998 (commencement date) to December 31, 1998pxipmately $50,000 of
compensation for such services was charged pursudéim Intercompany Agreement.

Vornado Operating and the Company each have thetagerminate the Intercompany Agreement if theeoparty is in material default of
the Intercompany Agreement or upon 90 days writigtice to the other party at any time after Decen®de 2003. In addition, the Company
has the right to terminate the Intercompany Agragmpon a change in control of Vornado Operating.

Vornado Operating's Management.

Messrs. Roth, Fascitelli, West and Wight are doecbf Vornado Operating. Mr. Roth is also Chairméthe Board and Chief Executive
Officer of Vornado Operating, Mr. Fascitelli is alBresident of Vornado Operating, and certain atiembers of the Company's senior
management hold a corresponding position with Vdon@perating.

The Cold Storage Companies.

On October 31, 1997, partnerships (the "Vornad@€et Partnerships”) in which affiliates of the @amy have a 60% interest and affiliates
of Crescent Real Estate Equities Company have aid@¥est acquired each of Americold Corporatiohnféericold") and URS Logistics, In
("URS"). In June 1998, the Vornado/Crescent Pastiips acquired the assets of Freezer Servicesatiacin July 1998 acquired the Carmar
Group (Americold, URS, Freezer Services, Inc. dredG@armar Group, collectively, the "Cold Storagerpanies").

On March 12, 1999, the Vornado/Crescent Partnessgofl all of the non-real estate assets of thd Swrage Companies encompassing the
operations of the cold storage business for appratdly $48,000,000 to a new partnership owned 6@%drinado Operating Company and
40% by Crescent Operating Inc. The new partnetglaiges the underlying cold storage warehousesingki business from the
Vornado/Crescent Partnerships which continue to themreal estate. The leases have a 15 year tatmwa-five year renewal options and
provide for the payment of fixed base rent and @etage rent based on customer revenues. The néversnip is required to pay for all costs
arising from the operation, maintenance and regfdine properties, as well as property capital exiteres in excess of $5,000,000 annually.
Fixed base rent and percentage rent for the iné&de year is projected to be approximately $1Biom The new partnership has the right to
defer a portion of the rent for up to three yeargibning on March 12, 1999 to the extent that abdd cash, as defined in the leases, is
insufficient to pay such rent.

Disposition and Acquisition of Interest in CESCR

On December 31, 1998, the Company sold approximat@Pb of the outstanding partnership units of CRS@ Delaware limited partners!
that owns interests in and manages approximatelyyhllion square feet of office properties in GiCity, Arlington, Virginia, a suburb of
Washington, D.C., and manages an additional 14lléomsquare feet of office and other commercialgarties in the Washington, D.C. are
to Vornado Operating Company, for an aggregatehase price of approximately $12,900,000 or $34updétr(which is the price at which
CESCR issued partnership units in October 199®imection with a significant "roll-up" transactiofhe purchase price was funded out of
Vornado Operating's working capital. After givinffeet to this purchase, the Company owned approtdin®.6% of CESCR as of Decem|
31, 1998. In connection with this purchase, the @amy granted to Vornado Operating an option toireghie Company to repurchase all of
the CESCR units at the price at which Vornado Opegaurchased the CESCR units, plus a cumulagtem on such amount at a rate of
10% per annum. The option was exercised on Mard999. Accordingly, the Company reacquired the CE$@its from Vornado Operati
for $13,200,000.
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2. Summary of Significant Accounting Policies

Basis of Presentation: The accompanying consolid@encial statements include the accounts of ¥dmRealty Trust and its majority-
owned subsidiary, Vornado Realty L.P. as well asrésts acquired that individually (or in the aggte with prior interests) exceed a 50%
interest and the Company exercises unilateral obril significant intercompany amounts have beéiminated. Equity interests in partially-
owned entities include partnerships, joint ventumed preferred stock affiliates (corporations irichtthe Company owns all of the preferred
stock and none of the common equity) and are a¢eduor under the equity method of accounting @@bmpany exercises significant
influence. These investments are recorded initatlygost and subsequently adjusted for net equitydome (loss) and cash contributions and
distributions. Ownership of the preferred stockities the Company to substantially all of the eqoibenefits in the preferred stock
affiliates. The common stock of the preferred staffltiates is owned by Officers and Trustees ofihaxo.

Management has made estimates and assumptioraffd@tthe reported amounts of assets and ligslidit the date of the financial statem
and the reported amounts of revenues and expenseg the reporting periods. Actual results couffied from those estimates.

Real Estate: Real estate is carried at cost, net@fmulated depreciation and amortization. Be#aits) major renewals and certain costs
directly related to the acquisition, improvement éemsing of real estate are capitalized. Mainteeamd repairs are charged to operations as
incurred. Depreciation is provided on a straighelbasis over the assets estimated useful livestwhnge from 7 to 40 years. Tenant
allowances are amortized on a straight-line bagis the lives of the related leases.

The Company's properties are reviewed for impaitrifervents or changes in circumstances indicaéttie carrying amount of the property
may not be recoverable. In such an event, a cosgais made of the current and projected operatish flows of each such property into
foreseeable future on an undiscounted basis, todirging amount of such property. Such carryingpant would be adjusted, if necessary, to
reflect an impairment in the value of the asset.

Cash and Cash Equivalents: Cash and cash equivaemsist of highly liquid investments purchasethwriginal maturities of three months
or less. Cash and cash equivalents does not inchglerestricted for tenant improvements at the j@my's Two Penn Plaza office building
of $25,708,000 and cash restricted in connectidh am officer's deferred compensation payable ¢833L000.

Marketable Securities: The Company has classifedat end equity securities which it intends to Holdan indefinite period of time as
securities available for sale, equity securitigatitnds to buy and sell on a short term basisaalrty securities and its preferred stock
investment in Capital Trust as securities held &urity. Unrealized gains and losses are includezhinings for trading securities and as a
component of shareholder's equity and other conemsitie income for securities available for salealRed gains or losses on the sale of
securities are recorded based on average cost.

At December 31, 1998 and 1997, marketable secuitiel an aggregate cost of $83,043,000 and $30@58nd an aggregate market value
of $77,156,000 and $34,469,000 (of which $6,826 &0d $7,583,000 represents trading securities) s€barities held to maturity of
$48,530,000 are reported at amortized cost. Gnossalized gains and losses were $513,000 and $6@@at December 31, 1998 and
$1,583,000 and $2,064,000 at December 31, 1997.

Mortgage Loans Receivable: The Company evaluatesdltectibility of both interest and principal @ach of its loans, if circumstances
warrant, to determine whether it is impaired. Anlgsiconsidered to be impaired, when based on muiméormation and events, it is probable
that the Company will be unable to collect all amisudue according to the existing contractual teivisen a loan is considered to be
impaired, the amount of the loss accrual is catedl®dy comparing the recorded investment to theevektermined by discounting the
expected future cash flows at the loan's effedtiterest rate. Interest on impaired loans is retzaghon a cash basis.
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Officers Compensation Payable: In July 1998, theefgimg Issues Task Force (EITF) of the Financiaddmting Standards Board issued
EITF 97-14 "Accounting for Deferred Compensatiomafagements Where Amounts Earned are Held in a Riabbt and Invested" (EITF 97-
14). EITF 97-14 applies to the Company's accourttieégtment of the Officers Compensation Payablefected in the balance sheet. The
transition guidance of EITF 97-14 required the Campto record a charge to equity of $10,464,00&whépresents the appreciation in the
value of the stock from the date the trust washdisteed (at which time the price of the stock was.$5 per share) to September 30, 1998 (at
which time the price of the stock was $33.13 parah In subsequent periods, appreciation in thekst price above $33.13 will be
recognized as compensation expense and if the fluiteiates between $33.13 and $21.75, equity wbalddjusted. For the quarter ended
December 31, 1998, approximately $340,000 was rézed as compensation expense as the price per ahBecember 31, 1998 was
$33.50.

Fair Value of Financial Instruments: All financiaktruments of the Company are reflected in th@mganying consolidated balance shee
amounts which, in management's estimation, based ap interpretation of available market informaténd valuation methodologies
(including discounted cash flow analyses with regarfixed rate debt) are considered appropriatd,raasonably approximate their fair
values. Such fair value estimates are not necésgaticative of the amounts that would be realizgan disposition of the Company's
financial instruments.

Deferred Charges: Direct financing costs are defeand amortized over the terms of the relatedeageats as a component of interest
expense. Direct costs related to leasing activéiiescapitalized and amortized on a straight-liagidover the lives of the related leases. All
other deferred charges are amortized on a stréiighbasis in accordance with the terms of the @ments to which they relate.

Revenue Recognition: Base rents, additional resggd on tenants' sales volume and reimbursemém ¢énants' share of certain operating
expenses are generally recognized when due froamtenThe straight-line basis is used to recognéme rents under leases entered into after
November 14, 1985, which provide for varying remigr the lease term

Income Taxes: The Company operates in a mannerdateto enable it to continue to qualify as a R&tifier Sections 85860 of the Intern:
Revenue Code of 1986 as amended. Under thoserse@®EIT which distributes at least 95% of itd R&xable income as a dividend to
shareholders each year and which meets certain @dheitions will not be taxed on that portion t=f taxable income which is distributed to
its shareholders. The Company has distributeddoesivlders an amount greater than its taxable incdtmerefore, no provision for Federal
income taxes is required. Dividend distributionstfee year ended December 31, 1998, were charaetkior Federal income tax purposes as
ordinary income (81%), return of capital (17%) aagital gain (2%). The distributions for the tavageended December 31, 1997 and 1996
were characterized for Federal income tax purpasesdinary income.

The net basis of the Company's assets and liakilitr tax purposes is approximately $920,000,6@@i than the amount reported for
financial statement purposes.

Amounts Per Share: Basic earnings per share is uwmthfpased on average shares outstanding. Dilateihgs per share considers the effect
of options, warrants and convertible securities.shbhre and per share information has also beerstadj for a 2-for-1 stock split in October
1997.

Stock Options: The Company accounts for stock-basatpensation using the intrinsic value method. &dride intrinsic value method
compensation cost is measured as the excess,, ibathe quoted market price of the Company's stddke date of grant over the exercise
price of the option granted. Compensation cossfock options, if any, is recognized ratably over vesting period. The Company's policy is
to grant options with an exercise price equal toghoted market price of the Company's stock omgthet date. Accordingly, no
compensation cost has been recognized for the Qoytgpstock option plans.
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3. Acquisitions

The Company completed approximately $2.4 billiomezl estate acquisitions or investments from Janbial 998 through March, 1999 and
$2.0 billion in 1997. These acquisitions were conswated through subsidiaries or preferred stockatfs of the Company and were recol
under the purchase method of accounting. Relatedssets and results of operations have been ixtlundthese financial statements since
their respective dates of acquisition. The respegiurchase costs were allocated to acquired amsétassumed liabilities using their relative
fair values as of the closing dates, based on tiahsand other studies certain of which are notpenplete. Accordingly, the initial
valuations are subject to change as such informéifinalized. The Company believes that any stidnge will not be significant since the
allocations were principally to real estate. Thiéofeing are the details of the acquisitions or istments by segment:

Office:
Mendik Transaction

In April 1997, Vornado consummated the acquisitdimterests in all or a portion of seven Manhatiffice buildings and the management
company held by Bernard H. Mendik, David R. Greemband certain entities controlled by them (the ik Group™) and certain of their
affiliates, which is operated as the Mendik Divisid he properties acquired include (i) four whallyned properties: Two Penn Plaza, Ele
Penn Plaza, 1740 Broadway and 866 U.N. Plaza grttirge partially owned properties: Two Park Aver{d0% interest), 330 Madison
Avenue (24.8% interest) and 570 Lexington Avenué9®interest). The consideration for the transactias approximately $656,000,000,
including $264,000,000 in cash, $177,000,000 inlithged partnership units of the Operating Parshg ("Minority Interests") and
$215,000,000 in indebtedness.

90 Park Avenue

In May 1997, the Company acquired a mortgage loam fa consortium of banks collateralized by anceftbuilding located at 90 Park
Avenue, Manhattan, New York. On August 21, 199&,@ompany entered into an agreement with the owsf&d8 Park Avenue pursuant to
which the Company restructured the mortgage, titlektb the land and obtained a 43-year lease embtlilding under which the Company
manages the building and receives the buildinghk aw. As part of the restructuring, the amounthe debt was adjusted from the face
value of $193,000,000 to the May 1997 acquisitiost of $185,000,000, the maturity date of the ded extended to August 31, 2022 and
the interest rate was set at 7.5%. The Companyhpaed the land from the borrower for $8,000,000¢kvivas further applied to reduce the
debt to $177,000,000. This investment is classifigdeal estate.

20 Broad Street

In September 1997, the Company purchased, at autfisca mortgage on an office building at 20 Br8agket in Manhattan, New York for
$27,000,000. The mortgage, which was in defaulidgid approximately 12%. In August 1998, the Comgmaaguired the Mendik Group's
60% interest in the leasehold for approximately®600 of Operating Partnership Units. In a relatadsaction, the Company sold a 40%
interest in the mortgage to the other unrelatedeswon the property for $10,800,000. The purchasmfthe Mendik Group includes a
provision for a future earn-out, capped at $4,400,@ additional units, based on leasing actiityptigh December 31, 2004.

Charles E. Smith Commercial Realty Investment ("CRY

In October 1997, the Company acquired a 15% limidnership interest in CESCR for $60,000,000. CE®wns interests in and manages
approximately 10.7 million square feet of officeperties in Northern Virginia and Washington, Da@d manages an additional 14.6 million
square feet of office and other commercial propesriih the Washington, D.C. area. In October 1985 CR issued partnership units in
connection with a significant roll-up transacti@ducing the Company's limited partnership intete4t1.3%.
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On December 31, 1998, the Company sold approximéat@ps of the outstanding partnership units of CRS€Vornado Operating for an
aggregate price of approximately $12,900,000. imeation with this purchase, the Company grantexh&@o Operating an option to require
the Company to repurchase the units. The optionexescised on March 4, 1999. Accordingly, the Comypaeacquired the CESCR units
from Vornado Operating for $13,200,000.

On March 4, 1999 the Company made an additiona2 $20,000 investment in CESCR by contributing t&SCR the land under certain
CESCR office properties in Crystal City, Arlingtovirginia and partnership interests in certain CERXtibsidiaries. The Company acquired
these assets from Commonwealth Atlantic Propetties,("CAPI"), an affiliate of Lazard Freres Ré&adtate Investors L.L.C., immediately
prior to the contribution to CESCR. Together witle Company's investment in CESCR made in 1997landrits it reacquired from
Vornado Operating Company, Vornado now owns appnakely 34% of CESCR's limited partnership unitsadidition, the Company
acquired from CAPI for $8,000,000 the land undbtaariott Hotel located in Crystal City.

The purchase price was paid to CAPI by Vornadamss#$i250,000,000 of 6% Convertible Preferred Uaftthe Company's operating
partnership. The Preferred Units are convertibf®4dt per unit and the coupon increases to 6.50%tbeenext three years and then fixes at
6.75% in year eight. The Company will appoint ofithcee members to CESCR's Board of Managers, asang under certain circumstances
to two of four members in March 2002.

In connection with these transactions, the Com@amged to make a fivgear $41,000,000 loan to CAPI with interest at 8¥reasing to 99
ratably over the term. The loan is secured by apprately $55,000,000 of the Company's units issoedAPI| as well as certain real estate
assets.

640 Fifth Avenue

In December 1997, the Company acquired 640 FiftarAne, a Manhattan office building located at thmeoof 51st Street, for approximat
$64,000,000.

Westport Corporate Office Park

In January 1998, the Company acquired the Wes@amporate Office Park from a limited partnershigttincluded members of the Mendik
Group. The purchase price was approximately $1400@0consisting of $6,000,000 of cash and an $800@0mortgage loan for the two
buildings.

One Penn Plaza

In February 1998, the Company acquired a long-teasehold interest in One Penn Plaza, a Manhattiae building for approximately
$410,000,000.

150 East 58th Street

In March 1998, the Company acquired 150 East 58de8(the "Architects and Design Center"), a Matamaoffice building, for
approximately $118,000,000.

570 Lexington Avenue - additional investment

In April 1998, the Company increased its interestf 5.6% to approximately 50% in 570 Lexington Avenpan office building located in
midtown Manhattan. The Company purchased the additiinterest for approximately $37,200,000, inahgd54,900,000 of existing debt.
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888 Seventh Avenue and 40 Fulton Street

In June, 1998, the Company entered into an agregmecquire the leasehold interest in 888 SevArtnue, a 46 story office building
located in midtown Manhattan, and simultaneoustu@ed 40 Fulton Street, a 29 story office buildiagated in downtown Manhattan. The
aggregate consideration for both buildings is apipnately $154,500,000. The acquisition of 888 S#lvéxvenue was completed in January
1999.

770 Broadway

In July 1998, the Company acquired 770 Broadwayiaahattan office building, for approximately $14800000, including $18,000,000 of
Operating Partnership Units.

689 Fifth Avenue

In August 1998, the Company acquired 689 Fifth Aiera 84,000 square foot Manhattan specialty mglfor approximately $33,000,000
from a partnership that included Bernard H. Mendikprmer trustee of the Company.

Mendik Real Estate Limited Partnership Properties

In November 1998, the Company completed the adensdf certain properties from the Mendik RealdstLimited Partnership ("Mendik
RELP"). The acquired real estate assets includeléasehold interest in the Saxon Woods Corp&@atder located at 550/600 Mamaroneck
Avenue, in Harrison, New York,

(i) the remaining 60% interest in an office buildilocated at Two Park Avenue, in Manhattan (then@any already owned 40%) and (iii) a
leasehold interest in an office building locate®2® West 34th Street, also in Manhattan. The aggespurchase price of approximately
$106,000,000, consists of $31,000,000 of cash P00 of the Company's common shares and $46000f debt.

Retail:
Montehiedra Town Center

In April 1997, the Company acquired The MontehieBioavn Center ("Montehiedra”), a shopping centezated in San Juan, Puerto Rico, for
approximately $74,000,000, of which $63,000,000 nesly issued ten-year indebtedness.

Arbor Property Trust

In December 1997, the Company acquired Arbor Ptgdeust ("Arbor") for approximately 2,936,000 coramshares of beneficial interes
Vornado and 39,400 Series A Convertible Preferteal&s of Vornado. The approximate value of thesiation was $225,000,000, subjec
property level debt of $125,000,000. Arbor wasrgls property real estate investment trust whichemthe Green Acres Mall, a super-
regional enclosed shopping mall complex situatedassau County, Long Island, New York, approximatele-mile east of the borough of
Queens, New York.

Las Catalinas Mall

In October 1998, the Company completed the aceuisitt Kmart Corporation's ("Kmart") 50% interestthe Las Catalinas Mall located in
Caguas, Puerto Rico (adjacent to San Juan). Iniaddihe Company acquired 75% and the Companytagrain the Mall acquired 25% of
Kmart's anchor store. The Company's purchase pfi$88,000,000 was fully financed with 15 year debt
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Cold Storage

In October 1997, two partnerships in which pref@stock affiliates of the Company have 60% interestd affiliates of Crescent Real Estate
Equities Company have 40% interests acquired ArmkefriCorporation ("Americold") and URS Logisticscl("URS") from affiliates of

Kelso & Company, Inc. and other owners. Americald &RS are cold storage and logistics warehousganias. The consideration for
these transactions totaled approximately $1,00000@0 including $628,000,000 of indebtedness. Tom@any's share of the purchase price
was approximately $600,000,000.

In June 1998, a partnership in which Vornado ow68% interest through a preferred stock affiliatquared the assets of Freezer Services,
Inc., consisting of nine cold storage warehousdhercentral United States for approximately $188,000, including $107,000,000 in cash
and $26,000,000 in indebtedness. The Company's sligiis investment was $80,000,000. AdditionaltyJuly 1998, the Carmar Group ¢
storage warehouse business was acquired for appately $158,000,000, including $144,000,000 in st $14,000,000 in indebtedness.
The Company's share of this investment was $93000Carmar owns and operates five cold storadgehlison warehouses in the midwest
and southeast United States. See "Subsequent Events

Merchandise Mart Properties:
The Merchandise Mart Properties

In April 1998, the Company acquired a real estatéfplio from the Kennedy Family for approximate$30,000,000, consisting of
$187,000,000 in cash, $116,000,000 in OperatinghPeship Units, $77,000,000 in existing debt an80$200,000 of newly issued debt. The
acquired real estate assets consist of a portiblwoperties used for office, retail and tradevstomm space which aggregate approximately
5.4 million square feet and include the Merchantiset in Chicago. The transaction also includedabeguisition of Merchandise Mart
Properties, Inc., which manages the propertiesoants and operates trade shows.

Market Square Complex

In December 1998, Vornado completed the acquistfadhe 1.07 million square foot Market Square Ctarmf showrooms in High Point,
North Carolina. The consideration was approxima$8ly,000,000 consisting of $46,000,000 in debt,®2d,000 in Operating Partnersl
Units and 6.5% Preferred Operating Partnershipdltunvertible at $43.74 per unit and $7,000,008ash. The acquired real estate assets
include the Market Square, Hamilton Market and Kura Plaza showroom buildings and the High Poialidt&y Inn hotel.

In a second transaction, the Company acquired4B¢0R0 square foot National Furniture Mart, whistadjacent to the forementioned
properties, in High Point. The price was approxiha$17,700,000 consisting of $3,800,000 in cash$it8,900,000 in debt.

Other Real Estate Investments:
Riese Transaction

In June 1997, the Company acquired four propeftieapproximately $26,000,000. The properties weeviously owned by affiliates of the
Riese Organization. These properties are locateddtown Manhattan. The Company also made a $410000mortgage loan to Riese
affiliates cross-collateralized by ten other Mamdwatproperties. The mortgage loan which had ayaa&rterm and an initial interest rate of
9.75% increasing annually, was repaid in May 1998.
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Hotel Pennsylvania

In September 1997, the Company acquired a 40%eisttar the Hotel Pennsylvania, which is locate®Gementh Avenue opposite Madison
Square Garden in Manhattan, New York. The propeey acquired in a joint venture with Hotel Propestiimited and Planet Hollywood
International, Inc. from a group of partnershipsder the joint venture agreement, Hotel Propettiested and Planet Hollywood
International, Inc. had 40% and 20% interests,a@etyely. The joint venture acquired the hoteldpproximately $159,000,000, of which
$120,000,000 was newly issued fiyear financing. The Company's share of the purchese was approximately $64,000,000. In May 1¢
the Company acquired an additional 40% interegtiénHotel Pennsylvania increasing its ownershi®%. The Company purchased the
additional 40% interest from Hotel Properties Limdit(one of its joint venture partners) for approaiety $70,000,000, including $48,000,000
of existing debt. The Company manages the progedyail and office space, and manages the hotelkatel Properties Limited.

Newkirk Joint Ventures

In July and September 1998, the Company investejgregate of $56,000,000 for a 30% share in j@ntures with affiliates of Apollo

Real Estate Investment Fund l1lI, L.P., collectiviligwkirk Joint Ventures ("Newkirk™). Newkirk ownsavious equity and debt interests
relating to 120 limited partnerships which own restiate primarily net leased to credit rated tenaftte Company has issued letters of credit
of $15,600,000 in connection with these joint veasu

In March 1999, the Company and its joint venturdrme completed an acquisition of additional equitgrests in certain limited partnershi
The Company's additional investment of $52,435@f)Gsisted of $47,790,000 in Operating Partnershipstand $4,645,000 in cash.

YMCA Development

In September 1997, the Company and its joint venpartner entered into an agreement with the YM&#@evelop a property now occupied
by the YMCA. The property overlooks Central Parkl élocated between West 63rd and 64th Stred#airhattan, New York. The
transaction closed in February 1999.

Pursuant to the agreement, the joint venture emftwhich the Company owns 80%, will develop astiry mixed-use complex. The YMCA
will own and use approximately 94,000 square fé¢h® new building and the joint venture intendsédl the remaining 119,000 square foot
portion of the building as residential condominiurfibe project is expected to cost approximately, 38,000 which will be funded by the
Company and is expected to be completed in 2001.

To date, the Company has expended approximatefd8®&00 in connection with this transaction, ans pi@vided the YMCA with letters of
credit totalling $7,750,000.

The Company will receive a preferential return @rfiinds invested and the return of its funds iteegrior to the other joint venture partner
receiving any distribution.
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Pro Forma Information

The unaudited pro forma information set forth befmesents (i) the condensed consolidated operegmgts for the Company for the years
ended December 31, 1998 and 1997 as if (a) thasatigns described above and the financings attaible thereto had occurred on Janual
1997 and (ii) the condensed consolidated pro fdyedance sheet data of the Company as of Decembé&©98, as if the acquisitions and
financings subsequent to December 31, 1998 (Sdestfuent Events") had occurred on December 31,1998

Condensed Pro Forma Consolidated Operating Resul{sinaudited)

Pro Forma Year Ended December 31,

1998 1997
(amounts in thousands except per share amounts)
REVENUES ......ocvvieiiieicrcii e $ 643,700 $ 602,900
NEt INCOME ... $172,400  $148700
Preferred stock dividends ..................... (21,700) (20,700)
Net income applicable to common shares ........ $150700 -__-;_i-28,000
Net income per common share-basic ............. ;::;:7:7::: $ ::L:S:O::::::
Net income per common share-diluted ........... ;__I._?_C%_“ $ :_L._4_7 ______

Pro Forma revenues and net income applicable tormonshares after giving effect only to the acqigisg and financings completed prior to
December 31, 1998 were $611,965 and $125,381 éoyelr ended December 31, 1998 and $574,602 arg2Bll0for the year ended
December 31, 1997. The pro forma results for theg yaded December 31, 1997, include non-recureéagd cancellation income of
$14,350,000, partially offset by related expende’2¢7/75,000.

Condensed Pro Forma Consolidated Balance Sheet Dgladnaudited)

(amounts in thousands):
December 31,

1998
Total @SSEtS vvvvvciiiiviesi e $4,775,800
Total liabilities ....cccooveviiiiiieieee L $2,309,800
Minority interest .......ccoooevveviviiiiiee. L 683,300
Total shareholders' equity .....ccccovvvvvveveeee. L 1,782,700
Total liabilities and shareholders' equity ........ ... $4,775,800
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4. Investments in Partially-Owned Entities

The Company's investments in partially-owned esgitind income recognized from such investmentsdtoded below. Summarized
financial data is provided for (i) investments itigdes which exceed 10% of the Company's totati@sand (ii) investments in which the
Company's share of partially-owned entities preit@ome exceeds 10% of the Company's net income.

Balance Sheet Data:

Company's Inves tment Total Assets Total Debt Total Equity

1998 19 97 1998 1997 1998 19 97 1998 1997

(amounts in thousands)

Investments:
Cold Storage
Companies ........c.ccoceeeee. $459,172 $243 ,846 $1,743,212 $1,481,405 $642,714 $63 8,047 $737,344 $404,227
Alexander's ..........c.ccoeuene 104,038 108 , 752 $ 317,043 $ 235,074 $277,113 $20 8,087 $ 6,974 $13,029

Charles E. Smith

Commercial
Realty L.P. ..ccooviiree 49,151 60 437
Hotel Pennsylvania .............. 47,813 20 ,152
Newkirk Joint
Ventures .......ccceeeenee 58,665 -

Mendik Partially-

Owned Office

Buildings .......ccoeceneee 59,902 37 ,209
Vornado Management Corp.,

Mendik Management

Company, Merchandise Mart

Properties, Inc. and other .... 49,099 12 ,391

$827,840 $482 , 787
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Below is a summary of the debt of partially ownatitees as of December 31, 1998, none of whichusrgnteed by the Company.

Amou nt of
Partial ly-Owned
Entit ies Debt
(dollars in thousands)
Cold Storage (60% owned by Vornado):
Mortgage notes payable collateralized by 58 Cold Storage warehouses, due in 2008,
requires amortization based on a 25 year term w ith interest at 6.89% (prepayable
after May 2000 with yield maintenance)......... 5 45,273
Other notes and mortgages payable................ 97,441
Alexander's (29.3% owned by Vornado):
Term loan secured by all of Alexander's assets ex cept for the Kings Plaza Regional
Shopping Center, due in 2000 with interest at a blended rate of 12.00%. The portion
financed by Vornado ($45,000) bears interest at 14.18% (prepayable without penalty)............ 6 5,000
Kings Plaza Regional Shopping Center mortgage pay able, due in 2001,with interest at LIBOR
plus 1.25% (6.53% at December 31, 1998) (prepay able without penalty).........cccceeeennnnen. 9 0,000
Construction loan payable collateralized by Rego Park, due in 1999, with interest at
LIBOR plus 1.00% (6.03% at December 31, 1998) ( prepayable without penalty)..................... 7 5,000
Other notes and mortgages payable............... 4 7,113
Charles E. Smith Commercial Realty L.P. (9.6% owned by Vornado (1)):
26 mortgages payable due from 1999 through 2015, with interest from 2.25% to 9.89% at
December 31, 1998 (2 are prepayable without pen alty, 2 are prepayable with a 1% penalty
and 22 are prepayable with yield maintenance).. e 78 6,413
6 mortgages payable (partially owned properties) ..due from 1999 through 2013,
with interest from 6.51% to 10.00% at December 31, 1998 (1 is prepayable
without penalty and 5 are prepayable with yield Maintenance) (2)........ccceeeeeniuveeeennnns 1 56,463
Unsecured line of credit due in 1999, with intere st
at 6.77% at December 31, 1998 (prepayable witho ut penalty)....cccccveeeeeeriiiiiiiiiiieeeees 26,000
Hotel Pennsylvania (80% owned by Vornado):
Mortgage payable, due in 2002, with interest at L IBOR plus 1.60%
(6.82% at December 31, 1998) (prepayable without PENAILY)....eveiiiiiiiiiieeeeee e 1 20,000
Mendik Partially Owned Office Buildings:
330 Madison Avenue (25% owned by Vornado) mortgag e ..note payable, due in 2008,
with interest at 6.52% (prepayable after May 2 000 with yield maintenance).................... 60,000
Other notes and mortgages payable (49.9% owned by AVZ6] 4 aF-To [0 ) F TR, 34,425
Las Catalinas Mall mortgage notes payable, due in 2 013 with interest at 6.97%
(50% owned by Vornado) (prepayable after December 2002 with yield maintenance)................... 70,941

(1) On March 4, 1999, the Company increased itsapglip interest to 34%.
(2) As of March 4, 1999, CESCR's interest in thesperties increased to approximately 100% andrdougly, CESCR's proportionate share
of the applicable debt increased from $156,463BH68023.
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Income Statement Data:

Company's |
from Partially Own

(amounts in thousands)
Income Applicable to
Alexander's ...............

Income from Other Patrtially-
Owned Investments:

Cold Storage Companies ...... $15,191 $ 1,720

Hotel Pennsylvania .......... 3,678 1,055

Newkirk Joint Ventures ...... 2,712

Charles E. Smith Commercial
Realty L.P. .coveiie 4,754

Mendik Partially-Owned Office
Buildings ........c.c..... 3,276

85
424

Vornado Management
Corp., Mendik Management
Company, Merchandise Mart
Properties, Inc. and other 2,414

1,374

VORNADO REALTY TRUST

ncome
ed Entities Total Revenues
1996 1998 1997 1996 1

$ 7,956 $51,663 $25369 $21,833 $(

$ - $567,867 $78699 $ - $1

nued)

Net Income (loss)

6,055)* $ 7,466* $ 24,699*

6988 $ 90 $

* 1998 net loss includes the write-off of the camgyvalue of the Lexington Avenue buildings of $1%5. 1997 net income includes income
from the condemnation of a portion of a propert$8f914. 1996 income includes income from discar@thoperations of $11,602 and a non-

recurring gain of $14,372.

Alexander's

The Company owns 29.3% of the outstanding sharesrafmon stock of Alexander's. In March 1995, thenpany lent Alexander's
$45,000,000. The loan, which was originally schedub mature in March 1998, has been renewed foaffditional one year periods and
currently matures in March 2000. The interest veds reset in March 1999 from 13.87% per annum tb8P4 per annum.

The investment in and loans and advances to Alexandre comprised of:

(amounts in thousands)

Common stock, net of $2,196,000 and $1,596,000 of a

depreciation of buildings...............
Loan receivable...........cccocoeeeeenns
Deferred loan origination income....
Leasing fees and other receivables
Equity in income............ccooeinviinnnns
Deferred expenses..........ccccoeuveeenn.

December 31,

1998 1997
ccumulated
$ 53,157 $ 54,931
45,000 45,000
- (83)
5,441 6,576
222 1,894
218 434
$ 104,038 $ 108,752
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Income applicable to Alexander's is comprised of :

(amounts in thousands) Year En ded December 31,
1008 1997 1996

Interest income ---- $ 5,395 $6293 _"5;5“(;,848

Equity in (loss) income .......... (2,272) 1,580 1,108
$3123 $7873 $7956

Alexander's is managed by and its properties asel by the Company, pursuant to agreements witle gyear term expiring in March of
each year which are automatically renewable. Timanrmanagement fee payable to the Company by At is equal to the sum of (i)
$3,000,000, (ii) 3% of the gross income from thed§ Plaza Mall, plus (iii) 6% of development costth minimum guaranteed fees of
$750,000 per annum.

The leasing agreement provides for the Compangieiglly receive a fee of (i) 3% of sales procemusb (i) 3% of lease rent for the first ten
years of a lease term, 2% of lease rent for theealb through the twentieth years of a lease terthlds of lease rent for the twe-first
through thirtieth year of a lease term. Subje¢htopayment of rents by Alexander's tenants, thagamy is due $5,145,000 at December 31,
1998. Such amount is receivable annually in an arnoat to exceed $2,500,000 until the present vafigich installments (calculated at a
discount rate of 9% per annum) equals the amoatttbuld have been paid had it been paid on Semefih 1993, or at the time the
transactions which gave rise to the commissionsroed, if later.

As of December 31, 1998, Interstate Properties dvapproximately 15.2% of the common shares of beiaéfnterest of the Company and
27.1% of Alexander's common stock. Interstate Rimgseis a general partnership in which Steven Ro#dvid Mandelbaum and Russell B.
Wight, Jr. are partners. Mr. Roth is the Chairmathe Board and Chief Executive Officer of the Camyp, the Managing General Partner of
Interstate Properties, and the Chief Executived@ffand a director of Alexander's, Messrs. Mandatband Wight are trustees of the
Company and are also directors of Alexander's.

Cold Storage

Investment represented a 60% interest in partnessteld by preferred stock affiliates. Income retpgd from the Cold Storage Companies
is comprised of:

(amounts in thousands) Year Ended December 31,

60% share of equity in

Net iNCOME .....ccovveeveieeeeieaenn $10,249 $ 1,000
Management fee (40% of

1% per annum of the

Total Combined Assets

(as defined)) ....eveevevereeeieniiinnnnn, 4,942 720

$15,191 $1,720

* Period from November 1, 1997 (date of acquisititmDecember 31, 1997.
See "Subsequent Events".
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Mendik Partially-Owned Office Buildings

These investments represented the Company's itdénekie partially-owned properties included ie iendik Transaction: Two Park
Avenue (40% interest), 330 Madison Avenue (24.88rast) and 570 Lexington Avenue (5.6% interest).

In April 1998, the Company increased its interash70 Lexington Avenue to approximately 50%. Incdorehe year ended December 31,
1998 is comprised of equity in net income of 578ihgton at 5.6% until the additional investment waade in April 1998, at which time
equity in net income was recorded at approximaiéhs. In November 1998, the Company acquired theirimg 60% interest in Two Park
Avenue. Income for the year ended December 31, i988mprised of equity in net income of Two ParkeAue until November, 1998 at
which time, the property was accounted for on asobidated basis for the remainder of 1998.

Vornado Management Corp., Mendik Management CompadyMerchandise Mart Properties Inc.

These investments represent non-voting intergstdferred stock affiliates. Income is comprise@agity in the net income of these preferred
stock affiliates.
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5. Debt

Following is a summary of the Company's debt:

Decemb er 31,
(amounts in thousands) 1998 1997
Notes and Mortgage Payable:
Fixed Interest:
Mortgage payable cross collateralized by an agg regate of 44 shopping
centers and warehouse/industrial properties, due in 2000 with
interest at 6.36% (prepayable with yield main tenance) ......cccoeveeeenenn. $ 227,000 $ 227,000
Eleven Penn Plaza mortgage payable, due in 2007 , requires amortization
based on a 25 year term with interest at 8.39 % (prepayable after 2003
with yield maintenance) ..................... 53,901 54,612
866 UN Plaza mortgage payable, due in 2004, wit
(prepayable without penalty) ................ 33,000 33,000
Monteheidra Town Center mortgage pass-through c ertificates, due in
2007 ($52,014) and 2009 ($10,167), requires a mortization based on 30
year term with interest at 8.23% (prepayable after August 1999 with
yield maintenance) .....cccccovcvvveeeees e 62,181 62,698
Washington Office Center mortgage payable, due in 2004, requires
amortization based on a 25 year term with int erest at 6.80%
(prepayable with yield maintenance) .......... 50,878 -
Green Acres Mall and Plaza mortgage payable, du e in 2008, requires
amortization based on a 30 year term with int erest at 6.75%
(prepayable after May 2000 with yield mainten ANCE) wevvevieieeiiiee e 158,575 -
Other mortgages payable ........cccccccceeeee 38,688 11,344
624,223 388,654
Variable Interest:
Two Penn Plaza mortgage payable, due in 2005, i nterest at LIBOR plus
.63% (6.22% at December 31, 1998) (prepayable without penalty) 80,000 80,000
Green Acres Mall and Plaza, collateralized note s, due on August 19,
1998, interest at LIBOR plus .78% (6.40% at
December 31, 1997) ..coovvviviiieiicieeee e - 118,000
Merchandise Mart mortgage payable, due in Septe mber 1999, interest at
LIBOR plus 1.35% (6.90% at December 31, 1998) (prepayable
WIthOUt PENAIY) w.vvvviiiiiiiiinieee 250,000 -
Washington Design Center mortgage payable, due in 2000, requires
amortization based on a 25 year term with int erest at LIBOR plus
1.35% (6.90% at December 31, 1998) (prepayabl e without penalty) ............. 24,225 -
Two Park Avenue mortgage payable, due in 2000, interest at LIBOR plus
1.50% (6.74% at December 31, 1998) (prepayabl e without penalty) ............. 65,000 -

One Penn Plaza mortgage payable, due in 2002, i
1.25% (6.35% at December 31, 1998) (prepayabl
penalty) ..cccoovvveeeniieeiieee e

Eight individual notes or mortgages payable col
Complex with maturity dates ranging from 1999
rates ranging from 7.25% to 8.25% at
December 31, 1998 .........cccevvvvvvvvennnns

Total notes and mortgages payable ...........
Unsecured revolving credit facility, interest at LI
December 31, 1998) (prepayable without penalty) .

Total Debt .....ccevvvvveiiiieciin,

nterest at LIBOR plus

e after June 1999 without
................................ 275,000
lateralized by the Market Square
through 2003 and interest

................................ 1,363,750
BOR plus .89% (6.44% at
................................ 687,250

586,654

370,000
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The net carrying value of properties collateraligthe notes and mortgages amounted to $2,114,21afecember 31, 1998. As at
December 31, 1998, the maturities for the next yiwars and thereafter are as follows:

(in thousands)

Year Ending December 31, Amount
...... $ 268,232
...... 1,010,014
...... 14,341
...... 275,840
...... 29,094
...... 453,479

In July 1997, the Company obtained a $600,000,08@cured thregear revolving credit facility. In February 1998etfacility was increase
to $1,000,000,000. The facility contains custormaan covenants including, among others, limitsaialtoutstanding indebtedness; maxin
loan to value ratio; minimum debt service coverage minimum market capitalization requirementserest is at LIBOR plus .70% to 1.00%
depending on the Company's senior debt rating.ciédit facility has a competitive bid option prograwhich allows the Company to hold
auctions among banks participating in the facfittyshort term borrowings of up to $500,000,000e T?ompany paid an origination fee in
July 1997 of .30%, origination and amendment fedsabruary 1998 of .39% and pays a commitment fieeterly over the remaining term of
the facility ranging from .15% to .20% on the fagibmount.

In February 1998, the Company completed a $1600000efinancing of the Green Acres Mall and preph&lthen existing $118,000,000
debt on the property. The new 10-year debt mainrbtarch 2008, requires amortization based on ge&0-term, bears interest at 6.75% and
may be defeased after 2001.

In June 1998, the Company completed a $275,000¢f0tancing of its One Penn Plaza office buildimgl &orrowed $170,000,000 pursuant
thereto. In the third quarter of 1998, the Compbosrowed the remaining $105,000,000. the debt reatir June 2002, is prepayable at
anytime, and bears interest at LIBOR + 1.25% (culye6.35%). This debt replaced the $93,192,008d&imortgage loan financing put in
place when the property was acquired. The Compatered into an interest rate cap agreement to eethecimpact of changes in interest
rates on this loan. The agreement caps the Congpigugtest rate in the event that LIBOR increasewva 8.5% through January 20, 2000
9% thereafter, until the termination date of thp agreement on July 30, 2001. The Company is exiomseredit loss in the event of
nonperformance by the other parties to the inteegstcap agreement. However, the Company doesntiotpate nonperformance by the
counterparty. The fair value of the interest ratp agreement at December 31, 1998 approximatessts

In February 1999, the Company completed a $1650000efinancing of its Two Penn Plaza office buifgland prepaid the then existing
$80,000,000 debt on the property. The new 5-yelar matures in February 2004 and bears interes0884.

6. Shareholders' Equity

In April 1998, the Company completed the sale g620,000 common shares of beneficial interestyphre $.04 per share pursuant to an
effective registration statement with net procetedtie Company of approximately $401,000,000. OnilA&9, 1998, the Company sold
1,132,420 common shares to a unit investment twith were valued for the purpose of the trus$i4it.06 per share, resulting in net
proceeds of approximately $44,000,000.

In connection with the acquisition of the Mendik [EEEproperties in November 1998, the Company is84&j200 common shares with an
approximate value of $29,063,000.

During the year ended December 31, 1998, certagr&ipg Partnership limited partners converted theits into approximately 894,000
common shares. The value of these shares werexapattely $32,780,000.
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In September 1998, the Company implemented a didideinvestment plan which provides holders of re@l common shares and the
limited partners of the Operating Partnership thpastunity to automatically reinvest all or a portiof their cash distributions received on
common shares and units of the Operating Partrenstt common shares. During the year ended DeceB81hel 998, 706 shares were issued
and proceeds of approximately $24,000 were recdiged dividend reinvestment.

In April 1997, Vornado completed its public offeginf 5,750,000 Series A Convertible Preferred ShafdBeneficial Interest, liquidation
preference $50.00 per share. The preferred shasrsalcoupon of 6 1/2% and are convertible intomomshares at $36.11 per share. The
offering, net of expenses, generated approxim&2h6,000,000 which was used to fund the cash podidhe Mendik Transaction. In
connection with the acquisition of Arbor in Decem897, the Company issued approximately 2,936¢a®0mon shares and 39,400 Series
A Convertible Preferred Shares of Beneficial Inseré&he approximate value of the shares issudtkaire of the acquisition was
$102,000,000. Dividends on the preferred shara998 and 1997 were approximately $21,690,000 aB¢b#®,000 (including accretion of
expenses in connection with the offering of $2,808,and $1,918,000).

On October 20, 1997, the Company paid a 100% conshare dividend to shareholders. All share andbpare information has been
adjusted to reflect this two-for-one share split.

In October 1997, Vornado sold 14,000,000 commomneshand an additional 2,100,000 common shares weikdber 1997 when the
underwriters exercised in full their over-allotmeption. The shares were sold at a price of $4pdiGhare which, net of expenses, yielded
approximately $688,672,000. The net proceeds weed to repay $310,000,000 outstanding under thep@oy's line of credit and to fund a
portion of the purchase price of certain acquisgipreviously described.

7. Employees' Share Option Plan

Under the Omnibus Share Plan (the "Plan"), varaftisers and employees have been granted inceshiges options and non-qualified
options to purchase common shares. Options graméedt prices equal to 100% of the market prica®fCompany's shares at the date of
grant, 1,055,066 shares vest on a graduated basisming fully vested 27 months after grant, 3,600,shares (granted in connection with
Mr. Fascitelli's employment agreement) vest onaalgated basis becoming fully vested 60 months gftert and 4,169,250 shares vest on a
graduated basis, becoming fully vested 36 monttes gfant. All options expire ten years after grant

The Plan also provides for the award of Stock Apiatteon Rights, Performance Shares and RestricteckSas defined, none of which have
been awarded as of December 31, 1998.
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If compensation cost for Plan awards had beenméted based on fair value at the grant datesneeime and income per share would have
been reduced to the pro-forma amounts below, ®y#dars ended December 31, 1998, 1997 and 1996:

December 31,

1998 1997 1996
(amounts in thousands, except share amounts)
Net income applicable to common shares:
As reported .......occoeeiiiiiiiie i $ 131,164 $ 45474 $ 61,364
Pro-forma .......ccccccovvinieiiiiiienes 117,938 38,416 60,613
Net income per share applicable to common shares:
Basic:
As reported ........ccceeiiiiiiieiiiee $ 162 $ 83 $ 126
Pro-forma .........cccooevieiiniiinens 1.46 .70 1.24
Diluted:
As reported 1.59 .79 1.25
Pro forma .......ccoocoiiiiiiiiieis 1.43 .67 1.23

The fair value of each option grant is estimatedhendate of grant using the Binomial option-pricmodel with the following weighted-
average assumptions used for grants in the peeiodisig December 31, 1998, 1997 and 1996.

D ecember 31,
1998 1997 1996
Expected volatility .............. 19% 25% 26%
Expected life ............. 5 years S5years 5years
Risk-free interest rate.... . 4.6% 6.4% 5.6%
Expected dividend yield........... 5.3% 3.4% 5.1%

A summary of the Plan's status, and changes dthgears then ended, is presented below:

Decem ber 31, 1998 December 31, 1997 December 31, 1996
Weighted- Weighted- Weighted-
Average Average Average
Exercise Exercise Exercise
Shares Price Shares Price Shares Price
Outstanding at January 1 ............. 5,529,9 17 $24.43 4,139,386 $22.51 1,079,880 $12.27
Granted ... . 50  44.99 1,521,500 29.99 3,741,500 23.14
Exercised .... 51) 21.95 (33,969) 18.69 (681,994) 9.75
Cancelled 00) 32.93 (97,000) 31.25 - -
8,724,3 16 $32.35 5,529,917 $24.43 4,139,386 $22.51
2,703,4 07 1,327,418 420,770
Weighted-average fair value of options
granted during the year ended
December 31 (per option) 5 33 $ 787 $ 4.75
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The following table summarizes information abouti@ps outstanding under the Plan at December 38:19

Options Outs tanding Options Exercis able
Number
Outstanding Weighted- Average Number
Range of December 31, Remain ing Weighted-Average Exercisable at Wei ghted-Average
Exercise Price 1998 Contractu al Life Exercise Price December 31, 1998 Ex ercise Price
$6 to $12 52,868 40Y ears $11 52,868 $11
$17 to $19 536,769 6.1Y ears 18 536,769 18
$23 3,500,000 79Y ears 23 1,400,000 23
$26 289,929 8.1Y ears 26 214,920 26
$30 764,800 8.2Y ears 30 309,400 30
$32 to $36 195,500 85Y ears 34 87,750 34
$38 to $40 241,500 94Y ears 39 - -
$41 to $44 132,700 9.2Y ears 43 1,700 41
$45 2,745,250 9.1Y ears 45 100,000 45
$48 265,000 9.1Y ears 48 - -
$6 to $48 8,724,316 8.3Y ears $32 2,703,407 $24

Shares available for future grant under the Pldbesember 31, 1998 were 4,103,382.
In connection with the acquisition of Arbor in Dedeer 1997, the Company issued 60,000 optionshad party outside of the Plan

parameters. These options were granted at $43r#hpee and immediately vested. No expense wasrgttrelated to this issuance as it was
accounted for as component of the acquisition price

8. Retirement Plan

In December 1997, benefits under the Plan werefroBrior to December 31, 1997, the Company's firclietirement plan covered all full-
time employees. The Plan provided annual pensioefiie that were equal to 1% of the employee's ahoompensation for each year of
participation. The funding policy is in accordamegh the minimum funding requirements of ERISA.

Pension expense includes the following components:

Year Ended December 31,

1998 1997 1996

(amounts in thousands, except percentages)

Service cost--benefits earned during the period $ - $ 115 $ 108
Interest cost on projected benefit obligation . 594 607 544
Actual return on assets ..........cccceeeenes (334) (494) (179)
Net amortization and deferral ................. 51 347 (59)
Net pension eXpense ...........cccccveene... $ 311 $575 $414

Assumptions used in determining the net
pension expense were:

Discount rate ..........ccccoeevviniicinnnnne 6 3/4% 7 1/4% 7 1/2%
Rate of increase in compensation levels ....... % 51/2% 5 1/2%
Expected rate of return on assets ............. 7% 7% 8%

* Not applicable, as benefits under the Plan weseen in December 1997.
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The following table sets forth the Plan's fundextiust and the amount recognized in the Companyasmbalsheet:

December 31,

1998 1997

(amounts in thousands)
Actuarial present value of benefit obligations:

Vested benefit obligation ....................... $ 8,853 $ 8,245

Accumulated benefit obligation .................. $ 8,952 $ 8,337

Projected benefit obligation .................... $ 8,952 $ 8,337

Plan assets at fair value ....................... 5,551 4,901
Projected benefit obligation in excess of plan asse ts 3,401 3,436
Unrecognized net obligations ...............c...... (2,269) (1,086)
Adjustment required to recognize minimum liability 2,269 1,086
Accrued pension CoSts ...........ccccvveeeuveennne. $ 3,401 $ 3,436

Plan assets are invested in U.S. government oldigatind securities backed by U.S. government gteed mortgages.

9. Leases

As lessor:

The Company leases space to tenants in shoppingrsemd office buildings under operating leasesst\df the leases provide for the
payment of fixed base rentals payable monthly waade. Shopping center leases provide for the {mssgh to tenants of real estate taxes,
insurance and maintenance. Office building leaseeilly require the tenants to reimburse the Comfar operating costs and real estate
taxes above their base year costs. Shopping deats also provide for the payment by the lesEadditional rent based on a percentage of
the tenants' sales. As of December 31, 1998, flnase rental revenue under noncancellable operatisgs, excluding rents for leases with
an original term of less than one year and rerstsltiag from the exercise of renewal options, i$aiews:

(in thousands)

Year Ending December 31: Amount

1999, e $ 474,990
2000 .. 454,327
2001 i 422,600
2002...cciiiii e 394,066
2003, .o 354,323
Thereafter.....ccocovvvvvviviiiceeeeeee 2,287,595

These amounts do not include rentals based ont@sates. These percentage rents approximate@3ae0, $1,786,000 and $936,000 for

the years ended December 31, 1998, 1997 and 1996.

None of the Company's tenants represented moreltanof the Company's total revenues for the yaded December 31, 19¢€
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As lessee:

The Company is a tenant under operating lease=eftain properties. These leases will expire ppalty during the next thirty years. Future
minimum lease payments under operating leasesarbteer 31, 1998, are as follows:
(in thousands)

Year Ending December 31: Amount

Rent expense was $5,937,000, $2,001,000 and $0Q®B&r the years ended December 31, 1998, 1997996l
10. Contingencies

At December 31, 1998, in addition to the $687,260,0alance outstanding under the Company's rexphiiedit facility, the Company had
utilized $100,165,000 of availability under theifiag for letters of credit and guarantees primarélated to pending acquisitions.

Each of the Company's properties has been subjecteatying degrees of environmental assessmergratus times. The environmental
assessments did not reveal any material enviroraheomtamination. However, there can be no assartrat the identification of new areas
of contamination, change in the extent or knowrpsoaf contamination, the discovery of addition&sij or changes in cleanup requirements
would not result in significant costs to the Comypan

From time-totime, the Company has disposed of substantial ataaimeal estate to third parties for which, asddain properties, it remai
contingently liable for rent payments or mortgaggebtedness.

There are various legal actions against the Compathe ordinary course of business. In the opimibmanagement, after consultation with
legal counsel, the outcome of such matters willheate a material effect on the Company's finarealition, results of operations or cash
flow.

11. Net Gain From Insurance Settlement and CondgomBroceedings

In April 1997, the Company's Lodi shopping centaiswdestroyed by a fire. In the third quarter of8,98e Company and its insurer agreed
that the estimated cost to reconstruct the shopgénter is approximately $9,012,000 and the Compacgrded a gain of $7,955,000 (the
agreed upon amount, net of the carrying value @stiopping center of $1,057,000). The insuranagecdrad previously advanced
$5,550,000 to the Company. The reconstruction @ktiopping center is expected to be completed98.19

On September 1, 1998, Atlantic City condemned tbm@any's vacant property. In the third quarter@g8, the Company recorded a gain of
$1,694,000, (which reflects the condemnation avedu$i3,100,000, net of the carrying value of thepamy of $1,406,000). The Company is
contesting the amount of the award.
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12. Repurchase Agreements

The Company enters into agreements for the purdadeesale of U.S. government obligations forquisiof up to one week. The obligati
purchased under these agreements are held in spfegen the name of the Company by various momeyer banks. The Company has the
right to demand additional collateral or returrtluése invested funds at any time the collateralevéd less than 102% of the invested funds
plus any accrued earnings thereon.

13. Other Related Party Transactions

Pursuant to his employment contract, in Decemb86 Mr. Fascitelli, the President of the Compangeieed a deferred payment consisting
of $5,000,000 in cash and a $20,000,000 convembligation payable at the Company's option in 940,0f its common shares or the cash
equivalent of their appreciated value but not thes $20,000,000. Accordingly, cash of $5,000,00d 219,540 common shares are being
held in an irrevocable trust (the fair value okthbligation was $35,628,000 at December 31, 1998).

During 1998, the Company made loans to Mr. Fadicitgfregating $7,600,000 in accordance with theseof his employment contract. The
loans have a five-year term and bear interest,ljayguarterly, at a weighted average rate of 5.{68ed on the mid-term applicable federal
rate provided under the Internal Revenue Code).

At December 31, 1998, the loans due from Mr. Rbth,Rowan and Mr. Machow in connection with thdwek option exercises were
$13,930,000 ($4,897,000 of which is shown as aatmiuin shareholders' equity), $144,000 and $1(BD,Eespectively. The loans bear
interest at a rate equal to the broker call rate0% at December 31, 1998) but not less than tinénmim applicable federal rate provided
under the Internal Revenue Code. Interest on e o Mr. Roth is payable quarterly. Mr. Roth'sid@sdue in December 2002. The
Company has agreed on each January 1st (commelaingry 1, 1997) to forgive one-fifth of the amaudiie from Mr. Rowan and Mr.
Macnow, provided that they remain employees ofGbepany.

The Company currently manages and leases thested @ssets of Interstate Properties pursuanti@anagement agreement for which the
Company receives a quarterly fee equal to 4% of bast and percentage rent and certain other cagions The management agreement has
a term of one year and is automatically renewabless terminated by either of the parties on gitetys' notice at the end of the term.
Although the management agreement was not negbtdterms length, the Company believes based upmparable fees charged by other
real estate companies, that its terms are falhlddompany. For the years ended December 31, 1998,and 1996, $1,365,000 and
$1,184,000 and $2,074,000 of management fees aemee by the Company pursuant to the managemesemgnt.

The Mendik Group owns an entity which provides oleg and related services and security serviceffiwe properties, including the
Company's Manhattan office properties. Althoughtdrens and conditions of the contracts pursuanttich these services are provided were
not negotiated at arms length, the Company belibased upon comparable fees charged to otherstdteompanies, that the terms and
conditions of such contracts are fair to the Comgpdaine Company was charged fees in connection thitke contracts of $25,686,000 for the
year ended December 31, 1998 and $9,965,000 fqretied from April 15, 1997 (date of acquisitiontbé Mendik portfolio) to Decemb

31, 1997.

The common stock of the preferred stock affiliatésch own interests in the Cold Storage Compartiesel Pennsylvania and related
management companies is owned by Officers and §easif Vornado.
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14. Minority Interest

The minority interest represents limited partnether than Vornado, interests in the Operatingrieaship and are comprised of:

Outstanding Preferred or

Units at Per Unit Annual Conversion

December 31, Liguidation Distribution Rate Into
Unit Series 1998 Preference Rate Class A Unit s
Class A ....ccoovvveeennnen.. 1,887,781 - $ 1.76 (a )
Class C 3,534,098 - $ 1.69 (b) 1.0 (c )
Class D 1,332,596 - $2.015 1.0(d )
5.0% B-1 Convertible Preferred 899,566 $50.00 $ 2.75 .914
8.0% B-2 Convertible Preferred 449,783 $50.00 $ 4.00 .914
6.5% C-1 Convertible Preferred 747,912 $50.00 $ 3.25 1.1431
8.5% D-1 Cumulative Redeemable

Preferred .................. 3,500,000 $25.00 $2.125 (e )

(a) Class A units are convertible into one comniwars of beneficial interest in Vornado or cash etnado's option.
(b) Class C unit holders participated in distribug at an annual rate of $1.69, then pari passutthét Class A rate.
(c) Mandatory conversion of Class C units occutsrdbur consecutive quarters of distributions toeast $.4225 per unit ($1.69 annually).

(d) Mandatory conversion of Class D units occutserdbur consecutive quarters of distributions tofeast $.50375 per unit ($2.015 annually),
then pari passu with the Class A rate.

(e) Convertible into an equivalent Vornado 8.5%emed share.
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15. Earnings Per Share
The following table sets forth the computation asiz and diluted earnings per share:

Year Ended December 31,

1998 1997 1996
(amounts in thousands, except per share amounts)
Numerator:
NEtinCOME .ooovvveviivieiee e, $ 152,854 $ 61,023 $ 61,364
Preferred stock dividends ...........ceeeeeeee.. L (21,690) (15,549) -
Numerator for basic and diluted earnings per shar e--
income applicable to common shares ............ . ... $ 131,164 $ 45474 $ 61,364
Denominator:
Denominator for basic earnings per share--weighte d average
Shares ..o 80,724,132 55,097,656 48,854,832
Effect of dilutive securities:
Employee stock options .......ccccceevvcceee. L. 1,931,818 2,119,553 352,052
Denominator for diluted earnings per share--adjus ted
weighted average shares and assumed conversions ... 82,655,950 57,217,209 49,206,884
Net income per common share--basic ................. ... $ 1.62 $ 0.83 $ 1.26
Net income per common share--diluted ............. ... $ 1.59 $ 0.79 $ 1.25

16. Summary of Quarterly Results (Unaudited)

The following summary represents the results ofaipens for each quarter in 1998 and 1997:

Net Income Net Income Per
Applicable to Common Share(1)
common  —-m-memmmmeeemeeeees
Reve nue Shares Basic Diluted
(amounts in thousands, except share amounts)
1998
March 31 ..o 211 $26,064 $ 36 $ .35
June 30 ..eeeiei e ,523 30,894 .38 .37
September 30 ,672 39,659 A7 .46
December 31 454 34,547 41 .40
1997
March 31 ..o 297 $9690 $ .19 $ .18
June 30 ............ ,662 8,933 A7 17
September 30 ,868 10,385 .20 .19
December 31 ,304 16,466 .26 .25

(1) The total for the year may differ from the sofithe quarters as a result of weighting.
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17. Segment Information

The Company has four business segments: OfficajlR€bld Storage and Merchandise Mart Properiemr to April 1997, the Company
operated in one segment-retail real estate, priynarthe Northeast section of the United Statesca@kdingly, selected financial information
related to each segment is presented for 1998 @®id dnly.

December 31, 1998

Cold Merchandise

(amounts in thousands) Office Retail Storage Mart Other(2) Total
Total revenues $ 247,499 $167,155 $ - $ 86,521 $ 8,685 509,860
Total expenses 151,573 70,334 -- 50,761 22,340 295,008
Operating income 95,926 96,821 - 35,760 (13,655) 214,852
Income applicable to Alexander's - -- -- -- 3,123 3,123
Income from partially-owned

entities 10,854 258 15,191 (1,969) 7,691 32,025
Interest and other investment

income 4,467 2,159 - 639 16,809 24,074
Interest and debt expense (25,175) (32,249) -- (18,711) (38,551) (114,686)
Net gain from insurance

settlement and condemnation

proceeding - - - - 9,649 9,649
Minority interest (7,236) (5,853) (1,024) (2,070) - (16,183)
Net income 78,836 61,136 14,167 13,649 (14,934) 152,854
Minority interest 7,236 5,853 1,024 2,070 - 16,183
Interest and debt expense(5) 40,245 32,709 26,541 18,711 46,272 164,478
Depreciation and amortization(5) 39,246 15,520 33,117 9,899 6,517 104,299
Net gain from insurance settlement

and condemnation proceeding - - - - (9,649) (9,649)
Straight-lining of rents(5) (6,845)  (3,203) - (4,882) (1,202) (16,132)
Other (79) - 8,872(3) - 6,262(4) 15,055
EBITDA(1) $ 158,639 $112,015 $ 83,721 $ 39,447 $ 33,266 $ 427,088
Balance sheet data:

Real estate, net $1, 777,919 $565,723 $ - $ 729,485 $ 15,948 $ 3,089,075

Investments and advances to

partially-owned entities 118,337 2,946 459,172 26,638 220,747 827,840

Capital expenditures:

Acquisitions 923,000 38,000 175,000 745,000 178,000 2,059,000

Other 51,162 5,535 12,463 10,314 1,074 80,548

December 31, 1997
Cold Merchandise
Offi ce Retail Storage Mart O ther(2)  Total

Total revenues $ 80 846 $120299 $ - $ - $ 7,986 $ 209,131
Total expenses 50 ,186 46,204 -- - 37,835 134,225
Operating income 30 ,660 74,095 - - 29,849) 74,906
Income applicable to Alexander's - - - - 7,873 7,873
Income from partially-owned

entities 1 ,015 - 1,720 - 1,923 4,658
Interest and other investment

income 6 ,834 2,296 - - 14,637 23,767
Interest and debt expense 9 ,009)  (19,893) - - 13,986) (42,888)
Net gain from insurance

settlement and condemnation

proceeding - - - - - --
Minority interest 2 ,042) (4,303) - -- (948) (7,293)
Net income 27 ,458 52,195 1,720 - 20,350) 61,023
Minority interest 2 ,042 4,303 - - 948 7,293
Interest and debt expense(5) , 707 19,893 5,839 - 14,956 54,395
Depreciation and amortization(5) ,813 11,706 4,182 - 3,271 31,972
Net gain from insurance settlement

and condemnation proceeding -- -- -- - -- --
Straight-lining of rents(5) (645) (2,558) - -- (729) (3,932)
Other 1 ,303 970 17 - (2,615) (325)
EBITDA(1) $ 56 678 $ 86,509 $11,758 $ - $ (4,519) $ 150,426
Balance sheet data:

Real estate, net $ 803 324 $564214 $ - $ - % 23,120 $1,390,659

Investments and advances to

partially-owned entities 105 ,586 4,451 243,846 - 1 28,904 482,787

Capital expenditures:

Acquisitions 965 ,000 366,000 600,000 -- 64,000 1,995,000

Other 12 ,992 8,445 6,102 - 2,352 29,891



See footnotes 1-5 on the next page.
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Notes to segment informatio

(1) EBITDA represents net income before interestes, depreciation and amortization, extraordimanyon-recurring items, gains or losses
on sales of real estate and the effect of strdigimg of property rentals for rent escalations.iidgement considers EBITDA a supplemental
measure for making decisions and assessing therpefce of its segments. EBITDA may not be comparabsimilarly titled measures
employed by other companies.

(2) Other includes (i) the operations of the Comytmwarehouse and industrial properties, (ii) inwents in the Hotel Pennsylvania,
Alexander's, and Newkirk Joint Ventures, (iii) corate general and administrative expenses andiiialocated investment income and
interest and debt expense.

(3) Includes adding back of (i) $4,287 of incomeetmand related items, which are considered nawrieg because of the expected
conversion of the Cold Storage Companies to REAG(&) non-recurring unification costs of $4,585.

(4) Primarily represents the Company's equity iexahder's loss from the write-off of the carryirajue of Alexander's Lexington Avenue
buildings.

(5) Interest and debt expense, depreciation andtemation and straighlining of rents included in the reconciliation aftincome to EBITD/
reflects amounts which are netted in income fromigdéy-owned entities.

18. Subsequent Events
Acquisition of 888 Seventh Avenue

On January 12, 1999, the Company completed thesitign of 888 Seventh Avenue, a 46 story Manhatifice building for approximately
$100,000,000.

Additional Investment in Newkirk

In March 1999, the Company and its joint venturdrga completed an acquisition of additional eqirtgrests in certain limited partnershi
The Company's additional investment of $52,435@fiGsisted of $47,790,000 in Operating Partnershipstand $4,645,000 in cash.

Charles E. Smith Commercial Realty L.P.

On March 4, 1999, the Company made an addition42 $®0,000 investment in CESCR by contributing ESCR the land under certain
CESCR office properties in Crystal City, Arlingtdvirginia and partnership interests in certain CBXTibsidiaries. The Company acquired
these assets from Commonwealth Atlantic Propefties,("CAPI"), an affiliate of Lazard Freres Ré&adtate Investors L.L.C., immediately
prior to the contribution to CESCR. Together witle Company's investment in CESCR made in 1997andrtits it reacquired on March 4,
1999 from Vornado Operating Company, the Companysoapproximately 34% of CESCR's limited partnershijis. In addition, the
Company acquired from CAPI for $8,000,000 the lander a Marriott Hotel located in Crystal City.

The purchase price was paid to CAPI by the Comjissuing $250,000,000 of 6% Convertible PreferreitdJof the Company's operating
partnership. The Preferred Units are convertibf®4dt per unit and the coupon increases to 6.50%tbeenext three years and then fixes at
6.75% in year eight. The Company will appoint ofithcee members to CESCR's Board of Managers, &sang under certain circumstances
to two of four members in March 2002.

In connection with these transactions, the Compaagte a five-year $41,000,000 loan to CAPI withriese at 8%, increasing to 9% ratably
over the term. The loan is secured by approxima&85;,000,000 of the Operating Partnership's usitgad to CAPI as well as certain real
estate assets.

Offering of Preferred Shares

On March 17, 1999, the Company completed the g&8emllion 8.5% Series B Cumulative Redeemabldétred Shares, at a price $25.00
per share, pursuant to an effective registratiatestent with net proceeds to the Company of appratedly $72,200,000. Further on March
22, 1999, 400,000 shares were sold when the uniersvexercised their over-allotment option resgltin additional net proceeds to the
Company of $9,700,000. The perpetual preferredeshaiay be called without penalty at the optiorhef€ompany commencing on March
17, 2004.
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Sale of Non-Real Estate Assets of AmeriCold Logss®n March 12, 1999, the Vornado/Crescent Pattiprsold all of the non-real estate
assets of the Cold Storage Companies encompas&rgperations of the cold storage business foroppately $48,000,000 to a new
partnership owned 60% by Vornado Operating Companty40% by Crescent Operating Inc. The new paittietsases the underlying cold
storage warehouses used in this business fromdheado/Crescent Partnerships which continue to themeal estate. The leases have a 15
year term with tw-five year renewal options and provide for the pagtrof fixed base rent and percentage rent basedsiomer revenues.
The new partnership is required to pay for all s@stsing from the operation, maintenance and repfdhe properties, as well as property
capital expenditures in excess of $5,000,000 ahnu@ked base rent and percentage rent for thialriease year is projected to be
approximately $151 million. The new partnership tiesright to defer a portion of the rent for ugheee years beginning on March 12, 1999
to the extent that available cash, as definederighses, is insufficient to pay such rent.
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PART IlI
Item 10. Directors and Executive Officers of the Rgistrant

Information relating to trustees of the Registnaiit be contained in a definitive Proxy Statemeamtalving the election of trustees which the
Registrant will file with the Securities and ExclganCommission pursuant to Regulation 14A undeSieurities Exchange Act of 1934 not
later than 120 days after December 31, 1998, acld isflormation is incorporated herein by referernormation relating to Executive
Officers of the Registrant appears at page 40isfAhnual Report on Form 10-K.

Item 11. Executive Compensation

Information relating to executive compensation wél contained in the Proxy Statement referred tvaln Item 10, "Directors and Execut
Officers of the Registrant”, and such informatisrincorporated herein by reference.

Item 12. Security Ownership of Certain Beneficial vners and Management

Information relating to security ownership of carmtheneficial owners and management will be comrtdim the Proxy Statement referred tc
Item 10, "Directors and Executive Officers of thedgistrant”, and such information is incorporatetehreby reference.

Item 13. Certain Relationships and Related Transa&ns

Information relating to certain relationships apthted transactions will be contained in the PrStatement referred to in Iltem 10, "Directors
and Executive Officers of the Registrant”, and simébrmation is incorporated herein by reference.
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PART IV
Item 14. Exhibits, Financial Statement Schedulesna Reports on Form 8-K
(a) The following documents are filed as part @ tieport:
1. The consolidated financial statements are s#t fo Item 8 of this Annual Report on Form 10-K.
2. Financial Statement Schedules.

The following financial statement schedules shdaddead in conjunction with the financial statersentluded in Item 8 of this Annual
Report on Form 10-K.

Pages in
this
Annual
Report on
Form 10-K
Independent Auditors' Report
II--Valuation and Qualifying Accounts--years en ded
December 31, 1998, 1997 and 1996............ .. 97
lll--Real Estate and Accumulated Depreciation as of
December 31, 1998......cccccvvvvveenneeeee . 98

Schedules other than those listed above are ontiteduse they are not applicable or the informagguired is included in the consolidated
financial statements or the notes thereto.

The consolidated financial statements of Alexasgémc. for the year ended December 31, 1996 ambliéncorporated by reference to Iltem
14(a)1 of the 1996 Annual Report on Form 10-K ofx&inder's, Inc. for the year ended December 316.199

3. The following exhibits listed on the Exhibit kexlare filed with this Annual Report on Form 10-K.

Exhibit No.
12  Consolidated Ratios of Earnings to Fixe d Charges and Combined Fixed
Charges and Preferred Share Dividend Re quirements.
21  Subsidiaries of the Registrant.
23  Consent of Independent Auditors to Inco rporation by Reference.

27  Financial Data Schedule.
(b) Reports on Form 8-K and Form 8-K/A

During the last quarter of the period covered by #innual Report on Form 10-K described below.

Period Covered:
(Date of Earliest

Event Reported) Iltems Reported Date of Report
October 22,1998  Court approval of Mendik RELP June 2, 1998
litigation settlement; resigna tion of
Bernard H. Mendik
November 30, 1998 Issuance of Series D-1 Preferr ed November 12, 1998

Units by Vornado Realty L.P.

-95-



SIGNATURES

Pursuant to the requirements of Section 13 or 16f(the Securities Exchange Act of 1934, the Regi¢ has duly caused this report to be
signed on its behalf by the undersigned, theredatp authorized.

VORNADO REALTY TRUST

By: /sl lrwin Gol dberg

Irwin Gol dberg, Vice President,
Chi ef Financial Oficer

Date: March 24, 1999

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

Signature Title Date
By: /s/ Steven Roth Chairm an of the Board of March 24, 1999
Trus tees (Principal Executive
(Steven Roth) Offi cer)
By: /s/ Michael D. Fascitelli Presid ent and Trustee March 24, 1999

(Michael D. Fascitelli)

By: /sl Irwin Goldberg Vice P resident-- March 24, 1999
Chie f Financial Officer

(Irwin Goldberg)

By: /s/ David Mandelbaum Truste e March 24, 1999

(David Mandelbaum)

By: /s/ Stanley Simon Truste e March 24, 1999

(Stanley Simon)

By: /s/ Ronald G. Targan Truste e March 24, 1999

(Ronald G. Targan)

By: /s/ Russell B. Wight, Jr. Truste e March 24, 1999

(Russell B. Wight, Jr.)

By: /s/ Richard R. West Truste e March 24, 1999

(Richard R. West)
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VORNADO REALTY TRUST
AND SUBSIDIARIES

SCHEDULE Il
VALUATION AND QUALIFYING ACCOUNTS

Column A Colu mn B Column C Colum nD Column E
Bala nce Additions Deductio ns Balance
at Beg inning  Charged Against  -------------------- e at End
Description of Y ear Operations Description Amount of Year

(amounts in thousands)
Year Ended December 31, 1998:

Deducted from accounts receivable,
allowance for doubtful accounts..... $6 58 $2,547 Uncollectible accoun ts $161 $ 3,044
== == —===== written-off =—=== —======

Year Ended December 31, 1997:

Deducted from accounts receivable,
allowance for doubtful accounts..... $5 75 $ 305 Uncollectible accoun ts $222 $ 658
== == —===== written-off ====

Year Ended December 31, 1996:

Deducted from accounts receivable
allowance for doubtful accounts..... $5 78 $ 211 Uncollectible accoun ts $214 $ 575

== == —===== written-off ====  =======z



COLUMN A

COLUMN B

Description

Encumbrances

Office Buildings
New York

One Penn Plaza
Manhattan

Two Penn Plaza,
Manhattan

770 Broadway
Manhattan

Eleven Penn Plaza,
Manhattan

Two Park Avenue
Manhattan

90 Park Avenue,
Manhattan

330 West 34th Street
Manhattan

1740 Broadway,
Manhattan

150 East 58th Street
Manhattan

866 United Nations Plaza,
Manhattan

640 Fifth Avenue,
Manhattan

40 Fulton Street
Manhattan

20 Broad Street
Manhattan

689 Fifth Avenue
Manhattan

550/600 Mamaroneck

Avenue
Westchester

$ 275,0

80,0

53,9

65,0

33,0

Total New York

COLUMN A

Description

Office Buildings
New York

One Penn Plaza
Manhattan $

Two Penn Plaza,
Manhattan

770 Broadway
Manhattan

Eleven Penn Plaza,
Manhattan

Two Park Avenue
Manhattan

90 Park Avenue,
Manhattan

330 West 34th Street
Manhattan

1740 Broadway,
Manhattan

150 East 58th Street
Manhattan

866 United Nations Plaza,
Manhattan

640 Fifth Avenue,
Manhattan

40 Fulton Street

53,615
52,898
40,333
44,050

8,000

26,971
39,303
32,196

38,224

VORNADO REALTY TRUST

AND SUBSIDIARIES

SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION

December 31, 1998
(amounts in thousands)

COLUMN C
Initial cost to
company(1)
Buildings and
Land improvements t
00 3 - $ 4121169 $
00 53,615 164,903
- 52,898 95,686
01 40,333 85,259
00 44,050 69,715
- 8,000 175,890
- - 8,599
- 26,971 102,890
- 39,303 80,216
00 32,196 37,534
- 38,224 25,992
- 20,400 34,235
- - 28,760
- 19,721 13,446
00 - 21,770
61 375,711 1|357,06_4
COLUMN E COLUMN F

Gross amount at which
rried at close of period

Accumulate
depreciati
Buildings and and
improvements Total(2) amortizati

$ 415,708 $ 415,708 $ 9

203,034 256,649 8
99,291 152,189 1
91,075 131,408 3
69,715 113,765 3
180,514 188,514 6
8,599 8,599

107,897 134,868 4
80,261 119,564 1
40,077 72,273 1
26,416 64,640

Costs
capitalized
subsequent

0 acquisition

3,539
38,131
3,605

5,816

5,007
45
2,543
424
1,025

55

Date of
on construction(3)

,552 1972
,240 1968
,224 1907
,940 1923
,416 1928
,199 1964

28 1925
,809 1950
,679 1969
,693 1966
695 1950



Total New York

Manhattan 20,400
20 Broad Street

Manhattan -
689 Fifth Avenue

Manhattan 19,721
550/600 Mamaroneck
Avenue

Westchester --

Total New York 375,711
COLUMN A COLUMN H
Date
Description Acquired
Office Buildings
New York

One Penn Plaza

Manhattan 1998
Two Penn Plaza,

Manhattan 1997
770 Broadway

Manhattan 1998
Eleven Penn Plaza,

Manhattan 1997
Two Park Avenue

Manhattan 1998
90 Park Avenue,

Manhattan 1997
330 West 34th Street

Manhattan 1998
1740 Broadway,

Manhattan 1997
150 East 58th Street

Manhattan 1998
866 United Nations Plaza,

Manhattan 1997
640 Fifth Avenue,

Manhattan 1997
40 Fulton Street

Manhattan 1998
20 Broad Street

Manhattan 1998
689 Fifth Avenue

Manhattan 1998
550/600 Mamaroneck
Avenue

Westchester 1998

35,260
28,815

13,456

21,800

55,660
28,815

33,177

21,800

1,421,918

1,797,629 42

Life on which
depreciation

in latest
income

statement
is computed

39 Years

39 Years

39 Years

39 Years

39 Years

39 Years

39 Years

39 Years

39 Years

39 Years

39 Years

39 Years

39 Years

39 Years

39 Years

-08-

518
305

129

70

,497

1987
1956

1925

1971/1969



REAL ESTATE AND ACCUMULATED DEPRECIATION

COLUMN A COLUMN B

Description Encumbrances

Connecticut
Westport 8,0

New Jersey
Paramus 2
Total New Jersey 2
Total Office Buildings 521,6

Merchandise Mart Properties
lllinois
Merchandise Mart
Chicago 250,0
Apparel Center
Chicago

Washington D.C.
Washington Office Center 50,8
Washington Design Center 24,2
Other

North Carolina
Market Square Complex

High Point 45,3
National Furniture Mart
High Point 13,8
Total Merchandise Mart 384,2
COLUMN A
ca

Description Land

Connecticut

Westport 4,544
Total Connecticut 4,544
New Jersey
Paramus --

Total New Jersey --

Total Office Buildings 380,255

Merchandise Mart Properties
lllinois
Merchandise Mart
Chicago 64,528
Apparel Center
Chicago 14,238

Washington D.C.
Washington Office Center 10,721
Washington Design Center 12,276
Other 9,174

VORNADO REALTY TRUST

AND SUBSIDIARIES

SCHEDULE 1lI

December 31, 1998
(amounts in thousands)

COLUMN C
Initial cost to
company(1)
Buildings and
Land improvements t
00 4,544 9,753
00 4,544 9,753
50 - 8,345
50 -- 8,345
51 380,255 1,375,162
00 64,528 319,146
- 14,238 67,008
78 10,721 69,658
25 12,276 40,662
9,174 6,273
02 11,969 85,478
31 1,069 16,761
36 123,975 604,986
COLUMN E COLUMN F

Gross amount at which
rried at close of period

Accumulate
depreciati
Buildings and and
improvements Total(2) amortizati
10,122 14,666
10,122 14,666
11,272 11,272 2
11,272 11,272 2
1,443,312 1,823,567 45
323,799 388,327 6
70,846 85,084 1
69,792 80,513 1
42,322 54,598
6,318 15,492

Costs
capitalized
subsequent

0 acquisition

Date of
on construction(3)

234 1980
234
,916 1967
,916
,647
,043 1930
314 1977
,323 1990
801 1919
118



North Carolina

Market Square Complex

High Point 11,969
National Furniture Mart
High Point 1,069
Total Merchandise Mart 123,975
COLUMN A COLUMN H
Date
Description Acquired
Connecticut
Westport 1998
Total Connecticut
New Jersey
Paramus 1987
Total New Jersey
Total Office Buildings
Merchandise Mart Properties
lllinois
Merchandise Mart
Chicago 1998
Apparel Center
Chicago 1998
Washington D.C.
Washington Office Center 1998
Washington Design Center
Other

1998
1998
North Carolina

Market Square Complex
High Point

1998
National Furniture Mart
High Point

1998
Total Merchandise Mart

Life on which
depreciation
in latest
income

statement

is computed

39 Years

26 -- 40 Years

40 Years

40 Years

40 Years
40 Years
40 Years

40 Years

40 Years

-0¢-

180 1902 -- 1989

27

,806

1964



COLUMN A COLUMN B

VORNADO REALTY TRUST
AND SUBSIDIARIES

SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION

December 31, 1998
(amounts in thousands)

Description

Shopping Centers
New Jersey

Bordentown
Bricktown
Cherry Hill
Delran
Dover
East Brunswick
East Hanover
East Hanover (Conran's)
Hackensack
Jersey City
Kearny (4)
Lawnside
Lodi (5)
Manalapan
Marlton
Middletown
Morris Plains
North Bergen (4)
North Plainfield
Totowa
Turnersville
Union
Vineland
Watchung (4)
Woodbridge

Total New Jersey

New York

14th Street and Union
Square, Manhattan

Albany (Menands)
Buffalo (Amherst)
Freeport
New Hyde Park
North Syracuse
Rochester (Henrietta)
Rochester

Encumbrances

3,2
9,9
9,7
2,8
3,6
8,2
11,0

8,0
2,0

2,2
2,8

COLUMN A

Description

Shopping Centers

New Jersey
Bordentown
Bricktown
Cherry Hill
Delran
Dover
East Brunswick
East Hanover
East Hanover (Conran's)
Hackensack
Jersey City
Kearny (4)
Lawnside
Lodi (5)
Manalapan
Marlton
Middletown
Morris Plains
North Bergen (4)

COLUMN C
Initial cost to
company(1)
Buildings and
Land improvements t
76* 498 3,176
19* 929 2,175
06* 915 3,926
48* 756 3,184
35* 224 2,330
05* 319 3,236
66* 376 3,063
- 1,756 8,706
- 536 3,293
81* 652 2,962
- 279 4,429
08* 851 2,222
20* 245 1,981
97+ 725 2,447
98* 1,514 4,671
61* 283 1,508
00* 1,254 3,140
- 510 3,390
09 500 13,340
46* 1,097 5,359
16* 900 2,132
75* 1,014 4,527
58* 290 1,594
- 451 2,347
92* 190 3,047
16 17,064 92,185
- 12,566 4,044
- 460 1,677
63* 402 2,019
21* 1,231 3,273
43* - -
03* - 2,124
32* 443 2,870
COLUMN E COLUMN F
Gross amount at which
arried at close of period
Accumulat
depreciat
Buildings and and
improvements Total(2) amortizat
4,074 4,787
11,355 12,284
7,230 8,145
5,605 6,361
4,925 5,129
9,874 10,193
6,501 6,978
8,706 10,462
10,548 11,084
4,760 5,412
3,210 3,500
3,634 4,485
1,981 2,226
7,392 8,117
5,179 6,790
5,452 5,735
6,607 7,711
636 2,945

Costs
capitalized
subsequent

0 acquisition

1,113
9,180
3,304
2,421
2,575
6,638
3,539

3,525
2,756
2,126
2,848
126
23
1,156
596

Date of
ion construction(3)

3,723 1958
4,669 1968
5,106 1964

2,900 1972
2,851 1964
5,212 1957
4,431 1962
54 1979
4,585 1963
3,605 1965
1,088 1938
2,127 1969
- 1998
3,741 1971
3,722 1973
2,713 1963
4,474 1961
100 1993



North Plainfield 500 13,694 14,194 4,384 1955

Totowa 1,163 16,234 17,397 5,687 1957
Turnersville 900 2,198 3,098 1,669 1974
Union 1,014 6,435 7,449 5,001 1962
Vineland 290 2,847 3,137 1,787 1966
Watchung (4) 4,200 5,469 9,669 742 1994
Woodbridge 220 3,728 3,948 2,895 1959
Total New Jersey 22,962 158,274 181,236 7 7,266
New York
14th Street and Union
Square, Manhattan 12,581 7,554 20,135 800 1965
Albany (Menands) 460 4,433 4,893 1,979 1965
Buffalo (Amherst) 636 3,911 4,547 2,535 1968
Freeport 1,231 6,121 7,352 2,780 1981
New Hyde Park -- 126 126 123 1970
North Syracuse -- 23 23 23 1967
Rochester (Henrietta) -- 3,280 3,280 2,063 1971
Rochester 443 3,466 3,909 2,427 1966
COLUMN A COLUMN H COLUMN |
Life on which
depreciation
in latest
income
Date statement
Description Acquired is computed

Shopping Centers

New Jersey
Bordentown 1958 7 -- 40 Years
Bricktown 1968 22 --40 Years
Cherry Hill 1964 12 -- 40 Years
Delran 1972 16 -- 40 Years
Dover 1964 16 -- 40 Years
East Brunswick 1957 8 -- 33 Years
East Hanover 1962 9 --40 Years
East Hanover (Conran's) 1998 40 Years
Hackensack 1963 15 -- 40 Years
Jersey City 1965 11 -- 40 Years
Kearny (4) 1959 23 -- 29 Years
Lawnside 1969 17 -- 40 Years
Lodi (5) 1975 (5)
Manalapan 1971 14 -- 40 Years
Marlton 1973 16 -- 40 Years
Middletown 1963 19 -- 40 Years
Morris Plains 1985 7 -- 19 Years
North Bergen (4) 1959 30 Years
North Plainfield 1989 21 -- 30 Years
Totowa 1957 19 -- 40 Years
Turnersville 1974 23 -- 40 Years
Union 1962 6 -- 40 Years
Vineland 1966 18 --40 Years
Watchung (4) 1959 27 -- 30 Years
Woodbridge 1959 11 -- 40 Years

Total New Jersey

New York

14th Street and Union

Square, Manhattan 1993 36 -- 39 Years
Albany (Menands) 1965 22 -- 40 Years
Buffalo (Amherst) 1968 13 -- 40 Years
Freeport 1981 15 -- 40 Years
New Hyde Park 1976 6 -- 10 Years
North Syracuse 1976 11 -- 12 Years
Rochester (Henrietta) 1971 15 -- 40 Years
Rochester 1966 10 -- 40 Years

-10C-



COLUMN A COLUMN B
Description Encumbrances
Valley Stream (Green Acres) 165,5
Total New York 185,5

Pennsylvania

Allentown 7,6
Bensalem 3,9
Bethlehem

Broomall 3,2
Glenolden 4,2
Lancaster 2,3
Levittown 2,2

10th and Market

Streets, Philadelphia
Upper Moreland 35
York 1,4

Maryland
Baltimore (Belair Rd.)
Baltimore (Towson) 57
Baltimore (Dundalk) 4,0
Glen Burnie 2,2
Hagerstown

Total Maryland 12,1

Connecticut
Newington 3,0
Waterbury 3,8
Total Connecticut 6,9

Massachusetts
Chicopee 1,9
Springfield (4)

Total Massachusetts 1,9

COLUMN A

Pennsylvania

Allentown 334
Bensalem 1,198
Bethlehem 278
Broomall 850
Glenolden 850
Lancaster 606
Levittown 193
10th and Market

Streets, Philadelphia 933
Upper Moreland 683
York 421

Total Pennsylvania 6,346

VORNADO REALTY TRUST

AND SUBSIDIARIES

SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION

December 31, 1998
(amounts in thousands)

COLUMN C
Initial cost to
company(1)
Buildings and
Land improvements t
74 138,691 99,586
36 153,793 115,593
96* 70 3,446
67 1,198 3,717
- 278 1,806
60* 734 1,675
45* 850 1,295
12* 606 2,312
83* 193 1,231
- 933 3,230
17* 683 2,497
63* 421 1,700
43 5,966 22,909
- 785 1,333
79* 581 2,756
84* 667 1,710
99* 462 1,741
- 168 1,453
62 2,663 8,993
42* 502 1,581
89* - 2,103
31 502 3,684
99* 510 2,031
- 505 1,657
99 1,015 3,688
COLUMN E COLUMN F

Gross amount at which
arried at close of period

Accumulat
depreciat
Buildings and and
improvements Total(2) amortizat
99,861 239,930
128,775 284,195 1
13,365 13,699
4,885 6,083
5,679 5,957
3,189 4,039
2,039 2,889
4,955 5,561
1,363 1,556
8,656 9,589
2,995 3,678
2,948 3,369
50,074 56,420 2

Costs
capitalized
subsequent

0 acquisition

10,183
1,168
3,873
1,630

744
2,643
132

5,426

Date of
ion construction(3)

4,967 1957

1,242 1972
3,297 1966
1,993 1966
1,055 1975
3,025 1966
1,131 1964
857 1977
1,939 1974
1,715 1970
1,221



Maryland

Baltimore (Belair Rd.) 785
Baltimore (Towson) 581
Baltimore (Dundalk) 667
Glen Burnie 462
Hagerstown 168
Total Maryland 2,663
Connecticut
Newington 502
Waterbury 667
Total Connecticut 1,169
Massachusetts
Chicopee 510
Springfield (4) 2,586
Total Massachusetts 3,096
COLUMN A COLUMN H
Date
Description Acquired
Valley Stream (Green Acres) 1997

Total New York

Pennsylvania

Allentown 1957
Bensalem 1972
Bethlehem 1966
Broomall 1966
Glenolden 1975
Lancaster 1966
Levittown 1964
10th and Market

Streets, Philadelphia 1994
Upper Moreland 1974
York 1970

Total Pennsylvania

Maryland
Baltimore (Belair Rd.) 1962
Baltimore (Towson) 1968
Baltimore (Dundalk) 1966
Glen Burnie 1958
Hagerstown 1966

Total Maryland

Connecticut
Newington 1965
Waterbury 1969
Total Connecticut
Massachusetts
Chicopee 1969
Springfield (4) 1966

Total Massachusetts

4,479
3,478
4,919
3,022
2,338

5,264
4,059
5,586
3,484
2,506

18,236

20,899

Life on which
depreciation
in latest
income
statement
is computed

39 -- 40 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

10 -- 33 Years
13 -- 40 Years
12 -- 40 Years
16 -- 33 Years
9 -- 40 Years

9 -- 40 Years
21 -- 40 Years

13 -- 40 Years
28 -- 30 Years

-101-

1962
1968
1966
1958
1966

1965
1969

1969
1993



COLUMN A COLUMN B
Description Encumbrances
Texas

Dallas

Lewisville 7

Mesquite 3,4

Skillman 19

Total Texas 6,1

Puerto Rico (San Juan)
Montehiedra 62,1

Total Shopping Centers 445,0

Warehouse/Industrial
New Jersey
East Brunswick
East Hanover 8,2
Edison 2,4
Garfield
Total Warehouse/
Industrial 10,6

Other Properties
New Jersey
Montclair

Rahway

Total New Jersey

COLUMN A
Description Land
Texas
Dallas
Lewisville 2,469
Mesquite 3,395
Skillman 3,714
Total Texas 9,578

Puerto Rico (San Juan)
Montehiedra 9,182

Total Shopping Centers 210,416

Warehouse/Industrial

New Jersey
East Brunswick
East Hanover 691
Edison 704
Garfield 97

Total Warehouse/
Industrial 1,492

VORNADO REALTY TRUST
AND SUBSIDIARIES

SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION

December 31, 1998
(amounts in thousands)

COLUMN C
Initial cost to
company(1)
Buildings and
Land improvements t
64* 2,433 2,271
45* 3,414 4,704
87* 3,714 6,891
96 9,561 13,866
80 9,182 66,701
63 199,746 327,619
- - 4,772
10* 576 7,752
55*% 705 2,839
- 96 8,068
65 1,377 23,431
- 66 470
- 66 470
COLUMN E COLUMN

Gross amount at which
carried at close of period

Accumula
deprecia
Buildings and and
improvements Total(2) amortiza
2,911 5,380
5,956 9,351
7,958 11,672
16,825 26,403
66,916 76,098
446,971 657,387 1
7,639 7,639
14,864 15,555
4,081 4,785
12,855 12,952
39,439 40,931

Costs
capitalized
subsequent

0 acquisition

ted
tion
Date of
tion construction(3)

830 1989
1,659 1988
2,177 1988
4,666
2,913 1996

37,759

4,126 1972
9,604 1963 -- 1967
2,153 1954
9,098 1942



Other Properties

New Jersey
Montclair 66
Rahway -
Total New Jersey 66
COLUMN A COLUMNH
Date
Description Acquired
Texas
Dallas
Lewisville 1990
Mesquite 1990
Skillman 1990
Total Texas
Puerto Rico (San Juan)
Montehiedra 1997
Total Shopping Centers
Warehouse/Industrial
New Jersey
East Brunswick 1972
East Hanover 1963
Edison 1982
Garfield 1959
Total Warehouse/
Industrial
Other Properties
New Jersey
Montclair 1972
Rahway 1972

Total New Jersey

800 866
25 25

825 891

Life on which
depreciation
in latest
income
statement
is computed

25 -- 30 Years
24 -- 30 Years
26 -- 30 Years

40 Years

18 -- 40 Years
7 -- 40 Years

12 -- 25 Years
11 -- 33 Years

4 -- 15 Years
14 Years

-10z-
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1972
1972



COLUMN A COLUMN B
Description Encumbrances
New York
1135 Third Avenue
Riese

Total New York

Total Other Properties

Leasehold Improvements
and Equipment

TOTAL --
DECEMBER 31, 1998 $ 1,361,6
COLUMN A
Description Land
New York
1135 Third Avenue 7,844
Riese 19,276
Total New York 27,120
Total Other Properties 27,186

Leasehold Improvements
and Equipment

TOTAL --
DECEMBER 31, 1998 $ 743,324
COLUMN A COLUMN H
Date
Description Acquired
New York
1135 Third Avenue 1997
Riese 1997

Total New York

Total Other Properties

Leasehold Improvements
and Equipment

TOTAL --
DECEMBER 31, 1998

VORNADO REALTY TRUST
AND SUBSIDIARIES

SCHEDULE 1lI

REAL ESTATE AND ACCUMULATED DEPRECIATION

December 31, 1998
(amounts in thousands)

COLUMN C

Initial cost to
company(1)

Buildings and
Land improvements t

- 7,844 7,844
- 19,277 7,348

- 27,121 15,192

- 27,187 15,662

15 % 732,540 $ 2,346,860

COLUMN E COLUM

Gross amount at which
carried at close of period

Costs
capitalized
subsequent

0 acquisition

11,491

$236,491

Date of
zation construction(3)

Accumu
deprec
Buildings and and
improvements Total(2) amorti
7,844 15,688
7,369 26,645
15,213 42,333
16,038 43,224
11,491 11,491

$ 2,572,567 $ 3,315,891 $

Life on which

depreciation
in latest
income
statement

is computed

40 Years
39 Years

3 --20 Years

283  1911--1987

7,597

226,816

* These encumbrances are cross collateralized unbdkmket mortgage in the amount of $227,000,0@eaember 31, 199



Notes:

1) Initial cost is cost as of January 30, 1982 (thte on which Vornado commenced real estate apesatunless acquired subsequent to that
date -- see Column H.

2) The net basis of the company's assets anditiebior tax purposes is approximately $920,000,@0ver than the amount reported for
financial statement purposes.

3) Date of original construction -- many propertiese had substantial renovation or additional wanson -- see Column D.

4) Buildings on these properties were demolishelPi®3.As a result, the cost of the buildings angrimements, net of accumulated
depreciation, were transferred to land. In addjttbe cost of the land in Kearny is net of a $1,8@8 insurance recovery.

5) Building was destroyed by fire and is being i&bu

-10%-



VORNADO REALTY TRUST
AND SUBSIDIARIES

SCHEDULE 1lI
REAL ESTATE AND ACCUMULATED DEPRECIATION
(amounts in thousands)

The following is a reconciliation of real estatsets and accumulated depreciation:

Year Ende d December 31,
1998 1997 1996
Real Estate
Balance at beginning of period ..........c...... L $1,564,093 $ 397,298 $ 382,476
Additions during the period:
Land ..o 308,261 374,996 -
Buildings & improvements .........ccceeceeeee. e, 1,464,595 792,397 14,822
3,336,949 1 ,564,691 397,298
Less: Cost of assets written-off ............ ... 21,058 598 -
Balance atend of period .......cccoceeveeees $3,315,891 $1 ,564,093 $ 397,298
Accumulated Depreciation
Balance at beginning of period .........ccoc.... L $ 173,434 $ 151,049 $ 139,495
Additions charged to operating expenses ........ 59,227 22,983 11,589
232,661 174,032 151,084
Less: Accumulated depreciation on assets
WHHEN-Off oo s 5,845 598 35
Balance at end of period .....c.cccocevevveceeee. $ 226,816 $ 173,434 $ 151,049




EXHIBIT INDEX

Exhibit
No.

3.1 -- Amended and Restated Declaration of TruMarhado, amended April 3, 1997 - Incorporated é]‘yerrence to Exhibit 3.1 of Vornado's
Registration Statement on Form S-8 (File No. 338129, filed on June 12, 1997... et em———— 1t raaaaaen

3.2 -- Articles of Amendment of Declaration of Trust obviado, as filed with the State Department of Assesits and Taxation of Maryla
on April 22, 1998 - Incorporated by reference tdniBit 3.1 of Vornado's Current Report on Form 8didted April 22, 1998 (File No. 001-
11954), filed on April 28, 1998....................

3.3 -- Articles Supplementary Classifying VornadkBs25 Series A Preferred Shares of Beneficiaréste liquidation preference $50.00 per
share - Incorporated by reference to Exhibit 4. Vofado's Current Report on Form 8-K, dated Apri1997 (File No. 001-11954), filed on
April 8, 1997.......ooiiiiieeen.

3.4 -- Articles Supplementary Classifying Vornaddé&sies D-1 8.5% Cumulative Redeemable PreferregeStof Beneficial Interest, no par
value (the "Series D-1 Preferred Shares") - Incagal by reference to Exhibit 3.1 of Vornado's @ntrReport on Form 8-K, dated
November 12, 1998 (file No. 0-11954), filed on November 30, 1998.........ccccamiiiiiiiiiiieeeeee e

3.5 -- Articles Supplementary Classifying AdditibiSeries D-1 Preferred Shares - Incorporated bsreeice to Exhibit 3.2 of Vornado's
Current Report on Form 8-K/A, dated November 138L&ile No. 001-11954), filed on February 9, 1999..................... *

3.6 --Articles Supplementary classifying 8.5% SeriesiBrDlative Redeemable Preferred Shares of Benefittiedest, liquidation preferen
$25.00 per share, no par value - Incorporated teyerace to Exhibit 3.3 of Vornado s Current Report~orm 8-K, dated March 3, 1999 (File
No. 002-11954), filed on March 17, 1999.........ooi i

3.7 -- By-laws of Vornado, as amended on April 2897 - Incorporated by reference to Exhibit 3(b)Yofnado's Quarterly Report on Form
10-Q for the period ended March 31, 1997 (File O@l-11954), filed on May 14, 1997.........coieeciiiiiiiiiiieeeeaenn.

3.8 -- Second Amended and Restated Agreement afddrPartnership of the Operating Partnership,ddateof October 20, 1997 -
Incorporated by reference to Exhibit 3.4 of Vornadfknnual Report on Form 10-K for the year endeddbaber 31, 1997 filed on March 31,
1998 (the "1997 10-K")..coioeeiiie e srecme e

3.9 -- Amendment to Second Amended and Restatedefygent of Limited Partnership of Vornado Realty Ldated as of December 16,
1997--Incorporated by reference to Exhibit 3.5 1997 10-K.......evvvvveeeeiiiiiiiiiiieie e

* Incorporated by reference
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Exhibit
No.

3.11

3.12

3.13

3.14

3.15

4.1

4.2

4.3

4.4

*Incorporated by reference

-- Second Amendment to Second Amended and

Limited Partnership of the Operating
April 1, 1998 - Incorporated by refer
Vornado's Registration Statement on F
filed on April 14, 1998..............

-- Third Amendment to Second Amended and
Partnership of the Operating Partners

1998 - Incorporated by reference to E
Current Report on Form 8-K, dated Nov
001-11954), filed on November 30, 199

-- Fourth Amendment to Second Amended and
Limited Partnership of the Operating
November 30, 1998 - Incorporated by r
Vornado's Current Report on Form 8-K,

No. 001-11954), filed on February 9,

-- Exhibit A, dated as of December 22, 19
Restated Agreement of Limited Partner
Partnership - Incorporated by referen
Vornado's Current Report on Form 8-K/
(File No. 001-11954), filed on Februa

-- Fifth Amendment to Second Amended and
Partnership of the Operating Partners

1999 - Incorporated by reference to E
Current Report on Form 8-K, dated Mar

No. 001-11954), filed on March 17, 19

-- Exhibit A to Second Amended and Restat
Partnership of the Operating Partners
1999 - Incorporated by reference to E
Current Report on Form 8-K, dated Mar
001-11954), filed on March 17, 1999..

-- Instruments defining the rights of sec
3.1 through 3.15 of this Annual Repor

-- Indenture dated as of November 24, 199
Corp. and Bankers Trust Company, as T
reference to Vornado's current Report
24,1993 (File No. 001-11954), filed

-- Specimen certificate representing Vorn
Beneficial Interest, par value $0.04
reference to Exhibit 4.1 of Amendment
Statement on Form S-3 (File No. 33-62

-- Specimen certificate representing Vorn
Preferred Shares of Beneficial Intere
$50.00 per share - Incorporated by re
Vornado's
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per share - Incorporated by
No. 1 to Registration
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*
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Exhibit
No.

Current Report on Form 8-K, dated April 3, 1997€mMo. 001-11954), filed on April 8, 1997......ccceeeeeviiinnnns *

4.5 -- Specimen certificate evidencing Vornado'seSeB 8.5% Cumulative Redeemable Preferred StudrBeneficial Interest-Incorporated

by

10.1

10.2

10.3**

10.4**

10.5**

10.6**

10.7**

10.8**

10.9**

10.10**

10.11*

reference to Exhibit 4.2 of Vornado's
Form 8-A (File No. 001-11954), on Marc

-- Second Amendment, dated as of June 12,
1993 Omnibus Share Plan, as amended -
reference to Vornado's Registration S

(File No. 333-29011) filed on June 12

-- Master Agreement and Guaranty, between
Bradlees New Jersey, Inc. dated as of
Incorporated by reference to Vornado'

Form 10-Q for quarter ended March 31,
001-11954), filed May 8, 1992........

-- Mortgage, Security Agreement, Assignme
Rents and Fixture Filing dated as of

by each of the entities listed therei

Vornado Finance Corp., as mortgagee -
reference to Vornado's Current Report
November 24, 1993 (File No. 001-11954

-- 1985 Stock Option Plan as amended - In
reference to Vornado's Quarterly Repo
quarter ended May 2, 1987 (File No. 0

-- Form of Stock Option Agreement for use
incentive stock options issued pursua
Stock Option Plan - Incorporated by r
Quarterly Report on Form 10-Q for qua
1985 (File No. 001-11954), filed Dece

-- Form of Stock Option Agreement for use
incentive stock options issued pursua
Stock Option Plan--Incorporated by re
Quarterly Report on Form 10-Q for qua
(File No. 001-11954), filed June 9, 1

-- Form of Stock Option Agreement for use
incentive stock options issued pursua
Stock Option Plan--Incorporated by re
Quarterly Report on Form 10-Q for qua
1985 (File No. 001-11954), filed Dece

-- Employment Agreement between Vornado R
dated January 1, 1998 - Incorporated

of Vornado's Quarterly Report on Form
September 30, 1998 (File No. 001-1195

-- Employment Agreement between Vornado R
dated January 1, 1998 - Incorporated

of Vornado's Quarterly Report on Form
September 30, 1998 (File No. 001-1195

-- Employment Agreement between Vornado R
Goldberg, dated December 11, 1997-Inc
Exhibit 10.10 of Vornado's Annual Rep

year ended December 31,1997 (File No.

14, 1998.....cciiiiiiiiiieeee

-- Employment Agreement between Vornado R
Michael D. Fascitelli dated December

by reference to Vornado's Annual Repo

year ended December 31, 1996 (File No

March 13, 1997........ccceuvvnn.

registration Statement on

1997, to Vornado's
Incorporated by
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*
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rter ended May 2, 1987
987 *

in connection with

nt to Vornado, Inc. 1985
ference to Vornado's
rter ended October 26,
mber 9, 1985............... *

ealty Trust and Joseph Macnow
by reference to Exhibit 10.7
10-Q for the quarter ended
4), filed November 12,

*

ealty Trust and Richard Rowan
by reference to Exhibit 10.8
10-Q for the quarter ended
4), filed November 12,

*

ealty Trust and lrwin

orporated by reference to

ort on Form 10-K/A for the

001-11954), Filed on April
*

ealty Trust and

2, 1996 - Incorporated
rt on Form 10-K for the
. 001-11954), filed
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Exhibit

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

* Incorporated by referenc

-- Promissory Notes from Steven Roth to V
December 29, 1992 and January 15, 199
reference to Vornado's Annual Report
year ended December 31, 1992 (File No
February 16, 1993.........ccccceene

-- Registration Rights Agreement between
Steven Roth Dated December 29, 1992 -
reference to Vornado's Annual Report
year ended December 31, 1992 (File No
February 16, 1993...................

-- Stock Pledge Agreement between Vornado
Roth dated December 29, 1992 - Incorp
Vornado's Annual Report on Form 10-K
December 31, 1992 (File No. 001-11954

-- Promissory Note from Steven Roth to Vo
dated April 15, 1993 and June 17, 199
reference to Vornado's Annual Report
year ended December 31, 1993 (File No
March 24, 1994...........cccoeeeee

-- Promissory Note from Richard Rowan to
- Incorporated by reference to Vornad
Form 10-K for the year ended December
001-11954), filed March 24, 1994.....

-- Promissory Note from Joseph Macnow to
- Incorporated by reference to Vornad
Form 10-K for the year ended December
001-11954), filed March 24, 1994.....

-- Management Agreement between Interstat
Vornado, Inc. dated July 13, 1992 -In

to Vornado's Annual Report on Form 10
December 31, 1992 (File No. 001-11954

-- Real Estate Retention Agreement betwee
Keen Realty Consultants, Inc. and Ale

of July 20, 1992 - Incorporated by re
Annual Report on Form 10-K for the ye
1992 (File No. 001-11954), filed Febr

-- Amendment to Real Estate Retention Agr
February 6, 1995 - Incorporated by re
Annual Report on Form 10-K for the ye
1994 (File No. 001-11954), filed Marc

-- Stipulation between Keen Realty Consul
Vornado Realty Trust re: Alexander's
Incorporated by reference to Vornado'
10-K for the year ended December 31,
001-11954), filed March 24, 1994.....

-- Stock Purchase Agreement, dated Februa
Vornado Realty Trust and Citibank, N.
reference to Vornado's Current Report
February 6, 1995 (File No. 001-11954)

-- Management and Development Agreement,
6, 1995 - Incorporated by reference t

Report on Form 8-K dated February 6,
001-11954), filed February 21, 1995..

-- Standstill and Corporate Governance Ag
February 6, 1995 - Incorporated by re
Current Report on Form 8-K dated Febr
001-11954), filed February 21, 1995..
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*
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for the year ended
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*
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*
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0's Annual Report on
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*

Vornado Realty Trust
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31, 1993 (File No.

*
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Exhibit
No.

10.26

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

-- Credit Agreement, dated as of March 15
Alexander's Inc., as borrower, and Vo
lender - Incorporated by reference fr

10-K for the year ended December 31,
11954), filed March 23, 1995.........

-- Subordination and Intercreditor Agreem
March 15, 1995 among Vornado Lending
Trust and First Fidelity Bank, Nation
Incorporated by reference to Vornado'
10-K for the year ended December 31,
001-11954), filed March 23, 1995.....

-- Revolving Credit Agreement dated as of
among Vornado Realty Trust, as borrow
Switzerland, as Bank and Administrati

by reference to Exhibit 10(F)9 of Vor
Form 10-K for the year ended December
001-11954), filed March 23, 1995.....

-- Form of Intercompany Agreement between
and Vornado Operating, Inc. -Incorpor
Exhibit 10.1 of Amendment No. 1 to Vo
Registration Statement on Form S-11 (

filed on January 23, 1998............

-- Form of Revolving Credit Agreement bet
L.P. and Vornado Operating, Inc., tog

of Note - Incorporated by reference t
Amendment No. 1 to Vornado Operating,
Statement on Form S-11 (File No.333-4

-- Amended and Restated Revolving Credit
of February 23, 1998, between Vornado
Borrower, Vornado Realty Trust, as Ge
Bank of Switzerland (New York Branch)
banks signatory hereto, each as a ban
Switzerland (New York Branch), as Adm
Citicorp Real Estate, Inc., The Chase
Nationsbank, as Syndication Agents -
reference to Exhibit 10.29 of the 199

-- Registration Rights Agreement, dated a
between Vornado Realty Trust and the
on Schedule A thereto - Incorporated
10.2 of Vornado's Current Report on F
001-11954), filed on April 30, 1997..

-- Noncompetition Agreement, dated as of
and among Vornado Realty Trust, the M
Bernard H. Mendik - Incorporated by r

of Vornado's Current Report on Form 8
filed on April 30, 1997..............

-- Employment Agreement, dated as of Apri
among Vornado Realty Trust, The Mendi
David R. Greenbaum - Incorporated by
10.4 of Vornado's Current Report on F
001-11954), filed on April 30, 1997..

-- Agreement, dated September 28, 1997, b
Parent Incorporated, Portland Parent
Crescent Real Estate Equities, Limite
Incorporated by reference to Exhibit
Current Report on Form 8-K (File No.
October 8, 1997.........ccocveeeenne

-- Contribution Agreement between Vornado
L.P. and The Contributors Signatory -
Properties, Inc. (DE) and Merchandise
Incorporated by reference to Exhibit

Report on Form 10-K/A for the year en

No. 001-11954), Filed on April 8, 199

-- Sale Agreement executed November 18, 1
19, 1997, between MidCity Associates,
Seller, and One Penn Plaza LLC, a New
company; as purchaser. Incorporated b

of Vornado's Annual Report on Form 10

, 1995, among
rnado Lending Corp., as
om Annual Report on Form
1994 (File No. 001 -

*
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February 27, 1995
er, and Union Bank of
ve Agent - Incorporated
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*
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ated by reference to
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File No. 333-40701),

*
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o Exhibit 10.2 of

Inc.'s Registration

Agreement, dated as
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Manhattan Bank and
Incorporated by

s of April 15, 1997,
holders of Units listed
by reference to Exhibit
orm 8-K (File No.

*

April 15, 1997, by

endik Company, L.P., and
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-K (File No. 001-11954),
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reference to Exhibit
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*
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*
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Mart Enterprises, Inc.
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December 31, 1997 (File N0.001-11954), Filed on A8, 1998...*

* Incorporated by reference
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10.37

10.38

10.39

10.40

10.41

10.42

10.43

12

13

16

18

19

21

22

23

25

27

29

* Incorporated by reference

Exhibit No.

-- Promissory Notes from Michael D. Fasci
Trust dated March 2, 1998 and April 30
reference to Exhibit 10.37 of Vornado'
10-Q for the quarter ended March 31, 1
filed May 13, 1998..........cccueue..

-- Credit Agreement dated as of June 22,
LLC, as Borrower, The Lenders Party He
Bank, as Administrative Agent Incorpor
10 of Vornado's Quarterly Report on Fo
June 30, 1998 (File No. 001-11954), fi

-- Registration Rights Agreement, dated a
Vornado and the Unit Holders named the
reference to Exhibit 10.2 of Amendment
Registration Statement on Form S-3 (Fi
May 6, 1998.........cccovvrriiiennnn

-- Underwriting Agreement, dated April 9,
Realty L.P. and Goldman, Sachs & Co. -
Exhibit 1.1 of Vornado's Current Repor
1998 (file No. 001-11954), filed on Ap

-- Pricing Agreement, dated April 9, 1998
Goldman, Sachs & Co. - Incorporated by
Vornado's current report on Form 8-K,
001-11954), filed on April 16, 1998...

-- Underwriting Agreement, dated April 23
Vornado Realty L.P. and Merrill Lynch,
Incorporated - Incorporated by referen
Vornado's Current Report on Form 8-K,
No. 001-11954), filed on April 28, 199

-- Underwriting Agreement, dated March 12
Vornado Realty L.P., Merrill Lynch, Pi
Incorporated - Incorporated by referen
Vornado's Current Report on Form 8-K,
No. 001-11954), filed on March 17, 199

-- Consolidated Ratios of Earnings to Fix
Charges and Preferred Share 111 Divide

-- Not applicable

-- Not applicable

-- Not applicable

-- Not applicable

-- Subsidiaries of the Registrant........

-- Not applicable

-- Consent of independent auditors.......
-- Not applicable

-- Financial Data Schedule...............

-- Not applicable
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EXHIBIT 12

VORNADO REALTY TRUST

CONSOLIDATED RATIOS OF EARNINGS TO FIXED CHARGES AN D COMBINED FIXED CHARGES

AND PREFERRED SHARE DIVIDEND REQUIREMENTS

1998
Income from continuing
operations before
income taxes $ 131,164
Fixed charges 139,765
Income from continuing
operations before
income taxes and
fixed charges $ 270,929
Fixed charges:
Interest and debt expense $ 114,686
Preferred stock dividends 21,690
1/3 of rent expense--
interest factor 1,979
138,355
Capitalized interest 1,410
$ 139,765
Ratio of earnings to
fixed charges 1.94

Note: For purposes of this calculation, earnings be
earnings before income taxes plus fixed charg

interest expense on all indebtedness (includi

debt issuance costs) preferred stock dividend

operating lease rental expense that is repres
factor (deemed to be one third of operating |

Rent Expense $ 5,937

December 31,

1997 1996 1995
$ 45474 $ 61,364 $ 53,008
59,104 17,214 17,333
$104,578 $ 78,578 $ 70,341
$ 42,888 $ 16,726 $ 16,426
15,549 - -
667 488 465
59,104 17,214 16,891
- - 442
$ 59,104 $17,214 $ 17,333
1.76 4.56 4.06
fore fixed charges consist of
es. Fixed charges consist of
ng amortization of deferred
s and the portion of
entative of the interest
ease rentals).
$ 2,001 $ 1465 $ 1,395
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SUBSIDIARIES OF THE REGISTRANT

Name of Subsidiary

14 West 64th Street Corp.

150 East 58th Street L.L.C.
1740 Broadway Associates L.P.

20 Broad Lender L.L.C.
201 East 66th Street Corp.

201 East 66th Street L.L.C.
314 West 40th Street L.L.C.
330 Madison Company L.L.C.

350 North Orleans L.L.C.

EXHIBIT 21

VORNADO REALTY TRUST

40 East 14 Realty Associates L.L.C.

40 Fulton Street L.L.C.

401 Commercial Son, L.L.C.

401 Commercial, L.P.

401 General Partner, L.L.C.

401 Hotel General Partner, L.L.C.

401 Hotel, L.P.
527 West Kinzie L.L.C.

570 Lexington Associates, L.P.
570 Lexington Company, L.P.

689 5th Avenue L.L.C.

770 Broadway Company L.L.C.

825 Seventh Avenue Holding L.L.C.
866 U.N. Plaza Associates L.L.C.

888 Seventh Avenue L.L.C.

909 Third Avenue Assignee L.L.C.

AmeriCold Corporation

AmeriCold Logistics Il L.L.C.

AmeriCold Logistics L.L.C

AmeriCold Real Estate, L.P.

AmeriCold Realty, Inc.

Americold Services Corporation

Ambherst Holding L.L.C.
Ambherst Industries L.L.C.
Arbor Property, L.P.
Atlanta Parent, Inc.
Atlantic City Holding L.L.C.
B&B Park Avenue L.P.
BBE GP Corporation

Bensalem Holding Company L.L.C.

Bensalem Holding Company L.P.

Bethlehem Holding Company L.L.C.
Bethlehem Holding Company L.P.

Bethlehem Properties Holding Company L.L.C.
Bethlehem Properties Holding Company L.P.

Bordentown Holding L.L.C.

-112-

State of
Organization

New York
New York
Delaware
New York
New York
New York
New York
New York
Delaware
New York
New York
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
New York
New York
Delaware
New York
New York
New York
New York
New York
Oregon
Delaware
Delaware
Delaware
Delaware
Delaware
New York
New York
Delaware
Delaware
New Jersey
Delaware
Delaware
Pennsylvania
Pennsylvania
Pennsylvania
Pennsylvania
Pennsylvania
Pennsylvania
New Jersey



Name of Subsidiary

Brentwood Development L.L.C.
Bridgeland Warehouses L.L.C.
Camden Holding L.L.C.

Carmar Freezers Russellville, L.L.C.
Carmar Group, Inc.

Carmar Industries, L.L.C.

Charles E. Smith Commercial Realty L.P.

Chicopee Holding L.L.C.

Clementon Holding L.L.C.
Cumberland Holding L.L.C.

Darby Development Corp.

Delran Holding L.L.C.

Design Center Owner (D.C.) L.L.C.
Dover Holding L.L.C.

DSAC L.L.C.

DUN L.L.C.

Durham Leasing L.L.C.

EHL.L.C.

Eleven Penn Plaza L.L.C.

Evesham Holding L.L.C.

Gallery Market Holding Company L.L.C.
Gallery Market Holding Company L.P.

Gallery Market Properties Holding Company L.L.C.

Gallery Market Properties Holding Company L.P.

GBSPI L.L.C.

Graybar Building L.L.C.

Green Acres Mall, L.L.C.
Hackbridge L.L.C.

Hanover Conran's Plaza L.L.C.
Hanover Holding L.L.C.
Hanover Industries L.L.C.
Hanover Leasing L.L.C.
Hanover Public Warehousing L.L.C.
Henrietta Holding L.L.C.

HHC L.L.C.

Jersey City Leasing L.L.C.
Kearny Holding L.L.C.

Kearny Leasing L.L.C.
Lancaster Leasing Company L.L.C.
Lancaster Leasing Company L.P.
Landthorp Enterprises L.L.C.
Lawnside Holding L.L.C.
Lawnwhite Holding L.L.C.
Lewisville Centre L.P.

Lewisville TC L.L.C.

Littleton Holding L.L.C.

Lodi Industries L.L.C.

Lodi Leasing L.L.C.

M 330 Associates, L.P.

M 393 Associates L.L.C.
Manalapan Industries L.L.C.
Market Square L.L.C.

Marple Holding Company L.L.C.
Marple Holding Company L.P.
Mart Franchise Center, Inc.
Mart Franchise Venture, L.L.C.

-11
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State of
Organization

New York
New Jersey
New Jersey
Missouri
Missouri
Missouri
Delaware
Massachusetts
New Jersey
New Jersey
Florida

New Jersey
Delaware
New Jersey
Texas
Maryland
New Jersey
Maryland
New York
New Jersey
Pennsylvania
Pennsylvania
Pennsylvania
Pennsylvania
Maryland
New York
Delaware
New Jersey
New Jersey
New Jersey
New Jersey
New Jersey
New Jersey
New York
Maryland
New Jersey
New Jersey
New Jersey
Pennsylvania
Pennsylvania
Delaware
New Jersey
New Jersey
Texas

Texas

New Jersey
New Jersey
New Jersey
New York
New York
New Jersey
lllinois
Pennsylvania
Pennsylvania
Delaware
Delaware



State of

Name of Subsidiary Organization
Menands Holding L.L.C. New York
Mendik Management Company Inc. New York
Merchandise Mart Enterprises, Inc. Delaware
Merchandise Mart L.L.C. Delaware
Merchandise Mart Properties, Inc. Delaware
Merchandise Mart Properties, Inc. (DE) Delaware
Mesquite - Texas Crossing L.P. Texas
Mesquite TC L.L.C. Texas
Middletown Holding L.L.C. New Jersey
Montclair Holding L.L.C. New Jersey
Morris Plains Leasing L.L.C. New Jersey
MRC Management L.L.C. New York
National Hydrant L.L.C. New York
New Hanover L.L.C. New Jersey
New Woodbridge L.L.C. New Jersey
Newington Connecticut Holding L.L.C. Connecticut
Ninety Park Lender LLC New York
Ninety Park Lender QRS, Inc. Delaware
Ninety Park Manager LLC New York
Ninety Park Option LLC New York
Ninety Park Property LLC New York
North Bergen Stores L.L.C. New Jersey
North Plainfield Holding L.L.C. New Jersey
Office Center Owner (D.C.) L.L.C. Delaware
One Penn Plaza LLC New York
Philadelphia Holding Company L.L.C. Pennsylvania
Philadelphia Holding Company L.P. Pennsylvania
Phillipsburg Holding L.L.C. New Jersey
Pike Holding Company L.L.C. Pennsylvania
Pike Holding Company L.P. Pennsylvania
Portland Parent, Inc. Delaware
Rahway Leasing L.L.C. New Jersey
Rochester Holding L.L.C. New York
Russia Fund, L.L.C. Delaware
Skillman Abrams Crossing L.P. Texas

South Capital L.L.C. Delaware
Springfield Holding L.L.C. Massachusetts
Star Universal L.L.C. New Jersey
Stardial GP Corporation Delaware
T.G. Hanover L.L.C. New Jersey
T53 Condominium L.L.C. New York
TGSI L.L.C. Maryland
The Second Lawnside L.L.C. New Jersey
The Second Rochester Holding L.L.C. New York
Trees Acquisition Subsidiary, Inc. Delaware
Turnersville Holding L.L.C. New Jersey
Two Guys From Harrison Holding Co. L.P. Pennsylvania
Two Guys From Harrison Holding Co. LLC Pennsylvania
Two Guys From Harrison L.L.C. New Jersey
Two Guys From Harrison N.Y. L.L.C. New York
Two Guys Mass. L.L.C. Massachusetts
Two Guys-Connecticut Holding L.L.C. Connecticut
Two Park Company New York
Two Penn Plaza REIT, Inc. New York
Unado L.L.C. New Jersey
Unifreeze Services Partnership Delaware
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Name of Subsidiary

Upper Moreland Holding Company L.L.C.
Upper Moreland Holding Company L.P.
URS Logistics, Inc.

URS Real Estate, L.P.

URS Realty, Inc.

VC Carthage, L.L.C.

VC Freezer Amarillo, L.P.

VC Freezer Fremont. L.L.C.

VC Freezer Garden City, L.L.C.

VC Freezer Omaha Amarillo, L.L.C.

VC Freezer Phoenix, L.L.C.

VC Freezer Russelville, L.L.C.

VC Freezer Sioux Falls, L.L.C.

VC Freezer Springdale, L.L.C.

VC Logistics, L.L.C.

VC Missouri Holdings, L.L.C.

VC Missouri Real Estate Holding, L.L.C.
VC Omaha Holdings, L.L.C.

VC Omaha Real Estate Holdings, L.L.C.
VC Omaha Texas, L.L.C.

VC Superior, L.L.C.

VC Texas, L.P.

VFC Connecticut Holding L.L.C.

VFC Massachusetts Holding L.L.C.
VFC New Jersey Holding L.L.C.

VNK Corp

Vornado - Westport L.L.C.

Vornado 1740 Broadway L.L.C.
Vornado 330 West 34th Street L.L.C.
Vornado 401 Commercial L.L.C.
Vornado 401 Commercial Son L.L.C.
Vornado 401 Hotel, Inc.

Vornado 550/600 Mamoroneck L.P.
Vornado 570 Lexington L.L.C.

Vornado 63rd Street, Inc.

Vornado 640 Fifth Avenue L.L.C.
Vornado 90 Park Avenue L.L.C.
Vornado 90 Park QRS, Inc.

Vornado B&B L.L.C.

Vornado CAPI L.L.C.

Vornado Catalinas GP Inc.

Vornado Center Building L.L.C.
Vornado CESCR Holdings L.L.C.
Vornado CESCR Il L.L.C.

Vornado CESCR L.L.C.

Vornado Crescent Atlanta Partnership
Vornado Crescent Holding L.P.
Vornado Crescent Logistics Operating Partnership
Vornado Crescent Omaha Partnership
Vornado Crescent Portland Partnership
Vornado Deer Park L.L.C.

Vornado Finance GP L.L.C.

Vornado Finance L.P.

Vornado Finance SPE, Inc.

Vornado Green Acres Acquisition L.L.C.
Vornado Green Acres Delaware L.L.C.

-11¢&-

State of
Organization

Pennsylvania
Pennsylvania
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Massachusetts
Connecticut
New York
Delaware
New York
New York
New York
Delaware
New York
New York
New York
New York
New York
New York
Delaware
Delaware
New York
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
New York
Delaware
Delaware
Delaware
Delaware
Delaware



Name of Subsidiary

Vornado Green Acres Funding L.L.C.
Vornado Green Acres Holdings L.L.C.

Vornado Green Acres SPE Managing Member, Inc.

Vornado Investment Corporation
Vornado Investments L.L.C.
Vornado Lending L.L.C.

Vornado M 330 L.L.C.

Vornado M 393 L.L.C.

Vornado M 393 QRS, Inc.

Vornado M/H L.L.C.

Vornado Mamaroneck L.L.C.
Vornado Management Corp.
Vornado Montehiedra Acquisition L.L.C.
Vornado Montehiedra Acquisition L.P.
Vornado Montehiedra Holding Il L.P.
Vornado Montehiedra Holding L.L.C.
Vornado Montehiedra Holding L.P.
Vornado Montehiedra Inc.

Vornado Montehiedra OP L.L.C.
Vornado Montehiedra OP L.P.
Vornado New York RR One L.L.C.
Vornado Newkirk L.L.C.

Vornado NK Loan L.L.C.

Vornado Omaha Holdings, Inc.
Vornado Realty L.L.C.

Vornado Realty L.P.

Vornado RR Midtown L.L.C.
Vornado Two Park Holdings L.L.C.
Vornado Two Penn Plaza L.L.C.
Vornado/Team Room L.L.C.

VR Retail Holdings LLC

VRT Massachusetts Holding L.L.C.
VRT New Jersey Holding L.L.C.
Washington Design Center L.L.C.
Washington Office Center L.L.C.
Watchung Holding L.L.C.

West Windsor Holding L.L.C.
Whitehorse Lawnside L.L.C.

York Holding Company L.L.C.

York Holding Company L.P.
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State of
Organization

Delaware
Delaware
Delaware
New York
Delaware
New Jersey
New York
New York
New York
Delaware
Delaware
New Jersey
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
New York
Massachusetts
Massachusetts
Delaware
Delaware
Delaware
New York
Delaware
New York
New York
New York
Delaware
Delaware
Delaware
Delaware
New Jersey
New Jersey
New Jersey
Pennsylvania
Pennsylvania



EXHIBIT 23
INDEPENDENT AUDITORS' CONSENT

We consent to the incorporation by reference infdllewing Registration Statements of our reportediaMarch 24, 1999 appearing in this
Annual Report on Form 10-K of Vornado Realty Trigstthe year ended December 31, 1998:

Vornado Realty Trust:
Registration Statement No. 333-64015 on Form S-&/dament No. 1 to Registration Statement No. 3335@h Form S-3 Registration

Statement No. 333-52573 on Form S-8 Registratiate8tent No. 333-29011 on Form S-8 Registratiore8tant No. 333-09159 on Form S-
8

Vornado Realty Trust and Vornado Realty L.P. (JBagistration Statements):

Amendment No. 4 to Registration Statement No. 3383% on Form S-3 Amendment No. 4 to Registrati@iedtent No. 3329013 on Forr
S-3

DELOITTE & TOUCHE LLP

Parsippany, New Jersey
March 24, 1999
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ARTICLE 5

THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM THE COMPANY'S AUDITED
FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 311998 AND IS QUALIFIED IN ITS ENTIRETY BY
REFERENCE TO SUCH FINANCIAL STATEMENTS.

MULTIPLIER: 1,000

PERIOD TYPE YEAR
FISCAL YEAR END DEC 31 199
PERIOD START JAN 01 199
PERIOD END DEC 31 199
CASH 167,80t
SECURITIES 77,15¢
RECEIVABLES 35,517
ALLOWANCES 3,04¢
INVENTORY 0
CURRENT ASSET¢ 0
PP&E 3,315,89.
DEPRECIATION 226,81t
TOTAL ASSETS 4,425,777
CURRENT LIABILITIES 0
BONDS 2,051,00t
PREFERRED MANDATORY 0
PREFERREL 282,75¢
COMMON 3,40:
OTHER SE 1,496,51
TOTAL LIABILITY AND EQUITY 4,425,777
SALES 0
TOTAL REVENUES 509,86(
CGS 0
TOTAL COSTS 207,17:
OTHER EXPENSE¢ 87,83’
LOSS PROVISION 2,547
INTEREST EXPENSE 114,68t
INCOME PRETAX 152,85«
INCOME TAX 0
INCOME CONTINUING 152,85«
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 131,16:-
EPS PRIMARY 1.62
EPS DILUTED 1.5¢
End of Filing
Pewerad By lilHiM_tm -
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