
2   0   0   1





EastGroup’s business plan 
is simple, and it works. We
develop, own and operate busi-
ness distribution facilities in
major Sunbelt markets for 
tenants who are location sensi-
tive. This plan has resulted in
a 21.1% annualized total return
over the last ten years. A
$10,000 investment in EastGroup
ten years ago would have
returned $60,000 in dividends
and share appreciation.

“

“
DAVID H. HOSTER II President  and CEO
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Funds from operations for 2001 grew to $2.60 per diluted share
before gains on land and securities, an increase of 9.7%. 

Total return to stockholders was 11.5% for the year and an
average of 21.1% annually for the past 10 years. 

9th consecutive year of dividend growth (13.9%) with an
average annual increase of 6.7%. 

Assets grew to over 18,400,000 square feet owned and under
development. 

Development activity added nine new properties with 640,000
square feet to the portfolio. 

2001 2000 1999
Operations
($ in thousands, for year ended December 31)

Revenues $ 105,295 98,103 86,236
Net income available to common

stockholders $ 24,174 26,504 32,229
Funds from operations $ 52,871 47,790 39,582

Property Portfolio (at year end)

Real estate properties, at cost $ 736,240 694,655 641,048
Total assets $ 683,782 666,205 632,151
Total debt $ 291,072 270,709 243,665
Stockholders’ equity $ 370,710 375,392 369,312
Number of industrial properties 137 130 106
Square feet of industrial properties 17,579,000 16,837,000 15,925,000

Common Share Data
Net income available to common

stockholders per diluted share $ 1.51 1.68 1.99
Funds from operations 

per diluted share $ 2.75 2.52 2.28
Dividends per share $ 1.80 1.58 1.48
Shares outstanding 
(in thousands at year end) 15,912 15,849 15,556
Share price, at year end $ 23.07 22.38 18.50

FINANCIAL HIGHLIGHTS

ACCOMPLISHMENTS

Increasing stockholder value through targeted
development, recycling of capital and internal
growth.

Submarket driven investments where location
sensitive tenants want to be.

Clustering of multi-tenant, business distribu-
tion properties around transportation features.

Diversification in Sunbelt growth markets.

Proven track record of providing attractive
total returns to stockholders.
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E A S T G R O U P  P R O F I L E

EastGroup Properties, Inc. is a self-administered equity real estate
investment trust focused on the acquisition, ownership and development
of industrial properties in major Sunbelt markets throughout the United
States with a special emphasis in the states of California, Florida, Texas
and Arizona. Its strategy for growth is based on its property portfolio 
orientation toward premier business distribution facilities clustered 
near major transportation centers. EastGroup’s portfolio currently includes
17.5 million square feet with an additional 913,000 square feet of properties
under development. 

The Company, which was organized in 1969, is a Maryland corporation
and adopted its present name when the current management assumed
control in 1983. The Company completed secondary common share under-
writings in 1994 and 1997, a direct placement of shares in 1997, a perpet-
ual preferred share underwriting in 1998 and a direct placement of con-
vertible preferred shares funded in 1998 and 1999. Eastover Corporation
was merged into EastGroup in 1994 as were LNH REIT, Inc. and Copley
Properties, Inc. in 1996 and Meridian Point Realty Trust VIII in 1998. 

EastGroup’s common shares and Series A preferred shares are traded
on the New York Stock Exchange under the symbols “EGP” and “EGP PrA,”
respectively. 



EastGroup’s business plan is simple, and it works. We develop, own 

and operate business distribution facilities for tenants who are location

sensitive. During a year in which we experienced a slowing U. S. econo-

my, terrorist attacks on our country and high profile business failures,

EastGroup achieved a 9.7% increase in funds from operations per share

before gains on securities, and stockholders experienced an 11.5% total

return (dividends plus share appreciation). Although stockholder total

return was double digit, it was below our Company’s average annual

returns which were 21.1% for ten years, 12.7% for five years and 16.4%

for three years.
RESULTS

Total FFO per share on a diluted basis for the past year was $2.75 as

compared to $2.52 for 2000. Before gains on land and securities, 2001

FFO per diluted share was $2.60 versus $2.37 in the previous year, a

9.7% increase. These calculations of funds from operations are in accor-

dance with the National Association of Real Estate Investment Trusts’

definition of FFO which excludes gains on depreciable real estate. We

feel that adherence to this measure is important so that REIT investors

can make informed judgments.

The growth in FFO before gains was primarily the result of income

from our development program, lower interest rates and reduced over-

head expenses. This growth was achieved in spite of slightly lower

“same property” results which were caused by significantly higher

vacancy levels.

During 2001, we experienced the unfortunate combination of a

greater than normal maturing of leases – over 20% of the square foot-

age in the portfolio – coinciding with a slowing national economy that

brought major leasing activity almost to a halt. The result was that

EastGroup’s occupancy declined from 95.8% to 91.0% during the year.

Occupancy dropped to 90.0% in the first two months of 2002 which

we believe will be the bottom for us. We project a slow but steady

Letter to Stockholders

Huntwood Associates, Hayward, California



(above) Getwell Distribution Center, Memphis, Tennessee
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improvement over the balance of 2002. For the year, leases for only 

15% of our square footage are scheduled to expire with less than half 

of that total scheduled to roll in the first half of the year, allowing us 

to begin to reduce our current high level of vacancy.

Given 20-20 hindsight, the real downturn in our industrial markets

began around Thanksgiving of 2000. What we initially had thought to be

a holiday period slowdown turned out to be an almost total shutdown of

leasing activity that lasted until the end of the first quarter of 2001. At

that time, interest in smaller spaces (those less than 25,000 square feet)

began to slowly pick up until the events of September 11th, which

seemed to put decision making back on hold for about 60 days. In

November, activity began to again recover, and, at least as compared to

last year, the first six weeks of 2002 have continued the positive trend –

not enough to cause excitement but at least enough to keep us optimistic

with expectations for continued improvement.

DEVELOPMENT

EastGroup’s development program has become the primary driver of

growth in FFO as well as providing a number of other important benefits

for us. We expect this contribution to continue to be significant in 2002

and well into the future.

EastGroup is an “infill” site developer. We only initiate speculative

development in submarkets where we already have a successful pres-

ence. These submarkets are supply constrained due to limited land for

new industrial development or have cost or zoning barriers. Our proper-

ties target tenants in the 5,000-50,000 square foot range.

Our development program provides us with state-of-the-art build-

ings designed to meet the specifications of tenants in the submarket 

in which they are located. In addition, creating our own product allows

us to increase our clustering of properties in a submarket at a time when

it is difficult to acquire distribution properties on an economical basis.

To-date, we have developed over 15% of our total portfolio.

During 2001, we invested $31 million in new development which

was short of our $40-50 million goal. This reduced investment is reflec-

tive of both the highly stringent criteria for our development projects and

the slowing of the national economy.

For the year, we transferred nine properties totaling 640,000 square

feet from the development pipeline to the portfolio, and the diversifica-

tion of our development program from a risk standpoint is illustrated by

the statistics. Geographically, the properties are located in Orlando,

Tampa, Jacksonville, Houston and Phoenix. The average size of the nine

developments is 71,000 square feet, and average total cost was $3.4 mil-

lion or $48 per square foot.
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In February 2002, we began construction of the first 85,000 square

feet of a 139,000 square foot, three building complex near the Fort

Lauderdale Executive Airport. Over the balance of the year, we have plans

to add two more buildings with 128,000 square feet at our World Houston

development and to develop a 110,000 square foot, two building complex

in the Tampa International Airport submarket. We also have new devel-

opments planned for Orlando, the east side of Tampa, Chandler (suburban

Phoenix) and the west side of Phoenix. The decision to start each of these

projects will be individually based on specific submarket conditions.

In September, we announced that EastGroup had been selected to

develop a 170,000 square foot build-to-suit facility to be leased by Tower

Automotive in Canton, Mississippi, just north of our headquarters in

Jackson. The Tower facility, which is under construction, will support

Nissan North America’s major new assembly plant in Canton, and we

hope to participate in additional development opportunities related to

the Nissan plant which is scheduled to open in May 2003.

EastGroup has a current inventory of land that consists of 141 acres

with a total cost basis of $14.1 million. We estimate that this inventory will

support approximately 2.2 million square feet of industrial development.

Looking into the future, we project that EastGroup can invest

approximately $50 million per year in new development and have a debt-

to-total market capitalization that does not exceed 42-43%, a level

below the REIT industry average. As a result, our growth through devel-

opment will be funded without having to issue new equity.

CAPITAL RECYCLING

Recycling of capital through asset sales and the redeployment of the pro-

ceeds in acquisitions and development has been and will continue to be

an important part of our strategy. This process allows us to continually

upgrade the quality, location and upside potential of our assets.

During the past year, we sold five properties in separate transac-

tions for total proceeds of approximately $12 million, generating gains of

$4.3 million. Although this level of sales was below our original expec-

tations for 2001, the transactions resulted in our exiting four submarkets.

In 2002, we anticipate selling approximately $25-30 million in

assets. As with last year, the ultimate level of dispositions will depend

on three factors – the occupancy level of assets identified for sale,

obtainable sales prices as dictated by market conditions, and the avail-

ability of attractive acquisition opportunities in our targeted submarkets

for the reinvestment of sales proceeds.

The reduced sales activity in 2001 resulted in a correspondingly

lower level of acquisitions. During the year, we purchased three multi-

tenant warehouses with 300,000 square feet in separate transactions for

$1.00

$1.10

$1.20

$1.30

$1.40

$1.50

$1.60

$1.70

$1.80

$1.90

Dividend paid for the year
Percentage increase year to year

1996   1997   1998   1999   2000   2001

Dividend Growth

$1.28

$1.34

$1.40

$1.48

$1.58

$1.80

4.7% 4.5% 5.7% 6.8% 13.9%



1. Walden Distribution Center is the second phase of a two building complex in east Tampa. 
2. & 4. Wiegman Associates Hayward, California. 3. Beach Commerce Center Jacksonville, Florida.
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EASTGROUP INDUSTRIAL PROPERTIES
Percentage Cost Before

Leased Year Depreciation
Property Location Size 2/28/2002 Acquired 12/31/2001

FLORIDA
Jacksonville

Deerwood Distribution Center Jacksonville, FL 126,000 SF 93% 1989/93 $    4,105,000 
Phillips Distribution Center (3) Jacksonville, FL 161,000 SF 66% 1994/95 6,301,000 
Lake Pointe Business Park (9) Jacksonville, FL 376,000 SF 96% 1994 12,421,000 
Ellis Distribution Center (2) Jacksonville, FL 337,000 SF 100% 1997 8,479,000 
Westside Distribution Center (4) Jacksonville, FL 537,000 SF 81% 1997 15,271,000 
Beach Commerce Center Jacksonville, FL 46,000 SF 1,583,000 100% 2001 2,467,000 
Orlando

Chancellor Center Orlando, FL 51,000 SF 100% 1998 2,018,000 
Exchange Distribution Center Orlando, FL 139,000 SF 100% 1994 3,871,000 
Sunbelt Distribution Center I, II & III (6) Orlando, FL 300,000 SF 99% 1989/99 10,105,000 
John Young Commerce Center I & II (2) Orlando, FL 98,000 SF 100% 1999/00 6,985,000 
Altamonte Commerce Center  (6) Orlando, FL 123,000 SF 100% 1999 4,475,000 
Sunport Center I & II (2) Orlando, FL 116,000 SF 827,000 96% 2001 7,192,000 
Tampa

56th Street Commerce Park (7) Tampa, FL 181,000 SF 92% 1993/97 5,919,000 
JetPort Commerce Park (11) Tampa, FL 285,000 SF 98% 93/94/95/99 9,991,000 
Westport Commerce Center (3) Tampa, FL 140,000 SF 92% 1994 6,318,000 
Benjamin Distribution Center I, II & III (3) Tampa, FL 123,000 SF 100% 1998/99 6,818,000 
Palm River Center I & II (2) Tampa, FL 144,000 SF 92% 1998 6,252,000 
Palm River North I, II & III (3) Tampa, FL 212,000 SF 84% 2000/01 10,934,000 
Walden Distribution Center II Tampa, FL 122,000 SF 100% 1999 4,498,000 
Premier Distribution Center Tampa, FL 222,000 SF 100% 1999 7,368,000 
Airport Commerce Center (2) Tampa, FL 108,000 SF 100% 1999 5,752,000 
Westlake Distribution Center I & II (2) Tampa, FL 140,000 SF 1,677,000 100% 2000/01 8,626,000 
Fort Lauderdale/

Pompano Beach area

Linpro Commerce Center (3) Fort Lauderdale, FL 99,000 SF 90% 1996 3,329,000 
Cypress Creek Business Park (2) Fort Lauderdale, FL 56,000 SF 100% 1997 3,033,000 
Lockhart Distribution Center (3) Fort Lauderdale, FL 118,000 SF 93% 1997 4,261,000 
Interstate Commerce Center Fort Lauderdale, FL 85,000 SF 100% 1998 3,451,000 
Sample 95 Business Park (5) Pompano Beach, FL 227,000 SF 100% 1996/00 12,080,000 
Blue Heron Distribution Center (2) West Palm Beach, FL 110,000 SF 695,000 100% 1999 5,369,000 

4,782,000 SF 4,782,000 187,689,000 

CALIFORNIA
San Francisco area

Wiegman Associates (4) Hayward, CA 262,000 SF 100% 1996 11,812,000 
Huntwood Associates (7) Hayward, CA 514,000 SF 100% 1996 19,336,000 
San Clemente Distribution Center Hayward, CA 81,000 SF 100% 1997 2,897,000 
Yosemite Distribution Center (2) Milpitas, CA 102,000 SF 959,000 100% 1999 7,432,000 
Los Angeles area

Kingsview Industrial Center Carson, CA 83,000 SF 100% 1996 3,216,000 
Dominguez Distribution Center Carson, CA 262,000 SF 100% 1996 10,887,000 
Main Street Distribution Center Carson, CA 106,000 SF 100% 2000 5,847,000 
Walnut Business Center (2) Fullerton, CA 234,000 SF 100% 1996 8,328,000 
Washington Distribution Center Santa Fe Springs, CA 141,000 SF 100% 1997 6,713,000 
Ethan Allen Distribution Center Chino, CA 300,000 SF 100% 1998 12,814,000 
Industry Distribution Center City of Industry, CA 572,000 SF 100% 1998 22,968,000 
Chestnut Business Center City of Industry, CA 75,000 SF 1,773,000 100% 2000 5,169,000 
Santa Barbara

University Business Center (4)* Santa Barbara, CA 230,000 SF 230,000 100% 1996 28,758,000 
Fresno

Shaw Commerce Center (5) Fresno, CA 398,000 SF 398,000 84% 1998 14,581,000 
San Diego

Eastlake Distribution Center San Diego, CA 191,000 SF 191,000 30% 1997 10,122,000 
3,551,000 SF 3,551,000 170,880,000 

TEXAS
Dallas

Interstate Warehouses (3) Dallas, TX 325,000 SF 100% 1988/00 10,572,000 
Venture Warehouses (2) Dallas, TX 209,000 SF 100% 1988 6,130,000 
Stemmons Circle (3) Dallas, TX 99,000 SF 92% 1998 2,513,000 
Ambassador Row Warehouses (3) Dallas, TX 317,000 SF 75% 1998 6,906,000 
Viscount Row Distribution Center Dallas, TX 104,000 SF 0% 1998 2,232,000 
Stemmons North Dallas, TX 123,000 SF 1,177,000 100% 2001 3,930,000 



Percentage Cost Before
Leased Year Depreciation

Property Location Size 2/28/2002 Acquired 12/31/2001

Houston

Northwest Point Business Park (4) Houston, TX 232,000 SF 92% 1994 $    7,696,000 
Lockwood Distribution Center (3) Houston, TX 392,000 SF 100% 1997 6,447,000 
West Loop I & II Distribution (2) Houston, TX 160,000 SF 78% 1997/00 5,841,000 
World Houston International Business Ctr.  (11) Houston, TX 950,000 SF 99% 1998/99/01 42,661,000 
America Plaza Houston, TX 121,000 SF 80% 1998 5,322,000 
Central Green Distribution Center Houston, TX 84,000 SF 100% 1999 4,609,000 
Glenmont Business Park I & II (2) Houston, TX 212,000 SF 2,151,000 100% 2000/01 8,044,000 
El Paso

Butterfield Trail (9) El Paso, TX 750,000 SF 93% 1997/00 24,009,000 
Rojas Commerce Park (3) El Paso, TX 172,000 SF 922,000 94% 1999 5,432,000 

4,250,000 SF 4,250,000 142,344,000 

ARIZONA
Phoenix area

Broadway Industrial Park I-IV (4) Tempe, AZ 236,000 SF 83% 1996/99/00 10,165,000 
Kyrene Distribution Center Tempe, AZ 70,000 SF 50% 1999 2,941,000 
Metro Business Park (5) Phoenix, AZ 189,000 SF 79% 1996 10,364,000 
35th Avenue (2) Phoenix, AZ 124,000 SF 87% 1997 2,870,000 
Estrella Distribution Center Phoenix, AZ 174,000 SF 100% 1998 5,420,000 
51st Avenue Distribution Center Phoenix, AZ 79,000 SF 100% 1998 2,424,000 
East University I & II (2) Phoenix, AZ 145,000 SF 83% 1998 5,692,000 
55th Avenue Distribution Center Phoenix, AZ 131,000 SF 73% 1998 4,715,000 
7th Street Distribution Center Phoenix, AZ 39,000 SF 52% 1998 1,944,000 
Interstate Commons Dist Ctr I & II (3) Phoenix, AZ 195,000 SF 71% 1999/01 7,376,000 
Southpark Distribution Center Chandler, AZ 70,000 SF 1,452,000 100% 2001 3,724,000 
Tucson

Chamberlain Distribution Center Tucson, AZ 120,000 SF 100% 1997 4,083,000 
Airport Distribution Center Tucson, AZ 162,000 SF 100% 1998 5,783,000 
Southpointe Distribution Center Tucson, AZ 206,000 SF 488,000 100% 1999 5,734,000 

1,940,000 SF 1,940,000 73,235,000 

TENNESSEE
Memphis

Senator Street Distribution I & II (4) Memphis, TN 185,000 SF 74% 1997/98 5,276,000 
Air Park Distribution Center I & II (2) Memphis, TN 109,000 SF 15% 1998 2,667,000 
Lamar Distribution Center I & II  (2) Memphis, TN 276,000 SF 78% 1998 6,964,000 
Delp Distribution Center I, II & III (3) Memphis, TN 274,000 SF 100% 1998 5,618,000 
Penney Distribution Center Memphis, TN 106,000 SF 100% 1998 2,433,000 
Getwell Distribution Center Memphis, TN 26,000 SF 100% 1998 863,000 
Southeast Crossing (3) Memphis, TN 348,000 SF 71% 1999 12,555,000 

1,324,000 SF 1,324,000 36,376,000 

LOUISIANA
New Orleans

Elmwood Business Park (5) New Orleans, LA 262,000 SF 61% 1997 9,938,000 
Riverbend Business Park (3) New Orleans, LA 591,000 SF 89% 1997 20,880,000 

853,000 SF 853,000 30,818,000 

COLORADO
Denver

Rampart Distribution Center I, II & III (4) Denver, CO 274,000 SF 274,000 100% 1989/98/00 14,759,000 

OKLAHOMA
Oklahoma City

Northpointe Commerce Center Oklahoma City, OK 58,000 SF 58,000 92% 1998 3,891,000 
Tulsa

Braniff Park West (2) Tulsa, OK 259,000 SF 259,000 59% 1996 6,498,000 
317,000 SF 317,000 10,389,000 

MISSISSIPPI
Interchange Business Park (3) Jackson, MS 127,000 SF 127,000 92% 1997 5,808,000 

MICHIGAN
Auburn Facility Auburn Hills, MI 114,000 SF 114,000 100% 1998 16,281,000 

TOTAL 17,532,000 SF $  688,579,000 

* EGP owns 80% of this property.  ( ) Represents number of buildings.
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a total of $13.2 million. Each of these acquisitions increased existing

clusters of assets in Dallas, Houston, and the Chandler submarket of

Phoenix. Southpark, a newly built facility in Chandler, was vacant when

we acquired it last September and is now 100% leased as a result of our

market repositioning of the building.

The availability of attractive new investment opportunities appears to

be increasing from last year, but, as in the past, our level of acquisitions

should track our sales totals for 2002 with an additional purchase or two.

FINANCIAL STRENGTH

In January 2002, we completed a new three-year, $175 million unsecured

revolving credit facility with ten banks which was led by PNC Bank. The

interest rate on the facility is based on the Eurodollar rate and varies

according to debt-to-total asset value ratios. The current level is 1.15%

over the Eurodollar rate giving us a rate of 3.02% at the end of February

for monthly maturities.

We are pleased with the quality and depth of this new bank group.

In addition, both the facility’s interest spreads and fees were reduced

while the size of the line was increased to provide greater flexibility.

We primarily use our bank line to fund our development program. As

market conditions permit, we employ fixed rate, nonrecourse first mort-

gage debt to replace the short-term bank borrowings. We deal directly

with a number of major insurance company lenders which keeps loan

costs down and also expedites the transaction process.

In the second quarter of 2001, we closed a $45 million, nonrecourse

mortgage loan secured by eight properties in Texas and used the 

proceeds to repay bank debt. The new note has a 7.25% interest rate, 

a 25-year amortization and a 10-year maturity.

During 2002, EastGroup plans to obtain $40-50 million of additional

fixed rate debt and use the proceeds to reduce bank line balances. Based

on current interest rates, this will be detrimental to earnings in the short

run but will enhance balance sheet stability and flexibility over the

longer term.

The goals for our balance sheet continue to be debt-to-total market

capitalization of approximately 40% or less, floating rate debt in the 10-

12% range as a percentage of total market capitalization, and interest

and fixed rate coverages of at least 3.0 and 2.5 times, respectively.

EastGroup does not have any off balance sheet financing.

The result of this activity is that our Company’s balance sheet

remains strong and flexible. At December 31, our debt as a percentage

of total market capitalization was 37.7%, and, for the year, our interest

and fixed rate coverages were 4.2 and 3.5 times, respectively. As com-

pared to 2000, our debt percentage was about the same, and both our

coverage ratios were slightly improved.
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Looking forward, the strength of our financial structure provides us

with significant flexibility to fund our development program, to take

advantage of investment opportunities as they become available, and

to cushion the impacts of a recessionary economy.

REIT INVESTMENTS

We continue to be an investor in other real estate investment trusts that

we see as potential candidates for a combination with EastGroup. During

2001, we received three liquidating dividends from Pacific Gulf

Properties which created gains of $2.6 million. We also generated gains

of $400,000 from the sale of other REIT shares.

At the end of the year, EastGroup continued to own 487,000 shares

of Pacific Gulf with a carrying amount of $487,000 which represents the

estimated amount of remaining distributions. We also had an investment

of $6 million in REIT shares other than Pacific Gulf.

The securities gains in 2001 are being offset for tax purposes by

capital loss carryforwards from our 1998 merger with Meridian Point

Realty Trust VIII. As a result, both the capital invested and the gains are

retained for reinvestment.

DIVIDENDS

In December, EastGroup paid its 88th consecutive quarterly common

stock dividend to stockholders. The total 2001 dividends of $1.80 per

share represented a 13.9% increase over the dividends per share paid in

2000, and 2001 was our ninth consecutive year of dividend growth.

During this period, our dividends have increased an average of 6.7% per

year, while we have reduced our payout ratio of funds from operations

from over 80% to 67%.

SPECIAL THANKS

We thank John Palmer for his many years of service as a Director. John

resigned his position last fall to become the United States Ambassador

to Portugal. His business wisdom and sage advice will be missed.

THE FUTURE

To sum it up, our strategy is working. We are generating growth in funds

from operations and creating total return value for our stockholders.

We have a proven and experienced management team, a strong and

flexible balance sheet and a growing portfolio of well located, quality

assets. We are optimistic about 2002 and beyond.

David H. Hoster II
President and CEO

March 1, 2002
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(above) Americas 10 Business Center I, currently in lease-up, is the first of a three building complex in east El Paso.

Techway Southwest I, Houston, Texas Delp Distribution Center, Memphis, Tennessee
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R e al E s tate  Pro pertie s

D urin g the in du strial dev elop men t stage, co sts asso ciated with develop men t (i.e., lan d, con structio n co sts, interest exp ense du rin g

con stru ction , p ro perty  taxes an d  ind irect co sts associated  w ith  d ev elo pm ent) are agg reg ated  in to  th e to tal capitalizatio n  o f th e
p ro perty .  In direct co sts allocated to develop men t projects are b ased on  managem en t’s estim ates and  assu mp tio ns.

T he C om p an y rev iews its real estate inv estm ents to be h eld  an d used  fo r imp airm ent o f v alue wh en ever ev ents o r ch an g es in 

circu mstan ces ind icate th at the carry in g am o un t o f an  asset m ay  n ot be reco verab le.  If any  real estate in vestm en t is co n sidered 

p ermanen tly imp aired , a loss is reco rded to  redu ce th e carry ing  v alu e of th e pro perty  to its estimated fair v alue.  Real estate assets to 

b e so ld  are rep orted  at the low er of th e carry in g  amo un t o r fair value less sellin g costs.  Th e evalu ation  o f real estate inv estments

inv olves m an y  sub jective assu mp tio ns depend ent u p on  futu re econ om ic ev en ts th at affect th e u ltim ate v alu e of th e pro perty .
C urrently, th e Co mp any ’s managem en t is no t aware of any  im pairm en t issues n or h as it ex perienced  an y sig nifican t im p airm ent

issues in recen t years.

Valu ation  o f  R e ceivable s 

T he C om p an y is su bject to  ten an t d efaults an d ban krup tcies th at cou ld affect th e collection  of o u tstand ing  receiv ab les.  In  o rd er to 
m itig ate these risk s, th e C om pan y perfo rm s credit rev iew  and  an alysis on  prospective tenants b efo re sig n ificant leases are ex ecu ted.
T he C om p an y evalu ates ou tstan din g receivables an d  estim ates the allo wance for u ncollectible accou n ts.  Managem en t specifically 
analy zes h istorical bad d eb ts, aged receivab les, cu stom er credit-wo rth in ess and  cu rrent eco n om ic tren ds wh en  ev aluatin g the
adequ acy  o f the allo wance for d o ub tfu l acco u nts.

Tax Statu s 

E astG ro u p, a Mary lan d co rpo ratio n, h as qu alified  as a real estate in vestm en t tru st (R EIT) u n der S ection s 8 56 -8 60  o f the In tern al
R ev en ue Co de an d in ten ds to  con tin ue to  q ualify as su ch .  To  main tain its statu s as a R EIT, th e C om pany  is requ ired  to  d istribu te
9 0%  o f its o rdinary  taxab le inco me to  its stockh o ld ers.  T he Co mp an y  h as th e op tio n o f (i) p ay in g  o ut capital g ains to  th e
sto ck ho lders with  n o  tax  to  the Co mp any  o r (ii) treatin g  the capital g ain s as h aving  been  d istrib uted  to  the stockh o ld ers, payin g th e
tax  o n the g ain  d eem ed  d istribu ted  an d allo catin g  the tax paid as a cred it to  th e sto ck ho ld ers.  Th e Co m pany  distrib uted  all of its
2 00 1, 2 0 00  an d 19 99  taxab le inco me to  its stockh o ld ers.  A cco rd in gly , no  prov ision  fo r in co m e tax es w as necessary .

FINA N C IAL C ONDITION 

A ssets o f EastG ro up  were $6 83 ,7 8 2,00 0  at Decem ber 3 1, 2 0 01 , an in crease o f $1 7,5 77 ,0 0 0 from  Decem ber 31 , 2 00 0 .  L iab ilities
(ex clud ing  m ino rity  in terests) increased $2 2 ,2 17 ,00 0 to  $3 11 ,33 3,00 0  and  stockh o ld ers’ eq uity decreased  $4 ,6 8 2,00 0 to
$ 37 0,71 0 ,0 00  du ring  th e sam e perio d.  B oo k v alue per co m mo n share d ecreased  fro m  $ 16 .55  at D ecem b er 3 1, 20 00  to  $ 16 .19  at
D ecem ber 3 1, 20 01 .  Th e follo win g parag raph s exp lain th ese ch an ges in greater d etail.

Ind ustrial p rop erties in creased  $5 8,9 00 ,0 00  du rin g th e y ear end ed  D ecemb er 31 , 2 00 1 as co mp ared to 20 00 .  Th is in crease w as
p rimarily du e to th e acq u isitio n  o f three p rop erties an d  the remain ing  2 0 % mino rity interest in W iegm an  Asso ciates for a to tal o f
$ 13 ,8 04 ,00 0, as d etailed  belo w; th e transfer o f eig ht p rop erties fro m dev elop men t with to tal costs of $ 2 8,77 5 ,0 00 ; the tran sfer of tw o
p ro perties from  the categ ory “h eld  fo r sale” w ith  total co sts o f $1 3 ,5 19 ,00 0 an d  cap ital im p ro vem en ts o f $ 8,2 33 ,0 00 .  Th ese
increases were offset by  th e transfer o f fo u r pro perties and  on e parcel o f land  to  th e categ ory “held  fo r sale” w ith  costs of $ 5 ,4 31 ,00 0.

I n du strial  Pro perti es

I nd ustr i al  Pr op er ti e s Acq ui re d in 20 0 1 Location
Size

(Sq uare  fe et )
Dat e

Acq ui re d 
Cost

(In  t hou sand s)

W orld H o usto n 10........................................................... H ouston,  T exas 107,000 01-04-01 $  5, 712
N orth S temmo ns.............................................................. Dal las,  Texas 123,000 03-15-01 3,883
W iegman Asso ciates (20% Interest) ........ H ayward,  Cal i fo rnia 262,000 05-30-01 553
S outhpark................................................................................. Chandler, Ari zo na 70, 000 09-27-01 3,656

      T o tal Industri al  A cquisiti ons..................... $13,804
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D ev elop m en t increased $3 1 1,00 0 d urin g  the y ear en ded Decem ber 3 1, 2 0 01  co mp ared  to  2 00 0 .  T his increase resu lted from 
y ear-to -date develo p ment co sts o f $2 9 ,0 86 ,0 0 0 on  ex istin g an d  com pleted d ev elop m en t p ro perties, o ffset b y dev elop men t pro perties
transferred to in du strial p ro perties with  co sts o f $2 8,7 75 ,0 0 0, as d etailed  b elo w.

T otal cash  o u tflo ws fo r d ev elop m en t for 2 00 1  w ere $ 32 ,3 4 0,00 0 .  In add ition  to the co sts in curred  for th e 12  mo nths en ded 
D ecem ber 3 1, 20 01  as d etailed  in  the table b elow , d ev elo pm en t costs in clu ded $1 ,64 9,0 00  for im pro vements o n p ro perties
transferred to th e p ortfo lio in  th e 1 2-mo nth  p eriod  follow in g  transfer an d first g en eration  tenan t leasing  co mm issio n co sts o f
$ 1,60 5,0 00 .  Th ese costs are rep orted  in Ind ustrial an d O th er A ssets on  the balan ce sheet, resp ectiv ely.

Devel o pmen t
Costs I n cu rr e d

Size at 
Compl et i on 

For  t he  12  Mont hs
E nd ed  1 2 /3 1/0 1

Cumul at i ve  as of
1 2/31 /0 1 

E st imat e d
Tot al  Cost s (1)

(Square feet) (In  t hou sand s)
L EASE UP
  Kyrene II
    T empe,  A rizona......................................................................... 60, 000 $  1, 240 3,049 3,710

  W al den Distri buti o n Center I
    T ampa,  F l orida........................................................................... 90, 000 2,761 3,540 4,240

  T echw ay So uthwest I
    H ousto n,  Texas.......................................................................... 126,000 2,322 4,210 5,040

  S unpo rt Center III
    O rl ando,  Fl orida........................................................................ 66, 000 3,225 3,225 4,000

T otal  Lease-up.................................................................................... 342,000 9,548 14, 024 16, 990

UND ER  CONS TR UCTION

  W orld Ho uston X IV 
    H ousto n,  Texas.......................................................................... 77, 000 2,333 2,333 3,575
  A meri cas 10 B usiness Center I
    El Paso,  Texas............................................................................. 97, 000 2,287 2,287 3,320
  W orld Ho uston X III
    H ousto n,  Texas.......................................................................... 51, 000 1,299 1,299 2,795
  W orld Ho uston X II
    H ousto n,  Texas.......................................................................... 59, 000 532 532 2,932
  Metro  Ai rpo rt Commerce Center I
    Jackso n,  Mi ssissippi .............................................................. 32, 000 326 326 1,700
  T ow er Auto motive
    Jackso n,  Mi ssissippi .............................................................. 170,000 384 384 9,300
T otal  Under Constructi on....................................................... 486,000 7,161 7,161 23, 622

PROSPECTIVE DEVEL OPM ENT
( PR INCI PAL LY LAND )

  Pho eni x,  A rizona.......................................................................... 103,000 1,017 1,254 6,000
  T ucso n, Ari zo na............................................................................ 70, 000 27 326 3,500
  T ampa,  F lo rida............................................................................... 230,000 436 2,271 9,200
  O rl ando,  F l orida............................................................................ 249,000 1,099 2,824 14, 900
  F ort Lauderdale, F lo ri da...................................................... 140,000 2,374 2,374 9,325
  El Paso,  T exas................................................................................. 251,000 1,923 1,923 7,580
  H ousto n,  T exas............................................................................. 1,057,000 (548) 5,044 50, 153
  Jackso n,  Mi ssissi ppi .................................................................. 29, 000 303 303 1,500

T otal  Prospecti ve Develo pment...................................... 2,129,000 6,631 16, 319 102,158

2,957,000           $23,340 37, 504 142,770
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Costs I n cu rr e d
Size at 

Compl et i on 
For  t he  12  Mont hs
E nd ed  1 2 /3 1/0 1

Cumul at i ve  as of
1 2/31 /0 1 

(Square feet) (In  t hou sand s)
COM PL ETED AND  TRANS FER RED  TO
I ND US TR I AL  PR OPER TI ES DUR ING  2 0 01 

  Interstate Co mmons II
    Pho eni x,  Arizona...................................................................... 59, 000 $    559 2,768
  Pal m River No rth I & III
    T ampa,  F l orida........................................................................... 116,000 765 5,693
  W estl ake II
    T ampa,  F l orida........................................................................... 70, 000 153 3,495
  B each Co mmerce Center
    Jackso nvi ll e,  F l orida............................................................. 46, 000 345 2,374
  S unpo rt Center II
    O rl ando,  Fl orida........................................................................ 60, 000  3, 106 3,868
  W orld Ho uston X I
    H ousto n,  Texas.......................................................................... 129,000 681 4,402
  Glenmo nt II
    H ousto n,  Texas.......................................................................... 104,000                     233 3,149
  S unpo rt Center I
    O rl ando,  Fl orida........................................................................ 56, 000 (96) 3,026
T otal  T ransferred to  Industri al  ....................................... 640,000 $ 5,746 28, 775

(1)  Th e inf or mat ion provi d ed  abov e in clu de s for war d-look i ng  d ata b ase d on  cu rr en t  con str ucti on sch ed ul es, t he  st at us of  l e ase ne g ot iat ions wi th  p ote nt ial 

t en an ts an d oth er  r e le van t fact ors cu rr en tl y  avai labl e to th e  Compan y.  The re  can be  no assu rance  t hat any  of  t he se  fact ors wil l  n ot  ch an ge  or  t h at  any  ch an g e

wil l not  aff e ct  t he  accu r acy of  su ch  forwar d -l ook in g dat a.  Among  t h e factors t h at  coul d af f ect the  accu racy  of  t he  forward -l ook in g state me n ts ar e we at h er  or 

oth er  n atu ral  occur r en ce , d ef au l t or  ot he r fai lu r e of  p e rf or man ce  b y  con t ract or s, in cre ases in  t h e pr ice  of con st ru cti on  mate ri als or  t he  u n av ai l ab il it y  of such

mat er ial s, f ail ur e to ob t ai n ne cessar y pe rmi ts or  app rov al s from gov er nme nt  e nt i ti es, chang e s in  local and /or  n at ion al  e con omic cond i ti on s, in cr e ased 

compe ti t ion for  t en ant s or ot he r  occu rr en ce s t hat  cou ld  de pr e ss r en t al  r ate s, an d ot h er  f act or s not  wit h in  t h e cont r ol  of  t he  Comp an y .

O th er real estate p rop erties in creased by  $ 7 ,0 69 ,00 0 as a result of th e transfer o f an office bu ild in g fro m the catego ry  “h eld for
sale.”

R eal estate h eld fo r sale d ecreased $ 24 ,6 95 ,00 0 p rimarily du e to th e tran sfer o f three prop erties fro m h eld for sale to real estate
p ro perties w ith  total co sts o f $ 20 ,5 8 8,00 0 and  th e sale of five p ro p erties with  to tal costs of $ 9 ,5 76 ,0 0 0.  (Several o f the p ro p erties
classified  as h eld for sale were transferred back to  th e po rtfolio  as a resu lt of a ch an ge in  p lan s by  th e C om pany  du e to mark et
con ditio ns.)  T hese decreases w ere o ffset b y  the tran sfer of fo ur p rop erties an d  o ne parcel of land  fro m  the po rtfo lio  to  real estate h eld
for sale w ith  total co sts o f $5 ,43 1,0 00 .

A ccum ulated d ep reciation  on  real estate p ro p erties an d real estate h eld for sale increased  $ 22 ,0 8 1,00 0  p rimarily d ue to
d ep reciation  ex pense o f $ 24 ,4 39 ,00 0 o n real estate prop erties, offset by  th e sale of five p rop erties with to tal accu mu lated  d ep reciatio n
o f $2 ,3 5 2,00 0 .

M ortg ag e loan s receivable d ecreased $ 3,67 6,0 00  d u ring  2 0 01  as a resu lt o f rep ay m en ts of $ 4,7 40 ,0 0 0 th at in clu ded th e p ay o ff
o f th e W orld  Ho usto n  1 0 loan, o ffset by  adv ances of $ 1,0 64 ,0 0 0.

Investment in real estate investment trusts (REITs) decreased $1,616,000 during 2001 as a result of the sale and liquidation
of REIT shares with a carrying value of $7,444,000 offset by the purchase of other REIT shares for $5,258,000 and unrealized
gains of $570,000.

Other assets increased $4,459,000 during 2001 primarily as a result of net increases in receivables, unamortized leasing
commissions and loan costs, and other prepaid assets.  These increases were primarily offset by a net decrease in cash escrows
for Section 1031 tax deferred exchange transactions.

Mortgage notes payable increased $36,305,000 primarily as a result of the Company’s $45,000,000 nonrecourse mortgage
loan obtained in April.  This note has an interest rate of 7.25%, a 25-year amortization and a 10-year maturity and is secured by
eight properties in Dallas, Houston and El Paso.  The proceeds of this note were used to pay down existing bank debt.  This
increase was offset by the payoff of the Northwest Point mortgage loan of $3,829,000 in March, regularly scheduled principal
payments of $4,488,000 and the assumption of bonds payable of $378,000 by the buyer of Nobel Business Center.

N otes p ayable to ban ks d ecreased  $ 15 ,94 2,00 0 .  Bank debt was paid down with funds obtained from the Company’s
$45,000,000 nonrecourse mortgage loan as discussed above.  The Company's credit facilities are described in greater detail under
Liquidity and Capital Resources.
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Other liabilities increased $2,845,000 during 2001.  As part of the fin al acco un tin g of an  ex tern al escro w acco u nt establish ed 
for the redem ptio n o f sh ares in  th e C om pany ’s 19 9 8 acqu isitio n of M eridian Po in t R ealty  T ru st VIII, the Co mp any  received the
residual cash escrow of $2,701,000 from the external agent and recorded a liability for the remaining unexchanged shares.

A ccum ulated o th er co mp reh en sive in co m e decreased  $1 ,9 11 ,00 0 as a result o f un realized  h oldin g gains o f $1 ,05 6,0 00 
recorded  in accordan ce w ith  S FA S  N o. 11 5, “A ccou n ting  fo r Certain  In vestm en ts in  D eb t and  E q uity  Secu rities,” o ffset b y realized 
g ains o f $ 2,9 67 ,0 00  on  R E IT  shares.

U nd istribu ted  earnin gs d ecreased  fro m  $ 28 ,1 8 5,00 0  at Decem ber 3 1, 2 0 00  to  $ 23 ,7 53 ,00 0 at Decem ber 3 1, 2 00 1  as a result o f
d iv id en d s on  co mm on  an d p referred sto ck  o f $ 38 ,6 1 4,00 0 exceed in g net inco me for finan cial repo rting  p urp oses of $ 34 ,18 2,0 00 .

R E SU LTS OF OPE R A TION S

2001 C o mpare d to  2000

Net income available to common stockholders for 2001 was $24,174,000 ($1.54 per basic share and $1.51 per diluted share)
compared to net income available to common stockholders in 2000 of $26,504,000 ($1.70 per basic share and $1.68 per diluted
share).  Income before gain on real estate investments was $29,871,000 in 2001 compared to $27,741,000 in 2000.  Gain on real
estate investments was $4,311,000 in 2001 compared to $8,771,000 in 2000.  The paragraphs that follow describe the results of
operations in greater detail.

P ro perty  n et op erating  incom e (PN O I) fro m  real estate p ro p erties, d efined as in co m e from  real estate op eration s less p ro perty 
o peratin g ex p en ses (befo re in terest exp en se an d d ep reciation ), in creased  by  $ 3,3 76 ,0 0 0 or 4 .7%  fo r 20 01  co mp ared to  20 00 .  PN OI
b y prop erty typ e an d  p ercen tage leased fo r ind ustrial w ere as follo w s:

Property Net O perati n g In com e
PNOI

Years Ended December 31, Percent Leased
2001 2000 1 2- 31 -0 1 1 2-31 -0 0 

(In thousands)

Industri al ................................................................. $  7 3,88 7 69, 121 9 1.6% 96. 4%
Other............................................................... 1 ,0 36 2,426
   To tal  PNO I........................................................ $  7 4,92 3 71, 547

P NO I fro m in d ustrial p ro p erties in creased  $ 4 ,7 66 ,00 0 (6 .9% ) for 2 00 1  com p ared  to  2 00 0  p rimarily d ue to acq uisitio ns, ren tal
rate in creases an d d ev elo pm en t p ro perties th at achiev ed  stab ilized o peratio ns in  2 00 0  and  2 0 01 . Ind ustrial p rop erties held th ro u gh ou t
2 00 1 an d  2 00 0  sho wed  a d ecrease in  P N OI o f 1 .6 % for 2 00 1 .  T h e Co mp any  ex perien ced  g reater v acan cies du rin g 2 00 1 primarily
d ue to a slo w in g of th e eco no my  an d h ig her than average lease termin atio n s.

P NO I fro m oth er p ro p erties decreased  $1 ,3 9 0,00 0 (57 .3 % ) fo r 2 00 1 com pared  to 2 00 0.  T hese decreases w ere p rim arily  the
result o f th e sale o f th e L a Vista C rossing  Ap artments in Decem ber 2 00 0.

M ortg ag e loan  interest in co me d ecreased  $ 35 8 ,0 00  fo r 20 0 1 co m pared to 20 0 0 prim arily  du e to  the p ay o ff o f the W o rld
H ou ston  10  lo an  in early  Janu ary .

O th er in terest in co m e in creased  $4 24 ,00 0 fo r 2 00 1  com pared  to  2 00 0.  T his increase w as prim arily  th e result o f in terest
received  fro m  the final accou nting  o f an escro w accou nt estab lish ed  fo r the red emp tio n of sh ares in  the Co mp any ’s 1 9 98  acqu isition 
o f Merid ian P oint R ealty  Trust V III.

G ain on  th e sale an d  liq u id atio n  o f R EIT securities w as $2 ,9 6 7,00 0 for 2 0 01  com p ared  to  $ 2,1 54 ,0 0 0 fo r 2 00 0.  T his increase
w as d ue to  liqu id ating  d istribu tio ns from  P acific G ulf P ro perties (P AG ) and  g ain s on  sale o f o th er RE IT  sh ares in  2 0 01  ex ceed in g 
liq uidatin g d istrib u tion s fro m P AG  an d Fran k lin in 20 00 .

Bank interest expense (excluding amortization of loan costs of $264,000 for both 2001 and 2000) decreased $3,643,000
from $8,393,000 in 2000 to $4,750,000 in 2001.  Average bank borrowings were $82,898,000 in 2001 compared to $107,221,000
in 2000 with average interest rates of 5.72% in 2001 compared to 7.83% in 2000.  Bank interest rates at December 31, 2001 were
3.1875% on $74,000,000, 3.00% on $11,500,000 and 4.00% on $558,000.  Bank interest rates at December 31, 2000 were 8.00%
on $92,000,000 and 8.75% on $10,000,000.  Interest costs incurred during the period of construction of real estate properties are
capitalized and offset against the bank interest expense.  The interest costs capitalized on real estate properties for 2001 were
$2,329,000 compared to $2,060,000 for 2000.  See Note 6 in the Notes to the Consolidated Financial Statements for disclosure
relating to the Company’s notes payable to banks.
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Mortgage interest expense on real estate properties (excluding amortization of loan costs of $188,000 for 2001 and
$169,000 for 2000) increased $3,146,000 from $11,804,000 in 2000 to $14,950,000 in 2001.  These increases were primarily the
result of the issuance of two mortgage loans in 2000 and one mortgage loan in 2001, offset by the payoff of several smaller loans
in 2000 and 2001.  See Note 7 in the Notes to the Consolidated Financial Statements for disclosure relating to the Company’s
mortgage notes payable.

Depreciation and amortization increased $3,592,000 in 2001 compared to 2000. This increase was primarily due to the
industrial properties acquired and development properties that achieved stabilized operations in both 2000 and 2001 and to the
write-off of leasing commissions for lease buyouts.  These increases were offset by the sale of several properties in 2000 and
2001 and the transfer of several properties to real estate held for sale (depreciation is not taken on those properties in the category
“real estate held for sale”).  Three properties were reclassified from the category “held for sale” back to the portfolio in 2001.
Upon reclassification, depreciation was adjusted to reflect the carrying amount of these properties as if they had never been
classified as “held for sale.”

The decrease in general and administrative expenses of $1,034,000 for the year ended December 31, 2001 compared to
2000 is due to several items.  Incentive restricted stock expense was lower in 2001 by $410,000 due to a one-time charge in 2000.
Also, taxes were $574,000 lower primarily due to reversal of accrued taxes for Tennessee franchise taxes.  The tax was repealed
by the State of Tennessee.

In 20 01 , the Co mp an y  reco gn ized gains o f $ 4,31 1 ,0 00  prim arily  from  the sale of fiv e p ro p erties.  In  20 00 , the C o mp an y
recog nized  g ain s of $8 ,7 7 1,00 0 con sisting  o f the sale o f two  prop erties and  o ne parcel of land  an d th e recog n itio n o f a d eferred  g ain .
S ee N ote 2  in  the N o tes to th e C on so lid ated  Finan cial S tatem ents fo r d etails of th ese g ains.

N AR EIT h as reco mm en d ed  su pp lemen tal d isclosu res con cern ing  capital exp en d itures an d leasing  co sts.  C ap ital exp en ditures
for the years end ed  Decem ber 31 , 2 00 1  and  2 0 00  b y  categ o ry  are as fo llow s:

C api tal  E xpendi tures
2001 2000

(In thousands)

Upgrade on Acquisitions................................................................................. $    270 2,754
Major Renovation................................................................................................. 63 41
Tenant Improvements:
   New Tenants.......................................................................................................            3,416 3,054
   New Tenants (first generation)*......................................................... 371 1,480
   Renewal Tenants .............................................................................................         581 901
Other..............................................................................................................................       1,921 2,381

   Total capital expenditures........................................................................ $ 6,622 10,611

* First generation refers to space that has never been occupied.

The Company’s leasing costs are capitalized and included in other assets. The costs are amortized over the terms of the
leases and are included in depreciation and amortization expense.  A summary of these costs for the years ended December 31,
2001 and 2000 is as follows:

C api tal ized Leasin g Costs
2001 2000

(In thousands)

Capitalized leasing costs:
  First Generation–Development.............................................................. $ 1,605 1,743
  New Tenants......................................................................................................... 1,127 1,091
  Renewal Tenants............................................................................................... 1,042 949
  First Generation–Other ................................................................................ (14)  145
     Total capitalized leasing costs........................................................... $ 3,760  3,928

Amortization of leasing costs...................................................................... $ 2,541 2,034
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2000 C o mpare d to  1999

Net income available to common stockholders for 2000 was $26,504,000 ($1.70 per basic share and $1.68 per diluted share)
compared to net income available to common stockholders in 1999 of $32,229,000 ($2.01 per basic share and $1.99 per diluted
share).  Income before gain on real estate investments was $27,741,000 in 2000 compared to $23,416,000 in 1999.  Gain on real
estate investments was $8,771,000 in 2000 compared to $15,357,000 in 1999.  Income before cumulative effect of change in
accounting principle was $36,512,000 in 2000 compared to $38,773,000 in 1999.  Cumulative effect of change in accounting
principle was zero in 2000 and $418,000 in 1999. The paragraphs that follow describe the results of operations in greater detail.

P NO I fro m real estate pro perties increased b y $8 ,16 8,00 0  o r 1 2.9%  fo r 20 0 0 co mp ared to 19 99 .  PN O I by  p rop erty ty pe an d
p ercentage leased  fo r in d ustrial w ere as fo llo ws:

Property Net O perati n g In com e
PNOI

Years Ended December 31, Percent Leased
2000 1999 1 2-31 -0 0 1 2-31 -9 9 

(In thousands)

Industri al .................................................................... $ 69, 121 59, 954 96. 4% 97. 0%
Other.................................................................. 2,426 3,425

   To tal  PNO I........................................................... $ 71, 547 63, 379

P NO I fro m in d ustrial p ro p erties in creased  $ 9 ,1 67 ,00 0 fo r 2 00 0  com pared  to  1 99 9 p rimarily du e to acq uisitio ns, ren tal rate
increases an d  d ev elo pm en t p ro perties th at achiev ed stab ilized  o peratio ns in  1 99 9  and  20 00 . Ind ustrial p rop erties held th rou gh ou t
2 00 0 an d  1 99 9  sho wed  an increase in P NO I of 3.2%  fo r 20 0 0.

Gain on securities increased $2,124,000 for 2000 compared to 1999.
Bank interest expense (excluding amortization of loan costs of $264,000 for 2000 and $251,000 for 1999) increased

$1,550,000 from $6,843,000 in 1999 to $8,393,000 in 2000.  Average bank borrowings were $107,221,000 in 2000 compared to
$104,335,000 in 1999 with average interest rates of 7.83% in 2000 compared to 6.56% in 1999.  Bank interest rates at December
31, 2000 were 8.00% on $92,000,000 and 8.75% on $10,000,000.  Bank interest rates at December 31, 1999 were 7.50% on
$77,000,000, 7.44% on $8,000,000 and 7.75% on $10,000,000.  Interest costs incurred during the period of construction of real
estate properties are capitalized and offset against the bank interest expense.  The interest costs capitalized on real estate
properties for 2000 were $2,060,000 compared to $1,834,000 for 1999.  See Note 6 in the Notes to the Consolidated Financial
Statements for disclosure relating to the Company’s notes payable to banks.

Mortgage interest expense on real estate properties (excluding amortization of loan costs of $169,000 for 2000 and
$152,000 for 1999) decreased $472,000 from $12,276,000 in 1999 to $11,804,000 in 2000, primarily as a result of the payoffs of
five mortgages in 1999 and two in 2000, offset by increases due to the issuance of one mortgage and assumption of one mortgage
in 1999 and to the issuances of two mortgages in 2000.  See Note 7 in the Notes to the Consolidated Financial Statements for
details of these transactions.

Depreciation and amortization increased $3,210,000 in 2000 compared to 1999. This increase was primarily due to the
industrial properties acquired in both 1999 and 2000 and development properties that achieved stabilized operations in 1999 and
2000, offset by the sale of several properties in 1999 and 2000, and the transfer of several properties to real estate held for sale
(depreciation is not taken on those properties in the category “real estate held for sale”).

The increase in general and administrative expenses of $1,088,000 for the year ended December 31, 2000 compared to
1999 is primarily due to compensation expense of $782,000 in 2000 for the Company’s incentive restricted stock program
established in 2000.  See Note 8 in the Notes to the Consolidated Financial Statements for disclosure as to this plan.  Also, the
Company increased its franchise tax accrual largely in anticipation of Tennessee franchise tax liabilities.  This accrual was
reversed in 2001 after the tax was repealed by the State of Tennessee.

In 20 00 , the Co mp an y  reco gn ized  gain s o f $8 ,77 1,0 00  con sistin g of th e sale of tw o pro perties and  on e parcel o f land  an d the
recog nitio n o f a deferred  g ain.  In 1 99 9, th e Co m pany  reco gn ized gains o f $ 15 ,3 5 7,00 0  con sisting  prim arily  o f the sale o f three
p ro perties, two  p arcels o f land  an d a lan d p urch ase leaseb ack , a write-d o wn  o f o ne p rop erty , and  th e recog nitio n of other d eferred 
g ains.  See N ote 2 in th e N otes to  th e Co nso lidated  F in ancial S tatem en ts fo r details of these gains.
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N AR EIT h as reco mm en d ed  su pp lemen tal d isclosu res con cern ing  capital exp en ditures an d leasing  co sts.  C ap ital ex p en ditures
for the years end ed  Decem ber 31 , 2 00 0  and  1 9 99  b y  categ o ry  are as fo llow s:

C api tal  E xpendi tures
2000 1999

(In thousands)

Upgrade on Acquisitions................................................................................. $   2,754 3,060
Major Renovation................................................................................................. 41 49
Tenant Improvements:
   New Tenants.......................................................................................................            3,054 3,076
   New Tenants (first generation)............................................................ 1,480 204
   Renewal Tenants .............................................................................................         901 493
Other..............................................................................................................................       2,381 2,515
   Total capital expenditures........................................................................      $ 10,611 9,397

The Company’s leasing costs are capitalized and included in other assets. The costs are amortized over the terms of the
leases and are included in depreciation and amortization expense.  A summary of these costs for the years ended December 31,
2000 and 1999 is as follows:

C api tal ized Leasin g Costs
2000 1999

(In thousands)

Capitalized leasing costs:
  First Generation–Development.............................................................. $ 1,743 1,137
  New Tenants......................................................................................................... 1,091 1,041
  Renewal Tenants............................................................................................... 949 1,012
  First Generation–Other ................................................................................ 145  80

     Total capitalized leasing costs........................................................... $ 3,928  3,270

Amortization of leasing costs...................................................................... $ 2,034 1,538

N E W A C C OU N TING  PRON OU NC E ME NTS

In Ju ne 20 01 , the F inancial A cco un tin g Stan d ards Bo ard (FA SB ) issued  S FA S  N o. 1 4 1, “B usin ess C om b in atio n s,” and  S FA S  N o.
1 42 , “G o od will an d O th er In tang ible A ssets.”   S F AS  N o. 14 1 req uires that all b u siness co mb inatio ns initiated  after Ju ne 30 , 20 0 1 be
accou nted fo r b y using  th e pu rch ase m etho d o f accou ntin g  and  ad dresses acco un tin g fo r p urch ased g oo dw ill and  other intan g ib les.
S FA S No . 1 42  ad dresses financial acco un ting  an d rep ortin g fo r the im pairm en t of go od w ill an d  o th er in tan gibles an d is effective fo r
fiscal y ears beginn ing  after Decem ber 1 5, 2 0 01 .  Th e Co m pany  had no  bu sin ess co m binatio ns since Jun e 30 , 2 00 1 .  A t D ecem b er 3 1,
2 00 1, th e Co m pany  h ad un amo rtized go o dw ill o f $9 9 0,00 0 resultin g fro m th e acq uisitio n  o f En sig n P ro perties in  1 99 8.  T he
C om pany  perio dically  rev iew s th e reco verability o f go od w ill for p ossib le im pairm en t and  w ill con tin ue to  d o so un der the new
statemen t.  In manag em en t’s o pin io n, no  m aterial im pairm en t o f go od w ill existed  at D ecemb er 31 , 2 00 1.  T he C o mp an y’s curren t
ann ual amo rtization  of g o od will is $ 6 1,00 0.  U po n  ado ption  o f S FA S N o. 1 4 2 in  Janu ary  2 00 2, am ortizatio n  o f g oo dw ill w ill cease.

In June 2001, the FASB issued SFAS No. 143, “Accounting for Asset Retirement Obligations,” effective for financial
statements issued for fiscal years beginning after June 15, 2002.  SFAS No. 143 addresses financial accounting and reporting for
obligations associated with the retirement of tangible long-lived assets and the associated asset retirement costs.  The Company
has evaluated the effect of adopting this statement and believes the effect of adoption would have no impact to its financial
position or results of operation.

In August 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets,”
effective for fiscal years beginning after December 15, 2001.  SFAS No. 144 addresses financial accounting and reporting for the
impairment or disposal of long-lived assets.  The Company’s adoption of this statement in January 2002 is expected to have little
or no effect on the Company’s overall financial statements.  SFAS No. 144 supersedes SFAS No. 121, “Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed O f ”  and the accounting and reporting provisions
of Accounting Principles Board Opinion No. 30, “Reporting the Results of Operations––Reporting the Effects of Disposal of a
Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions.”

25



MA NA G E MEN T’ S DISCU SSION  A N D A N A LYSIS OF FIN A N CIA L CON DITION  AN D RE SU LTS OF OPE R ATION S

26

LIQU IDITY A N D C A PITA L R E SOUR C E S

N et cash  p ro v id ed  b y  o peratin g activ ities w as $5 0 ,7 48 ,0 0 0 fo r the y ear en ded Decem ber 3 1, 2 0 01 .  Other sou rces of cash  w ere
p rimarily fro m bank  bo rro wing s, proceed s fro m mo rtg ag e n otes payable, sales o f real estate inv estments, sales and  liqu id ation  o f real
estate inv estment trust shares and  co llectio ns o n  m ortg age lo an s receivab le. Th e C om p an y distrib u ted $2 8 ,2 71 ,00 0 in  co mm o n an d
$ 10 ,0 08 ,00 0 in preferred  stock d iv id end s. O ther p rimary  uses of cash  w ere for b ank  d ebt p ay m en ts, con structio n an d d ev elo pm en t o f
p ro perties, p urch ases of real estate in vestm en ts, m ortg age n o te p ay m en ts, cap ital im p ro vemen ts at the v ariou s p ro perties, p urch ase o f
R EIT sh ares, an d ad v an ces o n mo rtg ag e loans receivable.  T otal debt at D ecemb er 31 , 2 00 1 an d  2 00 0  w as as follow s:

December 31,
2001 2000

(In thousands)

Mortgage notes payable–fi xed rate.......................................................... $ 205,014 168,709
B ank no tes payabl e–flo ati ng rate .............................................................. 86,058 102,000
   To tal  debt......................................................................................................................... $ 291,072 270,709

The Company had a three-year $150,000,000 unsecured revolving credit facility with a group of ten banks that matured in
January 2002 and was refinanced as specified below. The interest rate was based on the Eurodollar rate plus 1.25% and was
3.1875% on $74,000,000 at December 31, 2001 and 8.00% on $92,000,000 at December 31, 2000.  An unused facility fee of
.25% was also assessed on this loan.
     The Company had a one-year $10,000,000 unsecured revolving credit facility with Chase Bank of Texas that matured in
January 2002 and was refinanced as specified below.  The interest rate was based on Chase Bank of Texas, National
Association's prime rate less .75% and was 4.00% on $558,000 at December 31, 2001 and 8.75% on $10,000,000 at December
31, 2000.

The Company had a $15,000,000 unsecured discretionary line of credit with Chase Bank of Texas.  The interest rate for the
line was negotiated at the time of any advances.  At December 31, 2001, the rate for this loan was 3.00% on a balance of
$11,500,000, payable on demand.  At December 31, 2000, the outstanding balance for this loan was zero.

The foregoing three credit facilities matured and were repaid in January 2002.  In January 2002, the Company closed a new
three-year, $175,000,000 unsecured revolving credit facility with a group of ten banks, which was arranged by PNC Bank, N.A.
The interest rate on the facility is based on the Eurodollar rate and varies according to debt-to-total asset value ratios.
EastGroup’s current interest rate for this facility is the Eurodollar rate plus 1.15%.  At the loan closing, EastGroup elected a six-
month interest period for $50,000,000 of its total outstanding line of $84,000,000 with an interest rate of 3.14% and the
remaining $34,000,000 for a one-month period at an interest rate of 3.01%.  The rate on the $34,000,000 is currently reset on a
monthly basis and was last reset on March 8, 2002 at 3.03%.

In January 2002, the Company also secured a one-year $12,500,000 unsecured revolving credit facility with PNC Bank,
N.A. that matures in January 2003.  The interest rate on this facility is based on the LIBOR rate and varies according to debt-to-
total asset value ratios.  EastGroup’s current interest rate for this facility is the LIBOR rate plus 1.075%.

EastGroup’s only mortgage note payable maturing in 2002 had a balance of $8,100,000 at December 31, 2001, interest rate
of 7.45% and maturity date of February 28, 2002.  The Company signed an application for a new nonrecourse mortgage loan of
$8,200,000.  This new note is expected to close in late March and will have a rate of 6.43%, a term of 10 years and an
amortization period of 12 years.

EastGroup’s Board of Directors has authorized the repurchase of up to 1,500,000 shares of its outstanding common stock.
The shares may be purchased from time to time in the open market or in privately negotiated transactions.  The Company did not
repurchase any shares during 2001.  Since September 30, 1998, a total of 827,700 shares have been repurchased for $14,170,000
(an average of $17.12 per share) with 672,300 shares still available for repurchase.

The Company anticipates that its current cash balance, operating cash flows, and borrowings under its lines of credit will be
adequate for the Company's (i) operating and administrative expenses, (ii) normal repair and maintenance expenses at its
properties, (iii) debt service obligations, (iv) distributions to stockholders, (v) capital improvements, (vi) purchases of properties,
(vii) development, and (viii) common stock repurchases.
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IN FLA TION 

In the last five years, inflation has not had a significant impact on the Company because of the relatively low inflation rate in the
Company’s geographic areas of operation.  Most of the leases require the tenants to pay their pro rata share of operating
expenses, including common area maintenance, real estate taxes and insurance, thereby reducing the Company’s exposure to
increases in operating expenses resulting from inflation.  In addition, the Company’s leases typically have three to five year
terms, which may enable the Company to replace existing leases with new leases at a higher base if rents on the existing leases
are below the then-existing market rate.

QU AN TITATIVE  A N D QU A LITA TIVE  DISC LOSUR E S A BOU T MA R KE T R ISK

The Company is exposed to interest rate changes primarily as a result of its lines of credit and long-term debt maturities.  This
debt is used to maintain liquidity and fund capital expenditures and expansion of the Company’s real estate investment portfolio
and operations.  The Company’s interest rate risk management objective is to limit the impact of interest rate changes on earnings
and cash flows and to lower its overall borrowing costs. To achieve its objectives, the Company borrows at fixed rates but also
has several variable rate bank lines as discussed under Liquidity and Capital Resources.  The table below presents the principal
payments due and weighted average interest rates for both the fixed rate and variable rate debt.

2 00 2 2 00 3 2 00 4 2 00 5 2 00 6 The re af t er Tot al Fai r Val ue 

F ixed rate debt (in tho usands)................... $ 13, 107    8, 975 9,775 23, 596 20, 039 129,522 205,014 210,514
W ei ghted average interest rate................. 7.57% 8.23% 8.12% 8.06% 7.87% 7.42% 7.61%

V ariabl e rate debt (in tho usands)........... $ 11, 500 558 - 74, 000 - - 86, 058 86, 058

W ei ghted average interest rate................. 3.00% 4.00% - 3.19% - - 3.17%

A s th e tab le ab ov e incorp orates on ly  th ose exp osu res th at ex ist as o f Decem ber 3 1, 2 0 01 , it do es no t co n sider tho se ex po sures
o r po sitio ns th at co uld arise after that date.  The C om p an y’s u ltim ate econ om ic im pact with  resp ect to interest rate flu ctu atio n s will
d ep en d o n th e exp osu res that arise d u ring  th e perio d an d  interest rates.  If th e w eig hted  av erag e interest rate o n the v ariab le rate bank 
d eb t as sh ow n  abo ve ch an g es b y 1 0%  o r app ro x im ately  3 2 b asis po in ts, interest ex pense and  cash  flow s wo u ld  in crease or d ecrease
b y ap pro ximately $2 7 3,00 0  ann ually .
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T he C om p an y’s shares o f C om mo n S to ck  are presently listed fo r tradin g on  th e New  Y ork  S to ck  Ex ch ang e un d er th e sy mb o l
“EG P.”  Th e follo win g tab le sho w s th e h ig h and  lo w sh are p rices for each  qu arter rep o rted  b y  the New Yo rk Sto ck  E xch an ge du ring 
the p ast two  years and  p er sh are d istribu tio ns p aid  for each  qu arter.

Cal en dar  2 00 1 Cal en dar  2 00 0 
Q uart er H ig h L ow Distr ib u ti on s H ig h L ow Distr ib u ti on s

F irst $ 23. 56 21. 69 $   . 45 $ 21. 56 17. 50 $   . 38
S econd 23. 55 20. 80 . 45 22. 19 19. 88 . 38
T hi rd 23. 65 20. 00 . 45 24. 00 20. 56 . 41
F ourth 24. 25 20. 50 . 45 23. 38 18. 94 . 41

$ 1.80 $ 1.58

A s of M arch 6 , 20 02 , there were ap pro ximately 1,3 00  h old ers o f reco rd of th e Co m pany ’s 15 ,9 5 5,44 7  o utstand in g  shares o f
com mo n sto ck .  Of th e $1 .80  p er co mm o n sh are total distrib ution s paid in  20 01 , $ 1.70 4 4 per share was tax ab le as o rd inary  in co me
for fed eral incom e tax  p u rp oses an d $ .0 95 6 p er sh are rep resen ted a lon g-term 20 %  cap ital gain.  A ll o f the $ 1 .5 8 per share
d istrib u tion s p aid in 20 0 0 was tax ab le as o rdinary in co m e fo r fed eral in com e tax  p urp oses.

SH AR E S OF SE RIE S A  PR EFE R R ED STOC K MAR KE T PR ICE S A ND DIVIDE N DS

T he C om p an y’s shares o f S eries A  9 .0 0 % Cu mu lativ e R ed eem ab le Preferred  S tock are also  listed  for trad in g  o n the N ew  Yo rk  Stock
E xchang e and  trad e u nd er th e sy m bo l “EG P P rA .”  T he fo llow in g  tab le sh ow s the high  an d lo w  p referred share p rices fo r each
q uarter repo rted by  th e N ew  Y ork  S to ck Ex ch ang e d urin g the p ast two  years and  p er sh are d istribu tio ns p aid  fo r each  qu arter.

Cal en dar  2 00 1 Cal en dar  2 00 0 
Q uart er H ig h L ow Distr ib u ti on s H ig h L ow Distr ib u ti on s

F irst $ 24. 49 21. 75 $   . 5625 $ 21. 00 18. 38 $   . 5625
S econd 24. 80 23. 75 . 5625 21. 25 19. 63 . 5625
T hi rd 25. 35 24. 25 . 5625 23. 25 20. 44 . 5625
F ourth 25. 15 24. 51 . 5625 23. 19 20. 88 . 5625

$ 2.2500 $ 2.2500

A s of M arch 6 , 20 02 , there were 74  h o ld ers o f record of th e C om pany ’s 1,7 25 ,0 00  ou tstan d in g sh ares o f Series A  p referred
sto ck .  Of th e $2 .2 5  p er Series A  p referred share to tal d istrib u tion s p aid in 20 0 1, $ 2.1 30 8 p er share was tax ab le as ordinary in com e
for fed eral incom e tax  p u rp oses an d $ .1 19 2 p er sh are rep resen ted a lon g-term 20 %  cap ital gain.  A ll o f the $ 2 .2 5 per share
d istrib u tion s p aid in 20 0 0 was tax ab le as o rdinary in co m e fo r fed eral in com e tax  p urp oses.

SH AR E S OF SE RIE S B PR EFE R R ED STOC K MAR KE T PR ICE S A ND DIVIDE N DS

EastGroup has issued 2,800,000 shares of Series B 8.75% Cumulative Convertible Preferred Stock to Five Arrows Realty
Securities II, L.L.C., an investment fund managed by Rothschild Realty, Inc., a member of the Rothschild Group.  The Series B
Preferred Stock, which is convertible into common stock at a conversion price of $22.00 per share (3,182,000 common shares), is
entitled to quarterly dividends in arrears equal to the greater of $0.547 per share or the dividend on the number of shares of
common stock into which a share of Series B Preferred Stock is convertible. O f the $ 2.1 88  p er Series B p referred sh are total
d istrib u tion s p aid in 20 0 1, $ 2.0 72 1 p er share was tax ab le as ordinary in com e fo r fed eral in com e tax  p urp oses an d $.1 15 9 p er share
rep resen ted a lon g-term 2 0%  cap ital g ain.  A ll o f the $ 2 .1 88  per sh are d istribu tio ns paid  in  2 00 0  w as taxable as ord in ary  incom e for
fed eral in co m e tax p urpo ses.
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The following table sets forth selected consolidated financial data for the Company and should be read in conjunction with the
consolidated financial statements and notes thereto included elsewhere in this report.

Years Ended December 31,

2001 2000 1999 1998 1997

     (In thousands, except per share data)

OPERATING DATA

Revenues

  Income from real estate operations .................................................... $     100,560          93,906           83,320            74,312        49,791

  Interest .......................................................................................................................            1,041              975             1,367             1,868          2,571

  Gain on securities...............................................................................................            2,967           2,154                  30 – –

  Other.............................................................................................................................               727            1,068             1,519                548          1,260

      105,295          98,103           86,236            76,728        53,622

Expenses

  Operating expenses from real estate operations ......................         25,637          22,359           19,941            19,328        14,825

  Interest .......................................................................................................................          17,823          18,570           17,688            16,948        10,551

  Depreciation and amortization.................................................................          27,041          23,449           20,239            16,625        10,409

  General and administrative ........................................................................            4,573            5,607             4,519             3,771          2,923

  Minority interests in joint ventures ......................................................               350               377                433                433             512

         75,424          70,362           62,820            57,105        39,220

Income before gain on real estate investments ................................          29,871          27,741           23,416            19,623        14,402

  Gain on real estate investments.............................................................            4,311            8,771           15,357              9,713          6,377

Income before cumulative effect of change in accounting

principle ......................................................................................................................... 34,182          36,512           38,773            29,336          20,779

  Cumulative effect of change in accounting principle.............. – –                418 – –

Net income ..................................................................................................................          34,182          36,512           38,355            29,336        20,779

  Preferred dividends-Series A.....................................................................            3,880            3,880             3,880              2,070 –

  Preferred dividends-Series B.....................................................................            6,128            6,128             2,246 – –

Net income available to common stockholders .................................. $      24,174          26,504           32,229            27,266        20,779

BASIC PER SHARE DATA

  Net income available to common stockholders ..........................  $          1.54              1.70               2.01               1.67            1.58

  Weighted average shares outstanding ..............................................          15,697          15,623           16,046            16,283        13,176

DILUTED PER SHARE DATA

  Net income available to common stockholders .......................... $           1.51              1.68               1.99               1.66            1.56

  Weighted average shares outstanding ..............................................          16,046          15,798           17,362            16,432        13,338

OTHER PER SHARE DATA

  Book value (at end of year) ....................................................................... $         16.19            16.55             16.47              16.12          15.88

  Common distributions declared...............................................................              1.80              1.58               1.48               1.40            1.34

  Common distributions paid.........................................................................              1.80              1.58               1.48               1.40            1.34

OTHER DATA

Funds from operations

  Net income............................................................................................................... $       34,182          36,512           38,355            29,336        20,779

  Preferred dividends-Series A.....................................................................         (3,880)         (3,880)           (3,880)           (2,070)                 –

  Convertible preferred dividends-Series B........................................         (6,128)         (6,128)           (2,246)                 –                 –

  Net income available to common stockholders ..........................          24,174          26,504           32,229            27,266        20,779

    Add:

    Depreciation and amortization ............................................................          27,041          23,449           20,239            16,625        10,409

    Cumulative effect of change in accounting principle (1) . – –                418 – –

    Convertible preferred dividends-Series B ....................................            6,128            6,128             2,246 – –

    Limited partnership units.......................................................................... –                18                  48 – –

    Deduct:

    Gain on depreciable real estate investments, net ...............         (4,311)         (8,151)         (15,357)           (9,713)       (6,377)

    Other   ....................................................................................................................            (161)            (158)              (241)              (324)          (284)

Funds from operations (2)................................................................................ $       52,871          47,790           39,582            33,854        24,527

Cash flows provided by (used in)

  Operating activities ........................................................................................... $       50,748          53,016           44,236            36,205        23,817

  Investing activities.............................................................................................       (35,171)       (43,147)         (68,319)       (130,757)      (80,131)

  Financing activities ............................................................................................       (16,671)         (9,665)           23,956            96,038        57,174
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Years Ended December 31,

2001 2000 1999 1998 1997

(In thousands, except per share data)

BALANCE SHEET DATA (AT END OF YEAR)

  Real estate investments, at cost (3)...................................................  $    741,755        703,846         649,754          582,565      419,857

  Real estate investments, net of accumulated

    depreciation and allowance for losses (3)...................................        649,554        633,726         598,175          539,729      387,545

  Total assets .............................................................................................................        683,782        666,205         632,151          567,548      413,127

  Mortgage, bond and bank loans payable.........................................        291,072        270,709         243,665          236,816      147,150

  Total liabilities .......................................................................................................        313,072        290,813         262,839          251,524      155,812

  Total stockholders' equity............................................................................        370,710        375,392         369,312          316,024      257,315

(1) Rep re se n ts p r ev iousl y cap it al ize d st art -u p and  or gani zat ional  costs th at  we re  e x pe nse d on  Janu ar y  1 , 19 9 9 in  accord ance wit h th e  r eq u ir emen t s of 

State me n t of  Posi ti on 98 -5.

(2) E astGrou p de f in es f u nd s from op e rati ons (FFO ), consiste n t wi t h th e Nat i on al  Associ ati on  of  Real  E st at e  I nv e st me nt  Tr ust s (N ARE IT) def in it i on , as ne t income 

(loss)(compu t ed  i n accor d an ce  wi th  g e ne rall y  acce pt ed  accoun t in g pr i ncip l es (GAAP)), ex cl ud i ng  g ain s or  losse s fr om sale s of de p re ci abl e re al est at e pr ope rt y , pl us

r eal est at e rel at ed  de pr e ci at ion  and  amor ti zat ion , an d aft er  ad ju st men ts for un con sol id at ed  part n er sh ip s and  join t ven tu r es.  E f fe ct i ve  Jan u ar y 1, 20 00 , N ARE IT

clari fi e d th e  d ef in i ti on  of  FFO  to i n cl ud e gai ns fr om sale s of nond e pr eci ab le  r e al  e state  (l an d).  Th er e  wer e  n o gai ns on  l an d in 20 0 1.  Gai ns on  l an d for  2 0 00  h av e 

b ee n in clu de d  i n FFO  and  gain s on lan d for the  p r ev ious ye ar s h av e not  b e en  i ncl ud ed  in  FFO .  Gai ns on lan d wer e $3 4 8,00 0  f or  1 9 99 , $44 ,0 00  for 199 8 an d 

$ 98 ,0 00  for 199 7.  The  Comp an y bel ie v es t hat  FFO  is an app rop ri at e measu r e of  p e rf or man ce  f or eq u it y re al est at e in v estme nt  t ru sts.  FFO is not con si de r ed  as an

alt er nat iv e to ne t income  (de te r mi ne d  i n accor dan ce  wit h  GAAP) as an  i nd i cati on  of  t h e Comp any ’s fi nanci al  p e rf or man ce  or  t o cash fl ows f rom ope r at in g act iv i ti es

(de te rmi ne d in accor dance  wit h GAAP) as a me asur e  of th e  Comp an y’ s liq ui d it y, n or is it  i nd i cati v e of  f u nd s avail ab l e for  t he  Comp an y ’s cash  n ee d s, i ncl ud in g  t he 

abi li ty  to make  d ist ri bu t ions.

(3) Doe s not  i ncl ud e th e  $ 50 0 ,0 00  l an d pu r ch ase -l ease b ack sol d in  19 99 .

FOR WA RD LOOKING  STA TEMEN TS

In ad ditio n to histo rical inform atio n , certain  sectio ns of th is F orm  1 0-K  con tain fo rward -lo ok in g  statem en ts with in  th e m eaning  of
S ection  27 A o f th e S ecurities A ct of 19 33  an d Section  2 1 E of th e Securities E xch an ge Act of 19 34 , such as th o se p ertainin g to  th e
C om pany ’s ho p es, ex p ectatio ns, inten tio ns, b eliefs, strategies regarding  th e fu ture, th e an ticip ated perfo rm ance of develop ment an d
acq uisitio n p ro perties, cap ital reso u rces, p ro fitab ility  and  po rtfo lio  p erforman ce.  Fo rw ard -loo k in g statemen ts inv o lv e n um erou s risk s
and  u ncertain ties.  Th e follo win g facto rs, amo ng  others discu ssed  h erein , cou ld  cause actual resu lts an d  futu re even ts to  d iffer
m aterially  from  tho se set forth  or co ntem plated in th e forward-lo ok ing  statem en ts: d efaults or n o n-renew al o f leases, in creased 
interest rates an d o peratin g co sts, failu re to  o b tain  n ecessary  o utsid e fin an cin g, d ifficulties in id en tifyin g prop erties to acq uire an d in 
effectin g acq uisitio ns, failu re to  q u alify as a real estate inv estm ent trust un d er th e In ternal R ev en ue Co de of 1 98 6 , as am en ded ,
env iron m en tal u ncertainties, risks related to natural d isasters and  th e costs o f insu rance to pro tect from  su ch  d isasters, finan cial
m arket flu ctu atio ns, chan ges in  real estate an d zon in g law s and  increases in real pro perty tax  rates.  T he su ccess o f th e C om pan y also
d ep en ds up on  th e trend s o f th e eco no m y, includ in g  interest rates, in co me tax law s, g o vern men tal reg ulation , leg islatio n, po pu latio n
chang es an d tho se risk  factors d iscu ssed elsew here in  th is F o rm .  R ead ers are cautio n ed  n ot to  p lace un d ue relian ce on  fo rw ard-
loo king  statements, wh ich  reflect man ag em en t’s an alysis on ly  as the date hereof.  Th e C om pan y assum es n o  o bligation  to  u p date
forward -lo ok ing  statem en ts.  See also  the C o mp an y ’s rep o rts to be filed fro m tim e to  time w ith  th e Secu rities and  E x ch an g e
C om mission  p u rsuant to  th e Secu rities E xchan ge A ct of 1 9 34 .
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TH E DIR EC TOR S A N D STOCKH OLDE R S

E A STG R OUP PR OPE R TIE S,  IN C . :

W e have au dited  the acco m pany in g  con solid ated balan ce sh eets of E astGrou p  P ro perties, Inc. and  su bsid iaries, as o f D ecem b er 3 1,
2 00 1 an d  2 00 0 , an d the related con so lid ated  statements o f in com e, ch an ges in sto ck ho lders’ equ ity  and  cash  flow s fo r each  o f th e
y ears in  the th ree-y ear p erio d end ed  Decemb er 31 , 2 00 1.  T hese co nso lidated  fin ancial statem en ts are th e resp on sibility o f th e
C om pany ’s man ag em en t.  O u r resp o nsib ility  is to exp ress an  o p in io n o n th ese con solid ated fin an cial statements b ased  on  o u r au dits.

W e co nd u cted  o ur au dits in  acco rd ance with au d itin g stand ard s gen erally accep ted in th e U nited  S tates o f A merica.  Th o se
stand ard s req uire th at w e p lan and  p erform the au dit to  ob tain reaso nable assurance abo ut w h ether the financial statem en ts are free o f
m aterial m isstatemen t.  A n au dit includ es ex am in ing , on  a test basis, ev idence sup po rting  th e am o un ts an d disclosures in  th e fin an cial
statemen ts.  An  aud it also in clu des assessin g th e accou n ting  prin cip les u sed an d  sig n ifican t estimates m ad e b y manag em en t, as w ell
as ev alu atin g  the o v erall fin an cial statemen t presentation .  We b eliev e that ou r aud its p ro v id e a reaso n ab le basis for o u r op in ion .

In ou r o pinio n, the co nso lidated  fin ancial statem en ts referred to  ab ov e p resent fairly, in all m aterial resp ects, th e fin an cial
p ositio n  o f E astG ro u p Pro perties, In c. an d sub sid iaries as o f D ecem b er 3 1 , 20 01  an d 2 00 0, an d th e results of th eir o peratio ns an d
their cash  flow s fo r each  o f th e y ears in  th e th ree-y ear perio d end ed  D ecemb er 31 , 2 00 1, in  con formity with  acco u ntin g p rin ciples
g en erally accep ted in th e U nited  S tates o f A merica.

Jackson , M ississipp i  KP MG  L L P
M arch  6 , 2 00 2 
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December 31,

2001 2000

(In thousands, except for share and per share data)

ASSETS
Real estate properties:

Industrial ...................................................................................................................................................................... $          689,760 630,860
Industrial development..................................................................................................................................... 37,504 37,193
Other................................................................................................................................................................................ 7,069 –

734,333 668,053
Less accumulated depreciation................................................................................................................... (92,060) (66,492)

642,273 601,561

Real estate held for sale........................................................................................................................................ 1,907 26,602
Less accumulated depreciation................................................................................................................... (141) (3,628)

1,766 22,974

Mortgage loans ........................................................................................................................................................... 5,515 9,191
Investment in real estate investment trusts......................................................................................... 6,452 8,068
Cash....................................................................................................................................................................................... 1,767 2,861
Other assets.................................................................................................................................................................... 26,009 21,550

TOTAL ASSETS................................................................................................................................................................ $          683,782 666,205

LIABILITIES AND STOCKHOLDERS' EQUITY

LIABILITIES
Mortgage notes payable........................................................................................................................................ $          205,014 168,709
Notes payable to banks ......................................................................................................................................... 86,058 102,000
Accounts payable & accrued expenses...................................................................................................... 12,801 13,792
Other liabilities.............................................................................................................................................................. 7,460 4,615

311,333 289,116

Minority interest in joint ventures................................................................................................................. 1,739 1,697

1,739 1,697

STOCKHOLDERS' EQUITY
Series A 9.00% Cumulative Redeemable Preferred Shares and additional paid-

in capital; $.0001 par value; 1,725,000 shares authorized and issued;
stated liquidation preference of $43,125............................................................................................ 41,357 41,357

Series B 8.75% Cumulative Convertible Preferred Shares and additional paid-
in capital; $.0001 par value; 2,800,000 shares authorized and issued;
stated liquidation preference of $70,000............................................................................................ 67,178 67,178

Series C Preferred Shares; $.0001 par value; 600,000 shares authorized; no
shares issued ............................................................................................................................................................ – –

Common shares; $.0001 par value; 64,875,000 shares authorized;
15,912,060 shares issued at December 31, 2001 and 15,849,318 at
December 31, 2000............................................................................................................................................. 2 2

Excess shares; $.0001 par value; 30,000,000 shares authorized; no shares
issued.............................................................................................................................................................................. – –

Additional paid-in capital on common shares ...................................................................................... 240,197 238,910
Undistributed earnings ........................................................................................................................................... 23,753 28,185
Accumulated other comprehensive income........................................................................................... 1,193 3,104
Unearned compensation........................................................................................................................................ (2,970) (3,344)

370,710 375,392

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY ............................................................... $          683,782 666,205

See accompanying notes to consolidated financial statements.
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Years Ended December 31,
2001 2000 1999

(In thousands, except for per share data)

REVENUES
Income from real estate operations ..........................................................................................  $     100,560 93,906 83,320
Interest:

Mortgage loans ...................................................................................................................................... 481 839 1,123
Other interest ......................................................................................................................................... 560 136 244

Gain on securities..................................................................................................................................... 2,967 2,154 30
Other................................................................................................................................................................... 727 1,068 1,519

105,295 98,103 86,236
EXPENSES

Operating expenses from real estate operations ............................................................ 25,637 22,359 19,941
Interest ............................................................................................................................................................. 17,823 18,570 17,688
Depreciation and amortization....................................................................................................... 27,041 23,449 20,239
General and administrative............................................................................................................... 4,573 5,607 4,519
Minority interest in joint ventures............................................................................................... 350 377 433

75,424 70,362 62,820

INCOME BEFORE GAIN ON REAL ESTATE INVESTMENTS ................................ 29,871 27,741 23,416

   Gain on real estate investments................................................................................................. 4,311 8,771 15,357

INCOME BEFORE CUMULATIVE EFFECT OF CHANGE IN
ACCOUNTING PRINCIPLE............................................................................................................... 34,182 36,512 38,773

   Cumulative effect of change in accounting principle.................................................. – – 418

NET INCOME................................................................................................................................................... 34,182 36,512 38,355

Preferred dividends-Series A........................................................................................................... 3,880 3,880 3,880
Preferred dividends-Series B........................................................................................................... 6,128 6,128 2,246

NET INCOME AVAILABLE TO COMMON STOCKHOLDERS .................................  $     24,174 26,504 32,229

BASIC PER SHARE DATA
   Net income available to common stockholders ..............................................................  $        1.54 1.70 2.01

   Weighted average shares outstanding .................................................................................. 15,697 15,623 16,046

DILUTED PER SHARE DATA
   Net income available to common stockholders ..............................................................  $       1.51 1.68 1.99

   Weighted average shares outstanding .................................................................................. 16,046 15,798 17,362

See accompanying notes to consolidated financial statements.
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Accumulated
Additional Other

Preferred Common Paid–In Unearned Undistributed Comprehensive
Stock Stock Capital Compensation Earnings Income Total

(In thousands, except for share and per share data)

BALANCE, DECEMBER 31, 1998 ............................................................... $   50,999 2 246,340 – 18,076 607 316,024
Comprehensive income
   Net income .................................................................................................              – – – – 38,355 – 38,355
   Net unrealized change in investment securities ...........              – – – – – 61 61

      Total comprehensive income.................................................... 38,416
   Cash dividends declared–common, $1.48 per share.....              – – – – (23,651) – (23,651)

Preferred stock dividends declared ..............................................              – – – – (6,126) – (6,126)
Issuance of 8,009 shares of common stock,

incentive compensation.................................................................... – – 156 – – – 156
Issuance of 16,275 shares of common stock,

dividend reinvestment plan........................................................... – – 295 – – – 295
Issuance of 22,210 shares of common stock,

exercise options...................................................................................... – – 317 – – – 317

Issuance of 2,400,000 shares of Series B preferred...... 57,536 – – – – – 57,536
Purchase of 2,070 common shares.............................................. – – (34) – – – (34)
Purchase of 796,600 common shares, stock

repurchase plan...................................................................................... – – (13,621) – – – (13,621)

BALANCE, DECEMBER 31, 1999 ............................................................... 108,535 2 233,453 – 26,654 668 369,312
Comprehensive income

Net income..................................................................................................      – – – – 36,512 – 36,512
Net unrealized change in investment securities ........... – – – – – 2,436 2,436

Total comprehensive income................................................... 38,948
Cash dividends declared–common, $1.58 per share..... – – – – (24,973) – (24,973)
Preferred stock dividends declared ..............................................             – – – –  (10,008) – (10,008)
Issuance of 9,638 shares of common stock,

incentive compensation.................................................................... – – 174 – – – 174
Issuance of 14,175 shares of common stock,

dividend reinvestment plan........................................................... – – 312 – – – 312
Issuance of 122,250 shares of common stock,

exercise options...................................................................................... – – 1,957 – – – 1,957
Issuance of 181,250 shares of common stock,

incentive restricted stock................................................................ – – 3,716 (3,716) – – –
Amortization of unearned compensation, incentive

restricted stock........................................................................................ – – – 372 – – 372
Repurchase limited partnership units......................................... – – (55) – – – (55)
Purchase of 23,500 common shares...........................................              – – (457) – – – (457)
Purchase of 10,000 common shares, stock

repurchase plan...................................................................................... – – (190) – – – (190)

BALANCE, DECEMBER 31, 2000 ............................................................... 108,535 2 238,910  (3,344) 28,185 3,104 375,392
Comprehensive income

Net income..................................................................................................              – – – – 34,182 – 34,182
Net unrealized change in investment  securities ..........              – – – – –  (1,911) (1,911)

Total comprehensive income................................................... 32,271
Cash dividends declared–common, $1.80 per share.....              – – – –  (28,606) – (28,606)
Preferred stock dividends declared..............................................              – – – –  (10,008) – (10,008)
Issuance of 8,204 shares of common stock,

incentive compensation.................................................................... – – 179 – – – 179
Issuance of 15,788 shares of common stock,

dividend reinvestment plan........................................................... – – 357 – – – 357
Issuance of 40,750 shares of common stock,

exercise options...................................................................................... – – 753 – – – 753
Issuance of 15,000 shares of common stock,

incentive restricted stock................................................................ – – 346 (346) – – –
Forfeiture of 17,000 shares of common stock,

incentive restricted stock................................................................ – – (348) 281 – – (67)
Amortization of unearned compensation, incentive

restricted stock........................................................................................ – – – 439 – – 439

BALANCE, DECEMBER 31, 2001 ............................................................... $ 108,535 2 240,197 (2,970) 23,753 1,193 370,710

See accompanying notes to consolidated financial statements.
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Years Ended December 31,

2001 2000 1999

OPERATING ACTIVITIES
Net income...........................................................................................................................................  $     34,182 36,512 38,355

Adjustments to reconcile net income to net cash provided by
operating activities:

Cumulative effect of change in accounting principle..................................... – – 418
Depreciation and amortization........................................................................................ 27,041 23,449 20,239
Gain on real estate investments, net......................................................................... (4,311) (8,771) (15,357)
Gain on real estate investment trust shares........................................................ (2,967) (2,154) (30)
Amortization of unearned compensation................................................................ 372 372 –
Minority interest depreciation and amortization ............................................... (161)  (158) (241)
Changes in operating assets and liabilities:

Accrued income and other assets............................................................................ (5,004) (568) 786
Accounts payable, accrued expenses and prepaid rent ......................... 1,596 4,334 66

NET CASH PROVIDED BY OPERATING ACTIVITIES..................................... 50,748 53,016 44,236

INVESTING ACTIVITIES
Payments on mortgage loans receivable..................................................................... 4,740 4,124 9,809
Advances on mortgage loans receivable...................................................................... (1,064) (4,609)  (8,186)
Proceeds from sale of real estate investments....................................................... 11,316 17,170  51,090
Real estate improvements....................................................................................................... (6,622) (10,611)  (9,397)
Real estate development .......................................................................................................... (30,735) (40,661)  (45,846)
Purchases of real estate............................................................................................................ (13,804) (13,628)  (56,569)
Purchases of real estate investment trust shares................................................. (5,258) (4,964)  (10,172)
Proceeds from real estate investment trust shares ............................................ 7,931 17,334 292
Changes in other assets and other liabilities............................................................ (1,675) (7,302) 660

NET CASH USED IN INVESTING ACTIVITIES ..................................................... (35,171) (43,147)  (68,319)

FINANCING ACTIVITIES
Proceeds from bank borrowings ......................................................................................... 144,776  182,519 297,226
Principal payments on bank borrowings.......................................................................  (160,718) (175,519) (316,548)
Proceeds from mortgage notes payable....................................................................... 45,000 37,800 47,000
Principal payments on mortgage notes payable....................................................  (8,317)  (17,756)  (21,932)
Debt issuance costs ......................................................................................................................  (486)  (316)  (902)
Distributions paid to stockholders.....................................................................................  (38,279)  (34,710)  (28,245)
Purchases of limited partnership units .......................................................................... –  (705) -
Purchases of shares of common stock........................................................................... –  (647)   (13,655)
Proceeds from exercise of stock options...................................................................... 753 1,957 317
Net proceeds from issuance of shares of preferred stock.............................. – – 57,536
Proceeds from dividend reinvestment plan................................................................ 357 312 295
Other......................................................................................................................................................... 243  (2,600) 2,864

NET CASH PROVIDED BY (USED IN) FINANCING ACTIVITIES .......  (16,671)  (9,665) 23,956

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS ............. (1,094) 204 (127)
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR.............. 2,861 2,657 2,784

CASH AND CASH EQUIVALENTS AT END OF YEAR................................... $       1,767 2,861 2,657

SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid for interest, net of amount capitalized.................................................  $     17,222 17,919 17,236
Debt assumed by the Company in purchase of real estate .......................... – – 1,103
Debt assumed by buyer of real estate........................................................................... 378 – –
Issuance of incentive restricted stock............................................................................ 346 3,716 –
Forfeiture of incentive restricted stock..........................................................................  (348) – –

See accompanying notes to consolidated financial statements.
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DECEMBER 31, 2001, 2000 AND 1999

( 1)   SIG N IFIC A N T A C COU N TIN G  POLIC IES

( a)   Prin ciple s o f  C o n s olidatio n 

T he con solid ated fin an cial statements inclu d e th e accou n ts o f E astG rou p P ro perties, Inc. (th e Co m pany  o r E astGrou p), its
w ho lly-o wn ed  su bsid iaries and  its in vestm en t in an y  join t ventu res.  A t Decem ber 3 1, 2 0 01 , the C om p an y h ad  o ne jo in t v en tu re: th e
8 0%  o wn ed Un iversity  B usiness C enter.  At D ecemb er 31 , 2 00 0 and  1 99 9 , th e C om pan y had  two  jo in t v en tu res: th e 8 0%  o w ned
U niversity  B u siness Center an d the 8 0 % ow ned  IBG  Wieg man  R oad  A ssociates.  Th e C om pan y reco rds 1 0 0%  o f the jo in t ven tu res’
assets, liab ilities, rev enu es an d ex p en ses w ith m in ority  interests p ro vid ed  for in  acco rd an ce with th e joint venture agreem en ts.  All
sig nifican t interco m pany  tran saction s and  acco un ts have been  elim in ated in co nso lidatio n.

( b)   In co me  Taxe s 

E astG ro u p, a Mary lan d co rpo ratio n, h as qu alified  as a real estate in vestm en t tru st (R EIT) un der S ectio ns 8 56 -8 60  o f the In tern al
R ev en ue Co de an d in ten ds to  con tin ue to  q ualify as su ch .  To  main tain its statu s as a R EIT, th e C om pany  is requ ired  to  d istribu te
9 0%  o f its o rdinary  taxab le inco me to  its stockh o ld ers.  T he Co mp an y  h as th e op tio n o f (i) p ay in g  o ut capital g ains to  th e
sto ck ho lders with  n o  tax  to  the Co mp any  o r (ii) treatin g  the capital g ain s as h aving  been  d istrib uted  to  the stockh o ld ers, payin g th e
tax  o n the g ain  d eem ed  d istribu ted  an d allo catin g  the tax paid as a cred it to  th e sto ck ho ld ers.  Th e Co m pany  distrib uted  all of its
2 00 1, 2 0 00  an d 19 99  taxab le inco me to  its stockh o ld ers.  A cco rd in gly , no  prov ision  fo r in co m e tax es w as necessary .

O f th e $ 1.80  per co m mo n share to tal d istrib u tion s p aid in 20 0 1, $ 1.7 04 4 p er share was tax ab le as ordinary in com e fo r fed eral
incom e tax  p u rp oses an d $ .0 95 6 p er sh are rep resen ted a lon g-term 20 %  cap ital gain.  A ll o f the $ 1 .5 8 per share distrib ution s paid in 
2 00 0 an d  the $1 .4 8 p aid in 19 99  were taxable as o rd in ary  inco me for federal inco me tax pu rp o ses.

O f th e $ 2.25  per Series A  p referred share to tal d istrib u tion s p aid in 20 0 1, $ 2.1 30 8 p er share was tax ab le as ordinary in com e fo r
fed eral in co m e tax p urpo ses and  $.11 9 2 per share represented  a lo ng -term  20 % cap ital gain .  All o f th e $ 2.25  per sh are d istribu tio ns
p aid bo th in  20 00  an d 19 9 9 w ere tax ab le as o rd inary  in co me fo r fed eral in co m e tax p urpo ses.

O f th e $ 2.18 8  p er S eries B preferred  sh are total distrib utio n s paid  in  2 0 01 , $2 .07 21  per sh are w as taxab le as o rd in ary  inco me
for fed eral incom e tax  p u rp oses an d $ .1 15 9 p er sh are rep resen ted a lon g-term 20 %  cap ital gain.  A ll o f the $ 2 .1 88  p er sh are
d istrib u tion s p aid in 20 0 0 an d the $ 1 .6 41  p aid  in  1 99 9 w ere tax ab le as o rd inary  in co me fo r fed eral in co m e tax p urpo ses.

T he C om p an y' s incom e d iffers fo r tax  an d fin an cial repo rting  pu rp oses princip ally becau se o f (1) th e tim in g o f th e d ed uctio n
for the prov ision  fo r po ssible losses and  lo sses on  inv estmen ts, (2 ) the timing  of th e reco g nitio n of g ain s o r lo sses fro m th e sale o f
inv estm ents, (3 ) differen t depreciation  m eth od s and  liv es, (4 ) mo rtg ag e loans h aving  a different basis for tax an d fin an cial rep ortin g
p urpo ses, th ereby  p rod ucing  d ifferen t g ains up on  co llectio n o f th ese loan s, and  (5 ) real estate p ro perties h aving  a different b asis for
tax  and  finan cial repo rting  p urp oses.

( c)   In co me  R e co gn itio n 

M in im um  rental in co m e fro m real estate op eration s is recog nized  o n a straig ht-line b asis.
Interest inco me o n m ortg age loan s is reco gn ized b ased  o n  the accrual m eth od  u nless a sig nifican t u ncertainty o f co llectio n 

exists.  If a sig nifican t u ncertainty  exists, in terest incom e is recog nized  as collected.  C ertain mo rtg ag e loan disco un ts are amo rtized
o ver th e liv es of th e lo ans u sin g a m etho d that d oes no t d iffer m aterially from  th e interest m eth od .

T he C om p an y recog nizes g ain s on  sales o f real estate in  acco rdance w ith the p rin ciples set forth  in  S tatem en t o f Fin an cial
A ccou nting  S tan dard s N o. 66  (SF A S 66 ), “A cco un tin g fo r S ales of R eal E state.”  U po n clo sing  of real estate tran saction s, th e
p ro visio ns o f S FA S 6 6 req uire co nsid eration  fo r the tran sfer of rig h ts o f o wn ership to th e p urch aser, receip t o f an  ad eq u ate cash
d ow n pay ment from  th e pu rch aser an d adequ ate con tin uing  in vestm en t b y th e p urch aser.  If th e req u irem en ts fo r recog n izin g  g ains
h av e no t b een  m et, the sale and  related  costs are record ed , b ut the gain  is d eferred  an d recog nized  b y the in stallm ent m eth od  as
collection s are receiv ed .
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( d)   R e al E s tate  Pro pe rtie s 

R eal estate p ro perties are carried  at cost less accum ulated d ep reciation .  Co st in clu des th e carrying  am ou nt of the Co mp any ’s
inv estm ent p lus any  ad ditio nal con sid eratio n  p aid , liab ilities assu m ed , costs o f secu ring  title (no t to  ex ceed fair mark et valu e in the
agg regate) an d im pro vemen ts m ad e sub seq uent to  acqu isition .  Depreciatio n  o f bu ild in g s an d o th er im prov ements, in clu ding 
p erso nal p ro p erty , is co m pu ted u sing  th e straigh t-lin e metho d o ver estim ated usefu l liv es o f g en erally 40  years for b u ildin gs and  3 to 
1 0 years for im prov ements and  p erson al prop erty.  B uild ing  im prov em ents are cap italized , wh ile m ain tenan ce an d repair ex p en ses
are charged to ex pen se as incurred .  Sign ificant reno vatio ns an d im p ro vem en ts th at ex tend  th e usefu l life of or imp rov e the assets are
cap italized.  G eo graph ically, th e Co m pany ’s in vestm en ts are con centrated  in  the majo r sun belt mark et areas o f the sou theastern an d 
sou th western  Un ited  States, p rim arily  in th e states o f C alifo rn ia, F lo rid a, T ex as an d  A rizo n a.

( e )   C apitaliz ed Deve lo pm e n t C o s ts

D urin g the in du strial dev elop men t stage, co sts asso ciated with develop men t (i.e., lan d, con structio n co sts, interest exp ense du rin g
con stru ction , p ro perty  taxes, etc.) are agg reg ated in to  th e total capitalizatio n  o f the p ro p erty .  As th e pro perty b ecom es occu p ied,
interest, dep reciation  an d prop erty tax es fo r th e p ercen tage occu pied on ly is ex pensed as in cu rred.  Wh en th e p ro perty  b eco mes 8 0% 
o ccup ied  o r o ne y ear after co mp letio n  o f th e shell co nstru ction , wh ich ev er co mes first, the prop erty is no  lo ng er co nsid ered a
d ev elop m en t p ro perty  and  beco mes an ind ustrial p rop erty .  Wh en th e p ro perty  b eco mes classified  as an in d ustrial p ro p erty , the en tire
p ro perty  is d ep reciated accordin gly, an d in terest and  p rop erty taxes are ex pensed.

( f )   R e al E s tate  H eld f or Sale 

R eal estate p ro perties th at are cu rrently  o ffered  for sale o r are u n der con tract to sell hav e been sh ow n  sep arately  on  th e co nso lidated 
b alan ce sh eets as “real estate h eld for sale.”  S uch assets are carried at th e low er of curren t carry in g  amo u nt o r fair m arket v alue less
estim ated selling  co sts and  are no t d ep reciated w hile th ey  are held  fo r sale.  A t Decem ber 3 1, 2 0 01 , th e C om p an y had  o ne in du strial
p ro perty  and  tw o parcels of lan d  h eld  for sale.  Th ere can  b e n o assuran ces that such  p ro perties will b e sold .

D urin g 2 00 1, th ree p ro p erties were reclassified  fro m the catego ry  “real estate h eld  for sale” to th e categ o ry  “real estate
p ro perties.”  A s no ted  ab ov e, d epreciatio n is no t record ed  fo r th ose p ro p erties wh ile h eld for sale.  A s such , up on  th e reclassificatio n
o f th ese p ro p erties, d ep reciatio n was adjusted  to  reflect th e carry ing  am ou nt o f these prop erties as if th ey  had nev er b een  classified as
“held  fo r sale.”

( g)   A llo wan ce  f o r Po s s ible  Lo s s e s an d Im pairm e nt Lo ss e s 

T he C om p an y m easu res imp aired  an d restructu red  lo an s at th e p resent valu e o f ex p ected  future cash  flo ws, d iscou nted  at th e lo an ’s
effectiv e in terest rate o r, as a p ractical exp ed ien t, at the lo an ’s mark et price o r the fair v alu e of co llateral if th e loan is co llateral
d ep en den t.

T he C om p an y app lies SF AS  No . 12 1 , “A cco un tin g fo r the Im pairm en t of Lo ng -Lived A ssets and  fo r Lo n g-Lived  A ssets to b e
D ispo sed  O f.”  SF AS  No . 1 21  req u ires th at lo ng -lived assets and  certain identifiab le in tang ibles to  b e h eld and  u sed  b y the C om p an y
b e reviewed for imp airmen t of v alu e w henever even ts o r chang es in  circum stances in dicate th at th e carry ing  am ou nt o f an asset m ay
n ot b e recov erable.  T his statem en t req uires that lon g-liv ed  assets an d certain  id en tifiable intang ib les to b e disp o sed o f be repo rted at
the low er of carryin g am o un t or fair valu e less selling  co sts.

( h )   In ve stm e n t in  R e al E s tate  In ve s tm en t Tru s ts

M arketab le eq uity  secu rities ow n ed  b y  the C o mp an y  are catego rized  as available-for-sale secu rities, as d efin ed by  S F AS  N o . 11 5,
“Acco un tin g for C ertain Inv estm ents in Debt an d E qu ity S ecurities.”  U nrealized  ho ld ing  g ain s an d  losses are reflected  as a n et
amo un t in a sep arate com p on en t o f sto ck ho ld ers’ equ ity u ntil realized.  S in ce th e Co m pany  d id no t exercise sign ificant in fluence
o ver an y  o f its inv estmen ts in R EITs, these in vestm en ts were acco un ted  fo r un der the co st m eth od .  Th e costs of these in v estm en ts
w ere ad justed  to fair market value w ith  an equ ity  adjustment to  acco un t for u nrealized gain s/losses as ind icated ab o ve.
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( i)   De rivative In stru m en ts  an d H edgin g A ctivitie s 

E ffectiv e Jan uary  1 , 2 00 1 , th e C om pan y ad op ted  S F AS  N o. 13 3, “A ccou n ting  fo r Deriv ative Instru men ts and  Hedg ing  A ctivities.”
S FA S No . 1 33  establish es acco un tin g and  rep o rtin g  stand ard s for d erivativ e in strum en ts an d for h edg in g activ ities.  All d eriv atives
are req u ired  to  b e recog n ized  as eith er assets o r liabilities in th e statem en t o f fin an cial po sitio n an d  m easured  at fair v alue.  Ch ang es
in fair valu e are to  b e rep orted  eith er in earnin gs o r o utsid e of earn in g s depen ding  on  the in ten ded use o f the d erivativ e an d the
resultin g desig natio n.  E ntities app lying  h edg e accou nting  are requ ired to estab lish  at the in cep tion  o f the hedg e the m eth od  u sed  to 
assess the effectiv eness of the hedg ing  d erivativ e an d the m easurem ent ap proach  fo r d etermin in g the ineffective asp ect o f the h edg e.
T he C om p an y d id  n ot en gag e in  an y transactio ns in vo lv in g  d erivative or h edg in g instru ments d urin g  any  o f the years p resen ted.

(j)  Cash Equivalents

T he C om p an y con siders all h ig hly  liq u id  inv estmen ts w ith  a m aturity  o f three mo nth s or less w h en  p urchased  to be cash  eq uivalen ts.

( k)   A m o rtiz atio n 

D eb t originatio n co sts are deferred and  amo rtized  u sing  th e straigh t-lin e metho d o ver th e term  o f th e loan .  L easin g com mission s are
d eferred  and  am ortized  u sin g th e straig ht-lin e m etho d o ver the term  o f the lease.

( l)   G o o dwill

In March 1998, EastGroup acquired Ensign Properties, Inc., the largest independent industrial developer in Orlando.  A portion
of the total acquisition price for Ensign included goodwill, which represents the excess of the purchase price and related costs
over the fair value assigned to the net tangible assets.  The Company amortizes goodwill on a straight-line basis over 20 years.
The Company will periodically review the recoverability of goodwill.  The measurement of possible impairment is based
primarily on the ability to recover the balance of the unamortized basis.  In management’s opinion, no material impairment
existed at December 31, 2001, 2000, and 1999.  Amortization expense for goodwill was $61,000 for each of the years ended
December 31, 2001, 2000 and 1999.

( m )   E arn in gs  Pe r Sh are 

T he C om p an y app lies SF AS  No . 12 8  “Earning s P er S h are,” w hich  requ ires co m panies to  p resen t b asic earn in g s per share (E PS ) and 
d iluted  EP S.

B asic E P S rep resents the am ou nt o f earn in gs fo r th e y ear available to  each  sh are o f co m mo n sto ck  o u tstand ing  d u ring  th e
rep ortin g perio d.  T he C o mp an y’s b asic EP S is calcu lated  b y d iv id in g  n et in co me av ailab le to  com m on  shareh old ers by  th e w eigh ted 
average nu mb er of co mm on  sh ares ou tstan ding .

D iluted  EP S rep resen ts th e am ou n t of earn in g s fo r the y ear av ailable to each sh are o f com mo n  sto ck ou tstan din g du rin g th e
p erio d and  to  each share th at w o uld h av e been ou tstan din g assum in g the issu an ce of co mm on  sh ares fo r all d ilu tive p o tential
com mo n shares o utstand in g  d urin g  the repo rting  p eriod .  Th e C om pany ’s diluted  E P S is calculated b y to talin g n et inco me av ailable
to co mm o n sto ck ho ld ers p lus d iv idend s o n dilutiv e con vertible p referred shares and  limited p artn ership (LP ) d iv id en d s an d  d iv id ing 
the sum  by  th e weig h ted average nu mb er of co mm on  sh ares ou tstan ding  plus th e dilutiv e effect o f sto ck  o p tion s related to 
o utstan d in g emp lo yee sto ck op tio ns, L P un its, no n vested  restricted sto ck  an d co n vertible preferred stock , had  the o p tion s o r
con version s b een ex ercised.  Th e d ilu tive effect of sto ck op tio ns an d no n vested  restricted sto ck  was determin ed  u sin g th e treasu ry 
sto ck  m eth od  wh ich assum es ex ercise o f th e o ptio n s as o f the beginn ing  o f the p eriod  or w hen  issu ed , if later, an d assum ing  p ro ceeds
fro m th e exercise o f o ption s are u sed  to pu rch ase com mo n  sto ck at th e av erage m ark et price d urin g  the p eriod .  Th e treasu ry  sto ck
m etho d w as also  u sed  assu ming  co nv ersio n of th e con vertible p referred sto ck .

( n )   Sto ck Bas ed C om pe n satio n
T he C om p an y app lies SF AS  No . 12 3 , “A cco un tin g fo r S to ck -Based  C om pen satio n.”  T h is stan dard  defin es a fair v alu e based 
m etho d o f accou ntin g  for an  emp loy ee stock o ptio n  o r sim ilar eq uity  in strum en t.  C om p an ies are g iven th e cho ice o f either
recog nizin g related  co mp ensatio n  cost b y ad o ptin g  the fair v alu e metho d, or to con tin ue to u se th e in trinsic valu e m etho d  p rescrib ed 
b y Acco u ntin g  P rinciples Bo ard O pinio n No . 2 5 (A P B No . 2 5), “Acco un tin g for S to ck Issued to  Em plo yees,” wh ile sup plem entally
d isclosing  th e pro forma effect on  n et in co m e an d  n et in co me per sh are u sin g th e n ew  measurement criteria.  T he C om p an y elected 
to co ntinu e to fo llo w th e req uirem en ts of A P B No . 2 5, an d according ly, th ere was n o effect o n th e results of op eration s.

T he C om p an y also accou nts for restricted  sto ck in  acco rd ance with AP B  N o. 2 5 , an d  accord in gly , co mp ensation  exp ense is
recog nized  o v er the ex pected vesting  period  usin g  the straig h t-line meth o d.
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( o )   U s e  of  E s tim ate s 

T he p rep aration  o f fin an cial statemen ts in con fo rmity  w ith  acco un tin g princip les g en erally accep ted  in the U n ited  S tates of A merica
req uires m an agement to  m ake estimates and  assu mp tio ns th at affect th e rep orted amo un ts of assets an d liabilities an d  rev enu es an d
exp en ses d uring  the repo rting  p eriod , and  to  d isclo se m aterial co nting en t assets and  liab ilities at the date of the finan cial statem ents.
A ctual results co uld  d iffer fro m  tho se estim ates.

( p)   N e w Acco u ntin g Pro no u n cem e n ts

In Ju ne 20 01 , the F inancial A cco un tin g Stan d ards Bo ard (FA SB ) issued  S FA S  N o. 1 4 1, “B usin ess C om b in atio n s,” and  S FA S  N o.
1 42 , “G o od will an d O th er In tang ible A ssets.”   S F AS  N o. 14 1 req uires that all b u siness co mb inatio ns initiated  after Ju ne 30 , 20 0 1 be
accou nted fo r b y using  th e pu rch ase m etho d o f accou ntin g  and  ad dresses acco un tin g fo r p urch ased g oo dw ill and  other intan g ib les.
S FA S No . 1 42  ad dresses financial acco un ting  an d rep ortin g fo r the im pairm en t of go od w ill an d  o th er in tan gibles an d is effective fo r
fiscal y ears beginn ing  after Decem ber 1 5, 2 0 01 .  Th e Co m pany  had no  bu sin ess co m binatio ns since Jun e 30 , 2 00 1 .  A t D ecem b er 3 1,
2 00 1, th e Co m pany  h ad un amo rtized go o dw ill o f $9 9 0,00 0 resultin g fro m th e acq uisitio n  o f En sig n P ro perties in  1 99 8.  T he
C om pany  perio dically  rev iew s th e reco verability o f go od w ill for p ossib le im pairm en t and  w ill con tin ue to  d o so un der the new
statemen t.  In manag em en t’s o pin io n, no  m aterial im pairm en t o f go od w ill existed  at D ecemb er 31 , 2 00 1.  T he C o mp an y’s curren t
ann ual amo rtization  of g o od will is $ 6 1,00 0.  U po n  ado ption  o f S FA S N o. 1 4 2 in  Janu ary  2 00 2, am ortizatio n  o f g oo dw ill w ill cease.

In June 2001, the FASB issued SFAS No. 143, “Accounting for Asset Retirement Obligations,” effective for financial
statements issued for fiscal years beginning after June 15, 2002.  SFAS No. 143 addresses financial accounting and reporting for
obligations associated with the retirement of tangible long-lived assets and the associated asset retirement costs.  The Company
has evaluated the effect of adopting this statement and believes the effect of adoption would have no impact to its financial
position or results of operation.

In August 2001, the FASB issued SFAS No. 144, “Accounting for the Impairment or Disposal of Long-Lived Assets,”
effective for fiscal years beginning after December 15, 2001.  SFAS No. 144 addresses financial accounting and reporting for the
impairment or disposal of long-lived assets.  The Company’s adoption of this statement in January 2002 is expected to have little
or no effect on the Company’s overall financial statements.  SFAS No. 144 supersedes SFAS No. 121, “Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of” and the accounting and reporting provisions of
Accounting Principles Board Opinion No. 30, “Reporting the Results of Operations––Reporting the Effects of Disposal of a
Segment of a Business, and Extraordinary, Unusual and Infrequently Occurring Events and Transactions.”

( q)   R e clas s if icatio n s 

C ertain  reclassification s h av e b een m ad e in  th e 2 00 0 an d  1 99 9  fin an cial statemen ts to  con fo rm to  th e 20 0 1 presentation .

( 2)   R E AL E STA TE  OWN E D

At December 31, 2001, the Company was offering for sale the Carpenter Distribution Center in Dallas, Texas with a carrying
amount of $993,000 and 6.4 acres of land in the World Houston Business Park with a carrying amount of $773,000.  No loss is
anticipated on the sale of these properties.  The results of operations (after depreciation) for real estate held for sale at December
31, 2001, amounted to $73,000, $62,000 and $41,000, respectively, for the years ended December 31, 2001, 2000, and 1999.  The
results of operations (after depreciation) for real estate held for sale at December 31, 2000, amounted to $1,820,000 and
$1,586,000, respectively, for the years ended December 31, 2000 and 1999.

The Company is currently developing the properties detailed below.  C osts in cu rred in clu de capitalizatio n  o f in terest costs
d urin g the p eriod  o f con structio n.  T he interest co sts cap italized o n real estate pro perties for 20 01  w as $2 ,32 9,00 0  com p ared  to 
$ 2,06 0,0 00  fo r 20 00  an d $ 1,83 4,0 00  fo r 19 99 .

T otal cash  o u tflo ws fo r d ev elop m en t for 2 00 1  w ere $ 32 ,3 4 0,00 0 .  In add ition  to the co sts in curred  for th e 12  mo nths en ded 
D ecem ber 3 1, 20 01  as d etailed  in  the table b elow , d ev elo pm en t costs in clu ded $1 ,64 9,0 00  for im pro vements o n p ro perties
transferred to th e p ortfo lio in  th e 1 2-mo nth  p eriod  follow in g  transfer an d first g en eration  tenan t leasing  co mm issio n co sts o f
$ 1,60 5,0 00 .  Th ese costs are rep orted  in Ind ustrial an d O th er A ssets on  the balan ce sheet, resp ectiv ely.
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Devel o pmen t
Costs I n cu rr e d

Size at 
Compl et i on 

For  t he  12  Mont hs
E nd ed  1 2 /3 1/0 1

Cumul at i ve  as of
1 2/31 /0 1 

E st imat e d
Tot al  Cost s

(Unaudited) (Unaudited)
(Square feet) (In  t hou sand s)

L EASE-UP
  Kyrene II
    T empe,  A rizona......................................................................... 60, 000 $  1, 240 3,049 3,710
  W al den Distri buti o n Center I
    T ampa,  F l orida........................................................................... 90, 000 2,761 3,540 4,240
  T echw ay So uthwest I
    H ousto n,  Texas.......................................................................... 126,000 2,322 4,210 5,040
  S unpo rt Center III
    O rl ando,  Fl orida........................................................................ 66, 000 3,225 3,225 4,000

T otal  Lease-up.................................................................................... 342,000 9,548 14, 024 16, 990

UND ER  CONS TR UCTION

  W orld Ho uston X IV 
    H ousto n,  Texas.......................................................................... 77, 000 2,333 2,333 3,575
  A meri cas 10 B usiness Center I
    El Paso,  Texas............................................................................. 97, 000 2,287 2,287 3,320
  W orld Ho uston X III
    H ousto n,  Texas.......................................................................... 51, 000 1,299 1,299 2,795
  W orld Ho uston X II
    H ousto n,  Texas.......................................................................... 59, 000 532 532 2,932
  Metro  Ai rpo rt Commerce Center I
    Jackso n,  Mi ssissippi .............................................................. 32, 000 326 326 1,700
  T ow er Auto motive
    Jackso n,  Mi ssissippi .............................................................. 170,000 384 384 9,300

T otal  Under Constructi on....................................................... 486,000 7,161 7,161 23, 622

PROSPECTIVE DEVEL OPM ENT
( PR INCI PAL LY LAND )

  Pho eni x,  A rizona.......................................................................... 103,000 1,017 1,254 6,000
  T ucso n, Ari zo na............................................................................ 70, 000 27 326 3,500
  T ampa,  F lo rida............................................................................... 230,000 436 2,271 9,200
  O rl ando,  F l orida............................................................................ 249,000 1,099 2,824 14, 900
  F ort Lauderdale, F lo ri da...................................................... 140,000 2,374 2,374 9,325
  El Paso,  T exas................................................................................. 251,000 1,923 1,923 7,580
  H ousto n,  T exas............................................................................. 1,057,000 (548) 5,044 50, 153
  Jackso n,  Mi ssissi ppi .................................................................. 29, 000 303 303 1,500
T otal  Prospecti ve Develo pment...................................... 2,129,000 6,631 16, 319 102,158

2,957,000           $23,340 37, 504 142,770
COM PL ETED AND  TRANS FER RED  TO
I ND US TR I AL  PR OPER TI ES DUR ING 20 0 1

  Interstate Co mmons II
    Pho eni x,  Arizona...................................................................... 59, 000 $     559 2,768
  Pal m River No rth I & III
    T ampa,  F l orida........................................................................... 116,000 765 5,693
  W estl ake II
    T ampa,  F l orida........................................................................... 70, 000 153 3,495
  B each Co mmerce Center
    Jackso nvi ll e,  F l orida............................................................. 46, 000 345 2,374
  S unpo rt Center II
    O rl ando,  Fl orida........................................................................ 60, 000  3, 106 3,868
  W orld Ho uston X I
    H ousto n,  Texas.......................................................................... 129,000 681 4,402
  Glenmo nt II
    H ousto n,  Texas.......................................................................... 104,000                          233 3,149
  S unpo rt Center I
    O rl ando,  Fl orida........................................................................ 56, 000 (96) 3,026

T otal  T ransferred to  Industri al  ....................................... 640,000 $  5, 746 28, 775
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A  sum mary of gain s (lo sses) o n real estate inv estments for th e years end ed Decem ber 3 1, 2 00 1 , 20 0 0 an d 1 99 9 follo ws:

G ain s  ( Lo s s e s)  o n R e al E s tate  Inve s tme n ts

Net Recognized
Basis Sales Price Gain (Loss)

(In thousands)
2001

Real estate properties:

    Nobel Business Center .....................................................  $   2,113                5,250                    3,137

    West Palm II ............................................................................        1,274                1,350                         76

    109th Street Distribution Center...............................           990                1,232                       242

    West Palm I ..............................................................................        1,463                1,428                      (35)

    Lakeside Distribution Center....................................... 1,165 2,079 914

Other..................................................................................................... - (23) (23)

 $   7,005                11,316                    4,311

2000

Real estate properties:

    LeTourneau Center of Commerce ...........................              $  1,592 1,593 1

    8150 Leesburg Pike–deferred gain ........................ (94) - 94

    La Vista Crossing Apartments....................................                  6,472 14,528 8,056

Estelle land.......................................................................................                     429 1,049 620

             $  8,399 17,170 8,771

1999

Real estate properties:

    8150 Leesburg Pike Office Building.......................              $13,917 28,082 14,165

    2020 Exchange ......................................................................                     867 997 130

    Waldenbooks ...........................................................................                21,360 21,077 (283)

    West Palm write-down.....................................................                     448 - (448)

Mortgage loans:

   Country Club–deferred gain..........................................  (1,127) - 1,127

   Gainesville–deferred gain................................................ (388) - 388

Country Club land purchase-leaseback.....................                     500 500 -

Estelle land.......................................................................................                     137 367 230

LNH land ............................................................................................                      19 137 118

Other.....................................................................................................                         - (70) (70)

            $35,733 51,090 15,357

T he follow in g  sch ed u le in dicates app rox im ate futu re m in imu m ren tal receip ts u nd er n on cancelable leases for th e real estate

p ro perties b y  y ear as of Decemb er 31 , 2 00 1 (in  th ou sand s):

Fu tu re  Min im um  R en tal R e ce ipts  Un de r N o ncan celable Le as e s 

Years E n de d Decembe r  3 1,

2002................................................................................................................................. $    75, 588
2003................................................................................................................................. 61, 684
2004................................................................................................................................. 46, 170
2005................................................................................................................................. 34, 697
2006................................................................................................................................. 25, 180
T hereafter.................................................................................................................. 51, 568
   To tal  mini mum recei pts....................................................................... $ 294,887
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G rou n d Le as e s
As of December 31, 2001, the Company owned two properties in Florida, two properties in Texas, and one property in
Mississippi that are subject to ground leases.  These leases have terms of 40 to 75 years, expiration dates of August 2031 to
November 2076, and renewal options of 15 to 35 years.  Total lease expenditures for the years ended December 31, 2001, 2000
and 1999 were $594,000, $567,000 and $511,000, respectively.  Payments on four of the properties are subject to increases at 5
to 10 year intervals based upon the agreed or appraised fair market value of the leased premises on the adjustment date.  The
following schedule indicates approximate future minimum lease payments for these properties by year as of December 31, 2001
(in thousands):

Fu tu re  Min im um  G ro u n d Le as e Payme n ts 

Years E n de d Decembe r  3 1,

2002................................................................................................................................. $     600
2003................................................................................................................................. 600
2004................................................................................................................................. 600
2005................................................................................................................................. 600
2006................................................................................................................................. 600
T hereafter.................................................................................................................. 17, 203

   To tal  mini mum payments................................................................. $ 20, 203

( 3) MORTG A G E LOA NS R EC E IVABLE 

A  sum mary of mo rtgag e lo ans follow s:

Decembe r  3 1,
2 00 1 2 00 0

(In  t hou sand s)

F irst mo rtgage lo ans:
Industri al  (1 lo an in 2001, 2 l oans in 2000).................................................... $  5 ,5 00 9,174
O ther (1 lo an)..................................................................................................................................... 1 5 17

$  5 ,5 15 9,191

T he w eig hted  av erag e interest rate o n  the C o mp an y ’s m ortgage lo an s for b o th perio ds is app ro x im ately  9 .0 % .  D eferred  gain s
recog nized  o n  the p ayo ff of m ortgage no tes receiv ab le w ere zero  in 2 00 1 and  2 00 0  and  $1 ,5 15 ,00 0 in 19 99 .

( 4)   IN VE STMEN T IN R E AL E STA TE  IN VE STME N T TR U STS

T he inv estmen t in  real estate in vestm en t tru sts (RE IT s) co nsists of th e follo win g:

D ec embe r 3 1, 20 01 Decembe r  3 1, 20 00 

Cost
E st imat e d Fai r

Val ue Cost
E st imat e d Fai r

Val ue 
(In  t hou sand s)

Pacific Gulf Properties...................................................................... $          - 4 87 - 2,983
O ther................................................................................................................... 5 ,2 58 5 ,9 65 4,964 5,085

$  5 ,2 58 6 ,4 52 4,964 8,068

During 2000, the Company received liquidating distributions from Franklin Select Realty Trust and initial liquidating
distributions from Pacific Gulf Properties (PAG).  The liquidating distributions received reduced the basis in these investments to
zero with the remainder recorded as gain on securities in 2000.  During 2001, the Company received additional liquidating
distributions from PAG, which were recorded as realized gains when received.  Final distributions, if any, will also be recorded
as realized gains when received.
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( 5) OTHE R  A SSE TS

The Company’s other assets are comprised of:

Decembe r  3 1,
2 00 1 2 00 0

(In  t hou sand s)

Leasi ng co mmi ssio ns,  net of accumulated amo rti zatio n...................................................................... $   9,31 3 8,177
Recei vables,  net of al lo w ance fo r do ubtful accounts................................................................................ 8 ,4 73 5,673
S ecti on 1031 tax deferred exchange cash escrow s................................................................................... 2 ,0 74 4,027
Prepaid expenses and o ther assets............................................................................................................................... 6 ,1 49 3,673

$  2 6,00 9 21, 550

( 6) N OTE S PAYA BLE TO BA N KS

T he C om p an y h ad  a th ree-y ear $1 5 0,00 0 ,0 00  u n secu red  rev o lv in g  credit facility  w ith  a grou p o f ten  b an ks th at matu red  in Jan uary 
2 00 2 an d  w as refinan ced as sp ecified  belo w. Th e interest rate w as b ased o n th e E urod o llar rate p lus 1 .2 5 % an d  w as 3 .18 75 %  o n
$ 74 ,0 00 ,00 0 at Decem ber 3 1, 2 00 1  and  8.00 % o n $9 2 ,0 00 ,0 0 0 at Decemb er 31 , 2 00 0.  A n u nu sed facility  fee of .2 5%  w as also 
assessed  o n this lo an.

The Company had a one-year $10,000,000 unsecured revolving credit facility with Chase Bank of Texas that matured in
January 2002 and was refinanced as specified below.  The interest rate was based on Chase Bank of Texas, National
Association's prime rate less .75% and was 4.00% on $558,000 at December 31, 2001 and 8.75% on $10,000,000 at December
31, 2000.

The Company had a $15,000,000 unsecured discretionary line of credit with Chase Bank of Texas.  The interest rate for the
line was negotiated at the time of any advances.  At December 31, 2001, the rate for this loan was 3.00% on a balance of
$11,500,000, payable on demand.  At December 31, 2000, the outstanding balance for this loan was zero.

The foregoing three credit facilities matured and were repaid in January 2002.  In January 2002, the Company closed a new
three-year, $175,000,000 unsecured revolving credit facility with a group of ten banks, which was arranged by PNC Bank, N.A.
The interest rate on the facility is based on the Eurodollar rate and varies according to debt-to-total asset value ratios.
EastGroup’s current interest rate for this facility is the Eurodollar rate plus 1.15%.  At the loan closing, EastGroup elected a six-
month interest period for $50,000,000 of its total outstanding line of $84,000,000 with an interest rate of 3.14% and the
remaining $34,000,000 for a one-month period at an interest rate of 3.01%.  The rate on the $34,000,000 is currently reset on a
monthly basis and was last reset on March 8, 2002 at 3.03%.

In January 2002, the Company also secured a one-year $12,500,000 unsecured revolving credit facility with PNC Bank,
N.A. that matures in January 2003.  The interest rate on this facility is based on the LIBOR rate and varies according to debt-to-
total asset value ratios.  EastGroup’s current interest rate for this facility is the LIBOR rate plus 1.075%.

L oan co m mitm ent fees o f $ 37 ,5 00  per y ear were paid in  2 0 01 , 2 00 0 an d  1 99 9 .
A verage bank  b orro w in gs were $ 8 2,89 8 ,0 00  in  2 00 1  com pared  to  $ 10 7,2 21 ,0 0 0 in  2 0 00  w ith  averag e interest rates of 5 .72 %

in 20 01  co mp ared to  7.83 %  in 20 0 0.  A mo rtization  of b an k  loan  costs was $ 26 4,00 0  in b oth 20 0 1 an d  2 00 0.  A verag e in terest rates
inclu din g am o rtization  o f loan costs were 6 .05 % for 2 00 1  and  8.07 % for 2 0 00 .
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( 7) MORTG A G E N OTES PA YABLE 

A  sum mary of mo rtgag e no tes p ay able follo ws:

Bal an ce  at  De ce mb er  31 ,

Prope rt y Rat e
P&I 

Pay me nt 
Mat ur it y 

Dat e

Car ry in g 
Amoun t

O f Se cu r in g
Real Est at e at

1 2/31 /0 1 
2 00 1 2 00 0

(In  t hou sand s)

Northwest Point Business Park...................................................... 7.750% $    32, 857 03/01/01 $              – –  3,837

University Business Center (120 & 130 Cremona)........ 7.450% 74, 235 02/28/02 10,434 8,105  8,380

Estrella Distribution Center.............................................................. 9.250% 23, 979 01/02/03 4,834 2,404 2,461

Deerwood Distribution Center........................................................ 8.375% 16,339 07/01/03 3,254 1,451 1,516

Eastlake Distribution Center............................................................ 8.500% 57,115 07/05/04 9,097 3,819 4,164

56th Street Commerce Park............................................................ 8.875% 21,816 08/01/04 4,436 1,898 1,987

Chamberlain Distribution Center ................................................. 8.750% 21,376 01/01/05 3,614 2,326 2,372

Exchange Distribution Center......................................................... 8.375% 21,498 08/01/05 2,988 2,096 2,175

Westport Commerce Center ............................................................ 8.000% 28,021 08/01/05 5,185 2,790 2,898

LakePointe Business Park.................................................................. 8.125% 81,675 10/01/05 9,323 10,312 10,437

Jetport, JetPort 515 & Jetport 516............................................. 8.125% 33,769 10/01/05 5,242 3,360 3,487

Huntwood Associates ............................................................................ 7.990% 100,250 08/22/06 16,356 11,933 12,172

Wiegman Associates.............................................................................. 7.990% 46,269 08/22/06 8,801 5,507 5,618

World Houston 1 & 2 ............................................................................. 7.770% 33,019 04/15/07 5,646 4,383 4,436

E. University, 7th St, 55th St, and Ethan Allen................... 8.060% 96,974 06/26/07 22,724 11,693 11,905

Lamar II Distribution Center........................................................... 6.900% 16,925 12/01/08 6,248 2,030 2,090

Dominguez, Kingsview, Walnut,
   Washington, Industry and Shaw.............................................

6.800% 358,770 03/01/09 59,626 43,655 44,945

Auburn Facility............................................................................................ 8.875% 64,885 09/01/09 14,725 4,307 4,696

Interstate Distribution, Venture, Stemmons,
   Glenmont, West Loop, Butterfield,
   Founders, and Rojas......................................................................... 7.250% 325,263 05/01/11 49,535 44,619 –
America Plaza, Central Green,
   World Houston 3&4, 5, 6, 7&8, 9...........................................

7.920% 191,519 05/10/11 30,489 26,057 26,282

University Business Center (125 & 175 Cremona)........ 7.980% 88,607 06/01/12 14,321 11,255 11,413

Kyrene Distribution Center............................................................... 9.000% 11,246 07/01/14 2,659 1,014 1,053

North Shore Improvement Bonds............................................... 6.3-7.750% Semiannual 09/02/16 – – 385

$     289,537 205,014 168,709

P rincip al pay ments d ue d u ring  th e nex t five years as of Decem ber 31 , 2 00 1  are as follow s (in  tho u sand s):

2002........................................................................ $13,107
2003........................................................................ 8,975
2004........................................................................ 9,775
2005........................................................................ 23,596
2006........................................................................ 20,039
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 ( 8)   STOC KH OLDE R S’ E QUITY

Manage m en t Ince n tive  Plan - Sto ck Option s / In ce n tive  Awards

In 19 94 , the Co mp an y  ado p ted th e 1 99 4  M an ag ement In centive P lan , an d  the Plan  w as am end ed  in  1 99 9 .  A s amend ed, the Plan 
inclu des sto ck op tio ns (5 0%  v ested  after on e y ear and  th e oth er 5 0%  after two  y ears), an an n ual incen tiv e aw ard  and  restricted sto ck 
award s.

S to ck  o p tion  activity fo r the 1 9 94  p lan  is as fo llo ws:

Years E n de d Decembe r  3 1,
2 00 1 2 00 0 1 99 9

Share s

W ei gh te d 
Ave rage 

E xe rcise  Pri ce Share s

W ei gh te d 
Ave rage 

E xe rcise  Pri ce Share s

W ei gh te d 
Ave rage 

E xe rcise  Pri ce

O utstanding at begi nni ng of year.................................  71 4,92 3 $ 17 .8 01  861, 423 17. 680  645, 633 16. 600
Granted.......................................................................................................  24 ,5 00 2 2.59 1    50,750 20. 766  239, 000 20. 320
Exercised................................................................................................... ( 40 ,7 50 ) 1 8.48 7 (108, 000) 16. 578 (22,210) 14. 340
Expired ........................................................................................................ ( 2,25 0) 2 0.54 2   (89,250) 19. 809   (1, 000) 22. 000
O utstanding at end o f year..................................................   6 96 ,4 2 3 1 7.92 1   714,923 17. 801  861, 423 17. 680

Exercisabl e at end o f year..................................................... 6 47 ,9 23 $ 17 .6 34  575, 798 17. 156  618, 923 16. 640
A vail abl e fo r grant at end of year.................................  18 7,09 5 –  222, 378 – 376,505 –

Pri ce range o f opti o ns:
          Outstandi ng.......................................................................................... $ 12 .6 70 - 23 .4 0 0 12. 670-22. 375 12. 000-22. 375
          Exercised..................................................................................................   1 2.67 0 -2 2.1 25   12. 000-22. 000   12. 000-18. 170
          Exercisabl e.............................................................................................   1 2.67 0 -2 2.3 75   12. 670-22. 375   12. 000-22. 375

T he w eig hted  av erag e con tractual life o f th e o ption s ou tstan d in g as of D ecemb er 31 , 2 00 1 was 5 .5 2  y ears.
T he ann u al in centiv e award prog ram  b egan in  19 95  an d th e C om p en satio n Co m mittee determines award s b ased  on  actu al

fun ds from  o p eratio n s per share (“FF O ”) com p ared  to  g oals set for th e year. T he 20 01 , 2 00 0 and  1 9 99  awards w ere exp ensed  in 
these y ears and  app rox im ated $3 8 2,00 0 , $4 48 ,00 0 and  $ 43 5 ,0 00 , respectively.  Th e awards for each  year w ere p ayable 6 0%  in  cash
and  4 0%  in  stock of th e C om pany .

O n Decem ber 5 , 20 00 , u nd er th e 1 99 4 M an ag em ent In centiv e P lan , th e C om pen sation  Co mm ittee g ran ted  1 81 ,2 5 0 sh ares of
restricted  stock to  all emp lo yees, effectiv e Jan u ary 1, 20 00 .  Th e p urpo se of th e plan is to  act as a retention  d ev ice since it allo w s
p articip an ts to  b en efit fro m div id en d s as w ell as p oten tial sto ck  ap preciatio n.  T he stock p rice on  the gran t d ate w as $ 2 0.50 .  Th e
restricted  p eriod  fo r th e sto ck  is 1 0  y ears an d v esting  is 2 0 % at th e en d  o f th e six th year th ro u gh  the tenth  y ear o r, if certain
p erfo rm ance g oals are ach ieved, vesting  cou ld reach  u p to 40 %  at th e end  of the fo urth year with  10 % at th e end  o f the fifth year
throu gh  th e ten th  y ear.  Th e Co m pany  reco rd ed $3 ,71 6,00 0  as add itio n al p aid -in cap ital wh en  th e shares w ere g ranted , o ffset b y
u nearned  com p en satio n of th e sam e am o un t.  T he u n earn ed  co mp ensatio n  w as dedu cted fro m stock ho ld ers’ eq u ity and  is b eing 
amo rtized 10 %  each y ear o ver th e restricted  perio d.  In  20 01 , 1 5,00 0  add ition al sh ares were gran ted  and  17 ,0 0 0 sh ares were
forfeited.   Co mp en satio n  exp en se fo r the restricted sto ck  w as $3 72 ,00 0 each year fo r b oth 2 00 1 and  2 00 0 .  D u ring  th e restricted 
p erio d, th e C om pany  accru es d iv idend s and  h o ld s the certificates fo r the sh ares; h ow ever, th e em p lo yee can  v o te the sh ares.  Sh are
certificates an d div id en d s will be d elivered  to the emp loy ee as they  v est.

Dire cto rs  Stock Optio n Plan

T he C om p an y h as a D irecto rs S to ck Op tio n Plan, as amend ed in  19 94 , u nd er wh ich an ag g regate of 1 5 0,00 0 shares o f co m mo n sto ck 
w ere reserved  for issu an ce up on  ex ercise of an y o ptio ns gran ted . An  ad ditio nal 1 50 ,0 0 0 sh ares were reserved in 20 00 .  Un d er the
D irecto rs plan, each  N on -E mp loy ee D irecto r is g ran ted  an in itial 7,50 0 o ptio n s an d 2 ,2 50  ad ditio nal o ptio ns on  th e date of an y
A nn ual M eetin g at w h ich the D irector is reelected  to th e B oard.
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S to ck  o p tion  activity fo r the D irecto r plan  is as follo w s:

Years E n de d Decembe r  3 1,
2 00 1 2 00 0 1 99 9

Share s

W ei gh te d 
Ave rage 

E xe rcise  Pri ce Share s

W ei gh te d 
Ave rage 

E xe rcise  Pri ce Share s

W ei gh te d 
Ave rage 

E xe rcise  Pri ce

O utstanding at begi nni ng of year.................................  96 ,0 00 $ 17 .2 31  96,750 15. 780 78, 000 14. 710
Granted.......................................................................................................  13 ,5 00 2 1.40 0  13,500 21. 750 18, 750 20. 250
Exercised................................................................................................... – – (14,250) 11. 695 – –
Expired ........................................................................................................ – – – – – –
O utstanding at end o f year.................................................. 1 09 ,5 00 1 7.74 4 96, 000 17. 231 96, 750 15. 780

Exercisabl e at end o f year..................................................... 1 09 ,5 00 $ 17 .7 44 96, 000 17. 231 96, 750 15. 780
A vail abl e fo r grant at end of year................................. 1 29 ,7 50 – 143,250 – 6,750 –

Pri ce range o f opti o ns:

          Outstandi ng.......................................................................................... $ 11 .2 50 - 21 .7 5 0 11. 250-21. 750 10. 670-20. 625

          Exercised.................................................................................................. –  10.670-14.580 –

          Exercisabl e.............................................................................................   1 1.25 0 -2 1.7 50   11. 250-21. 750  10.670-20.625

T he w eig hted  av erag e con tractual life o f th e o ption s ou tstan d in g as of D ecemb er 31 , 2 00 1 was 5 .9 4  y ears.

Se rie s  A 9. 00%  C um u lative  Re de e mable  Pre fe rre d Sto ck

In June 1998, EastGroup sold 1,725,000 shares of Series A 9.00% Cumulative Redeemable Preferred Stock at $25.00 per share in
a public offering.  The preferred stock, which may be redeemed by the Company at $25.00 per share, plus accrued and unpaid
dividends, on or after June 19, 2003, has no stated maturity, sinking fund or mandatory redemption and is not convertible into
any other securities of the Company.

T he C om p an y d eclared  d iv idend s o f $2 .25  p er sh are o f Series A  P referred for each  y ear in 20 0 1, 2 0 00  and  19 99 .

Se rie s  B 8. 75%  C um u lative  Co n ve rtible Pref e rred Stock

In September 1998, EastGroup entered into an agreement with Five Arrows Realty Securities II, L.L.C. (Five Arrows), an
investment fund managed by Rothschild Realty, Inc., a member of the Rothschild Group, providing for the sale of 2,800,000
shares of Series B 8.75% Cumulative Convertible Preferred Stock at a net price of $24.50 per share.  In Decem ber 1 99 8,
E astG ro u p so ld $1 0,0 00 ,0 0 0 of th e Series B P referred Sto ck  to  F iv e A rrow s.  T he Co mp any  sold  the remain ing  $ 6 0,00 0,0 00  to  F iv e
A rrow s in Sep temb er 19 99 .  In connection with this offering, EastGroup has entered into certain related agreements with Five
Arrows, providing, among other things, for certain registration rights with respect to the Series B Preferred Stock.

The Series B Preferred Stock, which is convertible into common stock at a conversion price of $22.00 per share (3,182,000
common shares), is entitled to quarterly dividends in arrears equal to the greater of $0.547 per share or the dividend on the
number of shares of common stock into which a share of Series B Preferred Stock is convertible.

T he S eries B  Preferred  S tock is no t red eemab le b y  the C o mp an y  at its o ption  p rio r to  th e fifth  an niversary  o f the o rig in al date
o f issu ance o f th e S eries B  P referred  S to ck .  On  an d after Janu ary 1 , 20 0 4, the Series B Preferred Stock  is red eemab le b y  the
C om pany  at its op tio n.  B eg in nin g in  20 04 , the S eries B  Preferred  S tock is redeemable at 10 4 % of par, p lus accrued and  u n paid 
d iv id en d s, d eclin in g  to 1 03 %, 1 0 2%  an d 10 1%  of p ar in  each  su bseq uen t year.  Beg in nin g Janu ary  1 , 2 00 8 and  th ereafter, th e Series
B  P referred S to ck  is redeemable at par.  H o ld ers o f sh ares of th e S eries B  P referred S to ck  have 3 0  d ay s follo w in g the C om p an y’s
w ritten  no tice of redemp tio n to  ex ercise th eir co nv ersio n rig hts.  T he S eries B  Preferred  S tock m ay  b e red eem ed  in p art so lo ng  as th e
initial redem ptio n is fo r n ot less th an  5 0%  of th e ou tstan din g sh ares.

T he C om p an y d eclared  d iv idend s o f $2 .18 8 per share of S eries B Preferred  fo r each year in  2 0 01 , 2 00 0 an d  1 99 9 .
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C o mm o n  Sto ck R e purch ase  Plan 
EastGroup’s Board of Directors has authorized the repurchase of up to 1,500,000 shares of its outstanding common stock.  The
shares may be purchased from time to time in the open market or in privately negotiated transactions.  The Company did not
repurchase any shares during 2001.  Since September 30, 1998, a total of 827,700 shares have been repurchased for $14,170,000
(an average of $17.12 per share) with 672,300 shares still available for repurchase.

Sh are h o lde r Righ ts  Plan 

In December 1998, EastGroup adopted a Shareholder Rights Plan designed to enhance the ability of all of the Company’s
stockholders to realize the long-term value of their investment.  Under the Plan, Rights were distributed as a dividend on each
share of Common Stock (one Right for each share of Common Stock) held as of the close of business on December 28, 1998.  A
Right was also delivered with all shares of Common Stock issued after December 28, 1998 and 1.1364 Rights were delivered
with all shares of EastGroup’s Series B Cumulative Convertible Preferred Stock issued after December 28, 1998.  The Rights
will expire at the close of business on December 3, 2008.

Each whole Right will entitle the holder to buy one one-thousandth (1/1000) of a newly issued share of EastGroup’s Series
C Preferred Stock at an exercise price of $70.00.  The Rights attach to and trade with the shares of the Company’s Common
Stock and Series B Preferred Stock.  No separate Rights Certificates will be issued unless an event triggering the Rights occurs.
The Rights will detach from the Common Stock and Series B Preferred Stock and will initially become exercisable for shares of
Series C Preferred Stock if a person or group acquires beneficial ownership of, or commences a tender or exchange offer which
would result in such person or group beneficially owning 15% or more of EastGroup’s Common Stock, except through a tender
or exchange offer for all shares which the Board determines to be fair and otherwise in the best interests of EastGroup and its
shareholders.  The Rights will also detach from the Common Stock and Series B Preferred Stock if the Board determines that a
person holding at least 9.8% of EastGroup’s Common Stock intends to cause EastGroup to take certain actions adverse to it and
its shareholders or that such holder’s ownership would have a material adverse effect on EastGroup.

If any person becomes the beneficial owner of 15% or more of EastGroup’s Common Stock (except for Five Arrows either
as a result of the ownership of the Series B Preferred Stock or in the event of conversion of the Series B Preferred Stock into
common) and the Board of Directors does not within 10 days thereafter redeem the Rights, or a 9.8% holder is determined by the
Board to be an adverse person, each Right not owned by such person or related parties will then enable its holder to purchase, at
the Right’s then-current exercise price, EastGroup Common Stock (or, in certain circumstances as determined by the Board, a
combination of cash, property, common stock or other securities) having a value of twice the Right’s exercise price.

Under certain circumstances, if EastGroup is acquired in a merger or similar transaction with another person, or sells more
than 50% of its assets, earning power or cash flow to another entity, each Right that has not previously been exercised will entitle
its holder to purchase, at the Right’s then-current exercise price, common stock of such other entity having a value of twice the
Right’s exercise price.

EastGroup will generally be entitled to redeem the Rights at $0.0001 per Right at any time until the 10th day following
public announcement that a 15% position has been acquired, or until the Board has determined a 9.8% holder to be an adverse
person.  Prior to such time, the Board of Directors may extend the redemption period.

Divide n d R e inve s tm e n t Plan 

T he C om p an y h as a d ividen d rein v estm ent p lan  that allow s sto ckh olders to  rein vest cash distrib ution s in  new shares o f th e C om pan y.

Fair Valu e  o f Stock Optio n s

In accordance with SFAS No. 123, the following additional disclosures are required related to options granted after January 1,
1995.  The fair value of each option grant is estimated on the grant date using the Black-Scholes option pricing model with the
following weighted-average assumptions used for 2001, 2000 and 1999, respectively: risk-free interest rates of 4.31%, 5.04%,
and 6.49%; dividend yields of 11.42%, 12.13% and 9.75%; volatility factors of 20.0%, 19.3%, and 17.0%; and expected option
lives of five years for all years presented.
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The Company applies APB No. 25 and related interpretations in accounting for its plans.  Accordingly, no compensation
cost has been recognized for its stock option plans.  Had compensation cost been determined based on fair value at the grant dates
for awards under the plan consistent with the method prescribed by SFAS No. 123, the Company’s net income and net income
per basic share would have been reduced to the pro forma amounts indicated below:

2001 2000 1999
(In thousands, except per share data)

Net income available to common stockholders as reported ........... $ 24,174 26,504 32,229
Net income available to common stockholders pro forma................ 24,107 26,414 32,058
Net income per basic share – as reported.....................................................  1.54  1.70  2.01
Net income per basic share – pro forma......................................................... 1.54 1.69 2.00
Weighted average fair value of options granted during year ......... .68 .55 .97

E arn in gs Pe r Sh are 

T he C om p an y app lies SF AS  No . 12 8 , “E arn in gs Per S hare,” wh ich  req uires co mp an ies to p resent basic E PS  an d diluted  E P S.
R econ ciliatio n of th e nu m erators and  deno min ators in th e b asic an d d iluted EP S com pu tatio ns is as follo w s:

R e co n ciliation  o f N u m erato rs  an d De n om in ato rs 
2 00 1 2 00 0 1 99 9

(In  t hou sand s)
BAS IC EPS COM PUTATI ON

  N umerato r-net i nco me avai labl e to commo n sto ckhol ders ................................................. $  2 4,17 4 26, 504 32, 229
  Denomi nato r-w ei ghted average shares o utstanding................................................................... 1 5,69 7 15, 623 16, 046

D IL UTED  EPS COM PUTATION

  N umerato r-net i nco me avai labl e to commo n sto ckhol ders pl us
    converti bl e preferred sto ck divi dends ($2,246 in 1999) and l i mi ted
    partnershi p distributi ons ($18 i n 2000 and $48 i n 1999)...................................................   $  2 4,1 74 26, 522 34, 523
  Denomi nato r:

    W ei ghted average shares o utstandi ng..................................................................................................... 1 5,69 7 15, 623 16, 046

    Common stock optio ns............................................................................................................................................... 1 64 147 112

    N onvested restricted sto ck..................................................................................................................................... 1 85 13 -
    Limi ted partnershi p uni ts ......................................................................................................................................... - 15 32
    Converti ble preferred sto ck................................................................................................................................... - - 1,172

       T otal  Shares ......................................................................................................................................................................  16 ,0 46  15,798  17,362

T he S eries B  Preferred  S tock, w h ich is co nv ertib le in to  co mm o n stock  at a con version  price o f $2 2 .0 0 per share, w as no t
inclu ded  in the com p utation  o f d iluted earn ing s p er share fo r the y ears end ed  D ecemb er 31 , 2 00 1 and  2 00 0  d ue to  its an tid ilutiv e
effect.

C o mpre h en s ive In co m e 

C om preh ensiv e incom e com p rises n et in co me p lus all other chan ges in  eq uity from  no no w ner so u rces.  Th e com po n en ts o f
com preh ensiv e incom e for 20 01 , 2 00 0 and  1 99 9  are presen ted  in  the C o mp an y ’s C on solid ated Statemen ts o f C hang es in 
S to ck ho lders’ E qu ity .  T h e un realized  chang e in inv estm ent secu rities is net of realized gains o n  real estate inv estment trust securities
inclu ded  in n et inco me as sho wn  belo w :

2 00 1 2 00 0 1 99 9
(In  t hou sand s)

O ther co mprehensi ve inco me:
     Unreali zed hol ding gai ns duri ng the perio d..................................................................................................................... $  1 ,0 56       4, 590 91
     Less reclassifi cati o n adjustment for gains i ncluded i n net i nco me....................................................... ( 2,96 7) (2, 154) (30)

N et unreal ized change in investment securiti es.................................................................................................................. ( $1 ,9 11 )       2, 436      61
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( 9)   QU AR TE R LY R E SU LTS OF OPE R A TION S – U N AU DITE D

2001
Quarter Ended

2000
Quarter Ended

Mar 31 Jun 30 Sep 30 Dec 31 Mar 31 Jun 30 Sep 30 Dec 31
                                                       (In thousands, except per share data)

Revenues................................................  $  24,774 26,357 27,695       26,469      23,141 23,606       24,601        26,755

Expenses................................................. (17,961) (18,646) (19,085) (19,732) (16,177) (17,211) (17,667)     (19,307)
Income before gain (loss) on
   real estate investments......... 6,813 7,711 8,610 6,737 6,964 6,395 6,934 7,448
Gain (loss) on real estate
   investments..................................... - 3,455 (35)         891 1 620 94         8,056

Net income............................................        6,813 11,166 8,575 7,628        6,965 7,015 7,028 15,504

Preferred dividends ........................ (2,502) (2,502) (2,502) (2,502) (2,502) (2,502) (2,502) (2,502)
Net income available to
   common stockholders....... $     4,311 8,664 6,073 5,126       4,463 4,513 4,526 13,002

BASIC PER SHARE DATA
Net income available to
   common stockholders ............. $       0.28 0.55 0.39 0.33         0.29 0.29 0.29 0.83
Weighted average shares
   outstanding...................................... 15,673 15,692 15,702 15,719 15,569 15,624 15,643 15,656

DILUTED PER SHARE DATA
Net income available to
   common stockholders .............  $      0.27 0.53 0.38 0.32         0.28 0.29 0.29 0.76
Weighted average shares
   outstanding...................................... 16,029 19,208 16,045 16,084 15,732 15,785 15,828 19,022

The  abov e qu art er ly  earn i ng s pe r  shar e calcu lati ons are  base d  on th e  wei g ht ed  av er ag e  n umbe r  of common share s out st and in g  d ur in g  e ach  q uart e r for  b asic earn i ng s
p er  shar e an d  t he  we ig ht e d av er age  n u mb er  of  out stand in g  common  shar es an d common sh are  e qu i vale n ts d ur i ng  e ach  q uar te r for  d il u te d ear ni ng s p er  sh ar e.  The 
ann ual ear ni n gs p er  sh ar e  cal cu l at ion s in  t h e Con soli dat ed  St at emen t s of  In come  ar e based  on  t he  we ig ht e d av e rage  n u mb er  of  common  sh ar es ou tstan di ng  d u ri ng  each 
y ear for  b asi c earn i ng s per  shar e an d  t he  we ig ht e d av er age  n u mb er  of  out stand in g  common  shar es an d common sh are  e qu i vale n ts d ur i ng  e ach  y ear  f or  di lu te d  e ar n in gs
p er  shar e.

The  Ser i es B Pr ef er r ed  St ock, wh ich is conv e rt ib l e in to common st ock , was i nclu d ed  i n  t he  comp ut ati on  of  d il u te d ear ni ng s p er  sh ar e for  t he  qu ar t er s en d ed  Ju ne 
3 0, 2 00 1  and  De ce mb e r 31 , 2 00 0 due  t o i ts d i lu ti v e ef fe ct in  su ch  q u ar te r s.

( 10)   FA IR  VA LU E  OF FINA N C IAL IN STR U MEN TS

T he follow in g  tab le presents th e carrying  am ou nts and  estimated  fair v alu es o f the C o mp an y’s fin ancial instru ments at Decem ber 3 1,
2 00 1 an d  2 00 0 .  S FA S  N o. 10 7, “D isclo su res A bo ut Fair V alu e o f Finan cial In stru m en ts,” defin es th e fair valu e o f a fin an cial
instrum ent as the am ou nt at w hich th e instru ment co uld b e ex chang ed  in  a cu rren t tran sactio n  b etw een willing  parties.

2001 2 00 0
Car ry in g 
Amoun t

Fair
Value

Car ry in g 
Amount

Fai r
Value

(In  t hou sand s)

F inanci al Assets
   Cash and cash equival ents.................................... $       1,7 67 1 ,7 67 2,861 2,861
   Investment i n real estate
      i nvestment trusts........................................................ 6 ,4 52 6 ,4 52  8, 068 8,068
   Mo rtgage l oans receivabl e..................................... 5 ,5 15 5 ,5 17 9,191 9,193
F inanci al Li abi li ti es
   Mo rtgage notes payabl e........................................... 2 05 ,0 14 2 10 ,5 14 168,709 175,592
   No tes payabl e to  banks............................................ 8 6,05 8 8 6,05 8 102,000 102,000

Car ry in g  amou nt s sh own  i n  t he  t abl e are  i ncl ud ed  in  t he  balan ce  she e t un d er  t he  in di cat ed  capt ion s.

T he follow in g  m etho d s an d  assum p tion s w ere u sed to estim ate fair value o f each class of fin ancial instru ments:
C ash an d  C ash  E qu iva lents:  T he carryin g am ou n ts ap prox im ate fair v alu e becau se o f the sh ort m aturity  o f tho se in stru m en ts.
Investm ent in  R ea l E state Investment Trusts: Th e carry in g  amo un t is the fair v alu e of th is eq uity  in vestm en t based  o n  q uo ted 

m arket p rices.
M ortg ag e L oa n s:  T he fair v alu e of perfo rm in g m ortg age loan s is eith er estim ated  u sin g d isco un ted  cash  flo w s at cu rren t

interest rates fo r loans with  similar terms an d m aturities o r b ased  on  th e estim ated  valu e o f th e u nd erlying  co llateral adjusted  for th e
b orro wer’s p aym en t h isto ry an d fin an cial stren gth .  T he Co mp any  h as no  n on perfo rm in g  loans fo r the p eriod s p resented.
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M ortg ag e N otes Pa ya b le: Th e fair value o f the C o mp an y’s m ortgage n o tes p ay ab le is estimated  b ased on  th e qu o ted market
p rices for similar issues o r by  disco un ting  ex pected cash flo ws at the rates cu rrently offered  to  the C o mp an y  for d ebt o f the same
rem ainin g maturities, as ad vised  b y the C om p an y' s b an kers.

N o tes Pa yab le to  B an ks: Th e carry in g  amo un ts ap p ro ximate fair valu e b ecause of th e v ariable rates of in terest on  th e deb t.

( 11)   SE GME N T R E PORTIN G

T he C om p an y app lies SF AS  No . 13 1 , “D isclo su res ab ou t Seg ments o f an  En terprise and  R elated Inform atio n.”  Th is statement
estab lishes stand ard s fo r the repo rting  o f inform atio n abo ut op erating  segm en ts in  an nu al an d in terim  financial statem en ts.  Op eratin g
seg ments are defined  as com po nen ts o f an en terprise for wh ich  sep arate financial info rm atio n  is availab le th at is ev aluated  reg u larly 
b y th e chief op erating  d ecision  makers in  d ecidin g ho w to allocate resou rces an d  in assessin g perfo rm an ce.

EastGroup has one reportable segment––industrial properties.  These properties are concentrated in major sunbelt regions
of the United States and have similar economic characteristics and also meet the other criteria that permit the industrial properties
to be aggregated into one reportable segment.  The Company’s chief decision makers use two primary measures of operating
results in making decisions, such as allocating resources:  property net operating income (PNOI), defined as real estate operating
revenues less real estate operating expenses (before interest expense and depreciation), and funds from operations (FFO), defined
as net income (loss) (computed in accordance with generally accepted accounting principles (GAAP)), excluding gains or losses
from sales of depreciable real estate property, plus real estate related depreciation and amortization, and after adjustments for
unconsolidated partnerships and joint ventures.  Effective January 1, 2000, NAREIT clarified the definition of FFO to include
gains from sales of nondepreciable real estate (land).  The Company uses FFO as a measure of the performance of its industry as
an equity real estate investment trust.  FFO is not considered as an alternative to net income (determined in accordance with
GAAP) as an indication of the Company’s financial performance or to cash flows from operating activities (determined in
accordance with GAAP) as a measure of the Company’s liquidity, nor is it indicative of funds available to fund the Company’s
cash needs, including its ability to make distributions.  The table below presents on a comparative basis for the three fiscal years
reported PNOI, followed by reconciliations of PNOI to FFO and FFO to net income.

2 00 1 2 00 0 1 99 9
(In  t hou sand s)

PROPERTY R EVENUES 
    Industri al ................................................................................................................................................. $   99 ,0 7 0   90, 176  77,677
    O ther............................................................................................................................................................ 1 ,4 90 3,730 5,643

1 00 ,5 60 93, 906 83, 320
PROPERTY EXPENS ES 
    Industri al ................................................................................................................................................. ( 25 ,1 83 ) (21,055) (17,723)
    O ther............................................................................................................................................................ ( 45 4) (1, 304) (2, 218)

( 25 ,6 37 ) (22,359) (19,941)
PROPERTY NET OPER ATI NG I NCOME
    Industri al ................................................................................................................................................. 7 3,88 7 69, 121 59, 954
    O ther............................................................................................................................................................ 1 ,0 36 2,426   3,425

TOTAL  PR OPER TY NET OPERATING INCOM E ............................................................ 7 4,92 3 71, 547 63, 379

Gai n on securities.................................................................................................................................. 2 ,9 67 2,154 30
Gai n on no ndepreciable real  estate i nvestments.............................................. - 620 -
O ther i nco me.............................................................................................................................................. 1 ,7 68 2,043 2,886
Interest expense..................................................................................................................................... ( 17 ,8 23 ) (18,570) (17,688)
General  and administrati ve expense............................................................................... ( 4,57 3) (5, 607) (4, 519)
Minority i nterest i n earnings..................................................................................................... ( 51 1) (535) (674)
Dividends on Seri es A preferred shares...................................................................... ( 3,88 0) (3, 880)  (3,880)
Limited partnership unit di stri butio ns............................................................................ - 18         48

FUNDS  FR OM  OPER ATIONS ......................................................................................................... 5 2,87 1 47, 790 39, 582

Depreci ati on and amo rtizati on............................................................................................... ( 27 ,0 41 ) (23,449) (20,239)
S hare o f j oi nt venture depreciatio n and amo rti zatio n................................ 1 61 158 241
Gai n on depreci able real  estate investments......................................................... 4 ,3 11 8,151    15,357
Limited partnership unit di stri butio ns............................................................................ - (18) (48)
Dividends on Seri es B co nvertibl e preferred shares..................................... ( 6,12 8) (6, 128) (2, 246)
Cumul ati ve effect o f change i n accounti ng princi ple .................................... - - (418)

NET I NCOME AVAI LABL E TO COM MON STOCKH OL DERS .............................. 2 4,17 4 26, 504 32, 229
Dividends on preferred shares............................................................................................... 1 0,00 8 10, 008 6,126

NET I NCOME................................................................................................................................................. $   34 ,1 8 2   36, 512   38, 355
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2 00 1 2 00 0 1 99 9
(In  t hou sand s)

ASS ETS
    Industri al ................................................................................................................................................. $ 72 7,26 4 668,053 616,078
    O ther............................................................................................................................................................ 7 ,0 69 -       6, 919

7 34 ,3 33 668,053 622,997
      Less accumulated depreciatio n.................................................................................. ( 92 ,0 60 ) (66,492)  (46, 829)

6 42 ,2 73 601,561 576,168

   Real estate hel d fo r sal e ........................................................................................................ 1 ,9 07 26, 602 18, 051
      Less accumul ated depreci ati on.................................................................................. ( 14 1) (3, 628)  (4,750)

1 ,7 66 22, 974 13, 301

   Mortgage l oans................................................................................................................................... 5 ,5 15 9,191 8,706
   Investment i n real estate investment trusts..................................................... 6 ,4 52 8,068 15, 708
   Cash................................................................................................................................................................ 1 ,7 67 2,861 2,657
   Other assets........................................................................................................................................... 2 6,00 9 21, 550  15,611

TOTAL  AS SETS ........................................................................................................................................... $ 68 3,78 2 666,205 632,151

R EAL ES TATE INVES TM ENT CAPI TAL EXPEND ITUR ES 
   Acqui si ti o ns ............................................................................................................................................ $   13 ,8 0 4   13, 628   57, 672
   Devel opments...................................................................................................................................... 3 0,73 5 40, 661 45, 846

( 12)   A C C OUN TIN G C H AN G E 

Organ iz ation  Co sts

In Ap ril 1 99 8 , Statement of P osition  (S OP ) N o. 9 8 -5 , “R epo rting  o n the C o sts of Start-U p Activ ities,” w as issued.  T his S OP 
p ro vides g uid an ce o n  the financial repo rtin g  o f start-u p  costs an d o rg an ization  co sts, an d req uires that these co sts b e exp en sed  as
incurred  effectiv e for fiscal y ears b eg in nin g after D ecemb er 15 , 19 9 8.  U namo rtized o rg an ization  co sts o f $4 1 8,00 0 w ere w ritten  off
in first q uarter 19 9 9 an d  accou n ted for as a cum u lative effect of a ch an g e in  acco un tin g princip le.  Th e acco un ting  ch an g e redu ced 
b asic an d diluted  earn in g s per share $.03  an d $.0 2, resp ectiv ely, in  1 99 9 .

( 13)   R E LA TE D PA R TY TR AN SA C TION S

E astG ro u p an d  P arkw ay Pro perties, In c. cu rrently  sh are the serv ices an d exp en ses o f the C om p an y' s C hairm an  o f the B o ard and  h is
adm in istrativ e assistant.

In Ju ly  19 99 , E astG rou p acq uired  the remain ing  2 5 % ow nersh ip  in terests in  Jetpo rt Co m merce P ark and  5 6th Street Co mm erce
P ark in  Tamp a fro m o ur p artner, an  o fficer o f th e C om pan y, A n th on y J. Bru no , fo r $ 3,5 88 ,0 00  givin g th e C om pan y 10 0%  ow nersh ip 
o f th ese two  co mp lex es.
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Stockholders Information
CORPORATE HEADQUARTERS REGIONAL OFFICES

300 One Jackson Place 7003 Presidents Drive 2200 East Camelback Road
188 East Capitol Street Suite 800 Suite 210
Jackson, MS 39201 Orlando, FL 32809 Phoenix, AZ 85016
601-354-3555 (phone) 407-251-7075 (phone) 602-840-8600 (phone)
601-352-1441 (fax) 407-854-7167 (fax) 602-840-8602 (fax)
www.eastgroup.net 

REGISTRAR AND TRANSFER AGENT

Stockholders with questions concerning stock certificates, account information, dividend payments or stock transfers 
should contact EastGroup’s transfer agent:

EquiServe Trust Company, N.A.
Post Office Box 2500
Jersey City, NJ 07303-2500
800-446-2617 (U.S. and Canada)
201-324-0498 (Outside U.S. and Canada)
201-222-4955 (Hearing Impaired)
www.equiserve.com

DIVIDEND REINVESTMENT PLAN

EastGroup Properties’ Dividend Reinvestment Plan is a simple and convenient way to buy shares of EastGroup Properties
common stock shares by reinvesting dividends without a brokerage commission. If you hold common stock shares registered 
in your name, questions pertaining to the Plan should be directed to the Transfer Agent. If your common stock shares are 
not registered in your name but held in your brokerage account, contact your brokerage firm or other nominee for more 
information.

ANNUAL MEETING

The annual stockholders meeting of EastGroup Properties will be held at 9:00 a.m. (CDT) on Wednesday, May 29, 2002, 
at the EastGroup offices in Jackson, Mississippi.

AUDITORS

KPMG LLP
1100 One Jackson Place
188 East Capitol Street
Jackson, MS 39201

LEGAL COUNSEL

Jaeckle, Fleischmann & Mugel, LLP
Fleet Bank Building
Twelve Fountain Plaza
Buffalo, NY 14202

STOCK MARKET INFORMATION MEMBER

New York Stock Exchange (NYSE) National Association of Real Estate
Ticker Symbol: EGP Investment Trusts

A copy of the annual report filed with the Securities and Exchange Commission on Form 10-K is available without charge upon written
request to the Company’s Secretary, Post Office Box 22728, Jackson, MS 39225-2728.

www.eastgroup.net

52



DIRECTORS D. Pike Aloian   New York, NY; Director since 1999; Managing Director of Rothschild Realty, Inc. Alexander G. Anagnos  New York,

NY; Director since 1994; Financial Advisor with W. R. Family Associates H. C. Bailey, Jr. Jackson, MS; Director since 1980; President and Chairman,

H. C. Bailey Company (Real Estate Development and Investment) Hayden C. Eaves III  Pasadena, CA; Director since 2002; Managing Director of

Investment Development Services, Inc. in Los  Angeles; Private Real Estate Investor Fredric H. Gould  New York, NY; Director since 1998; General

Partner, Gould Investors LP David H. Hoster II  Jackson, MS; President and Director since 1993; Chief Executive Officer since 1997 David M. Osnos

Washington, D. C.; Director since 1993; Attorney and Senior Partner in the law firm of Arent, Fox, Kintner, Plotkin & Kahn Leland R. Speed  Jackson,

MS; Director since 1978; Chief Executive Officer from 1983 to 1997, Chairman of the Board since 1983; Chairman of the Board, Parkway Properties, Inc.

OFFICERS David H. Hoster II President, Chief Executive Officer and

Director N. Keith McKey, CPA  Executive Vice President, Chief Financial Officer,

Secretary and Treasurer Bruce Corkern, CPA Senior Vice President and

Controller William D. Petsas Senior Vice President John F. Coleman Senior

Vice President Jann W. Puckett Vice President Brent W. Wood Vice

President Anthony A. Rufrano Vice President Bill Gray, CPA Vice President 



E A S T G R O U P  P R O P E R T I E S  

P O S T  O F F I C E  B OX  2 2 7 2 8  

JACKSON, MS 39225-2728 

W W W . E A S T G R O U P . N E T




