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PART 1. FINANCIAL INFORMATION
Item 1. Financial Statements

VORNADO REALTY TRUST
CONSOLIDATED BALANCE SHEETS

(UNAUDITED)

(Amounts in thousands, except share and per share amounts)

ASSETS

Real estate, at cost:

Land

Buildings and improvements

Development costs and construction in progress

Leasehold improvements and equipment

Total

Less accumulated depreciation and amortization

Real estate, net

Cash and cash equivalents

Restricted cash

Marketable securities

Accounts receivable, net of allowance for doubtful accounts of $38,900 and $32,834
Investments in partially owned entities, including Alexander s of $151,901 and $137,305
Investment in Toys R Us

Mezzanine loans receivable, net of allowance of $46,700

Receivable arising from the straight-lining of rents, net of allowance of $6,067 and $5,773
Deferred leasing and financing costs, net of accumulated amortization of $179,700 and $168,714
Assets related to discontinued operations

Due from officers

Other assets

LIABILITIES, REDEEMABLE NONCONTROLLING INTERESTS

AND SHAREHOLDERS EQUITY

Notes and mortgages payable

Convertible senior debentures

Senior unsecured notes

Exchangeable senior debentures

Revolving credit facility debt

Accounts payable and accrued expenses

Deferred credit

Deferred compensation plan

Deferred tax liabilities

Other liabilities

Total liabilities

Commitments and contingencies

Redeemable noncontrolling interests:

Class A units 14,999,038 and 14,627,005 units outstanding
Series D cumulative redeemable preferred units 11,200,000 units outstanding
Series B convertible preferred units 444,559 units outstanding
Total redeemable noncontrolling interests

Shareholders equity:

Preferred shares of beneficial interest: no par value per share; authorized 110,000,000
shares; issued and outstanding 33,952,324 and 33,954,124 shares
Common shares of beneficial interest: $.04 par value per share; authorized,

250,000,000 shares; issued and outstanding 158,278,305 and 155,285,903 shares
Additional capital

March 31,
2009

$ 4,569,734
12,467,651
846,790
120,175
18,004,350
(2,253,005 )
15,751,345
1,625,450
400,147
298,352
175,645
792,724
388,405
471,982
619,706
304,381
108,295
13,153
699,342

$ 21,648,927

$ 8,824,247
2,232,874
536,468
479,773
658,468
497,930
741,465
63,523
19,884
126,207
14,180,839

612,071
280,000
15,238

907,309

823,717

6,301
6,434,715

December
31,
2008

$ 4,517,558
12,154,857
1,088,356
118,603
17,879,374
(2,168,997 )
15,710,377
1,526,853
375,888
334,322
201,566
790,154
293,096
472,539
592,903
306,847
108,292
13,185
692,026

$ 21,418,048

$ 8,835,387
2,221,743
617,816
478,256
358,468
515,607
764,774
69,945
19,895
143,527
14,025,418

882,740
280,000
15,238
1,177,978

823,807

6,195
6,025,976
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Earnings less than distributions (1,069,607 ) (1,047,340 )
Accumulated other comprehensive loss 46,797 ) (6,899 )
Total Vornado shareholders equity 6,148,329 5,801,739
Noncontrolling interests in consolidated subsidiaries 412,450 412,913
Total equity 6,560,779 6,214,652

$ 21,648,927 $ 21,418,048
See notes to consolidated financial statements.
3
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VORNADO REALTY TRUST
CONSOLIDATED STATEMENTS OF INCOME

(UNAUDITED)

(Amounts in thousands, except per share amounts)

REVENUES:

Property rentals

Tenant expense reimbursements

Fee and other income

Total revenues

EXPENSES:

Operating

Depreciation and amortization

General and administrative

Costs of acquisitions not consummated
Total expenses

Operating income

Income applicable to Alexander s
Income applicable to Toys R Us
Loss from partially owned entities
Interest and other investment income, net

Interest and debt expense (including amortization of deferred

financing costs of $4,059 and $4,243)
Income before income taxes

Income tax (expense) benefit

Income from continuing operations

Income from discontinued operations, net (including $112,690 net gain

on sale of Americold Realty Trust)

Net income

Less: Net income attributable to noncontrolling interests, including unit distributions
Net income attributable to Vornado

Preferred share dividends

NET INCOME attributable to common shareholders

INCOME PER COMMON SHARE BASIC:
Income from continuing operations

Income from discontinued operations

Net income per common share

INCOME PER COMMON SHARE DILUTED:
Income from continuing operations

Income from discontinued operations

Net income per common share

DIVIDENDS PER COMMON SHARE

See notes to consolidated financial statements.

For The Three Months Ended
March 31,

2009

553,130
98,134
30,750
682,014

279,376
132,119
79,069

490,564
191,450
18,133
97,147
(7,543
14,059

(151,766
161,480
(5,049
156,431

156,431
16,321
140,110
(14,269
125,841
0.80

0.80

0.79
0.79

0.95

)

)
)

2008

533,434
87,160
28,688
649,282

261,251
130,610
49,385

2,283
443,529
205,753
7,929

80,362
(30,353 )
14,104

(157,457 )
120,338
217,329
337,667

112,081
449,748
45910
403,838
(14275 )
389,563

1.87
0.63
2.50

1.79
0.59
2.38

0.90
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VORNADO REALTY TRUST

CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

(UNAUDITED)

(Amounts in thousands, Earnings in

except per share amounts) Excess of
Preferred Common  Additional (Less Than)
Shares Shares Capital Distributions

Balance, December 31, 2007 $825,095 $6,140 $ 5,278,717 $(721,625

Cumulative effect of change in

accounting principle 212,395 (35,552

Balance, January 1, 2008 825,095 6,140 5,491,112 (757,177

Net income (loss) 403,838

Dividends paid on common shares (138,030

Dividends paid on Preferred Shares (14,277

Conversion of Series A Preferred

shares to common shares (1,025 ) 1 1,024

Deferred compensation shares

and options (1 ) 2,688

Common shares issued:

Under employees share

option plan 11 10,461
Upon redemption of Class A

Operating Partnership Units, at

redemption value 9 18,762
In connection with dividend

reinvestment plan 584
Change in unrealized net loss

on securities available for sale

Adjustments to redeemable Class A

Operating Partnership Units 51,060

Other 919 )

Balance, March 31, 2008 $824,070 $6,160 $5,574,772  $(505,646
Balance, December 31, 2008 $823,807 $6,195 $6,025,976  $(1,047,340
Net income (loss) 140,110
Dividends paid on common shares 110 88,453 (147,678
Dividends paid on Preferred Shares (14,269

Conversion of Series A Preferred
shares to common shares (90 ) 90
Deferred compensation shares and

options 2 23,288
Common shares issued:

Under employees share
option plan (14 ) 505 (435
Upon redemption of Class A

Operating Partnership Units, at
redemption value 8 10,938

Change in unrealized net loss

on securities available for sale
13,722

Accumulated

Other

Non-

Comprehensive controlling Total

Income (Loss) Interests

) $ 29,772
)
) 29,772
)
)

(10,537

9,714
) $ 9,521

) $ (6,899

(39,305

$416,298

416,298
(2,420

)
$413,878

) $412,913
(463

)

)

Equity
$ 5,834,397

176,843
6,011,240
401,418
(138,030
(14,277

2,687

10,472

18,771

584

(10,537

51,060
(10,633
$6,322,755

$6,214,652
139,647
(59,115
(14,269

23,290

56

10,946

(39,305
13,722

)
)

)

)

)
)
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Surrender of 2008 equity awards on

March 31, 2009

Adjustments to redeemable Class A

Operating Partnership Units
Other
Balance, March 31, 2009

271,856
(113 ) 5 (593
$823,717 $6,301 $6,434,715  $(1,069,607 ) $ (46,797

See notes to consolidated financial statements.

)
) $412,450

271,856
(701
$6,560,779

)
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VORNADO REALTY TRUST

CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)
For The Three Months Ended
March 31,
(Amounts in thousands) 2009 2008
Cash Flows from Operating Activities:
Net income $ 156,431 $ 449,748
Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization (including amortization of deferred financing costs) 136,178 156,955
Equity in income of partially owned entities, including Alexander s and Toys (107,737 ) (92,529
Write-off of unamortized costs from the voluntary surrender of equity awards 32,588
Amortization of below market leases, net (17,982 ) (23,264
Straight-lining of rental income (27,138 ) (22,050
Distributions of income from partially owned entities 8,381 9,978
Other non-cash adjustments 19,522 2,401
Net gain on early extinguishment of debt (5,905 )
Reversal of H Street of deferred tax liability (222,174
Net gain on sale of Americold (112,690
Write-off of real estate joint ventures development costs 34,200
Net loss on derivative positions 18,362
Impairment loss marketable securities 9,073
Costs of acquisitions not consummated 2,283
Net gains on sale of real estate (580
Changes in operating assets and liabilities:
Accounts receivable, net 7,469 3,686
Accounts payable and accrued expenses 14,887 46,443
Other assets (40,320 ) (50,270
Other liabilities (6,562 ) 12,003
Net cash provided by operating activities 169,812 221,575
Cash Flows from Investing Activities:
Development costs and construction in progress (132,529 ) (106,688
Additions to real estate (38,916 ) (50,838
Restricted cash (27,298 ) 866
Proceeds from sales of real estate and real estate related investments 20,858 199,331
Purchases of marketable securities (9,882 ) (830
Investments in partially owned entities (9,582 ) (74,552
Proceeds from sales of, and return of investment in, marketable securities 7,835 174
Distributions of capital from partially owned entities 7,504 22,163
Proceeds received from repayment of notes and mortgage loans receivable 3,593 19,099
Deposits in connection with real estate acquisitions © ) (1,623
Acquisitions of real estate and other (4,874
Investments in notes and mortgage loans receivable (4,632
Net cash used in investing activities (178,426 ) (2,404

See notes to consolidated financial statements.

~— O~ —
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VORNADO REALTY TRUST
CONSOLIDATED STATEMENTS OF CASH FLOWS - CONTINUED

(UNAUDITED)

(Amounts in thousands)
Cash Flows from Financing Activities:

Proceeds from borrowings

Repayments of borrowings
Dividends paid on common shares
Purchase of outstanding Series G Preferred Units

Dividends paid on preferred shares

Distributions to noncontrolling interests

Debt issuance costs

Proceeds from exercise of share options and other

Net cash provided by financing activities

Net increase in cash and cash equivalents

Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period

Supplemental Disclosure of Cash Flow Information:
Cash payments for interest (including capitalized interest of $4,716 and $16,219)
Cash payments for income taxes

Non-Cash Transactions:

Adjustments to redeemable Class A Operating Partnerships units

Conversion of Class A Operating Partnership units to common shares, at redemption value
Dividends paid in common shares

Unit distributions paid in Class A units

Unrealized net loss on securities available for sale

See notes to consolidated financial statements.

For The Three Months

Ended March 31,

2009 2008
353,856 956,499
(138,291 ) (605,342
(59,115 ) (138,030
(24,330 )

(14,269 ) (14,292
(10,514 ) (28,308
(94 ) (13,526
(32 ) 10,307
107,211 167,308
98,597 386,479
1,526,853 1,154,595

$ 1,625,450 $ 1,541,074

$ 132,208 $ 135,872

$ 1,150 $ 1,800

$ 271,856 $ 51,060
10,946 18,771
88,563
8,213
39,305 10,537

13
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VORNADO REALTY TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(UNAUDITED)

1. Organization

Vornado Realty Trust ( Vornado ) is a fully-integrated real estate investment trust ( REIT ) and conducts its business through Vornado Realty L.P.,

a Delaware limited partnership (the Operating Partnership ). Vornado is the sole general partner of, and owned approximately 90.4% of the

common limited partnership interest in, the Operating Partnership at March 31, 2009. All references to we, us, our, the Company and Vornad
refer to Vornado Realty Trust and its consolidated subsidiaries, including the Operating Partnership.

Substantially all of Vornado s assets are held through subsidiaries of the Operating Partnership. Accordingly, Vornado s cash flow and ability to
pay dividends to its shareholders is dependent upon the cash flow of the Operating Partnership and the ability of its direct and indirect
subsidiaries to first satisfy their obligations to creditors.

2. Basis of Presentation

The accompanying consolidated financial statements are unaudited. In our opinion, all adjustments (which include only normal recurring
adjustments) necessary to present fairly the financial position, results of operations and changes in cash flows have been made. Certain
information and footnote disclosures normally included in financial statements prepared in accordance with accounting principles generally
accepted in the United States of America ( GAAP ) have been condensed or omitted. These condensed consolidated financial statements have
been prepared in accordance with the instructions to Form 10-Q of the Securities and Exchange Commission (the SEC ) and should be read in
conjunction with the consolidated financial statements and notes thereto included in our Annual Report on Form 10-K for the year ended
December 31, 2008, as filed with the SEC. The results of operations for the three months ended March 31, 2009 are not necessarily indicative of
the operating results for the full year.

The accompanying consolidated financial statements include the accounts of Vornado and the Operating Partnership, as well as certain partially
owned entities in which we own more than 50%, unless a partner has shared board and management representation and substantive participation
rights on all significant business decisions, or 50% or less when (i) we are the primary beneficiary and the entity qualifies as a variable interest
entity under Financial Accounting Standards Board ( FASB ) Interpretation No. 46 (Revised)onsolidation of Variable Interest Entities ( FIN
46R ), or (ii) when we are a general partner that meets the criteria under Emerging Issues Task Force ( EITF ) Issue No. 04-5. All significant
inter-company amounts have been eliminated. Equity interests in partially owned entities are accounted for under the equity method of
accounting if they do not meet the criteria for consolidation and we have the ability to exercise significant influence over the operating and
financial policies of the company. Generally an ownership interest of 20% or more is sufficient to demonstrate the ability to exercise significant
influence. When partially owned investments are in partnership form, the 20% threshold for equity method accounting is generally reduced to
3% to 5%, based on our ability to influence the operating and financial policies of the partnership. Investments accounted for under the equity
method are initially recorded at cost and subsequently adjusted for our share of the net income or loss and cash contributions and distributions to
or from these entities. Investments in partially owned entities that do not meet the criteria for consolidation or for equity method accounting are
accounted for on the cost method.

We have made estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses during the reporting periods.
Actual results could differ from those estimates.

On January 1, 2009, we adopted FASB Staff Position APB 14-1, Accounting for Convertible Debt Instruments that may be Settled in Cash upon

Conversion (Including Partial Cash Settlement) ( FSP 14-1 ). FSP 14-1 was required to be applied retrospectively. Accordingly, net income for
the quarter ended March 31, 2008 has been adjusted to include $8,400,000 of additional interest expense, net of amounts attributable to

14
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noncontrolling interests. In addition, in accordance with FASB Statement No. 128, Earnings Per Share ( SFAS 128 ), we have included
2,762,000 additional common shares resulting from the March 12, 2009 common share dividend in the computation of income per share
retroactively to the quarter ended March 31, 2008. Furthermore, certain prior year balances have been reclassified in order to conform to current
year presentation as a result of the adoption of FASB Statement No. 160, Noncontrolling Interests in Consolidated Financial Statements - An

Amendment of ARB No. 51 ( SFAS 160 ).

15



Edgar Filing: VORNADO REALTY TRUST - Form 10-Q

VORNADO REALTY TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
(UNAUDITED)

3.  Recently Issued Accounting Literature

On January 1, 2009, we adopted FSP 14-1, which was required to be applied retrospectively. The adoption of FSP 14-1 affected the accounting

for our convertible and exchangeable senior debentures by requiring the initial proceeds from their sale to be allocated between a liability
component and an equity component in a manner that results in interest expense on the debt component at our nonconvertible debt borrowing

rate on the date of issue. The initial debt components of our $1.4 billion Convertible Senior Debentures, $1 billion Convertible Senior

Debentures and $500 million Exchangeable Senior Debentures were $1,241,286,000, $926,361,000 and $457,699,000, respectively, based on

the fair value of similar nonconvertible instruments issued. The aggregate initial debt discount of $212,395,000 after original issuance costs
allocated to the equity component was recorded in additional capital as a cumulative effect of change in accounting principle in our consolidated
statement of shareholders equity. We are amortizing the discount using the effective interest method over the period the debt is expected to
remain outstanding (i.e., the earliest date the holders may require us to repurchase the debentures), as additional interest expense. Accordingly,
interest expense for the quarter ended March 31, 2008 has been adjusted to include $9,300,000 of amortization in the aggregate, or $8,400,000,

net of amounts attributable to noncontrolling interests. Amortization for periods prior to December 31, 2007 (not presented herein) aggregating
$35,552,000 have been reflected as a cumulative effect of change in accounting principle in earnings in excess of (less than) distributions on our
consolidated statement of changes in equity. Below is a summary of the financial statement effects of implementing FSP 14-1 and related
disclosures.

$1.4 Billion Convertible
Senior Debentures

$1 Billion Convertible
Senior Debentures

$500 Million Exchangeable

Senior Debentures
(Amounts in thousands, except per

share amounts) March 31, December 31, March 31, December 31, March 31, December 31,
Balance Sheet: 2009 2008 2009 2008 2009 2008
Principal amount of liability
component $1,382,700  $ 1,382,700 $ 989,800 $ 989,800 $ 499,982 $ 499,982
Unamortized discount (98,878 ) (106,415 ) (40,748 ) (44,342 ) (20,209 ) (21,726 )
Carrying amount of liability
component $1,283,822  $ 1,276,285 $ 949,052 $ 945,458 $ 479,773 $ 478,256
Carrying amount of equity
component $130,714 $ 130,714 $ 53,640 $ 53,640 $ 32,301 $ 32,301
March 31, March 31, March 31,

Income Statement: 2009 2008 2009 2008 2009 2008
Coupon interest $9,852 $ 9,975 $ 8,970 $ 9,063 $ 4,844 $ 4,844
Discount amortization —original issue 1,351 1,400 981 1,012 359 411
Discount amortization FSP 14-1
implementation 6,180 5,823 2,609 2,427 1,159 1,028

$17,383 $ 17,198 $ 12,560 $ 12,502 $ 6,362 $ 6,283
Effective interest rate 5.45 %5.45 %5.32 %5.32 %5.32 %5.32 %
Maturity date (period through which
discount is being amortized) 4/1/12 11/15/11 4/15/12
Conversion price per share, as
adjusted 159.04 $ 150.22 $ 88.20
Number of shares on which the
aggregate
consideration to be delivered upon
conversion is determined M m 5,669

16
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In accordance with FSP 14-1, we are required to disclose the conversion price and the number of shares on which the aggregate
consideration to be delivered upon conversion is determined (principal plus excess value.) Our convertible senior debentures require the
entire principal amount to be settled in cash, and at our option, any excess value above the principal amount may be settled in cash or
common shares. Based on the March 31, 2009 closing share price of our common shares and the conversion prices in the table above, there
was no excess value; accordingly, no common shares would be issued if these securities were settled on this date. The number of common
shares on which the aggregate consideration to be delivered upon conversion is 8,694 and 6,589 common shares, respectively.

17
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VORNADO REALTY TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(UNAUDITED)

3. Recently Issued Accounting Literature - continued

In December 2007, the FASB issued Statement No. 141R, Business Combinations ( SFAS 141R ). SFAS 141R broadens the guidance of SFAS
141, extending its applicability to all transactions and other events in which one entity obtains control over one or more other businesses. It also
broadens the fair value measurement and recognition of assets acquired, liabilities assumed, and interests transferred as a result of business
combinations; and acquisition related costs will generally be expensed rather than included as part of the basis of the acquisition. SFAS 141R
expands required disclosures to improve the ability to evaluate the nature and financial effects of business combinations. SFAS 141R became
effective for all transactions entered into on or after January 1, 2009. The adoption of SFAS 141R on January 1, 2009 did not have any effect on
our consolidated financial statements.

In December 2007, the FASB issued SFAS 160. SFAS 160 requires a noncontrolling interest in a subsidiary to be reported as equity and the
amount of consolidated net income specifically attributable to the noncontrolling interest to be identified in the consolidated financial
statements. SFAS 160 also calls for consistency in the manner of reporting changes in the parent s ownership interest and requires fair value
measurement of any noncontrolling equity investment retained in a deconsolidation. SFAS 160 became effective on January 1, 2009. The
adoption of SFAS 160 on January 1, 2009, resulted in (i) the reclassification of minority interests in consolidated subsidiaries to noncontrolling
interests in consolidated subsidiaries, a component of permanent equity on our consolidated balance sheets, (ii) the reclassification of minority
interest expense to net income attributable to noncontrolling interests, on our consolidated statements of income, and (iii) additional disclosures,
including a consolidated statement of changes in equity in quarterly reporting periods.

In March 2008, the FASB issued Statement No. 161, Disclosures about Derivative Instruments and Hedging Activities —an Amendment of
FASB Statement No. 133 ( SFAS 161 SFAS 161 requires enhanced disclosures related to derivative instruments and hedging activities,
including disclosures regarding how an entity uses derivative instruments, how derivative instruments and related hedged items are accounted
for under SFAS 133, and the impact of derivative instruments and related hedged items on an entity s financial position, financial performance

and cash flows. SFAS 161 became effective on January 1, 2009. The adoption of SFAS 161 on January 1, 2009 did not have a material effect on
our consolidated financial statements.

In June 2008, the FASB ratified EITF Issue 07-5, Determining Whether an Instrument (or Embedded Feature) Is Indexed to an Entity s Own
Stock ( EITF 07-5 ). Paragraph 11(a) of SFAS 133 specifies that a contract that would otherwise meet the definition of a derivative but is both

(a) indexed to the Company s own stock and (b) classified in stockholders equity in the statement of financial position would not be considered a
derivative financial instrument. EITF 07-5 provides a new two-step model to be applied in determining whether a financial instrument or an
embedded feature is indexed to an issuer s own stock and thus able to qualify for the SFAS 133 paragraph 11(a) scope exception. EITF 07-5 is
effective on January 1, 2009. The adoption of this standard on January 1, 2009, did not have any effect on our consolidated financial statements.

In June 2008, the FASB issued FSP EITF 03-6-1, Determining Whether Investments Granted in Share-Based Payment Transactions are
Farticipating Securities ( FSP 03-6-1 ). FSP 03-6-1 requires companies to treat unvested share-based payment awards that contain non-forfeitable
rights to dividends or dividend equivalents as participating securities and include such securities in the computation of earnings per share
pursuant to the two-class method as described in FASB Statement No. 128, Earnings Per Share ( SFAS 128 ). FSP 03-6-1 became effective on
January 1, 2009 and required all prior period earnings per share data presented, to be adjusted retroactively. The adoption of FSP 03-6-1 on
January 1, 2009 did not have a material effect on our computation of income per share.
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VORNADO REALTY TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(UNAUDITED)

4. Fair Value Measurements

FASB Statement No. 157, Fair Value Measurements ( SFAS 157 ) defines fair value and establishes a framework for measuring fair value. The
objective of fair value is to determine the price that would be received upon the sale of an asset or paid to transfer a liability in an orderly

transaction between market participants at the measurement date (the exit price). SFAS 157 establishes a fair value hierarchy that prioritizes
observable and unobservable inputs used to measure fair value into three levels: Level 1  quoted prices (unadjusted) in active markets that are
accessible at the measurement date for assets or liabilities; Level 2 observable prices that are based on inputs not quoted in active markets, but
corroborated by market data; and Level 3 unobservable inputs that are used when little or no market data is available. The fair value hierarchy
gives the highest priority to Level 1 inputs and the lowest priority to Level 3 inputs. In determining fair value, we utilize valuation techniques
that maximize the use of observable inputs and minimize the use of unobservable inputs to the extent possible as well as consider counterparty
credit risk in our assessment of fair value. Financial assets and liabilities measured at fair value in our consolidated financial statements consist
primarily of (i) marketable securities and (ii) the assets of our deferred compensation plan (primarily marketable securities and equity
investments in limited partnerships), for which there is a corresponding liability on our consolidated balance sheets. Financial assets and
liabilities measured at fair value as of March 31, 2009 are presented in the table below based on their level in the fair value hierarchy.

Fair Value Hierarchy

(Amounts in thousands) Total Level 1 Level 2 Level 3
Marketable securities $ 79,175 $ 79,175 $ $

Deferred compensation plan assets 63,523 31,097 32,426
Interest rate caps (included in other assets) 48 48

Total assets $ 142,746 $ 110,272 $ 48 $ 32,426
Deferred compensation plan liabilities $ 63,523 $ 31,097 $ $ 32,426

The fair value of Level 3 deferred compensation plan assets represents equity investments in certain limited partnerships, for which there is a
corresponding Level 3 liability to the plan s participants. The following is a summary of changes in Level 3 deferred compensation plan assets
and liabilities, for the three months ended March 31, 2009.

Purchases,
Total Realized/ Sales, Other Ending
Beginning Unrealized Settlements and
(Amounts in thousands) Balance Losses Issuances, net Balance
For the three months ended $ 34,176 $ (1,496 ) $ (254 ) $ 32426

March 31, 2009

11
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VORNADO REALTY TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(UNAUDITED)

5.  Investments in Partially Owned Entities

Toys R Us( Toys )

As of March 31, 2009, we own 32.7% of Toys. We account for our investment in Toys under the equity method and record our 32.7% share of
Toys income of loss on a one-quarter lag basis because Toys fiscal year ends on the Saturday nearest January 31, and our fiscal year ends on
December 31. The business of Toys is highly seasonal. Historically, Toys fourth quarter net income accounts for more than 80% of its fiscal year
net income. As of March 31, 2009, the carrying amount of our investment in Toys does not differ materially from our share of the equity in the

net assets of the parent company.

Below is a summary of Toys latest available financial information on a purchase accounting basis.

(Amounts in millions) Balance as of

Balance Sheet: January 31, 2009 November 1, 2008
Total Assets $ 11,500 $ 12,410
Total Liabilities $ 10,285 $ 11,481
Total Equity $ 1,215 $ 929

For the Quarterly Period Ended

Income Statement: January 31, 2009 February 2, 2008
Total Revenues $ 5,461 $ 5,827
Net Income $ 291 $ 240

Alexander s, Inc. ( Alexander s ) (NYSE: ALX)

As of March 31, 2009, we own 32.4% of the outstanding common stock of Alexander s. We manage, lease and develop Alexander s properties
pursuant to agreements, which expire in March of each year and are automatically renewable. As of March 31, 2009, Alexander s owed us
$44,130,000 in fees under these agreements.

Based on Alexander s March 31, 2009 closing share price of $170.38, the market value ( fair value pursuant to SFAS 157) of our investment in
Alexander s is $281,820,000, or $129,919,000 in excess of the carrying amount on our consolidated balance sheet.
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As of March 31, 2009, the carrying amount of our investment in Alexander s exceeds our share of the equity in the net assets of Alexander s by
approximately $35,874,000. The majority of this basis difference resulted from the excess of our purchase price for the Alexander s common
shares acquired over the book value of Alexander s net assets. Substantially all of this basis difference was allocated, based on our estimates of
the fair values of Alexander s assets and liabilities, to their real estate (land and building). We are writing-off the basis difference related to the
buildings into earnings as additional depreciation expense over their estimated useful lives. This depreciation is not material to our share of
equity in Alexander s net income or loss. The basis difference related to the land is not being written-off and will be recognized upon disposition
of our investment.

12
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VORNADO REALTY TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(UNAUDITED)

5.  Investments in Partially Owned Entities - continued

Lexington Realty Trust ( Lexington ) (NYSE: LXP)

As of March 31, 2009, we own 16,149,592 Lexington common shares, or approximately 16.1% of Lexington common equity. Pursuant to the

guidance in APB Opinion No. 18, The Equity Method of Accounting for Investments in Common Stock, we account for our investment in
Lexington under the equity method because we believe we have the ability to exercise significant influence over Lexington s operating and
financial policies, based on, among other factors, our representation on Lexington s Board of Trustees and the level of our ownership in
Lexington as compared to that of other shareholders. We record our pro rata share of Lexington s net income or loss on a one-quarter lag basis
because we file our consolidated financial statements on Form 10-K and 10-Q prior to the time that Lexington files its financial statements.

As of March 31, 2009, the carrying amount of our investment in Lexington was less than our share of the equity in the net assets of Lexington by
approximately $148,000,000. This basis difference resulted primarily from $107,882,000 of non-cash impairment charges we recognized in

2008 based on our conclusion that the decline in the value of Lexington s common shares was other-than-temporary. The remainder of the basis
difference related to purchase accounting for our acquisition of an additional 8,000,000 common shares of Lexington in October 2008, of which
the majority relates to our estimate of the fair values of Lexington s real estate (land and building) as compared to their carrying amounts in
Lexington s consolidated financial statements. We are writing-off the basis difference related to the buildings into earnings as additional
depreciation expense over their estimated useful lives. This depreciation is not material to our share of equity in Lexington s net income or loss.
The basis difference attributable to the land is not written-off and will be recognized upon disposition of our investment.

Based on Lexington s March 31, 2009 closing share price of $2.38, the market value ( fair value pursuant to SFAS 157) of our investment in
Lexington was $38,436,000, or $39,274,000 below the carrying amount of $77,710,000, or $4.81 per share, on our consolidated balance sheet.
We have concluded that, as of March 31, 2009, the decline in the value of our investment in Lexington is not other-than-temporary.

The following is a summary of Lexington s financial information as of December 31, 2008 and September 30, 2008 and for the three months
ended December 31, 2008 and 2007.

(Amounts in millions)

Balance Sheet: December 31, 2008 September 30, 2008
Total assets $ 4,106 $ 4,294

Total liabilities $ 2,707 $ 3,370

Total equity $ 1,399 $ 924

For the Three Months Ended

Income Statement: December 31, 2008 December 31, 2007
Total revenue $ 105 $ 119

(Loss) income from continuing operations $@ ) $2

Net (loss) income $ (18 ) $24
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VORNADO REALTY TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(UNAUDITED)

5.  Investments in Partially Owned Entities - continued

The carrying amount of our investments in partially owned entities and income (loss) recognized from such investments are as follows:

Investments:
(Amounts in thousands) Balance as of
March 31, 2009 December 31, 2008
Toys $ 388,405 $ 293,096
Partially Owned Office Buildings $ 155,677 $ 157,468
Alexander s 151,901 137,305
India Real Estate Ventures 88,432 88,858
Lexington 77,710 80,748
Other Equity Method Investments 319,004 325,775
$ 792,724 $ 790,154
Our Share of Net Income (Loss): For the Three Months
(Amounts in thousands) Ended March 31,
Toys: 2009 2008
32.7% share of equity in net income $ 95,294 $ 78355
Interest and other income 1,853 2,007
$ 97,147 $ 80,362
Alexander s:
32.4% share in 2009 and 32.7% in 2008:
Equity in net income before reversal (accrual) of stock appreciation
rights compensation expense $ 3,855 $ 5,127
Reversal (accrual) of stock appreciation rights compensation expense 11,105 (205 )
Equity in net income 14,960 4,922
Management and leasing fees 1,893 2,127
Development fees 1,280 880
$ 18,133 $ 7,929
Lexington 16.1% in 2009 and 7.5% in 2008 share of equity in net (loss)
income (see page 13) $ (3,039 ) $ 1,827
India Real Estate Ventures 4% to 36.5% share of equity in net loss (137 ) (414)
Other © (4,367 ) (31,766 @
$ (7,543 ) $ (30,353 )

(1) Includes our equity in net earnings of partially owned entities including partially owned office buildings in New York and Washington, DC,

the Monmouth Mall, Dune Capital LP, Verde Group LLC and others.

25



Edgar Filing: VORNADO REALTY TRUST - Form 10-Q

(2) Includes $34,200 of non-cash charges for the write-off of our share of certain partially owned entities development costs.
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VORNADO REALTY TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(UNAUDITED)

5. Investments in Partially Owned Entities - continued

Below is a summary of the debt of our partially owned entities as of March 31, 2009 and December 31, 2008, none of which is recourse to us.

(Amounts in thousands)
Toys (32.7% interest) (as of January 31, 2009 and November 1, 2008, respectively):
$1.3 billion senior credit facility, due 2010, (6.14% at March 31, 2009)

$2.0 billion credit facility, due 2010, LIBOR plus 1.00% 3.75%

($103,000 reserved for outstanding letters of credit)
Mortgage loan, due 2010, LIBOR plus 1.30% (1.86% at March 31, 2009)

$804 million secured term loan facility, due 2012, LIBOR plus 4.25%

(4.80% at March 31, 2009)

Senior U.K. real estate facility, due 2013, with interest at 5.02%

7.625% bonds, due 2011 (Face value  $500,000)

7.875% senior notes, due 2013 (Face value  $400,000)

7.375% senior notes, due 2018 (Face value  $400,000)

4.51% Spanish real estate facility, due 2013

$181 million unsecured term loan facility, due 2013, LIBOR plus 5.00%

(5.55% at March 31, 2009)

Japan bank loans, due 2011 2014, 1.20% 2.80%

Japan borrowings, due 2011 (weighted average rate of 1.05% at March 31, 2009)
6.84% Junior U.K. real estate facility, due 2013

4.51% French real estate facility, due 2013

8.750% debentures, due 2021 (Face value  $22,000)

Other

Alexander s (32.4% interest):

731 Lexington Avenue mortgage note payable collateralized by the office space,

due in February 2014, with interest at 5.33% (prepayable without penalty after December 2013)
731 Lexington Avenue mortgage note payable, collateralized by the retail space,

due in July 2015, with interest at 4.93% (prepayable without penalty after December 2013)
Kings Plaza Regional Shopping Center mortgage note payable, due in June 2011,

with interest at 7.46% (prepayable without penalty after December 2013)

Rego Park mortgage note payable, due in March 2012,

(prepayable without penalty after June 2009) W
Rego Park construction loan payable, due in December 2010, LIBOR plus 1.20%
(1.70% at March 31, 2009)

Paramus mortgage note payable, due in October 2011, with interest at 5.92%
(prepayable without penalty)

Lexington (16.1% interest) (as of December 31, 2008 and September 30, 2008, respectively)
Mortgage loans collateralized by the trust s real estate,

100% of

Partially Owned Entities Debt

March 31,
2009

$1,300,000

800,000

797,000
514,000
486,900
377,900
335,900
168,000

180,000
172,000
18,000
91,000
81,000
21,000
92,000
5,434,700

370,960

320,000

198,449

78,246

195,082

68,000
1,230,737
2,383,407

December 31,
2008

$ 1,300,000

367,000
800,000

797,000
568,000
486,000
377,000
335,000
167,000

180,000
158,000
289,000
101,000
81,000
21,000
73,000
6,100,000

373,637

320,000

199,537

78,386

181,695

68,000
1,221,255
2,486,370
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due from 2009 to 2037, with a weighted average interest rate of 5.58%
at December 31, 2008 (various prepayment terms)

€8 On March 10, 2009, the $78,246 outstanding balance of the Rego Park I mortgage loan, which was scheduled to mature in June
2009, was repaid and simultaneously refinanced in the same amount. The loan bears interest at 75 basis points and is secured by the
property and is 100% cash collateralized. The proceeds of the new loan were placed in a non-interest bearing restricted mortgage
escrow account.

15
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VORNADO REALTY TRUST

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(UNAUDITED)
5. Investments in Partially Owned Entities - continued
100% of
(Amounts in thousands) Partially Owned Entities Debt at
March 31, December 31,
Partially owned office buildings: 2009 2008

Kaempfer Properties (2.5% and 5.0% interests in two partnerships) mortgage notes payable,

collateralized by the partnerships real estate, due from 2011 to 2031, with a weighted average interest

rate of 5.63% at March 31, 2009 (various prepayment terms) $ 142,600$ 143,000
100 Van Ness, San Francisco office complex (9% interest) up to $132 million construction loan

payable, due in July 2013, LIBOR plus 2.75% with an interest rate floor of 6.50% and interest rate cap

of 7.00% 85,249 85,249
330 Madison Avenue (25% interest) up to $150,000 mortgage note payable, due in June 2015, LIBOR

plus 1.50% with interest at 2.03% 70,000 70,000
Fairfax Square (20% interest) mortgage note payable, due in August 2009, with interest at 7.50% 62,490 62,815
Rosslyn Plaza (46% interest) mortgage note payable, due in December 2011, LIBOR plus 1.0%

(1.50% at March 31, 2009) 56,680 56,680
West 57" Street (50% interest) mortgage note payable, due in October 2009, with interest at 4.94%

(prepayable without penalty after July 2009) 29,000 29,000
825 Seventh Avenue (50% interest) mortgage note payable, due in October 2014, with interest at

8.07% (prepayable without penalty after April 2014) 21,326 21,426

India Real Estate Ventures:

TCG Urban Infrastructure Holdings (25% interest) mortgage notes payable, collateralized by the
entity s real estate, due from 2009 to 2022, with a weighted average interest rate of 14.72% at March

31, 2009 (various prepayment terms) 149,227 148,792
India Property Fund L.P. (36.5% interest) $120 million secured revolving credit facility, due in
December 2009, LIBOR plus 2.75% (3.23% at March 31, 2009) 93,000 90,500

Waterfront Associates, LLC (2.5% interest) construction and land loan up to $250 million payable, due

in September 2011 with a six month extension option, LIBOR plus 2.00%-3.00% (3.02% at March 31,

2009) 90,880 57,600
Verde Realty Master Limited Partnership (8.5% interest) mortgage notes payable, collateralized by the

partnerships real estate, due from 2009 to 2037, with a weighted average interest rate of 5.96% at

March 31, 2009 (various prepayment terms) 575,213 559,840
Green Courte Real Estate Partners, LLC (8.3% interest) mortgage notes payable, collateralized by the

partnerships real estate, due from 2009 to 2015, with a weighted average interest rate of 4.96% at

March 31, 2009 (various prepayment terms) 307,098 307,098
Monmouth Mall (50% interest) mortgage note payable, due in September 2015, with interest at 5.44%

(prepayable without penalty after July 2015) 165,000 165,000
San Jose, California Ground-up Development (45% interest) construction loan, due in March 2010,

LIBOR plus 1.75% (2.25% at March 31, 2009) 132,810 132,128
Wells/Kinzie Garage (50% interest) mortgage note payable, due in December 2013, with interest at

6.87% 14,767 14,800
Orleans Hubbard Garage (50% interest) mortgage note payable, due in December 2013, with interest at

6.87% 10,178 10,200
Other 433,412 468,559

Based on our ownership interest in the partially owned entities above, our pro rata share of the debt of these partially owned entities was
$2,999,693,000 and $3,196,585,000 as of March 31, 2009 and December 31, 2008, respectively.
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VORNADO REALTY TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(UNAUDITED)

6. Mezzanine Loans Receivable

The following is a summary of our investments in mezzanine loans as of March 31, 2009 and December 31, 2008.

Interest Rate

(Amounts in thousands) as of Carrying Amount as of
March 31, March 31, December 31,
Mezzanine Loans Receivable: Maturity 2009 2009 2008
Equinox 02/13 14.00% $ 88,829 $ 85,796
Tharaldson Lodging Companies 04/10 4.74% 76,341 76,341
Riley HoldCo Corp 02/15 10.00% 74,409 74,381
280 Park Avenue 06/16 10.25% 73,750 73,750
Charles Square Hotel, Cambridge 09/09 7.56% 41,634 41,796
MPH, net of a valuation allowance of $46,700 19,300 19,300
Other 08/14-12/18 4.75%-12.00% 97,719 101,175
$ 471,982 $ 472,539

(1) The borrower has a one-year extension option.

7.  Discontinued Operations

In accordance with the provisions of FASB Statement No. 144, Accounting for the Impairment and Disposal of Long- Lived Assets, we have
classified the revenues and expenses of properties and businesses sold or to be sold to income from discontinued operations, net and the related
assets and liabilities to assets related to discontinued operations and liabilities related to discontinued operations for all periods presented in the
accompanying consolidated financial statements.

The following table sets forth the assets and liabilities related to discontinued operations at March 31, 2009 and December 31, 2008, which
consist primarily of the net book value of real estate.

Assets related to Liabilities related to

(Amounts in thousands) Discontinued Operations as of Discontinued Operations as of
March 31, December 31, March 31, December 31,
2009 2008 2009 2008

H Street land under sales contract $ 108,295 $ 108,292 $ $
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The following table sets forth the combined results of operations related to discontinued operations for the three months ended March 31, 2009

and 2008.

(Amounts in thousands)

Revenues

Expenses

Net loss

Net gain on sale of Americold

Net gain on sale of other real estate
Income from discontinued operations, net

For the Three Months

Ended March 31,

2009 2008

$ $ 219,421
220,610
(1,189
112,690
580

$ $ 112,081
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VORNADO REALTY TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(UNAUDITED)

8.  Identified Intangible Assets and Intangible Liabilities
The following summarizes our identified intangible assets (primarily acquired above-market leases) and intangible liabilities (primarily acquired
below-market leases) as of March 31, 2009 and December 31, 2008.

Balance as of

March 31, December 31,
(Amounts in thousands) 2009 2008
Identified intangible assets (included in other assets):
Gross amount $ 781,350 $ 784,192
Accumulated amortization (273,479 ) (258,242 )
Net $ 507,871 $ 525,950
Identified intangible liabilities (included in deferred credit):
Gross amount $ 996,537 $ 998,179
Accumulated amortization (297,598 ) (278,357 )
Net $ 698,939 $ 719,822

Amortization of acquired below-market leases, net of acquired above-market leases resulted in an increase to rental income of $17,982,000 and
$23,271,000 for the three months ended March 31, 2009 and 2008, respectively. Estimated annual amortization of acquired below-market leases,
net of acquired above-market leases for each of the five succeeding years commencing January 1, 2010 is as follows:

(Amounts in thousands)

2010 $ 62,283
2011 59,224
2012 55,508
2013 47,543
2014 41,718

Amortization of all other identified intangible assets (a component of depreciation and amortization expense) was $15,786,000 and $24,572,000
for the three months ended March 31, 2009 and 2008, respectively. Estimated annual amortization of all other identified intangible assets
including acquired in-place leases, customer relationships, and third party contracts for each of the five succeeding years commencing January 1,
2010 is as follows:

(Amounts in thousands)

2010 $ 56,294
2011 53,889
2012 49,304
2013 42,116
2014 23,750

We are a tenant under ground leases for certain properties. Amortization of these acquired below-market leases resulted in an increase to rent
expense of $533,000 and $533,000 for the three months ended March 31, 2009 and 2008, respectively. Estimated annual amortization of these

33



Edgar Filing: VORNADO REALTY TRUST - Form 10-Q

below-market leases for each of the five succeeding years commencing January 1, 2010 is as follows:

(Amounts in thousands)

2010 $ 2,133
2011 2,133
2012 2,133
2013 2,133
2014 2,133
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VORNADO REALTY TRUST

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

(UNAUDITED)

9. Debt

The following is a summary of our notes and mortgages payable:

(Amounts in thousands)
Notes and Mortgages Payable:
Fixed Rate:

New York Office:

1290 Avenue of the Americas
350 Park Avenue

770 Broadway

888 Seventh Avenue

Two Penn Plaza

909 Third Avenue

Eleven Penn Plaza

Washington, DC Office:

Skyline Place

Warner Building

River House Apartment Complex

1215 Clark Street, 200 12" Street and 251 18" Street
Bowen Building

Reston Executive I, II and III

1101 17", 1140 Connecticut, 1730 M and 1150 17% Street
1550 and 1750 Crystal Drive

Universal Buildings

1235 Clark Street

2231 Crystal Drive

241 18 Street

1750 Pennsylvania Avenue

2011 Crystal Drive

1225 Clark Street

1800, 1851 and 1901 South Bell Street

Retail:
Cross-collateralized mortgages on 42 shopping centers (2)
Springfield Mall (including present value of

purchase option)

Montehiedra Town Center

Broadway Mall

828-850 Madison Avenue Condominium
Las Catalinas Mall

Other

Merchandise Mart:
Merchandise Mart

High Point Complex
Boston Design Center
Washington Design Center

Other:
555 California Street
Industrial Warehouses

Maturity
(e}

01/13
01/12
03/16
01/16
02/11
04/15
12/11

02/17
05/16
04/15
01/25
06