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Part I. FINANCIAL INFORMATION

Item 1.
Kite Realty Group Trust
Condensed Consolidated Balance Sheets
(Unaudited)
September 30,
2010
Assets:
Investment properties, at cost:
Land $ 229,078,232 $
Land held for development 27,358,808
Buildings and improvements 764,638,869
Furniture, equipment and other 5,144,470
Construction in progress 167,414,630
1,193,635,009
Less: accumulated depreciation (145,266,371 )
1,048,368,638
Cash and cash equivalents 12,724,095
Tenant receivables, including accrued straight-line rent of $8,982,455 and
$8,570,069, respectively, net of allowance for uncollectible accounts 17,822,311
Other receivables 6,543,165
Investments in unconsolidated entities, at equity 10,854,037
Escrow deposits 10,801,443
Deferred costs, net 21,830,481
Prepaid and other assets 4,274,989
Total Assets $ 1,133,219,159 $
Liabilities and Equity:
Mortgage and other indebtedness $ 669,003,276 $
Accounts payable and accrued expenses 38,573,656
Deferred revenue and other liabilities 15,850,978
Total Liabilities 723,427,910
Commitments and contingencies
Redeemable noncontrolling interests in Operating Partnership 44,489,803
Equity:
Kite Realty Group Trust Shareholders' Equity:
Preferred Shares, $.01 par value, 40,000,000 shares authorized, no
shares
issued and outstanding —
Common Shares, $.01 par value, 200,000,000 shares authorized,
63,332,646 shares and 63,062,083 shares issued and outstanding at
September 30, 2010 and December 31, 2009, respectively 633,326
Additional paid in capital and other 451,045,438
Accumulated other comprehensive loss (4,866,031 )
Accumulated deficit (88,484,324 )
Total Kite Realty Group Trust Shareholders' Equity 358,328,409
Noncontrolling Interests 6,973,037

December 31,

2009

226,506,781
27,546,315
736,027,845
5,060,233
176,689,227
1,171,830,401
(127,031,144 )
1,044,799,257
19,958,376

18,537,031
9,326,475
10,799,782
11,377,408
21,509,070
4,378,045
1,140,685,444

658,294,513
32,799,351
19,835,438
710,929,302

47,307,115

630,621
449,863,390
(5,802,406 )
(69,613,763 )
375,077,842
7,371,185
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Total Equity 365,301,446 382,449,027
Total Liabilities and Equity $  1,133,219,159 $  1,140,685,444

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Kite Realty Group Trust

Condensed Consolidated Statements of Operations

Revenue:

Minimum rent

Tenant reimbursements

Other property related revenue

Construction and service fee revenue
Total revenue
Expenses:

Property operating

Real estate taxes

Cost of construction and services

General, administrative, and other

Depreciation and amortization
Total expenses
Operating income

Interest expense

Income tax (expense) benefit of
taxable REIT subsidiary

(Loss) income from unconsolidated
entities

Non-cash gain from consolidation of
subsidiary

Other income
(Loss) income from continuing
operations
Discontinued operations:

Operating loss from discontinued
operations

Non-cash loss on impairment of real
estate asset
Loss from discontinued operations
Consolidated net loss

Net loss (income) attributable to
noncontrolling interests
Net loss attributable to Kite Realty
Group Trust

(Loss) income per common share -
basic & diluted:
(Loss) income from continuing
operations attributable to Kite Realty
Group Trust common shareholders

(Unaudited)

Three Months Ended
September 30,

$

2010

18,292,136
4,246,120
1,346,672
1,270,928
25,155,856

4,496,055
3,158,006
1,147,383
1,260,314
10,731,138
20,792,896
4,362,960
(6,978,767 )

(80,954 )
(1,847 )

53,633

(2,644,975)

(2,644,975 )
255,021

(2,389,954 )

(0.04 )

$

2009

53,611,820
13,412,648
4,387,131

14,595,667
86,007,266

13,367,022
8,958,326
12,958,935
4,276,451
23,865,302
63,426,036
22,581,230
(20,583,919)
29,529
226,041

1,634,876
126,735

4,014,492

(714,007 )
(5,384,747 )
(6,098,754 )
(2,084,262 )
(340,781 )

(2,425,043 )

0.06

Nine Months Ended
September 30,
2009 2010
17,777,146 $ 53,768,732 $
4,220,185 13,347,228
1,027,057 3,295,520
2,684,209 5,101,126
25,708,597 75,512,606
4,210,950 12,804,258
2,677,703 9,697,406
2,381,885 4,543,084
1,387,407 3,891,076
7,725,827 31,441,383
18,383,772 62,377,207
7,324,825 13,135,399
(6,815,787) (21,313,368)
80,714 (234,054 )
73,524 (100,442 )
1,634,876 —
42,229 186,193
2,340,381 (8,326,272 )
(231,261 ) —
(5,384,747 ) —
(5,616,008 ) —
(3,275,627) (8,326,272 )
(107,743 ) 841,083
(3,383,370 ) $ (7,485,189 ) $
0.03 (0.12 ) $
(0.08 ) —

(0.11 )
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Loss from discontinued operations
attributable to Kite Realty Group
Trust common shareholders
Net loss attributable to Kite Realty
Group Trust common
shareholders

Weighted average common shares
outstanding - basic

Weighted average common shares
outstanding - diluted

Dividends declared per common share

Net (loss) income attributable to Kite
Realty Group Trust

common shareholders:
(Loss) income from continuing
operations
Discontinued operations
Net loss attributable to Kite Realty
Group Trust

common shareholders

Consolidated net loss

Other comprehensive income (loss)
Comprehensive loss

Comprehensive loss (income)
attributable to noncontrolling interests
Comprehensive loss attributable to Kite
Realty Group Trust

The accompanying notes are an integral part of these condensed consolidated financial statements.

(0.04 )

63,288,181
63,288,181

0.0600

(2,389,954 )
(2,389,954 )
(2,644,975)
584,568
(2,060,407 )
181,378

(1,879,029 )

(0.05 ) $

62,980,447
62,980,447

0.0600 $

1,445,303 $
(4,828,673 )
(3,383,370 ) $
(3,275,627 ) $
(66,851 )
(3,342,478 )
(117,502 )

(3,459,980 ) $

(0.12 )

63,206,901
63,206,901

0.1800

(7,485,189 )
(7,485,189 )
(8,326,272 )
1,064,035
(7,262,237 )
713,423

(6,548,814 )

(0.05 )

48,489,799
48,489,799

0.2725

2,807,688

(5,232,731 )
(2,425,043 )
(2,084,262 )
2,006,583

(77,679 )
(1,313,698 )

(1,391,377 )
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Kite Realty Group Trust
Condensed Consolidated Statement of Shareholders’ Equity
(Unaudited)

Accumulated
Other
Common Shares Additional Comprehensive  Accumulated
Shares Amount  Paid-in Capital Loss Deficit Total

Balances, December
31, 2009 63,062,083 $ 630,621 $ 449,863,390 $ (5,802,406) $ (69,613,763) $ 375,077,842
Stock compensation
activity 147,751 1,477 572,180 — — 573,657
Proceeds from
employee share

purchase plan 7,812 78 32,166 — — 32,244
Other comprehensive
income — — — 936,375 — 936,375
Distributions declared — — — — (11,385,372) (11,385,372)
Net loss — — — —  (7,485,189)  (7,485,189)
Exchange of
redeemable

noncontrolling
interests for

common stock 115,000 1,150 1,493,850 — — 1,495,000
Adjustment to
redeemable

noncontrolling
interests -

Operating Partnership — — (916,148) — — (916,148)
Balances, September
30, 2010 63,332,646 $ 633326 $ 451,045,438 $ (4,866,031) $ (88,484,324) $ 358,328,409

The accompanying notes are an integral part of these condensed consolidated financial statements.
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Kite Realty Group Trust

Condensed Consolidated Statements of Cash Flows

(Unaudited)

2010
Cash flows from operating activities:
Consolidated net loss (8,326,272 )
Adjustments to reconcile consolidated net loss to net cash provided by
operating activities:
Non-cash loss on impairment of real estate asset —
Non-cash gain from consolidation of subsidiary —
Equity in earnings of unconsolidated entities 100,442
Straight-line rent (415,806 )
Depreciation and amortization 32,673,322
Provision for credit losses 1,014,616
Compensation expense for equity awards 368,651
Amortization of debt fair value adjustment (323,143 )
Amortization of in-place lease liabilities (2,196,266 )
Distributions of income from unconsolidated entities —
Changes in assets and liabilities:
Tenant receivables 115,909
Deferred costs and other assets (738,248 )
Accounts payable, accrued expenses, deferred revenue and other liabilities 2,292,064
Net cash provided by operating activities 24,565,269

Cash flows from investing activities:
Acquisitions of interests in properties and capital expenditures, net

(31,690,697)

Change in construction payables 2,748,621
Note receivable from joint venture partner —
Contributions to unconsolidated entities (154,697 )
Cash from consolidation of subsidiary —
Distributions of capital from unconsolidated entities —

Net cash used in investing activities (29,096,773)
Cash flows from financing activities:

Offering proceeds, net of issuance costs 32,244

Loan proceeds 32,583,865
Loan transaction costs (467,830 )

Loan payments
Distributions paid — common shareholders

(21,551,958)
(11,368,979)

Distributions paid — redeemable noncontrolling interests (1,435,263 )
Distributions to noncontrolling interests in properties (494,856 )
Net cash (used in) provided by financing activities (2,702,777 )
Net change in cash and cash equivalents (7,234,281 )
Cash and cash equivalents, beginning of period 19,958,376
Cash and cash equivalents, end of period $ 12,724,095

The accompanying notes are an integral part of these condensed consolidated financial statements.

$

Nine Months Ended September 30,

2009

(2,084,262 )

5,384,747
(1,634,876 )
(226,041 )
(1,331,492 )
25,320,473
1,571,161
415,505
(323,143 )
(2,333,755 )
145,701

(213,528 )
(2,059,747 )
(8,088,778 )
14,541,965

(26,725,899)
(3,244,039 )
(1,375,298 )
(11,408,799)
247,969

167,361

(42,338,705)

87,528,092
74,030,101
(480,880 )
(91,195,857)
(15,966,913)
(3,394,712 )
(73,666 )
50,446,165
22,649,425
9,917,875
32,567,300

10
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Kite Realty Group Trust
Notes to Condensed Consolidated Financial Statements
September 30, 2010
(Unaudited)

Note 1. Organization

Kite Realty Group Trust (the “Company”), through its majority-owned subsidiary, Kite Realty Group, L.P. (the
“Operating Partnership”), is engaged in the ownership, operation, management, leasing, acquisition, construction,
expansion and development of neighborhood and community shopping centers and certain commercial real estate
properties in selected markets in the United States. The Company also provides real estate facilities management,
construction, development and other advisory services to third parties through its taxable REIT subsidiary. At
September 30, 2010, the Company owned interests in 60 properties (consisting of 51 retail operating properties, five
retail properties under redevelopment and four commercial operating properties). As of this date, the Company also
had two retail properties under development.

Note 2. Basis of Presentation, Consolidation and Investments in Joint Ventures, and Noncontrolling Interests

The Company’s management has prepared the accompanying unaudited financial statements pursuant to the rules and
regulations of the SEC. Certain information and footnote disclosures normally included in the financial statements
prepared in accordance with accounting principles generally accepted in the United States (“GAAP”) may have been
condensed or omitted pursuant to such rules and regulations, although management believes that the disclosures are
adequate to make the presentation not misleading. The unaudited financial statements as of September 30, 2010 and
for the three and nine months ended September 30, 2010 and 2009 include, in the opinion of management, all
adjustments, consisting of normal recurring adjustments, necessary to present fairly the financial information set forth
therein. The consolidated financial statements in this Form 10-Q should be read in conjunction with the audited
consolidated financial statements and related notes thereto included in the Company’s 2009 Annual Report on Form
10-K. The preparation of financial statements in accordance with GAAP requires management to make estimates and
assumptions that affect the disclosure of contingent assets and liabilities, the reported amounts of assets and liabilities
at the date of the financial statements, and the reported amounts of revenue and expenses during the reported

period. Actual results could differ from these estimates. The results of operations for the interim periods are not
necessarily indicative of the results that may be expected on an annual basis.

Consolidation and Investments in Joint Ventures

The accompanying financial statements of the Company are presented on a consolidated basis and include all accounts
of the Company, the Operating Partnership, the taxable REIT subsidiary of the Operating Partnership, subsidiaries of
the Company or the Operating Partnership that are controlled and any variable interest entities (“VIEs”) in which the
Company is the primary beneficiary. In general, a VIE is a corporation, partnership, trust or any other legal structure
used for business purposes that either (a) has equity investors that do not provide sufficient financial resources for the
entity to support its activities, (b) does not have equity investors with voting rights or (c) has equity investors whose
votes are disproportionate from their economics and substantially all of the activities are conducted on behalf of the
investor with disproportionately fewer voting rights. The Company consolidates properties that are wholly owned as
well as properties it controls but in which it owns less than a 100% interest. Control of a property is demonstrated by:

the Company’s ability to manage day-to-day operations of the property;
-the Company’s ability to refinance debt and sell the property without the consent of any other partner or owner;

12
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the inability of any other partner or owner to replace the Company as manager of the property; or

-being the primary beneficiary of a VIE. The primary beneficiary is defined as the entity that has (i) the power to
direct the activities of the VIE that most significantly impact the VIE’s economic performance, and (ii) the obligation
to absorb losses or the right to receive benefits that could potentially be significant to the VIE.

The Company considers all relationships between itself and the VIE, including development agreements,
management agreements and other contractual arrangements, in determining whether it has the power to direct the
activities of the VIE that most significantly affect the VIE’s performance. The Company also continuously reassesses
primary beneficiary status. Other than with regard to The Centre, as described below, there were no changes during
2010 or 2009 to the Company’s conclusions regarding whether an entity qualifies as a VIE or whether the Company is
the primary beneficiary of any previously identified VIE.

The Centre

The third party loan secured by The Centre, a previously unconsolidated operating property in which we own a 60%
interest, matured in the third quarter of 2009. In order to pay off this loan, the Company made a capital contribution
of $2.1 million and simultaneously extended a loan of $1.4 million to the partnership. At September 30, 2010, $0.7
million of this loan remained outstanding, bearing interest at 15%, and is due within 30 days upon demand. The
Company’s extension of a loan and contribution of equity to the partnership caused the Company to conclude that The
Centre qualifies as a VIE and the Company is its primary beneficiary. As a result, the financial statements of The
Centre were consolidated as of September 30, 2009, the assets and liabilities were recorded at fair value, and a
non-cash gain of $1.6 million was recorded, of which the Company’s share was $1.0 million. A market participant
income approach was utilized to estimate the fair value of the investment property, related intangibles, and
noncontrolling interest. The income approach required the Company to make assumptions about market leasing rates,
discount rates, noncontrolling interests and disposal values using Level 2 and Level 3 inputs.

7
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As of September 30, 2010, the Company had investments in seven joint ventures that are VIEs in which the
Company is the primary beneficiary. As of this date, these VIEs had total debt of $86.6 million which is secured by
assets of the VIEs with net book values totaling $178.2 million. The Operating Partnership guarantees the debt of
these VIEs; however, the VIEs could sell the properties before the performance of a guarantee would be required.

The Company accounts for its investments in unconsolidated joint ventures under the equity method of accounting
as it exercises significant influence over, but does not control, operating and financial policies. These investments are
recorded initially at cost and subsequently adjusted for equity in earnings and cash contributions and distributions.

Noncontrolling Interests

Noncontrolling interests are reported as equity and the amount of consolidated net income specifically attributable to
noncontrolling interests is identified in the accompanying condensed consolidated financial statements. The
noncontrolling interests in certain of our properties for the nine months ended September 30, 2010 and 2009 were as
follows:

2010 2009

Noncontrolling interests balance January 1 $ 7,371,185 $ 4,416,533
Net income allocable to noncontrolling interests,

excluding redeemable noncontrolling interests 96,708 742,130
Distributions to noncontrolling interests (494,856 ) (73,666 )
Recognition of noncontrolling interest upon

consolidation of a subsidiary — 2,116,140
Noncontrolling interests balance at September 30 $ 6,973,037 $ 7,201,137

Redeemable noncontrolling interests in the Operating Partnership are reflected as temporary equity in the
accompanying condensed consolidated balance sheets because the Company may be required to pay cash to
unitholders upon redemption of their interests in the limited partnership under certain circumstances. The carrying
amount of the redeemable noncontrolling interests in the Operating Partnership is reflected at the greater of historical
book value or redemption value with a corresponding adjustment to additional paid-in capital. As noted above,
noncontrolling interests, including redeemable interests, receive an allocation of consolidated net income (loss) in the
accompanying condensed consolidated statements of operations. The redeemable noncontrolling interests in the
Operating Partnership for the nine months ended September 30, 2010 and 2009 was as follows:

8
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2010 2009
Redeemable noncontrolling interests balance January 1 $ 47.307,115 $ 67,276,904
Net loss allocable to redeemable noncontrolling interests (937,791 ) (401,349 )
Accrued distributions to redeemable noncontrolling interests (1,428,329 ) (2,193,847 )
Other comprehensive income allocable to redeemable
noncontrolling interests 1 127,660 972,917
Exchange of redeemable noncontrolling interest for
common stock (1,495,000 ) —
Adjustment to redeemable noncontrolling interests -
operating partnership 916,148 (17,668,867)
Redeemable noncontrolling interests balance at September 30 $ 44,489,803 $ 47,985,758
1 Represents the noncontrolling interests’ share of the changes in the
fair value of derivative instruments accounted for as cash flow hedges
(see Note 7).

The following sets forth comprehensive income allocable to noncontrolling interests for the nine months ended
September 30, 2010 and 2009:

2010 2009
Accumulated comprehensive loss balance at January 1 $ (731,835 ) $ (1,827,167)
Other comprehensive income allocable to noncontrolling
interests 1 127,660 972,917

Accumulated comprehensive loss balance at September 30 $ (604,175 ) $ (854,250 )
1 Represents the noncontrolling interests’ share of the changes in the

fair value of derivative instruments accounted for as cash flow hedges

(see Note 7).

The Company allocates net operating results of the Operating Partnership based on the partners’ weighted average
ownership interest. The Company adjusts the redeemable noncontrolling interests in the Operating Partnership at the
end of each period to reflect their interests in the Operating Partnership. This adjustment is reflected in the Company’s
shareholders’ equity. The weighted average ownership interests of the Company and the redeemable noncontrolling
interests in the Operating Partnership for the three and nine months ended September 30, 2010 and 2009 were as
follows:

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009

Company’s weighted average basic interest in

Operating Partnership 889 % 887 % 88.8 % 85.8 %
Redeemable noncontrolling weighted average
basic

interests in Operating Partnership 11.1 % 11.3 % 112 % 142 %

15
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Company’s weighted average diluted interest

in

Operating Partnership 889 % 88.7 % 889 % 85.8 %
Redeemable noncontrolling weighted average
diluted

interests in Operating Partnership 11.1 % 11.3 % 11.1 % 142 %

At September 30, 2010, the ownership interests of the Company and the noncontrolling interests in the Operating
Partnership were 89.0% and 11.0%, respectively. At December 31, 2009, the ownership interests of the Company and
the noncontrolling interests in the Operating Partnership were 88.8% and 11.2%, respectively.

16
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Note 3. Earnings Per Share

Basic earnings per share is calculated based on the weighted average number of shares outstanding during the
period. Diluted earnings per share is determined based on the weighted average number of shares outstanding
combined with the incremental average shares that would have been outstanding assuming all potentially dilutive
shares were converted into common shares as of the earliest date possible.

Potentially dilutive securities include outstanding share options, units in the Operating Partnership, which may be
exchanged, at our option, for either cash or common shares under certain circumstances and deferred share units,
which may be credited to the accounts of non-employee trustees in lieu of the payment of cash compensation or the
issuance of common shares to such trustees. Due to the Company’s net losses for the three and nine month periods
ended September 30, 2010 and 2009, the potentially dilutive securities were not dilutive for those periods.

For the three and nine months ended September 30, 2010, 1.1 million outstanding common share options were
excluded from the computation of diluted earnings per share because their impact was not dilutive. For the three and
nine months ended September 30, 2009, 1.2 million outstanding common share options were excluded from the
computation of diluted earnings per share because their impact was not dilutive.

Note 4. Discontinued Operations

In December 2009, the Company transferred its Galleria Plaza operating property in Dallas, Texas to the ground
lessor. The Company had determined during the third quarter of 2009 that there was no value to the improvements
and intangibles related to Galleria Plaza and recognized a non-cash impairment charge of $5.4 million to write off the
net book value of the property. Since the Company ceased operating this property during the fourth quarter of 2009,
its operating results have been reclassified and are reflected as discontinued operations for the three and nine months
ended September 30, 2009.

Note 5. Mortgage and Other Indebtedness

Consolidated mortgage and other indebtedness consisted of the following at September 30, 2010 and December 31,
2009:

Balance at
September 30, December 31,
2010 2009

Line of credit $ 104,800,000 $ 77,800,000
Term loan 55,000,000 55,000,000
Notes payable secured by properties under construction -

variable rate 73,330,157 77,143,865
Mortgage notes payable - fixed rate 296,592,410 300,893,193
Mortgage notes payable - variable rate 138,626,083 146,479,685
Net premiums on acquired debt 654,626 977,770
Total mortgage and other indebtedness $ 669,003,276 $ 658,294,513

Consolidated indebtedness, including weighted average maturities and weighted average interest rates at September
30, 2010, is summarized below:

17
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Weighted
Average Weighted
Maturity Average Percentage
Amount (Years) Interest Rate of Total
Fixed rate debt $ 296,592,410 4.7 6.08 % 44 %
Floating rate debt (hedged) 219,447,225 1.2 5.70 % 33 %
Total fixed rate debt, considering hedges 516,039,635 3.2 5.92 % 77 %
Notes payable secured by properties under
construction -
variable rate 73,330,157 2.0 3.64 % 11 %
Other variable rate debt 298,426,083 1.6 2.57 % 45 %
Floating rate debt (hedged) (219,447,225) -1.2 -2.49 % -33 %
Total variable rate debt, considering hedges 152,309,015 2.5 3.20 % 23 %
Net premiums on acquired debt 654,626 N/A N/A N/A
Total debt $ 669,003,276 3.1 5.30 % 100 %

Mortgage and construction loans are collateralized by certain real estate properties and leases. Mortgage loans are
generally due in monthly installments of interest and principal and mature over various terms through 2022. Variable
interest rates on mortgage and construction loans are based on LIBOR plus a spread of 125 to 400 basis points. At
September 30, 2010, the one-month LIBOR interest rate was 0.26%. Fixed interest rates on mortgage loans range
from 5.16% to 7.65%.

For the nine months ended September 30, 2010, the Company had loan borrowings of $32.6 million and loan
repayments of $21.6 million. The major components of this activity are as follows:

e Draws of $27.0 million were made on the unsecured revolving credit facility;

e Draws of $5.4 million were made on the variable rate construction loan at the Eddy Street Commons development
project;

e The Company made scheduled paydowns totaling $4.7 million on the Delray Marketplace construction loan. After
the paydowns, the total loan commitment as of September 30, 2010 was $4.7 million;

e Upon release of the funds from escrow, the Company made a paydown of $2.1 million on the Traders Point fixed
rate loan;

e The Company made a paydown of $0.8 million on the Glendale Town Center variable rate loan;
e The Company made a paydown of $5.1 million on the Bayport Commons variable rate loan;

e The maturity date of the construction loan on the South Elgin Commons property was extended to September 2013
at an interest rate of LIBOR + 325 basis points. The Company funded a $1.6 million paydown with cash and
borrowings on the unsecured revolving credit facility;

e The maturity date of the variable rate loan on the Shops at Rivers Edge property was extended to February 2013 at

an interest rate of LIBOR + 400 basis points. The Company funded a $0.6 million paydown with cash. The
Company intends to convert this loan to a construction loan for the redevelopment of the asset;
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The maturity date of the construction loan on the Cobblestone Plaza property was extended to February 2013 at an
interest rate of LIBOR + 350 basis points. The Company funded a $2.9 million paydown with cash and borrowings
on the unsecured revolving credit facility; and

e The Company made principal payments totaling $3.7 million.
Unsecured Revolving Credit Facility and Unsecured Term Loan

As of September 30, 2010, the unsecured revolving credit facility (the “unsecured facility””) was scheduled to mature on
February 20, 2011, with a one-year extension option to February 20, 2012 (subject to certain customary conditions,
including continued compliance with restrictive covenants). In October 2010, the Company exercised the one-year
extension option on the unsecured facility. As a result, the unsecured facility now matures in February 2012. See
“Note 12, Subsequent Events.” The unsecured term loan (the “Term Loan”) has a maturity date of July 15, 2011.

The amount that the Company may borrow under the unsecured facility is based on the value of assets in its
unencumbered property pool. As of September 30, 2010, the Company has 51 unencumbered properties and other
assets used to calculate the value of the unencumbered property pool, of which 47 are wholly owned and four are
owned through joint ventures. As of September 30, 2010, the total amount available for borrowing under the
unsecured credit facility was $42.5 million.

11
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The Operating Partnership’s ability to borrow further amounts under the unsecured facility and the Term Loan is
subject to ongoing compliance by the Company, the Operating Partnership and their subsidiaries with various
restrictive covenants, including those with respect to liens, indebtedness, investments, dividends, mergers and asset
sales. The unsecured facility and the Term Loan also require the Company to satisfy certain financial covenants.

Fair Value of Fixed and Variable Rate Debt

As of September 30, 2010, the fair value of fixed rate debt was $315.5 million compared to the book value of $296.6
million. The fair value was estimated using cash flows discounted at current borrowing rates for similar instruments
which ranged from 3.11% to 5.09%. As of September 30, 2010, the fair value of variable rate debt was $359.7 million
compared to the book value of $371.9 million. The fair value was estimated using cash flows discounted at current
borrowing rates for similar instruments which ranged from 3.26% to 7.90%.

Note 6. Shareholders’ Equity

On September 17, 2010, the Company’s Board of Trustees declared a cash distribution of $0.06 per common share for
the third quarter of 2010. Simultaneously, the Company’s Board of Trustees declared a cash distribution of $0.06 per
Operating Partnership unit for the same period. These distributions were paid on October 13, 2010 to shareholders
and unitholders of record as of October 6, 2010.

In February 2010, the Compensation Committee of the Company’s Board of Trustees approved long-term equity
incentive compensation awards totaling approximately 124,000 restricted shares and 146,000 share options to
management and other employees. The restricted shares were granted at a fair value of $4.15 and will vest ratably
over a period of three to five years beginning on the first anniversary date of the grant. The share options were issued
with an exercise price of $4.15 and will vest ratably over five years beginning on the first anniversary date of the
grant. The fair value of the options was determined using the Black-Scholes valuation methodology.

For the three and nine months ended September 30, 2010, respectively, 105,000 and 115,000 Operating Partnership
units were exchanged for the same number of common shares.

Note 7. Derivative Instruments, Hedging Activities and Other Comprehensive Income

The Company is exposed to capital market risk, including changes in interest rates. In order to manage volatility
relating to variable interest rate risk, the Company enters into interest rate hedging transactions from time to

time. The Company does not use derivatives for trading or speculative purposes nor does the Company currently have
any derivatives that are not designated as cash flow hedges. The Company has agreements with each of its derivative
counterparties that contain a provision that if the Company defaults on any of its indebtedness, including a default
where repayment of the indebtedness has not been accelerated by the lender, then the Company could also be declared
in default on its derivative obligations. As of September 30, 2010, the Company was party to various consolidated
cash flow hedge agreements with notional amounts totaling $219.4 million, which effectively fix certain variable rate
debt at interest rates ranging from 2.98% to 6.56% and mature over various terms through 2017.

These interest rate hedge agreements are the only assets or liabilities that the Company records at fair value on a
recurring basis. The valuation is determined using widely accepted techniques including discounted cash flow
analysis, which considers the contractual terms of the derivatives (including the period to maturity) and uses
observable market-based inputs such as interest rate curves and implied volatilities. The Company also incorporates
credit valuation adjustments to reflect both its own nonperformance risk and the respective counterparty’s
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nonperformance risk in the fair value measurements.

As a basis for considering market participant assumptions in fair value measurements, accounting guidance establishes
a fair value hierarchy that distinguishes between market participant assumptions based on market data obtained from
sources independent of the reporting entity (observable inputs for identical instruments that are classified within Level
1 and observable inputs for similar instruments that are classified within Level 2) and the reporting entity’s own
assumptions about market participant assumptions (unobservable inputs classified within Level 3). In instances where
the determination of the fair value measurement is based on inputs from different levels of the fair value hierarchy, the
level in the fair value hierarchy within which the entire fair value measurement falls is based on the lowest level input
that is significant to the fair value measurement in its entirety. The Company’s assessment of the significance of a
particular input to the fair value measurement in its entirety requires judgment, and considers factors specific to the
asset or liability.

12
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Although the Company has determined that the majority of the inputs used to value its derivatives fall within Level
2 of the fair value hierarchy, the credit valuation adjustments associated with its derivatives utilize Level 3 inputs,
such as estimates of current credit spreads to evaluate the likelihood of default by itself and its
counterparties. However, as of September 30, 2010, the Company has assessed the significance of the impact of the
credit valuation adjustments on the overall valuation of its derivative positions and has determined that the credit
valuation adjustments are not significant to the overall valuation of its derivatives. As a result, the Company has
determined that its derivative valuations are classified in Level 2 of the fair value hierarchy.

At September 30, 2010 the fair value of the Company’s interest rate hedge liabilities was $5.9 million, including
accrued interest of $0.5 million, and was recorded in accounts payable and accrued expenses on the accompanying
condensed consolidated balance sheet. At December 31, 2009 the fair value of the Company’s interest rate hedge
liabilities was $7.0 million, including accrued interest of $0.5 million, and was recorded in accounts payable and
accrued expenses on the accompanying condensed consolidated balance sheet.

The Company currently expects an increase to interest expense of $4.5 million as the hedged forecasted interest
payments occur. No hedge ineffectiveness on cash flow hedges was recognized by the Company during any period
presented. Amounts reported in accumulated other comprehensive income related to derivatives will be reclassified to
earnings over time as the hedged items are recognized in earnings during the remainder of 2010 and the first nine
months of 2011. During the three months ended September 30, 2010 and 2009, $1.8 million and $1.7 million,
respectively, was reclassified as a reduction to earnings. During the nine months ended September 30, 2010 and 2009,
$5.3 million and $4.7 million, respectively, was reclassified as a reduction to earnings.

The Company’s share of net unrealized gains (losses) on its interest rate hedge agreements are the only components of
its accumulated other comprehensive loss. The following sets forth comprehensive loss allocable to the Company for
the three and nine months ended September 30, 2010 and 2009:

Three months ended Nine months ended
September 30, September 30,
2010 2009 2010 2009
Net loss attributable to Kite Realty
Group Trust $ (2,389,954) $ (3,383,370) $ (7,485,189) $ (2,425,043)
Other comprehensive income (loss)
allocable to

Kite Realty Group Trust1 510,925 (76,610 ) 936,375 1,033,666
Comprehensive loss attributable to Kite

Realty Group Trust $ (1,879,029) $ (3.459,980) $ (6,548,814) $ (1,391,377)
1 Reflects the Company’s share of the net change in the fair value of derivative

instruments accounted for as cash flow hedges.

Note 8. Redevelopment Activities

During the second quarter of 2010, the Company completed plans for its redevelopment projects at Shops at Rivers
Edge and Coral Springs Plaza. As part of finalizing its plans, the Company reduced the estimated useful lives of
certain assets that are scheduled to be or have been demolished. As a result of this change in estimate, a total of $2.4
million and $5.8 million of additional depreciation was recognized in the three and nine months ended September 30,
2010, respectively. On a per-share basis, the effect of accelerated depreciation reduced earnings per share by $0.04
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and $0.09 for the three and nine months ended September 30, 2010, respectively. Additional discussion of these
redevelopment projects follows:

Shops at Rivers Edge, Indianapolis, Indiana

The former anchor tenant’s lease at this property expired on March 31, 2010. The Company has secured Nordstrom
Rack, the Container Store, and Buy Buy Baby as new anchor tenants for this property. The renovations to
accommodate these new tenants began in the third quarter of 2010 with expected delivery in the first half of
2011. The Company currently anticipates its incremental investment in the redevelopment at the Shops at Rivers
Edge will be $15.5 million, which may increase depending on

13
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the outcome of current negotiations with additional tenants. The Company recognized $1.9 million and $4.8 million of
additional depreciation related to this property in the three and nine months ended September 30, 2010, respectively.

Coral Springs Plaza, Boca Raton, Florida

Toys “R” Us/Babies “R” Us has executed a lease with the Company to occupy the entire center, which was formerly
anchored by Circuit City. This new tenant is expected to open during the fourth quarter of 2010. The Company
currently anticipates its incremental investment in the redevelopment at Coral Springs Plaza will be $4.5 million. The
Company recognized $0.5 million and $1.0 million of additional depreciation related to this property in the three and
nine months ended September 30, 2010, respectively.

Note 9. Segment Data
The operations of the Company are aligned into two business segments: (1) real estate operations and (2)

development, construction and advisory services. Segment data of the Company for the three and nine months ended
September 30, 2010 and 2009 are as follows:

Development,
Construction
Three Months Ended Real Estate and Advisory Intersegment
September 30, 2010 Operations Services Subtotal Eliminations Total
Revenues $ 24,004,078 $ 2,605,317 $ 26,609,395 $ (1,453,539 ) $ 25,155,856
Operating expenses, cost
of construction and
services, general,
administrative and other 8,901,375 2,620,079 11,521,454 (1,459,696 ) 10,061,758
Depreciation and
amortization 10,686,079 45,059 10,731,138 — 10,731,138
Operating income 4,416,624 (59,821 ) 4,356,803 6,157 4,362,960
Interest expense (7,087,850 ) (34,638 ) (7,122,488 ) 143,721 (6,978,767 )
Income tax expense of
taxable REIT subsidiary — (80,954 ) (80,954 ) — (80,954 )
Loss from unconsolidated
entities (1,847 ) — (1,847 ) — (1,847 )
Other income 197,378 (24 ) 197,354 (143,721 ) 53,633
Consolidated net loss (2,475,695 ) (175,437 ) (2,651,132 ) 6,157 (2,644,975 )
Net loss attributable to
noncontrolling
interests 234,415 21,287 255,702 (681 ) 255,021
Net loss attributable to
Kite Realty
Group Trust $ (2241280 ) $ (154,150 ) $ (2,395430 ) $ 5,476 $ (2,389,954 )
Total assets at September
30, 2010 $ 1,134,447,193 $ 17,258,358 $ 1,151,705,551 $ (18,486,392) $ 1,133,219,159
14

25



Table of Contents

Three Months Ended
September 30, 2009
Revenues
Operating expenses, cost
of construction and
services, general,
administrative and other
Depreciation and
amortization
Operating income (loss)
Interest expense
Income tax benefit of
taxable REIT subsidiary
Income from
unconsolidated entities
Non-cash gain from
consolidation of
subsidiary
Other income
Income (loss) from
continuing operations
Operating loss from
discontinued operations
Non-cash loss on
impairment of real estate
asset
Loss from discontinued
operations
Consolidated net loss
Net (income) loss
attributable to
noncontrolling
interests
Net loss attributable to
Kite Realty
Group Trust
Total assets at September
30, 2009

Nine Months Ended
September 30, 2010
Revenues

Real Estate

Operations
23,362,307

7,647,896
7,682,049

8,032,362
(6,861,587

54,047

1,634,876
178,618
3,038,316

(231,261

(5,384,747

(5,616,008
(2,577,692

(211,066

(2,788,758

Development,

Construction

and Advisory
Services

$ 7,663,759

8,140,075
43,778
(520,094 )
(72,027 )

80,714

915

(510,492 )

(510,492 )

75,574

$

) $ (434918 ) $

1,146,428,106 $ 30,826,625 $

Real Estate
Operations
70,924,295
26,562,405

Development,

Construction

and Advisory
Services

$ 10,222,316
10,036,741

$

Subtotal
31,026,066

15,787,971
7,725,827
7,512,268
(6,933,614
80,714
54,047
1,634,876
179,533

2,527,824

(231,261

(5,384,747

(5,616,008
(3,088,184

(135,492

(3,223,676

1,177,254,731

Subtotal
81,146,611
36,599,146
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Intersegment
Eliminations

(5,130,026

(187,443
117,827

19,477

(137,304

(187,443

(187,443

27,749

) $ (159,694

Intersegment
Eliminations

(5,663,322

)

) $

$ (26,901,952) $

$ (5,634,005 ) $

)

Total

$ (5,317,469 ) $ 25,708,597

10,657,945
7,725,827
7,324,825
(6,815,787
80,714
73,524
1,634,876
42,229

2,340,381

(231,261

(5,384,747

(5,616,008
(3,275,627

(107,743

(3,383,370

1,150,352,779

Total
75,512,606
30,935,824
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Operating expenses, cost
of construction and
services, general,
administrative and other
Depreciation and

amortization 31,305,267 136,116 31,441,383
Operating income 13,056,623 49,459 13,106,082
Interest expense (21,632,021 ) (130,538 ) (21,762,559
Income tax expense of
taxable REIT subsidiary — (234,054 ) (234,054
Loss from unconsolidated
entities (100,442 I (100,442
Other income 627,167 8,217 635,384
Consolidated net loss (8,048,673 ) (306,916 ) (8,355,589
Net loss attributable to
noncontrolling

interests 797,857 46,490 844,347
Net loss attributable to
Kite Realty Group

Trust $ (7,250,816 ) $ (260,426 ) $ (7,511,242
Total assets at September
30, 2010 $ 1,134,447,193 $ 17,258,358 $ 1,151,705,551

15

)

)

) $

29,317
449,191

(449,191
29,317

(3,264

26,053

31,441,383
13,135,399
(21,313,368
(234,054
(100,442

186,193
(8,326,272

841,083

$ (7,485,189

)

$ (18,486,392) $ 1,133,219,159
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Development,
Construction

Nine Months Ended Real Estate and Advisory Intersegment
September 30, 2009 Operations Services Subtotal Eliminations Total
Revenues $ 72,003,441 $ 35,640,745 $ 107,644,186 $ (21,636,920) $ 86,007,266
Operating expenses, cost
of construction and

services, general,
administrative and other 24,443,286 36,544,331 60,987,617 (21,426,883) 39,560,734
Depreciation and
amortization 23,731,483 133,819 23,865,302 — 23,865,302
Operating income (loss) 23,828,672 (1,037,405) 22,791,267 (210,037 ) 22,581,230
Interest expense (20,835,719 ) (90,022 ) (20,925,741 ) 341,822 (20,583,919 )
Income tax benefit of
taxable REIT subsidiary — 29,529 29,529 — 29,529
Income from
unconsolidated entities 206,564 — 206,564 19,477 226,041
Non-cash gain from
consolidation of
subsidiary 1,634,876 — 1,634,876 — 1,634,876
Other income 486,724 1,310 488,034 (361,299 ) 126,735
Income (loss) from
continuing operations 5,321,117 (1,096,588 ) 4,224,529 (210,037 ) 4,014,492
Operating loss from
discontinued operations (714,007 ) — (714,007 ) — (714,007 )
Non-cash loss on
impairment of real estate

asset (5,384,747 ) — (5,384,747 ) — (5,384,747 )
Loss from discontinued
operations (6,098,754 ) — (6,098,754 ) — (6,098,754 )
Consolidated net loss (777,637 ) (1,096,588 ) (1,874,225 ) (210,037 ) (2,084,262 )
Net (income) loss
attributable to
noncontrolling

interests (526,322 ) 155,716 (370,606 ) 29,825 (340,781 )
Net loss attributable to
Kite Realty

Group Trust $ (1,303,959 ) $ (940,872 ) $ (2,244831 ) $ (180,212 ) $ (2,425,043 )

Total assets at September

30, 2009 $ 1,146,428,106 $ 30,826,625 $ 1,177,254,731 $ (26,901,952) $ 1,150,352,779
Note 10. Commitments and Contingencies

Eddy Street Commons at Notre Dame

Eddy Street Commons at the University of Notre Dame, located adjacent to the university in South Bend, Indiana, is
the Company’s most significant in-process development project. This multi-phase project includes retail, office,
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hotels, a parking garage, apartments, and residential units. The Company wholly owns the retail and office
components while other components are or are expected to be owned by third parties or through joint ventures. The
initial phase of the project partially opened in late 2009 and consists of the retail, office and apartment and residential
units. The ground beneath the initial phase of the development is leased from the University of Notre Dame over a 75
year term at a fixed rate for the first two years and based on a percentage of certain revenues thereafter. A limited
service hotel, which is owned by an unconsolidated joint venture in which the Company holds a 50% interest, opened
in June 2010.

The City of South Bend has contributed $35 million to the development, funded by tax increment financing (TIF)
bonds issued by the City and a cash commitment from the City, both of which were used for the construction of the
parking garage and infrastructure improvements to this project. The majority of the bonds are expected to be funded
by real estate tax payments made by the Company and subject to reimbursement from the tenants of the property;
however, the Company has no obligation to repay or guarantee the bonds. If there are delays in the development, the
Company is obligated to pay certain fees. However, the Company has an agreement with the City of South Bend to
limit its exposure to a maximum of $1 million as to such fees. In addition, the Company will not be in default
concerning other obligations under the agreement with the City of South Bend as long as it commences and diligently
pursues the completion of its obligations under that agreement.

Although the Company does not expect to own either the residential or the apartment complex components of the
project, the Company has jointly guaranteed the apartment developer’s construction loan, which at September 30,
2010, had an outstanding balance of $30.3 million. The Company also has a contractual obligation in the form of a
completion guarantee to the University of Notre Dame and a similar agreement in favor of the City of South Bend to
complete all phases of the $200 million project (the Company’s assumed portion of which is approximately $64
million), with the exception of certain of the residential units, consistent with commitments the Company typically
makes in connection with other bank-funded development projects. To the extent the hotel joint venture partner, the
apartment developer/owner or the residential developer/owner fail to complete those aspects of the project, the
Company will be required to complete the construction, at which time the Company would expect to have the right to
seek title to the assets and assume any construction borrowings related to the assets. The Company will have certain
remedies against the developers if they were to fail to complete the construction. If the Company fails to fulfill its
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contractual obligations in connection with the project, but is timely commencing and pursuing a cure, it will not be in
default to either the University of Notre Dame and the City of South Bend.

Joint Venture Indebtedness

Joint venture debt is the liability of the joint venture and is typically secured by the assets of the joint venture under
circumstances where the lender has limited recourse to the Company. As of September 30, 2010, the Company’s share
of unconsolidated joint venture indebtedness was $17.0 million, $13.5 million of which was related to the Parkside
Town Commons development. The remaining $3.5 million represents the Company’s share of the $7.0 million drawn
on the Eddy Street Commons limited service hotel construction loan.

As of September 30, 2010, the Operating Partnership had guaranteed its $13.5 million share of the unconsolidated
joint venture debt related to the Parkside Town Commons development in the event the joint venture partnership
defaults under the terms of the underlying arrangement. Mortgages which are guaranteed by the Operating
Partnership are secured by the property of the joint venture and the joint venture could sell the property if required to
satisfy the outstanding obligation.

Other Commitments and Contingencies

The Company is party to various actions representing routine litigation and administrative proceedings arising out of
the ordinary course of business. None of these actions are expected to have a material adverse effect on our
condensed consolidated financial condition, results of operations or cash flows taken as a whole.

As of September 30, 2010, the Company had outstanding letters of credit totaling $5.2 million. At that date, there
were no amounts advanced against these instruments.

Note 11. Recent Accounting Pronouncements

In June 2009, the FASB issued SFAS No. 167, “Amendments to FASB Interpretation No. 46(R),” which is effective for
fiscal years beginning after November 15, 2009 and introduces a more qualitative approach to evaluating VIEs for
consolidation. This provision was primarily codified into Topic 810 — “Consolidation” in the ASC and requires a
company to perform an analysis to determine whether its variable interest gives it a controlling financial interest in a
VIE. This analysis identifies the primary beneficiary of a VIE as the entity that has (i) the power to direct the
activities of the VIE that most significantly impact the VIE’s economic performance, and (ii) the obligation to absorb
losses or the right to receive benefits that could potentially be significant to the VIE. In determining whether it has the
power to direct the activities of the VIE that most significantly affect the VIE’s performance, the provision requires a
company to assess whether it has an implicit financial responsibility to ensure that a VIE operates as designed. It also
requires continuous reassessment of primary beneficiary status rather than periodic, event-driven assessments as
previously required, and incorporates expanded disclosure requirements. The adoption of this provision on January 1,
2010 had no impact on the Company’s determination of the primary beneficiary of its VIEs. Thus, the adoption did
not impact the Company’s condensed consolidated financial statements.

Note 12. Subsequent Events

In October 2010, the Company placed a $2.1 million letter of credit on one of its operating properties. No amount
was advanced against this instrument.
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In October 2010, in accordance with terms of the Credit Agreement, the Company paid $300,000 to exercise its
option to extend the maturity date of the unsecured facility from February 20, 2011 to February 20, 2012.

17

31



Edgar Filing: KITE REALTY GROUP TRUST - Form 10-Q

Table of Contents

Cautionary Note About Forward-Looking Statements

This Quarterly Report on Form 10-Q, together with other statements and information publicly disseminated by Kite
Realty Group Trust (the “Company’), contains certain forward-looking statements within the meaning of Section 27A of
the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Such
statements are based on assumptions and expectations that may not be realized and are inherently subject to risks,
uncertainties and other factors, many of which cannot be predicted with accuracy and some of which cannot be
anticipated. Future events and actual results, performance, transactions or achievements, financial or otherwise, may
differ materially from the results, performance, transactions or achievements, financial or otherwise, expressed or
implied by t