Section 1: 10-K405/A (AMENDMENT #3 TO FORM 10-K 405)

SECURI TI ES AND EXCHANGE COWM SSI ON
WASHI NGTON, D. C. 20549

FORM 10- K/ A
AMENDMENT NO. 3

[X] ANNUAL REPORT PURSUANT TO SECTI ON 13 OR 15(d) OF THE SECURI TI ES EXCHANGE
ACT OF 1934

FOR THE FI SCAL YEAR ENDED: DECEMBER 31, 1996
OoR

[ 1 TRANSI TI ON REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURI TI ES
EXCHANGE ACT OF 1934

FOR THE TRANSI TI ON PERI OD FROM TO
COW SSI ON FI LE NUMBER: 1-11954

VORNADO REALTY TRUST
(EXACT NAME OF REGQ STRANT AS SPECI FIED I N I TS CHARTER)

MARYLAND 22-1657560
(STATE OR OTHER JURI SDI CTI ON OF (I.R S. EMPLOYER
| NCORPORATI ON OR ORGANI ZATI ON) | DENTI FI CATI ON NUMBER)
PARK 80 WEST, PLAZA ||, SADDLE BROOK, NEW
JERSEY 07663
(ADDRESS OF PRI NCI PAL EXECUTI VE OFFI CES) (ZI'P CODE)

REG STRANT' S TELEPHONE NUMBER | NCLUDI NG AREA CODE: (201) 587-1000

SECURI TI ES REG STERED PURSUANT TO SECTI ON 12(b) OF THE ACT:

TI TLE OF EACH CLASS NAME OF EACH EXCHANGE ON WHI CH REG STERED
COVMMON SHARES OF BENEFI CI AL NEW YORK STOCK EXCHANGE
| NTEREST, $.04 PAR VALUE PER SHARE

SECURI TI ES REG STERED PURSUANT TO SECTI ON 12(g) OF THE ACT: NONE

Indi cate by check mark whether the registrant (1) has filed all reports
required to be filed by Section 13 or 15(d) of the Securities Exchange Act of
1934 during the preceding 12 nonths (or for such shorter period that the
registrant was required to file such reports) and (2) has been subject to such
filing requirenents for the past 90 days. YES [X] NOJ[ ]

I ndi cate by check mark if disclosure of delinquent filers pursuant to Item

405 of Regulation S-Kis not contained herein, and will not be contained, to the
best of registrant's know edge, in definitive proxy or information statenents
incorporated by reference in Part Il of this Form 10-K or any amendnment to this

Form 10-K.  [X]

The aggregate market value of the voting shares held by non-affiliates of
the registrant, i.e. by persons other than officers and trustees of Vornado
Realty Trust as reflected in the table in Item 12 of this Annual Report, at
March 7, 1997 was $1, 085, 100, 000.

As of March 8, 1997, there were 26,547,680 shares of the registrant's
shares of beneficial interest outstanding.

DOCUMENTS | NCORPORATED BY REFERENCE



Part 111: Proxy Statenment for Annual Meeting of Sharehol ders held on May
28, 1997.
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PART |
I TEM 1. BUSI NESS
GENERAL

The Conpany is a fully-integrated real estate investnment trust ("REIT")
whi ch owns, |eases, devel ops, redevel ops and manages retail and industrial
properties primarily located in the Mdatlantic and Northeast regions of the
United States.

On Decenber 2, 1996, Mchael D. Fascitelli became the President of the
Conpany and was el ected to the Conpany's Board. M. Fascitelli was formerly the
Partner at Gol dman, Sachs & Co. in charge of its real estate practice. M.
Fascitelli also has been elected a director of Al exander's, Inc.

To date, the Conpany's primary focus has been on shopping centers. The
Conpany may expand its focus by utilizing its senior managenent's skills and its
access to capital to take advantage of strategic opportunities to acquire
addi tional real estate assets or interests therein, nortgage |oans secured by
underlying real estate and conpanies that own real estate. Acquisitions may
i nclude, anong others, assets or interests in the retail, office building, hotel
and residential sectors in the geographic areas where it presently operates
(Northeast and Mdatlantic regions of the United States) or in other narkets
with simlar attributes. Investments are not necessarily required to be based on
specific allocation by type of property. The Conpany has historically held its
properties for long-terminvestnent; however, it is possible that properties in
the portfolio may be sold in whole or in part, as circunstances warrant, from
time to tine. Further, the Conpany has not adopted a policy that limts the
amount or percentage of assets which would be invested in a specific property.

It is managenment's intention that the Conpany continually have access to
the capital resources necessary to expand and devel op its business. Accordingly,
the Conpany may seek to obtain funds through equity offerings or debt financing,
al though there is no express policy with respect thereto. The Conpany nmay offer
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its shares in exchange for property and repurchase or otherw se reacquire its
shares or any other securities and may engage in such activities in the future.

Wil e the Conpany may seek the vote of its shareholders in connection with
any particular naterial transaction, generally the Conpany's activities are
reviewed and may be nodified fromtinme to time by its Board of Trustees without
the vote of sharehol ders.

On March 12, 1997, the Conpany entered into a definitive agreement (the
"Agreenment") to acquire interests in all or a portion of seven Manhattan office
bui I di ngs and a managenent conpany held by the Mendi k Conpany and certain of its
affiliates. In conjunction with this transaction, the Conpany will convert to an
Unbrella Partnership REIT (UPREIT). The estimated consideration for the
transaction is approxinately $654, 000,000, including $269, 000,000 in cash,
$168, 000,000 in UPREIT linited partnership units and $217, 000,000 in
i ndebt edness. The Agreenent is subject to the consent of third parties and other
customary conditions. It is currently expected that the proposed transaction
woul d be consunmated in the second quarter, but there can be no assurance that
the proposed transaction will be conpleted.

The Conpany's shopping centers are generally | ocated on major regional
hi ghways in mature densely popul ated areas. The Conpany believes its shopping
centers attract consuners froma regional, rather than a nei ghborhood,
mar ket pl ace because of their |ocation on regional highways and the high
percentage of square feet dedicated to large stores. As of Decenber 31, 1996,
the Conpany owned 57 shopping centers in seven states containing 10.0 mllion
square feet, including 1.2 mllion square feet built by tenants on | and |eased
fromthe Conpany. The Conpany's shopping centers accounted for 92% of the
Conpany's rental revenue for the years ended Decenber 31, 1996 and 1995. The
occupancy rate of the Conpany's shopping center properties was 90% and 91% as of
February 1, 1997 and 1996, respectively, and has been over 90%in each of the
past five years.

Further, the Conpany owns ei ght warehouse/industrial properties in New
Jersey containing 2.0 mllion square feet and two office buildings containing
250, 000 square feet. In addition, the Conpany owns 29.3% of the conmmpn stock of
Al exander's, Inc. ("Al exander's") which has nine properties in the New York City
region. See "Relationship with Al exander's" for a discussion of Alexander's
properties.
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As of Decenber 31, 1996, approxinmately 80% of the square footage of the
Conpany's shopping centers was | eased to | arge stores (over 20,000 square feet)
and over 93% was | eased to tenants whose businesses are national or regional in
scope. The Conpany's large tenants include destination retailers such as
di scount department stores, supermarkets, honme inprovenents stores, discount
apparel stores, nenbership warehouse clubs and "category killers." Category
killers are large stores which offer a conplete selection of a category of itens
(e.g., toys, office supplies, etc.) at low prices, often in a warehouse format.
The Conpany's large store tenants typically offer basic consuner necessities
such as food, health and beauty aids, noderately priced clothing, building
materials and honme inprovenent supplies, and conpete primarily on the basis of
price. The Conpany believes that this tenant mix mtigates the effects on its
properties of adverse changes in general econom c conditions. Substantially all
of the Conpany's large store |leases are long-termwith fixed base rents and
provide for step-ups in rent typically occurring every five years.

In addition, the Conpany's |eases generally provide for additional rents
based on a percentage of tenants' sales. O the Conpany's $87, 424,000 of rental
revenue in 1996, base rents accounted for approxinately 99% and percentage rents
accounted for approxi mately 1% The Conpany's |eases generally pass through to
tenants the tenant's share of all common area charges (including roof and
structure, unless it is the tenant's direct responsibility), real estate taxes
and insurance costs and certain capital expenditures. As of Decenber 31, 1996,
the average annual base rent per square foot for the Conpany's shopping centers
was $9. 09.

From 1992 t hrough 1996, the Conpany's property rentals from shopping
centers (including the effects of straight-lining of rents) were $56, 900, 000,
$61, 900, 000, $64, 700, 000, $74, 300, 000 and $80, 000, 000, respectively.
Straight-lining of rents averages the rent increases provided for in |eases such
that property rentals for financial statement purposes is constant throughout
the termof the lease. This convention applies to | eases entered into after
November 14, 1985.

As of Decenmber 31, 1996, no single shopping center property accounted for
nore than 6.2% of the Conpany's total |easable area for its shopping center
properties or nore than 5.8% of property rentals for its shopping center
properties. Bradlees, Inc. ("Bradlees") accounted for 22% 21% and 19% of total
property rentals for the years ended Decenber 31, 1996, 1995 and 1994,
respectively. Home Depot represented 5.5% and Sam s \Wol esal e/ Wal *Mart, Shop
Rite, Pathmark, T.J. Maxx/ Marshalls and Staples each accounted for approxinately
3.0% of the total property rentals for the year ended December 31, 1996.

I'n June 1995, Bradlees filed for protection under Chapter 11 of the U.S.



Bankruptcy Code. The Conpany currently | eases 17 locations to Bradl ees. O these
| ocations, 14 are fully guaranteed by Stop & Shop Conpanies, Inc. ("Stop &
Shop"), a wholly-owned subsidiary of Royal Ahold NV, a |eading international
food retailer, and one is guaranteed as to 70% of the rent. Several of the
Conpany's other tenants, whose rents aggregated |ess than 3.0% of the Conpany's
total property rentals for the year ended Decenber 31, 1996, have also filed for
protection under Chapter 11.

Vornado, Inc., the imedi ate predecessor to the Conpany, was nerged with
the Conpany on May 6, 1993 in connection with the Conpany's conversion to a
REI T.

The Conpany administers all operating functions, including |easing,
managenent, construction, finance, |egal, accounting and data processing, from
its executive offices (other than the |easing of the Conpany's three Texas
properties, which is done by an enpl oyee locally).

The Conpany's principal executive offices are |ocated at Park 80 West,
Plaza |Il, Saddle Brook, New Jersey 07663; tel ephone (201) 587-1000.

RELATI ONSHI P W TH ALEXANDER' S

I'n March 1995, the Conpany purchased all of the 1,353,468 shares of common
stock of Al exander's then owned by Citibank, N. A ("Citibank"), representing
27.1% of the outstanding shares of common stock of Al exander's, for $40.50 per
share in cash. As a result of the acquisition, the Conpany owns 29.3% of the
common stock of Al exander's. (See "Interstate Properties" for a description of
its ownership of the Conpany and Al exander's.)

3
5

Al exander's has nine properties (where its department stores were formerly
| ocat ed) consisting of:

Operating properties:
(i) the Rego Park | property located in Queens, New York;

(ii) a 50%interest in the 427,000 square feet of nall stores at the
Ki ngs Pl aza Shopping Center (the "Kings Plaza Mall") in Brooklyn, New York;

(iii) the Fordham Road property located in the Bronx, New York;
(iv) the Flushing property located in Flushing, New York; and
(v) the Third Avenue property in the Bronx, New York.

The occupancy rate of Al exander's operating properties was 95% and 69% as
of Decenber 31, 1996 and 1995, respectively.

Non- operating properties to be redevel oped:

(vi) the Lexington Avenue property which conprises the entire square
bl ock bounded by Lexi ngton Avenue, East 59th Street, Third Avenue and East
58th Street in Manhattan, New York. This Property is owned by a limted
partnership in which Al exander's is the general partner and owns
approximately 92% of the limted partnership interests. Al exander's
redevel opment plans include razing the existing building and devel oping a
large, multi-use building, requiring capital expenditures in excess of $300
mllion. No devel opnent decisions have been finalized;

(vii) the Paramus property which consists of 39.3 acres of |and,
including its forner store building, |ocated at the intersection of Routes
4 and 17 in Paranus, New Jersey. Approxinmately 9 acres |ocated on the
property's periphery are subject to condemmation by the State of New
Jersey. Al exander's and the New Jersey Departnment of Transportation (the
"DOT") are negotiating an agreenent, pursuant to which the DOT will pay
approximately $14.7 nillion for the acreage subject to condemation and
grant Al exander's the right to develop up to 550,000 square feet on the
remai ni ng acreage. The agreenment with the DOT is subject to negotiation of
final docunentation and to certain nunicipal approvals. Al exander's is
considering razing the existing building and devel oping a two or three
I evel shopping center on the site. The estimated total cost of such
redevel opnent is between $60 nmillion and $70 nmillion. No devel opnent
deci si ons have been finalized;

(viii) the Kings Plaza Store, a 339,000 square foot anchor store,
which is one of the two anchor stores at the Kings Plaza Mll Shopping
Center. In January 1997, Sears |eased 289,000 square feet at this location
for use as a full-line departnent store expected to open in the |ast
quarter of 1997, and

(i x) Rego Park Il, conprising one and one-half blocks of vacant |and
adj acent to the Rego Park | |ocation.

Vor nado expects to provide a portion of the financing required for



Al exander's redevel opnment projects. None of the redevel opnent plans for the
non-operating properties above have been finalized. See Item 2.
"Properties -- Alexander's".

I'n March 1995, the Conpany |ent Alexander's $45 million to repay its
creditors and provi de working capital. The loan matures in March 1998, and bears
interest at 15.60% Managenent believes there are no indications of inpairnent
in accordance with SFAS No. 114, "Accounting by Creditors for |npairment of a
Loan".

In Septenber 1995, Caldor, which |eases the Fordham Road and Fl ushing
properties from Al exander's, filed for protection under Chapter 11. Cal dor
accounted for approxi mately 36% and 56% of Al exander's consolidated revenues for
the years ended Decenber 31, 1996 and 1995, respectively. On February 11, 1997,
Cal dor announced that, subject to Bankruptcy Court approval, it expects to close
its Fordham Road store in May 1997.
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The Conpany nanages, devel ops and | eases the Al exander's properties under a
managenment and devel opnent agreenent (the "Managenment Agreenment") and a | easing
agreenment (the "Leasing Agreenment") pursuant to which the Conpany receives
annual fees from Al exander's.

Al exander's common stock is listed on the New York Stock Exchange under the
synmbol "ALX".

Interstate Properties

As of Decenber 31, 1996, Interstate Properties owned 24.4% of the common
shares of beneficial interest of the Conpany and 27.1% of Al exander's common
stock. Interstate Properties is a general partnership in which Steven Roth,
Davi d Mandel baum and Russell B. Wght, Jr. are partners. M. Roth is the
Chai rman of the Board and Chi ef Executive Officer of the Conpany, the Managi ng
General Partner of Interstate Properties, and the Chief Executive Oficer and a
director of Alexander's. Messrs. Mandel baum and W ght are trustees of the
Conpany and are also directors of Al exander's. Effective March 2, 1995, for a
three-year period, the Conpany and Interstate Properties agreed not to own in
excess of two-thirds of Al exander's common stock or enter into certain other
transactions with Al exander's, w thout the consent of the independent directors
of Al exander's.

COWPETI Tl ON

The leasing of real estate is highly conpetitive. Demand for retail space
has been inpacted by the recent bankruptcy of a nunber of retail conpanies and a
general trend toward consolidation in the retail industry which could adversely
affect the ability of the Conpany to attract or retain tenants. The principal
nmeans of conpetition are price, location and the nature and condition of the
facility to be | eased. The Conpany directly conpetes with all |essors and
devel opers of simlar space in the areas in which its properties are |ocated.
ENVI RONMVENTAL REGULATI ONS

See "Note 11 -- Contingencies" to the Consolidated Financial Statenents at
page 40.

EMPLOYEES
The Conpany enpl oys 72 peopl e.
SEGVENT DATA
The conpany operates in one business segnent -- real estate. See "Note
9 -- Leases" to the Consolidated Financial Statenments at page 39 for information

on significant tenants. Vornado engages in no foreign operations.
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I TEM 2.
PROPERTI ES

The Conpany | eases 27,000 square feet in Saddl e Brook, New Jersey for
use as it's executive offices

The followi ng table sets forth certain informati on as of Decenber 31,
1996 relating to the properties owned by the Conpany

The Principal Tenants as descri bed bel ow, which are prinmarily tenants
whi ch occupy 30,000 square feet or nore, accounted for approxi mately 70% of
total square footage.

LEASABLE BUI LDI NG



SQUARE FOOTAGE

YEAR OWNED BY NUMBER AVERAGE
ORI Gl NALLY LAND OWNED/ TENANT ON OF ANNUALI ZED
DEVELOPED AREA LEASED BY LAND LEASED TENANTS BASE RENT
LOCATI ON OR ACQUI RED  ( ACRES) COVPANY FROM COMPANY  12/31/96 PER SQ FT. (1)
SHOPPI NG CENTERS
NEW JERSEY
Atlantic City.......oui i 1965 17.7 135,774 -- -- --
Bordent OWNn. .. ...t 1958 31.2 178, 678 -- 4 $ 6.54
Bricktown. . ... ... .. ... .. 1968 23.9 259, 888 2,764 19 10. 22
Cherry Hill.. . . 1964 37.6 231, 142 63, 511 13 8. 38
Delran. ... .. ... 1972 17.5 167, 340 1,200 5 5.32
DOVl . o 1964 19.6 172,673 -- 12 5.87
East Brunswick.......... ... . .. .. ... ... 1957 19.2 219, 056 10, 400 7 11. 45
East Hanover........ ... . . ... 1962 24.6 271, 066 -- 16 10. 21
Hackensack............. ... . ... ... . ... i 1963 21.3 207, 548 59, 249 19 14.75
Jersey City. ... 1965 16. 7 222,478 3,222 10 11.99
Kearny. . ... 1959 35.3 41,518 62,471 4 6. 47
Lawnside. . ... 1969 16. 4 145, 282 -- 3 9. 07
o o 1975 8.7 130, 000 -- 1 8. 50
Manal apan. . ....... ... 1971 26.3 194, 265 2,000 7 8. 84
Marlton. ... 1973 27.8 173, 238 6, 836 10 8.29
Mddletown. . ... 1963 22.7 179, 584 52, 000 21 12. 25
Morris Plains. ... ... i, 1985 27.0 171, 493 1, 000 18 11. 04
North Bergen.............. i, 1959 4.6 6,515 55, 597 3 25.78
North Plainfield(4)....... ... ... . ... . . ... 1989 28.7 217, 360 -- 16 8.71
LEASE
EXPI RATI ON/
PERCENT OPTI ON
LOCATI ON LEASED PRI NCI PAL TENANTS EXPI RATI ON
SHOPPI NG CENTERS
NEW JERSEY

Atlantic City. ... -- --
Bordent own. .. ....... ... 100% Bradl ees(2)(3) 2001/ 2021

Shop-Rite 2011/ 2016
Bricktown............ ... . ... .. ... 99% Cal dor 2008/ 2028

Shop-Rite 2002/ 2017
Cherry Hill. ... .. 94% Bradl ees(2)(3) 2006/ 2026

Drug Enporium 2002

Shop & Bag 2007/ 2017

Toys "R' Us 2012/ 2042
Delran. ... ... ... 95% Sanml s Whol esal e 2011/ 2021
DOVEr . oo 97% Amres 2017/ 2037

Shop-Rite 2012/ 2022
East BrunswiCK................ . ..., 100% Br adl ees(3) 2003/ 2023

Shoppers World 2007/ 2012

T.J. Maxx 1999
East Hanover............... .. i 97% Home Depot 2009/ 2019

Marshal | s 2004/ 2009

Pat hmar k 2001/ 2024

Todays Man 2009/ 2014
Hackensack. ........... . . 96% Br adkees( 3) 2012/ 2017

Pat hmar k 2014/ 2024

Ri ckel Home Center 2003/ 2013
Jersey City. ..o 92% Br adl ees(3) 2002/ 2022

Shop-Rite 2008/ 2028
Kearny. . ... 89% Pat hmar k 2013/ 2033

Ri ckel Home Center 2008
Lawnsi de. . ... 100% Home Deposit 2012/ 2027

Drug Enporium 2007
Lodi ..ot 100% Nat i onal Whol esal e

Li qui dat ors 2013/ 2023
Manal apan. . ............ ... 100% Br adl ees(3) 2002/ 2022

Grand Uni on 2012/ 2022
Marlton. ... 100% Kohl ' s(2)(3) 2011/ 2031

Shop-Rite 1999/ 2009
Mddletown....... ... .. ... .. ... 96% Br adl ees(3) 2002/ 2022

Grand Union 2009/ 2029
Morris Plains........ ... . 97% Cal dor 2002/ 2023

Shop-Rite 2002
North Bergen. ...... ..., 100% A&P 2012/ 2032
North Plainfield(4)...... ... 96% KMar t 2006/ 2016

Pat hmar k 2001/ 2011



LEASABLE BUI LDI NG
SQUARE FOOTAGE

YEAR OWNED BY NUMBER AVERAGE
ORI G NALLY LAND OWNED/ TENANT ON OF ANNUALI ZED
DEVELOPED AREA LEASED BY LAND LEASED TENANTS BASE RENT
LOCATI ON OR ACQUI RED  ( ACRES) COMPANY FROM COMPANY  12/31/96  PER SQ. FT. (1)
TOLOWA. . .ottt 1957 40.5 201, 471 93,613 8 15. 96
Turnersville.. ... ... .. . . . . . 1974 23.3 89, 453 6,513 3 5.98
Uni ON. ..o 1962 24.1 257, 045 -- 12 17. 48
Vineland. . ... ... . 1966 28.0 143, 257 -- 4 6. 95
Watchung. . ... 1959 53.8 49, 979 115, 660 6 17.80
Woodbridge. . ... ... 1959 19.7 232,755 3,614 10 13. 00
NEW YORK
14th Street and Uni on Square, Manhattan........ 1993 0.8 231,770 -- 1 9.92
Albany (Menands)............. ..., 1965 18.6 140, 529 -- 2 6. 35
Buffalo (Amherst)(4)....... ... . .. 1968 22.7 184, 832 111, 717 10 6.71
Coram(4) . ..o 1976 2.4 103, 000 -- 1 2.22
Freeport . ... 1981 12.5 166, 587 -- 3 11.50
New Hyde Park(4)....... ... ... 1976 12.5 101, 454 -- 1 13.55
North Syracuse(4). .. ... 1976 29.4 98, 434 -- 1 2.74
Rochester (Henrietta)(4)....... ... 1971 15.0 147, 812 -- 1 5.86
Rochester. ... ... . . 1966 18.4 176, 261 -- 1 6. 05
PENNSYLVANI A
Allentown. ... ... 1957 86.8 262, 607 356, 938 19 9. 63
LEASE
EXPI RATI ON/
PERCENT OPTI ON
LOCATI ON LEASED PRI NCI PAL TENANTS EXPI RATI ON
TOLOWA. . . oottt et 97% Br adl ees( 3) 2013/ 2028
Home Depot 2015/ 2025
Marshal |'s 2007/ 2012
Turnersville. ... ... 100% Bradl ees(2)(3) 2011/ 2031
UniON. .o 100% Br adl ees( 3) 2002/ 2022
Toys "R' Us 2015
Cost Cutter Drug 2000
Vineland. . ... ... . 51% Ri ckel Home Center 2005/ 2010
Watchung. . ... 96% BJ \Whol esal e 2024
Woodbridge. . ... .. 96% Br adl ees( 3) 2002/ 2022
Foodt own 2007/ 2014
Syns 2000
NEW YORK
14th Street and Union Square, Manhattan........ 100% Br adl ees 2019/ 2029
Albany (Menands) . ........ ... .. 100% Fl eet Bank 2004/ 2014
Al bany Public Mts. (5) 2000
Buffalo (Amherst)(4)..... ... .. 96% Circuit Gty 2017
Medi a Pl ay 2002/ 2017
M) Design 2006/ 2017
Toys "R' Us 2013
TJ Maxx 1999
Coram(d) . . 100% May Depart ment 2011
St ores(5)
Freeport. . ... 100% Home Depot 2011/ 2021
Cabl evi si on 2004
New Hyde Park(4)........ ... 100% Br adl ees(6) 2019/ 2029
North Syracuse(4). . ... ..., 100% Rei sman Properties 2014
Rochester (Henrietta)(4)........ ... ... i, 47% Hechi nger (5) 2005/ 2025
Rochester....... ... . . . . .. 41% Hechi nger (5) 2005/ 2025
PENNSYLVANI A
ALTENtOWN. ..o 98% Hechi nger 2011/ 2031
Shop-Rite 2011/ 2021
Burlington Coat Factory 2017
Wal - Mar t 2024/ 2094
Sanl s Whol esal e 2024/ 2094
TJ Maxx 1998/ 2008
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LEASABLE BUI LDI NG
SQUARE FOOTAGE

YEAR OMNNED BY NUMBER AVERAGE
ORI G NALLY LAND OWNED/ TENANT ON OF ANNUALI ZED
DEVELOPED AREA LEASED BY LAND LEASED TENANTS BASE RENT

LOCATI ON OR ACQUI RED  ( ACRES) COVPANY FROM COMPANY 12/ 31/ 96 PER SQ FT. (1)



Bensal em .. ... ... . 1972 23.2 208, 174 6, 714 13 7.49
Bethlehem ... ... .. . . . 1966 23.0 157, 212 2,654 12 4.76
Broomal | ... .. 1966 21.0 145,776 22,355 5 8.31
Genolden.......... ... .. 1975 10.0 101, 235 -- 3 14.75
Lancast er. . ... e 1966 28.0 179, 982 -- 7 4. 28
Levittown. ... ... . e 1964 12.8 104, 448 -- 1 5.98
10th and Market Streets, Philadelphia.......... 1994 1.8 271, 300 -- 2 7.94
Upper Moreland....... ... ... 1974 18.6 122, 432 -- 1 7.50
YOr K. o 1970 12.0 113, 294 -- 3 4.64
MARYLAND
Baltinmore (Belair Rd).......... ... ... ........... 1962 16.0 205, 723 -- 3 4.83
Baltimore (TOWSON)........... ..o 1968 14.6 146, 393 6, 800 7 9.62
Baltimore (Dundalk)............. .. ... .. ...... 1966 16.1 183, 361 -- 17 6. 48
GFen Burni . ....... i e 1958 21.2 117, 369 3,100 4 5.90
Hagerstown. ... .. ... .. .. . 1966 13.9 133, 343 14, 965 6 3.01
CONNECTI cUT
Newi ngton. ....... . 1965 19.2 134, 229 45, 000 4 6. 24
Vaterbury. ... 1969 19.2 139, 717 2,645 10 7.64
MASSACHUSETTS
Chi COPEE. . oot 1969 15. 4 112, 062 2,851 3 4.85
MIford(4). ... ... 1976 14.7 83, 000 -- 1 5.26
Springfield....... . ... . . . 1966 17. 4 8,016 117, 044 2 11. 25
LEASE
EXPI RATI ON/
PERCENT OPTI ON
LOCATI ON LEASED PRI NCI PAL TENANTS EXPI RATI ON
Bensalem . ... ... ... 89% (2)(3) 2011/ 2031
Shop-Rite 2011/ 2031
Bethlehem ... ... . .. . . 78% Pat hmar k 2000/ 2023
Super Petz 2005/ 2015
Broomal | ... ... ... . 100% Br adl ees(2)(3) 2006/ 2026
Genolden. ... ... . 100% Br adl ees(2) (3) 2012/ 2022
Lancast er. ... 50% Weis Markets 1998/ 2018
Levittown. ......... ... 100% (2)(3) 2006/ 2026
10th and Market Streets, Philadelphia.......... 62% Ki nco Real ty Corporation 2010/ 2035
Upper Moreland......... ... . . ... 100% Sam s \Whol esal e(2) 2010/ 2015
YOI K. 100% Bui | ders Square 2009/ 2018
MARYLAND
Baltinmore (Belair Rd).......... ... ............ 100% Bi b B Food 1999/ 2004
War ehouse Y? I nnovatyve 2002/ 2007
Baltinmore (TOWSON) .. ... ...t 100% St apl es 2004
Cost Saver Super nar ket 2000/ 2020
Drug Enporium 1999/ 2004
Baltinmore (Dundalk)......... ... . ... ... ... ... ... 97% A&P 1997/ 2007
Alie's 1998/ 2008
Manor Shops 1998
Gen Burnie...... ... 78% Pat hmark Stores, Inc(5) 2005
Hagerstown. . ......... .. 100% Big Lots 2002/ 2012
Phar mhouse 2008/ 2012
Wei s Markets 1999/ 2009
CONNECTI cUT
Newi ngton. ...... .. 100% (3) 2002/ 2022
The Wz 2007/ 2027
VAterbury. ... ... 100% Toys "R' Us 2010
Shaws Super nar ket s 2003/ 2018
MASSACHUSETTS
Chi COPeE. . 93% Br adl ees( 3) 2002/ 2022
MIford(4). ... 100% Br adl ees(3) 2004/ 2009
Springfield. ... ... . .. . . . . . . 100% Wal - Mar t 2018/ 2092
8
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LEASABLE BUI LDI NG
SQUARE FOOTAGE
YEAR OWNED BY NUMBER AVERAGE
ORI G NALLY LAND OWNED/ TENANT ON OF ANNUALI ZED
DEVELOPED AREA LEASED BY LAND LEASED TENANTS BASE RENT
LOCATI ON OR ACQUI RED ( ACRES) COVPANY FROM COMPANY 12/ 31/ 96 PER SQ FT. (1)
TEXAS
Lewisville. ... 1990 13.3 34, 893 1,204 14 13. 60
MeSqUIit . . . 1990 5.5 71, 246 -- 14 13.90
Dallas. ... ... e 1990 9.9 99, 733 -- 8 9.25
Total Shopping Centers..................... 1,182.1 8, 785, 082 1, 233, 637 411 9.09



WAREHOUSE/ | NDUSTRI AL

E. BrunswiCK. ........ . 1972 16.1 325, 800 -- 2 2.17
E. Hanover. ... ... . ... . 1963- 1967 45.5 941, 429 -- 12 3.64
Edi SON. ... 1982 18.7 272,071 -- 1 2.75
Garfield. ... ... .. . 1959 31.6 486, 620 -- 3 3.46
Total Warehouse/lIndustrial................. 111.9 2,025,920 -- 18 3.19
OTHER PROPERTI ES
Paramus(4) . . ... 1987 3.4 118, 225 -- 25 17.29
Mont el ai r. ... 1972 1.6 16, 928 -- 1 17. 00
RANWAY (4) . . o ot et e e 1972 -- 32,000 -- 1 4.88
Manhattan, NY(8)........ ..., 1966 0.5 149, 000 -- 1 7.65
Total Other Properties..................... 5.5 316, 153 -- 28 10. 61
Grand Total ........... . 1,299.5 11,127, 155 1, 233, 637 457 $ 8.13
LEASE
EXPI RATI ON/
PERCENT OPTI ON
LOCATI ON LEASED PRI NCI PAL TENANTS EXPI RATI ON
TEXAS
Lewisville. . ... . 88% Al bertson' s(7) 2055
Mesquite. . ... ... 95%
Dallas. ... ... 80% Al bertson' s(7) 2055
Total Shopping Centers..................... 90%
WAREHOUSE/ | NDUSTRI AL
E. BrunswiCK........... ..o, 97% Popsi cl e Pl aywear 2000/ 2005
| FB Apparel 2001/ 2006
E. Hanover........... ... . . ... ... ... 94% Various Tenants
Edi SONn. . ... 100% White Cons. |nd. 1998/ 2001
Garfield. ... ... . . 38% Popul ar Servi ces of
Various Tenants 2007
Total Warehouse/lndustrial................. 81%
OTHER PROPERTI ES
Paramus(4) . ..o 65%
Montclair. .. ... ... . 100%
RANWAY (4) . . o o e et e e et e e 100%
Manhattan, NY(8)......... . ... .. .. 100% Anerican Broadcasting
Conpani es 1999
Total Other Properties..................... 87%
Gand Total ........ ... . 89%
(1) Average annualized base rent per square foot does not include ground

(3)

(4

(5)

(6)

(7
(8)

| TEM 2.

| eases (which | eases are included in percent |eased) or rent for |eases
whi ch had not comrenced as of December 31, 1996.

Mont gomery Ward & Co., Inc. (a previous |lessor) renmins |iable on such
|l ease including the rent it was obligated to pay -- approxinately 70%
These | eases are either fully guaranteed by Stop & Shop, a wholly-owned

subsidiary of Royal Ahold NV, or in the case of Totowa, guaranteed as to
70% of rent

Ground and/ or building | easehold interest.

The tenant has ceased operations at these |ocations but continues to pay
rent.

Bradl ees recei ved Bankruptcy Court approval in January 1997 to close this
store.

Squar e footage excludes Al bertson's which owns its |Iand and buil di ng.
The Conpany owns a 50%interest in this property.
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ALEXANDER S PROPERTI ES



The followi ng table shows the |ocation,
1996 of each of Al exander's properties.

as of Decenber 31,

OPERATI NG
PROPERTI ES
NEW YORK:
Rego
Park -- Queens...

Ki ngs Pl aza
Shoppi ng
Center &
Marina (Kings
Plaza Mall)
Br ookl yn. . ...

For dham
Road -- Bronx...

Fl ushing -- Queens...

Third
Avenue -- Bronx...

REDEVEL OPMENT
PROPERTI ES
Lexi ngt on

Avenue -- Manhattan. ..

Ki ngs Pl aza

Store -- Brooklyn...

Rego Par k

Il -- Queens...
NEW JERSEY:

Par anus, New

(1) Average annualized base rent
| eases whi ch had not

(2) Excludes parking garages operated for the benefit of Alexander's

APPROXI MATE
LAND SQUARE
FOOTAGE
(" SF")
OWNERSHI P OR ACREAGE
Omned 4.8 acres
50% 24.3 acres
Omned
Omned 92,211 SF
Leased 44,975 SF
Omned 60, 451 SF
92% 84,420 SF
Omned
Omned Included in
Shoppi ng
Center above
Owned 6.6 acres
Omned 39.3 acres(7)

commenced as of Decenber

per square foot does not
31, 1996

APPROXI MATE
BUI LDI NG SQUARE
FOOTAGE/
NUMBER
OF FLOORS

351, 000/ 3(2)

427,000/ 2( 2) (4)
303, 000/ 5
177, 000/ 4( 2)

173,000/ 4
1, 431, 000

591, 000/ 6( 6)

339, 000/ 4

340, 000/ 3( 6)

include rent

approxi mate size and | easing status

AVERAGE

ANNUAL | ZED

BASE RENT
PER SQ FOOT(1)

$ 27.79

31.19

11.54
16. 35

for

(3) The Circuit City and Bed Bath & Beyond | eases are expected to commence in
the first half of 1997. The Sears |l ease is expected to conmmence in the |ast

quarter of 1997

(4) Excludes approxi mately 150,000 square feet of enclosed

(5) On February 11

1997,

Cal dor announced t hat,

approval, it expects to close this store in My 1997

(6) Alexander's is evaluating redevel opnent

invol ve razing the existing buildings

(7) Approxinmately 9 acres are subject to condemation

| NSURANCE

The Conpany carries conprehensive liability,

and renta

conforms to industry norns.

| NDEBTEDNESS

fire, flood,
| oss insurance with respect to its properties with policy
specifications and insured limts customarily carried for simlar
Managenent of the Conpany believes that

The Conpany has historically maintained a relatively low | eve

mar ket capitalization.

$1, 394, 000, 000

percentage nay increase

At

Decenber 31, 1996

in connection with its strategy for
This policy may be reviewed and nodified fromtine to
time by the Conpany w thout the vote of sharehol ders.

common area space

subj ect to Bankruptcy Court

pl ans for these sites which may

ext ended cover age

properties.
the Conpany's insurance coverage

of debt to
the ratio of debt to narket
capitalization was 17% based on debt of $232,287,000 and narket equity of

In the future, growh, this

PERCENT
LEASED

96%

84%

100%
100%

100%

Bed Bath &

Beyond
Circuit Cty
Mar shal | s
Sear s

120 Tenants

Cal dor (5)
Cal dor

An affiliate of
Conway

Sears

LEASE
EXPI RATI ON/
OPTI ON
EXPI RATI ON

(3)
(3)

2008/ 2021
2021

Vari ous
2013/ 2028
2027

2023

(3)



10
12

| TEM 3. LEGAL PROCEEDI NGS

The Conpany is fromtime to time involved in |legal actions arising in the
ordinary course of its business. In the opinion of managenent, after
consultation with | egal counsel, the outcome of such matters will not have a
material effect on the Conpany's financial condition or results of operations.

ITEM 4. SUBM SSION OF MATTERS TO A VOTE OF SECURI TY HOLDERS

No matters were subnmitted to a vote of security holders during the fourth
quarter of the year ended Decenber 31, 1996.

EXECUTI VE OFFI CERS OF THE REG STRANT

The following is a list of the nanes, ages, principal occupations and
positions with Vornado of the executive officers of Vornado and the positions
hel d by such officers during the past five years. Al executive officers of
Vornado have terms of office which run until the next succeeding neeting of the
Board of Trustees of Vornado follow ng the Annual Meeting of Sharehol ders unl ess
they are renpved sooner by the Board.

PRI NCI PAL OCCUPATI ON, POSI TI ON AND OFFI CE ( CURRENT AND
NAME AGE DURI NG PAST FI VE YEARS W TH VORNADO UNLESS OTHERW SE STATED)

Steven Roth............ 55 Chai rman of the Board, Chief Executive O ficer and Chairman of
the Executive Conmittee of the Board; the Managi ng General
Partner of Interstate Properties, a devel oper and operator of
shoppi ng centers and an investor in securities and
partnerships; Chief Executive O ficer of Alexander's, Inc.
since March 2, 1995 and a Director since 1989; Director of
I nsi tuf orm Technol ogi es, Inc.

M chael D. 40 President and a Trustee since Decenmber 2, 1996; Director of

Fascitel li........... Al exander's, Inc. since Decenber 2, 1996; Partner at Gol dman,

Sachs & Co. in charge of its real estate practice from
Decenber 1992 to Decenber 1996; and Vice President at Gol dman,
Sachs & Co., prior to December 1992.

Richard T. Rowan....... 50 Vice President -- Real Estate
Joseph Macnow.......... 51 Vice President -- Chief Financial Oficer; Vice
President -- Chief Financial Officer of Al exander's, Inc.

since August 1995

PART |1
ITEM 5. MARKET FOR REG STRANT' S COMVON EQUI TY AND RELATED STOCKHOLDER MATTERS
Vor nado' s common shares are traded on the New York Stock Exchange.

Quarterly price ranges of the common shares and divi dends per share paid
for the years ended Decenber 31, 1996 and 1995 were as foll ows:

YEAR ENDED YEAR ENDED
DECEMBER 31, 1996 DECEMBER 31, 1995
QUARTER HI GH LOW DI VI DENDS H GH LOW DI VI DENDS
Ist. o $38. 38 $35. 63 $ .61 $36. 25 $33.88 $ . 56
2nd. .. 41.50 37.13 .61 36. 00 32.63 . 56
rd. .. 42.13 40. 50 .61 39. 00 34.75 . 56
) 3 52. 88 40. 50 .61 37.88 34.38 . 56

The approxi mate nunber of record holders of comon shares of Vornado at
Decenber 31, 1996, was 2, 000.
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| TEM 6. SELECTED CONSOLI DATED FI NANCI AL DATA

YEAR ENDED DECEMBER 31,

(I'N THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS)



OPERATI NG DATA
Revenues:
Property rentals..................
Expense rei nmbursenments............
OGher income......................
Total Revenues.......................
Expenses:
Operating.............oouiiiii..
Depreci ation and anortization.....
General and adm nistrative........
Anmortization of officer's deferred
conpensation expense............
Costs incurred in connection wth
the merger Vornado, Inc. into
Vornado Realty Trust
Cost incurred upon exercise of a
stock option by an officer and
subsequent repurchase of a
portion of the shares...........

Total EXPENnses...............oouuun.n
Operating income.....................
Incone (loss) applicable to

Al exander's:

Equity in income (loss)

Depreciation......................

Interest income on loan...........
I ncone frominvestnment

to Vornado Managenent Corp........
Interest incone on nortgage note

receivable.......... ... ... . ...
Interest and dividend incone.........
Interest and debt expense............
Net gain on marketable securities....

I nconme from continuing operations
before income taxes...............
Provi sion (benefit) for income

Income from continuing operations....

Wei ght ed average nunber of shares
outstanding.......................
I ncone per share from continuing
operations......................
Cash dividends declared...........

* Does not include special
and profits paid in June 1993

14

BALANCE SHEET DATA

As at:

Total assets................ovvii...

Real estate, at

Accunul ated depreciation.............

Debt

Shar ehol ders

OTHER DATA

Funds from operations(1)

I ncome from continuing operations bef
income taxes......................
Depreci ation and anortization of r

property. ... ...
Strai ght-1lining of rental
Leasing fees received in excess of
recognized............... ... ....
Losses/ (gains) on sale of securit
available for sale..............

in and advances

Proportionate share of adjustnents to

.8 87,424 $ 80, 429 $ 70, 755 $ 67,213 $ 63, 186
. 26, 644 24,091 21,784 19, 839 17, 898
. 2,819 4,198 1,459 1,738 913
. 116, 887 108, 718 93, 998 88, 790 81, 997
. 36,412 32, 282 30, 223 27,994 27,587
. 11, 589 10, 790 9, 963 9,392 9, 309
. 5,167 6, 687 6, 495 5, 890 4,612
. 2,083 -- -- -- --
. -- -- -- 856 --
. -- -- -- -- 15, 650
. 55, 251 49, 759 46, 681 44,132 57, 158
. 61, 636 58, 959 47, 317 44, 658 24,839
. 1,679 (1,972) -- -- --
. (571) (417) -- -- --
. 6, 848 6, 343 -- -- --
. 1, 855 788 -- -- --
. 2,579 -- -- -- --
. 3,151 5,439 7,489 11, 620 8, 555
. (16, 726) (16, 426) (14, 209) (31, 155) (33,910)
. 913 294 643 263 2,779
. 61, 364 53,008 41, 240 25, 386 2,263
. -- -- -- (6, 369) 1,080
. $ 61,364 $ 53,008 $ 41,240 $ 31,755 $ 1,183
. 24,6083, 442 23,579, 669 21,853,720 19, 790, 448 16, 559, 330
.3 2.49 % 2.25 % 1.89 % 1.60 $ .07
. 2. 44 2.24 2.00 1.50* 1.15
di vidend of $3.36 per share of accunul ated earnings
12
YEAR ENDED DECEMBER 31
1996 1995 1994 1993 1992
(I'N THOUSANDS, EXCEPT SHARE AND PER SHARE AMOUNTS)
....... $565, 204 $ 491,496  $393,538  $385,830  $420,616
....... 397, 298 382, 476 365, 832 340, 415 314, 651
....... 151, 049 139, 495 128, 705 118, 742 111, 142
....... 232,387 233, 353 234, 160 235, 037 341,701
....... 276, 257 194, 274 116, 688 115, 737 (3, 242)
ore
....... $ 61,364 $ 53,008 $ 41,240 $ 25,386 $ 2,263
ea
....... 10, 583 10, 019 9,192 8, 842 8,778
....... (2,676) (2,569) (2,181) (2,200) (2,200)
i ncome
....... 1, 805 1, 052 -- -- --
es
....... -- 360 (51) (263) (846)



Al exander's income (loss) to arrive at

Al exander's funds from operations...... (1, 760) 539 -- --
Costs incurred in connection with the

mer ger/ upon exercise of a stock

OPLI ON. .ot -- -- -- 856 15, 650
Funds fromoperations....................... $ 69, 316 $ 62,409 $ 48, 200 $ 32,621 $ 23, 645
Cash flow provided by (used in)

Operating activities..................... $ 70, 703 $ 62,882 $ 46,948 $ 27,725 $ 17,607
Investing activities..................... $ 14,912 $(103,891) $(15,434) $ 1,350 $ 14, 800
Financing activities..................... $(15,046) $ 36,577 $(32,074) $(56,433) $ 4,384

(1) Funds from operations does not represent cash generated from operating
activities in accordance with generally accepted accounting principles and
is not necessarily indicative of cash available to fund cash needs which is
di scl osed in the Consolidated Statenents of Cash Flows for the applicable
periods. There are no material |egal or functional restrictions on the use
of funds from operations. Funds from operations should not be considered as
an alternative to net inconme as an indicator of the Conpany's operating
performance or as an alternative to cash flows as a neasure of liquidity.
Managenent considers funds from operations a suppl enental neasure of
Operating performance and along with cash flow from operating activities,
financing activities and investing activities, it provides investors with an
indication of the ability of the Conpany to incur and service debt, to neke
capital expenditures and to fund other cash needs. Funds from operations may
not be conparable to simlarly titled nmeasures enployed by other REITs since
a nunmber of REITs, including the Conpany's, nethod of calculating funds from
operations is different fromthat used by NAREI T. Funds from operations, as
defined by NAREIT, represents net incone applicable to commpn shares before
depreciation and anortization, extraordinary itenms and gains or |osses on
sal es of real estate. Funds from operations as disclosed above has been
nodified to adjust for the effect of straight-lining of property rentals for
rent escal ations and | easing fee incone
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I TEM 7. MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL CONDI TI ON AND RESULTS
OF OPERATI ONS

Certain statements nade in this report may constitute "forward-| ooking
statements” within the meaning of the Private Securities Litigation Reform Act
of 1995 (the "Reform Act"). Such forward-I|ooking statenents involve known and
unknown risks, uncertainties and other factors which may cause the actua
results, performance or achievenents of the Conpany to be materially different
fromany future results, perfornmance or achi evements expressed or inplied by
such forward-|ooking statenments. Such factors include, anpong others, the
followi ng general economic and business conditions, which will, anmong other
things, affect demand for retail space or retail goods, availability and
credi tworthiness of prospective tenants, |ease rents and the terns and
avail ability of financing; adverse changes in the real estate markets including
anong ot her things, conpetition with other conpanies and technol ogy; risks of
real estate devel opnment and acquisition; governnental actions and initiatives
and environnental /safety requirenents.

RESULTS OF OPERATI ONS
Years Ended Decenber 31, 1996 and Decenber 31, 1995

The Conpany's revenues, which consist of property rentals, tenant expense
rei mbursenents and ot her inconme, were $116, 887,000 in 1996, conpared to
$108, 718,000 in 1995, an increase of $8,169,000 or 7.5%

Property rentals from shopping centers were $80,001, 000 in 1996, conpared
to $74, 255,000 in 1995, an increase of $5,746,000 or 7.7% OF this increase, (i)
$3, 800,000 resulted fromrental step-ups in existing tenant |eases which are not
subj ect to the straight-line nmethod of revenue recognition and (ii) $2,000, 000
resulted from expansions and an acquisition. Property rentals received from new
tenants were approximately the sane as property rentals lost fromvacating
tenants. Percentage rent included in property rentals was $936,000 in 1996
conpared to $959, 000 in 1995

Property rentals fromthe renai nder of the portfolio were $7,423,000 in
1996, conpared to $6,174,000 in 1995, an increase of $1,249,000 or 20.2% Of
this increase, $650,000 resulted fromthe purchase of an office building in June
1996

Tenant expense rei mbursenents, which consist of the tenants' pro-rata share
of common area mmi ntenance expenses (such as snow renoval costs, |andscaping and
parking lot repairs), real estate taxes and insurance, were $26, 644,000 in 1996
conpared to $24, 091,000 in 1995, an increase of $2,553,000. This increase
reflects a corresponding increase in operating expenses passed through to
tenants.



Ot her inconme was $2, 819,000 in 1996, conpared to $4, 198,000 in 1995, a
decrease of $1,379,000. This decrease resulted primarily from (i) including
managenent and devel opnent fee income from Al exander's in "lIncome from
investment in and advances to Vornado Managerment Corp." ("VMC') rather than in
"Other inconme" for a full year in 1996, conpared to six nmonths in 1995 and (ii)
the recognition of leasing fee income in the first quarter of 1995 from
Al exander's of $915, 000 applicable to 1993 and 1994 (no | easing fee incone was
recogni zed prior to 1995 because required conditions had not been net)
partially offset by (iii) the increase in managenent, devel opnment and | easing
fees fromlinterstate Properties.

Operating expenses were $36,412,000 in 1996, conpared to $32,282,000 in
1995, an increase of $4,130,000. O this increase, (i) $3,100,000 were passed
through to tenants and consisted of higher snow removal costs of $1,500, 000
increased real estate taxes of $1,000,000 and ot her common area nai ntenance
expense increases of $600,000 and (ii) $500,000 resulted fromincreases in rent
expense and ot her property expenses. In addition, in 1995 operating expenses
were partially offset by real estate tax refunds and other m scellaneous incone
of approxi mately $500, 000

Depreci ation and anortization expense increased by $799,000 in 1996
conpared to 1995, as a result of expansions and an acquisition.

General and administrative expenses were $5, 167,000 in 1996, conpared to
$6, 687,000 in 1995, a decrease of $1,520,000. This decrease resulted primarily
froma reduction in corporate office expenses caused by the third quarter 1995
assi gnment of the Conpany's Managenent and Devel opment Agreenment with
Al exander's to VMC
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I'n Decenber 1996, the Conpany recogni zed an expense of $2,083, 000
representing one nonth's anortization of the $25, 000,000 deferred paynment due to
the Conpany's President. The bal ance of the deferred paynent will be anortized
in 1997.

Incone applicable to Al exander's (loan interest incone, equity in inconme
(l oss) and depreciation) was $7, 956,000 for the year ended December 31, 1996
conpared to $3,954,000 in the prior year, an increase of $4,002,000. This
increase resulted from (i) |ower operating | osses at Al exander's caused by the
comencenment of rent at the Rego Park | property in March 1996, (ii) the
recognition of $2,053,000 of non-recurring incone as a result of the reversal of
a liability which is no longer required and (iii) interest income on the loan to
Al exander's for a full year in 1996, conpared to a ten nonth period in 1995. The
Conpany believes that its share of Al exander's |osses (which are non-cash)
conbined with its fee incone and interest income, will not have a negative
effect on its results of operations, liquidity and financial condition

I'n July 1995, the Conpany assigned its Managenment Agreement with
Al exander's to VMC. In exchange, the Conpany received 100% of the non-voting
preferred stock of VMC which entitles it to 95% of the economi c benefits of VMC
through distributions. In addition, the Conpany |ent $5,000,000 to VMC for
wor ki ng capital purposes under a three-year termloan bearing interest at the
prime rate plus 2% VMC is responsible for its pro-rata share of conpensation
and fringe benefits of enployees and 30% of other expenses which are common to
both Vornado and VMC. |ncorme frominvestnent in and advances to VMC was
$1, 855,000 for the year ended Decenber 31, 1996, conpared to $788,000 for the
period fromJuly 6th to Decenber 31, in 1995. Incone frominvestnment in and
advances to VMC for the year ended Decenmber 31, 1996 reflects additional fee
income earned by VMC in the first quarter of 1996 relating to the substantial
conpl etion of the redevel opnment of Al exander's Rego Park | property.

I nvest ment income (interest inconme on nortgage note receivable, interest
and di vidend incone and net gains/(losses) on nmarketable securities) was
$6, 643,000 for 1996, conpared to $5,733,000 in 1995, an increase of $910, 000 or
15.9% This increase resulted from higher net gains on marketable securities and
the yield earned on the nportgage note receivabl e exceeding the yield earned on
the investnent of such funds in 1995

The Conpany operates in a manner intended to enable it to continue to
qualify as a REIT under Sections 856-860 of the Internal Revenue Code of 1986 as
anmended. Under those sections, a REIT which distributes at |east 95%of its REIT
taxable income as a dividend to its sharehol ders each year and which neets
certain other conditions will not be taxed on that portion of its taxable inconme
which is distributed to its sharehol ders. The Conpany has distributed to its
sharehol ders an anount greater than its taxable income. Therefore, no provision
for Federal income taxes is required

RESULTS OF OPERATI ONS
Years Ended Decenber 31, 1995 and Decenber 31, 1994
The Conpany's revenues, which consist of property rentals, tenant expense

rei mbursenments and ot her inconme were $108, 718,000 in 1995, conpared to
$93, 998,000 in 1994, an increase of $14,720,000 or 15.7%



Property rentals from shopping centers were $74, 255,000 in 1995, conpared
to $64, 665,000 in 1994, an increase of $9,590,000 or 14.8% Of this increase
(i) $6,067,000 resulted from expansions of shopping centers and acquisitions of
retail properties, (ii) $2,823,000 resulted fromrental step-ups in existing
tenant | eases which are not subject to the straight-line nethod of revenue
recognition and (iii) $628,000 resulted from property rentals received from new
tenants exceeding property rentals lost fromvacating tenants. Percentage rent
included in property rentals was $959,000 in 1995, conpared to $887,000 in 1994

Property rentals fromthe renmni nder of the portfolio were $6,174,000 in
1995, conpared to $6,090,000 in 1994, an increase of $84,000 or 1.4%

Tenant expense rei mbursenents were $24,091, 000 in 1995, conpared to
$21,784,000 in 1994, an increase of $2,307,000. This increase reflects a
corresponding increase in operating expenses passed through to tenants
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Ot her income was $4, 198,000 in 1995, conpared to $1,459,000 in 1994, an
i ncrease of $2,739,000. This increase resulted primarily fromthe fee incone
recogni zed in connection with the Managenment Agreenment and Leasi ng Agreenent
wi th Al exander's including $915, 000 applicable to 1993 and 1994 recogni zed in
the first quarter of 1995 (no leasing fee income was recognized prior to 1995
because required conditions had not been net). In addition to the Managenent
Agreenment fee inconme included in other income in 1995, $2,250,000 of such fees
was earned in 1995 by VMC and is included in the caption "Incone frominvestnent
in and advances to Vornado Managenent Corp." in the Consolidated Statenents of
I ncone

Operating expenses were $32,282,000 in 1995, conpared to $30,223,000 in
1994, an increase of $2,059,000. O this increase (i) $1,484,000 resulted from
real estate taxes from expansi ons and acquisitions, which were passed through to
tenants, and (ii) $258,000 resulted from bad debt expenses primarily due to
tenant bankruptcies

Depreci ation and anortization expense increased by $827,000 in 1995
conpared to 1994, primarily as a result of property expansions

General and administrative expenses were $6, 687,000 in 1995, conpared to
$6, 495,000 in 1994, an increase of $192,000. This increase is the net of
increases from (i) payroll expenses of $1,017,000, (due to additions to staff
and bonuses), and (ii) professional fees and other corporate office expenses of
$305, 000, offset by (iii) the reduction in expense of $1,130,000 resulting from
the assignnent of the Conpany's Managenent Agreenent with Alexander's to VMC in
the third quarter of 1995

For the period from March 2, 1995 through Decenber 31, 1995, Vornado's
equity in Al exander's |osses anmounted to $1,972,000. In addition, during the
sane period the Conpany recognized interest income on its |loan to Al exander's of
$6, 343,000 and fee income fromits Management Agreenent and Leasi ng Agreenent
with Al exander's of $2,973,000 (excluding $2,250,000 earned by VMC).

Incone frominvestnent in and advances to VMC consists of dividend i ncone
of $565,000 and interest income of $223, 000

I nvest ment inconme was $5, 733,000 for 1995, conpared to $8,132,000 in 1994
a decrease of $2,399,000 or 29.5% This decrease was caused by (i) |ower
interest income resulting fromthe use of cash for the Al exander's investnent
and (ii) net gains on marketable securities being $349,000 |less than in the
prior year.

Interest and debt expense was $16, 426,000 in 1995, conpared to $14, 209, 000
in 1994, an increase of $2,217,000 or 15.6% O this increase, $1, 046,000
resulted from borrow ngs under the revolving credit facility to tenporarily fund
the investnent in Al exander's and $1,134,000 resulted froma decrease in
interest capitalized during construction

LI QUI DI TY AND CAPI TAL RESOURCES
Cash Flows for the Years Ended Decenber 31, 1996, 1995 and 1994
Year Ended Decenber 31, 1996

Cash flows provided by operating activities of $70,703, 000 was conprised of
(i) net incone of $61, 364,000 and (ii) adjustnents for non-cash itens of
$9, 972,000, less (iii) the net change in operating assets and liabilities of
$633, 000. The adjustnents for non-cash itenms are prinarily conprised of
depreciation and anortization of $12,586,000 and anortization of deferred
of ficers conpensation expense of $2,083,000, partially offset by the effect of
straight-l1ining of rental income of $2,676,000 and equity in inconme from
Al exander's of $1,108,000. The net change in "Leasing fees receivable" and
"Deferred | easing fee income" included in item (iii) above reflects a decrease
of $1,717,000 resulting fromthe rejection of a |ease by an Al exander's tenant
in March 1996 and an increase of $1,738,000 resulting fromthe releasing of a
portion of this space. "Leasing fees receivable" of $2,500,000 were collected



during this period

Net cash provided by investing activities of $14,912,000 was conprised of
(i) proceeds fromsale or maturity of securities available for sale of
$46, 734,000, partially offset by (ii) the Conpany's investment in a nortgage
note receivabl e of $17,000,000 and (iii) capital expenditures of $14,822, 000
(including $8,923,000 for the purchase of an office building)

16
18

Net cash used in financing activities of $15,046,000 was primarily
conprised of (i) dividends paid of $59,558,000, (ii) the net repaynent of
borrowings on U S. Treasury obligations of $34,239,000, (iii) the net repayment
on nortgages of $966,000, partially offset by (iv) net proceeds fromthe
i ssuance of common shares of $73,060,000 and (v) the proceeds fromthe exercise
of stock options of $6,657, 000

Cash increased during the period from Decenber 31, 1995 to Decenber 31
1996 from $19, 127,000 to $89, 696,000 primarily as the result of the issuance of
comon shares in the fourth quarter of 1996 as noted above

Year Ended Decenber 31, 1995

Cash flows provided by operating activities of $62,882,000 was conpri sed
of: (i) net incone of $53,008,000 and (ii) adjustnents for non-cash itens of
$11, 305,000 less (iii) the net change in operating assets and liabilities of
$1, 431, 000. The adjustnents for non-cash itens are primarily conprised of
depreciation and anortization of $11,779,000, plus equity in |oss of Al exander's
of $2,389,000, partially offset by the effect of straight-lining of rental
i ncome of $2,569,000. Further, during this period in connection with the
Al exander's transaction, "Leasing fees and other receivables" increased by
$7, 656,000 and "Deferred | easing fee income" correspondingly increased by
$8, 888, 000. These anounts have been included in "Changes in assets and
liabilities: other" in the Consolidated Statenments of Cash Flows and are part of
the net change in operating assets and liabilities shown in item (iii) above

Net cash used in investing activities of $103, 891,000 was conprised of (i)
the Conpany's investnent in and advances to Al exander's of $100, 482,000, (ii)
capital expenditures of $16,644,000, (iii) a loan to VMC of $5,074,000 and (iv)
purchases of securities available for sale of $4,027,6000, partially offset by
(v) the net proceeds fromthe sale of securities available for sale of
$22, 336, 000

Net cash provided by financing activities of $36,577,000 was primarily
conprised of (i) net proceeds fromissuance of common shares of $79, 831, 000, and
(ii) net borrowings on U'S. Treasury obligations of $9,600,000, partially offset
by (iii) dividends paid of $52,875, 000

Year Ended Decenber 31, 1994

Cash flows provided by operating activities of $46,948,000 was conprised
of: (i) net incone of $41, 240,000, and (ii) adjustments for non-cash itens of
$8, 015,000, less (iii) the net change in operating assets and liabilities of
$2,307,000. The adjustnents for non-cash itens are primarily conprised of
depreciation and anortization of $10,839,000, partially offset by the effect of
straight-lining of rental income of $2,181, 000

Net cash used in investing activities of $15,434,000 was conprised of
capital expenditures of $25,417,000, partially offset by proceeds fromthe sale
of securities available for sale of $9,983,000

Net cash used in financing activities of $32,074,000 was primarily
conprised of dividends paid of $43,236,000, partially offset by borrow ngs on
U. S. Treasury obligations of $11,428, 000
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Funds from Qperations for the Years Ended Decenber 31, 1996 and 1995

Managenent consi ders funds from operati ons an appropriate suppl enenta
measure of the Conpany's operating performance. Funds from operations were
$69, 316, 000 in 1996, conpared to $62, 409,000 in 1995, an increase of $6,907, 000
or 11.1% The following table reconciles funds from operations and net incone

YEAR ENDED DECEMBER 31,

1996
Net I NCOMB. . ..o e e e e $61, 364, 000
Depreciation and anortization of real property............ 10, 583, 000
Straight-lining of property rentals....................... (2,676, 000)

Leasi ng fees received in excess of income recognized...... 1, 805, 000

$53, 008, 000
10, 019, 000
(2,569, 000)

1, 052, 000



Loss on sale of securities available for sale............. --
Proportionate share of adjustments to Al exander's

income (loss) to arrive at Al exander's funds

fromoperati ons. ... ... (1, 760, 000)

360, 000

Funds fromoperations. . ..... ..., $69, 316, 000 $62, 409, 000

Funds from operations does not represent cash generated from operating
activities in accordance with generally accepted accounting principles and is
not necessarily indicative of cash available to fund cash needs which is
di scl osed in the Consolidated Statenments of Cash Flows for the applicable
periods. There are no material legal or functional restrictions on the use of
funds from operations. Funds from operations shoul d not be considered as an
alternative to net incone as an indicator of the Conpany's operating performnce
or as an alternative to cash flows as a neasure of liquidity. Managenent
consi ders funds from operations a suppl enental neasure of Operating performance
and along with cash flow fromoperating activities, financing activities, and
investing activities it provides investors with an indication of the ability of
the Conpany to incur and service debt, to make capital expenditures and to fund
ot her cash needs. Funds from operations nmay not be conparable to simlarly
titled neasures enployed by other REITs since a nunber of REITs, including the
Conpany's, nethod of calculating funds fromoperations is different fromthat
used by NAREIT. Funds from operations, as defined by NAREIT, represents net
i ncome applicable to conmpn shares before depreciation and anortization
extraordinary itens and gains or |osses on sales of real estate. Funds from
operations as disclosed above has been nodified to adjust for the effect of
strai ght-lining of property rentals for rent escalations and |easing fee inconme
Bel ow are the cash flows provided by (used in) operating, investing and
financing activities:

YEAR ENDED DECEMBER 31,

Operating activities............. .. oo, $ 70, 703, 000 $ 62,882,000

Investing activities............ ... ... .......... $ 14,912, 000 $(103, 891, 000)

Financing activities............. ... ........... $(15, 046, 000) $ 36,577,000

Br adl ees accounted for 22% of property rentals for the year ended Decenber
31, 1996. In June 1995, Bradlees filed for protection under Chapter 11 of the
U.S. Bankruptcy Code. The Conpany currently |eases 17 |locations to Bradlees. O
these locations, 14 are fully guaranteed by Stop & Shop Conpanies, Inc. ("Stop &
Shop"), a whol I y-owned subsidiary of Royal Ahold NV, a |leading internationa
food retailer, and one is guaranteed as to 70% of the rent. During 1996
Bradl ees rejected three | eases and assigned one | ease to Kohl's Departnent
Stores, Inc. These four leases are fully guaranteed by Stop & Shop. In January
1997, Bradl ees received Bankruptcy Court approval to close one of the two stores
whose | eases are not guaranteed by Stop & Shop. Montgonery Ward & Co., Inc.
remains liable with respect to the rent it was obligated to pay as a previous
| essor on eight of the | eases guaranteed by Stop & Shop -- approxi mtely 70% of
current rent.

I'n January 1996, the Conpany provided $17 million of debtor-in-possession
financing to Rickel which is operating under Chapter 11 of the Bankruptcy Code
The loan is secured by 27 of Rickel's |easehold properties and has a remaini ng
termthrough January 1998, plus a one year extension, but is due not later than
the date on which Rickel's plan of reorganization is confirned. The |oan bears
interest at 13% per annum and at a fixed
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rate of LIBOR plus 7.50% for the extension period. In addition, the Conpany
receives a loan origination fee of 2% for each year the |loan is outstanding

I'n June 1996, the Conpany entered into a joint venture (50%interest) to
purchase the 149,000 square foot office portion of a nulti-use building in
m dt own Manhattan, New York City. The space is 100% | eased to a single tenant
whose | ease expires in 1999. The Conpany advanced the $8, 923,000 purchase price
and is entitled to an annual preferred return on its funds invested and the
return of its funds invested prior to the other joint venture partner receiving
any distributions. Vornado's consolidated financial statements include the
accounts of the joint venture since Vornado currently exercises control over its
operating and financial affairs.

Al exander's has disclosed in its annual report on Form 10-K for the year
ended Decenber 31, 1996, that its current operating properties (five of its nine
properties) do not generate sufficient cash flowto pay all of its expenses, and



that its four non-operating properties (Lexington Avenue, Paranus, the Kings
Pl aza Store and Rego Park I1) are in various stages of redevel opnent. As rents
commence froma portion of the redevel opnent properties, Al exander's expects
that cash flow will beconme positive

Al exander's estimates that the fair nmarket values of its assets are
substantially in excess of their historical cost and that there is additiona
borrow ng capacity. Alexander's continues to evaluate its needs for capital
whi ch may be raised through (a) property specific or corporate borrow ng, (b)
the sale of securities and (c) asset sales. Further, Al exander's may receive
proceeds from condemation proceedings of a portion of its Paranmus property.

Al t hough there can be no assurance, Al exander's believes that these cash sources
wi || be adequate to fund cash requirenents until its operations generate
adequate cash flow Al exander's borrowi ng capacity is denonstrated by the

addi tional $16,700,000 it borrowed in March 1997 under its Rego Park
construction | oan. Although Vornado may provide a portion of the financing
required for Al exander's redevel opnment projects, no specific financing

requi rements have been determined or conmitted. None of the redevel opnent plans
for the non-operating properties have been finalized

At Decenber 31, 1996, the Conpany had no borrow ngs outstanding under its
unsecured revolving credit facility which provides for borrowi ngs of up to
$75, 000, 000. Average borrow ngs were $8, 740, 000 during 1996 and $12, 500, 000
during 1995. Borrow ngs bear annual interest, at the Conpany's election, at
LI BOR plus 1.35%or the higher of the federal funds rate plus .50%or the prine
rate.

On Decenber 2, 1996, Mchael D. Fascitelli became the President of the
Conpany and was el ected to the Conpany's Board. M. Fascitelli signed a five
year enploynent contract under which, in addition to his annual salary, he
recei ved a deferred paynment consisting of $5,000,000 in cash and a $20, 000, 000
convertible obligation payable at the Conpany's option in 459,770 of its Conmon
Shares or the cash equivalent of their appreciated value. Accordingly, cash of
$5, 000, 000 and 459, 770 Common Shares are being held in an irrevocable trust. The
def erred paynment obligation to M. Fascitelli vests as of December 2, 1997
Further, M. Fascitelli was granted options for 1,750,000 Cormon Shares of the
Conpany

On Decenber 23, 1996, the Conpany conpl eted the sale of 1,500,000 conmon
shares in a public offering, which net of expenses generated approximately
$73, 100, 000. $10, 000, 000 of the proceeds was used to repay debt under the
Conpany's revolving credit facility. The renmining proceeds will be used for
general corporate purposes

The Conpany anticipates that cash from continuing operations will be
adequate to fund business operations and the paynment of dividends on an ongoi ng
basis for nore than the next twelve nonths; however, capital outlays for
significant acquisitions may require funding from borrow ngs or equity
of ferings.

ECONOM C CONDI Tl ONS

At Decenber 31, 1996, approximtely 80% of the square footage of the
Conpany's shopping centers was | eased to |l arge stores (over 20,000 square feet)
The Conpany's large store tenants typically offer basic consuner necessities
such as food, health and beauty aids, noderately priced clothing, building
materials and home inprovenent supplies, and conpete primarily on the basis of
price. The Conpany believes that because the stores operated by its tenants
of fer such basic consumer necessities, denmand typically continues even during
econom ¢ declines, which therefore may mitigate the effects on its properties of
adverse changes in
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general econom c conditions. However, demand for retail space continues to be
i mpacted by the bankruptcy of a nunmber of retail conpanies and a general trend
toward consolidation in the retail industry which could adversely affect the
ability of the Conpany to attract or retain tenants

Substantially all of the Conpany's |eases contain step-ups in rent. Such
rental increases are not designed to, and in many instances do not, approxinmte
the cost of inflation, but do have the effect of mtigating the adverse inpact
of inflation. In addition, substantially all of the Conpany's |eases contain
provisions that require the tenant to reinburse the Conpany for the tenant's
share of common area charges (including roof and structure, unless it is the
tenant's direct responsibility) and real estate taxes thus passing through to
the tenants the effects of inflation on such expenses

Inflation did not have a material effect on the Conpany's results for the
peri ods presented

I TEM 8. FI NANCI AL STATEMENTS AND SUPPLEMENTARY DATA
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| NDEPENDENT AUDI TORS' REPORT

Shar ehol ders and Board of Trustees
Vornado Realty Trust
Saddl e Brook, New Jersey

We have audited the acconpanying consolidated bal ance sheets of Vornado
Real ty Trust and subsidiaries as of Decermber 31, 1996 and 1995, and the related
consol i dated statenents of income, shareholders' equity and cash flows for each
of the three years in the period ended Decenber 31, 1996. Qur audits al so
included the financial statenment schedules listed in the Index at Item 14. These
financial statenents and financial statement schedules are the responsibility of
the Conpany's managenent. Qur responsibility is to express an opinion on the
financial statements and financial statement schedul es based on our audits

We conducted our audits in accordance with generally accepted auditing
standards. Those standards require that we plan and performthe audit to obtain
reasonabl e assurance about whether the financial statenents are free of nateria
m sstatenment. An audit includes exam ning, on a test basis, evidence supporting
the anpbunts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant esti mtes nmade by
managenent, as well as evaluating the overall financial statement presentation
We believe that our audits provide a reasonable basis for our opinion

I'n our opinion, such consolidated financial statements present fairly, in
all material respects, the financial position of Vornado Realty Trust and
subsi di aries at Decenber 31, 1996 and 1995, and the results of their operations
and their cash flows for each of the three years in the period ended Decenber
31, 1996 in conformty with generally accepted accounting principles. Also, in
our opinion, such financial statenment schedul es, when considered in relation to
the basic consolidated financial statenents taken as a whole, present fairly in
all material respects the information set forth therein

DELOI TTE & TOUCHE LLP
Par si ppany, New Jersey
March 12, 1997
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VORNADO REALTY TRUST
CONSOLI DATED BALANCE SHEETS
DECEMBER 31, DECEMBER 31,
1996 1995
(AMOUNTS | N THOUSANDS EXCEPT
SHARE AMOUNTS)
ASSETS
Real estate, at cost
Land. . .o $ 61,278 $ 61,278
Bui ldings and i mprovement S. ... ... .. 327, 485 314, 265
Leasehol d inmprovenents and equipment...................... ..., 8,535 6,933
Total .o 397, 298 382, 476
Less accunul ated depreciation and anortization................... 151, 049 139, 495

Real estate, net.......... ... 246, 249 242,981



Cash and cash equival ents, including U S. governnent obligations

under repurchase agreenents of $17,036 and $12,575...............
Marketabl @ Securiti @S. . ... ...
I nvestment in and advances to Alexander's, Inc.....................
Investment in and advances to Vornado Management Corp..............
Due from of ficer. ... ... .
Accounts receivable, net of allowance for doubtful accounts

of $575 and $578. . ...
O ficer's deferred conpensation expense................uuuurunnnn..
Mortgage note receivable. ... ... . .
Recei vable arising fromthe straight-lining of rents...............
Ot her asselsS. .. ... ... .

LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY

Notes and nortgages payable. ... ... ... .. .
Due for U S. Treasury Obligations.............c.iiiiiiiin..
Account s payabl e and accrued eXpPenSeS. . ... ... ...
Deferred leasing fee iNCOMB. ... ... . i
O ficer's deferred conpensation payable............ ... ... ..........
O her liabilities. . ... e e

Total liabilities..... ...

Commi t ments and conti ngenci es
Shar ehol ders' equity
Preferred shares of beneficial interest: no par value per share
aut hori zed, 1,000,000 shares; issued, none
Common shares of beneficial interest: $.04 par value per share
aut hori zed, 50,000,000 shares; issued, 26,547,680 and
24,246,913 Shar@S. . ..ottt e
Additional capital.......... ..

Unrealized (loss) on securities available for sale...............
Due fromofficers for purchase of commopn shares of beneficia
Nt eI St .

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

See notes to consolidated financial statenents.

9, 636

YEAR ENDED
DECEMBER 31,
1995

19,127
70, 997
109, 686
5,074
8,418

7,086

14, 376
13,751

$233, 353
43,875
6, 545

8, 888

4,561

970
279, 231
(79, 380)

YEAR ENDED
DECEMBER 31,
1994

(AMOUNTS | N THOUSANDS EXCEPT SHARE AMOUNTS)
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VORNADO REALTY TRUST
CONSOLI DATED STATEMENTS OF | NCOVE
YEAR ENDED
DECEMBER 31,
1996
Revenues:
Property rentals........... ... i $ 87,424
Expense reimbursements. .......... .. 26, 644
O her incone (including fee income fromrel ated
parties of $2,569, $4,123 and $1,144)............ 2,819
Total revVeNUES. . ..o e e e e 116, 887
Expenses:
OperatiNg. . ..o 36,412
Depreciation and anortization....................... 11, 589
General and administrative.......................... 5, 167
Anortization of officer's deferred conpensation
EXP NS . o it 2,083
Total eXPenses. .. ... ... 55, 251
Operating i NCOMB. .. ..ottt e 61, 636
I ncome/ (1 oss) applicable to Al exander's
Equity in income (10SS)...... .. .. 1,679
Depreciati On. . ... (571)
Interest income on loan............ ... ... .. iiiio... 6, 848

Incone frominvestnent in and advances to Vornado

$ 80, 429
24,091

(1,972)
(417)
6, 343

$ 70, 755
21,784



Management COrpP. .. ...ttt 1, 855 788 --

Interest income on nortgage note receivable........... 2,579 -- --

Interest and dividend income............ ... ... ... 3,151 5,439 7,489
Interest and debt expense........... ... ..., (16, 726) (16, 426) (14, 209)
Net gain on marketable securities..................... 913 294 643

NET I NCOME. . . .o e e e e $ 61, 364 $ 53,008 $ 41,240
NET | NCOVE PER SHARE based on 24,603, 442, 23,579, 669,

and 21, 853,720 shares outstanding................... $ 2.25 $ 1.89

See notes to consolidated financial statenents.
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VORNADO REALTY TRUST
CONSOLI DATED STATEMENTS OF SHAREHOLDERS' EQUI TY
UNREALI ZED
GAI N(LGsS)
ON SECURI TI ES DUE TOTAL
COMVON ADDI TI ONAL AVAI LABLE FROM SHAREHOL DERS'
SHARES CAPI TAL DEFICI T FOR SALE OFFI CERS EQUI TY
(AMOUNTS | N THOUSANDS EXCEPT SHARE AMOUNTS)
BALANCE, DECEMBER 31, 1993........ $ 864 $ 197,575  $(77,517) $ -- $ (5,185) $ 115, 737
Unreal i zed gains on securities

avail able for sale at January 1,

1994, . -- -- -- 8, 565 -- 8, 565
Net income........................ -- - - 41, 240 - - -- 41, 240
Di vi dends paid ($2.00 per

share)......... ... ... ... -- -- (43, 236) -- -- (43, 236)
Conmon shares issued under

enpl oyees' share plans.......... 2 609 -- -- -- 611
Change in unrealized gains

(1l osses) on securities available

for sale....... ... ... ... ... ... -- -- -- (6, 229) -- (6, 229)
BALANCE, DECEMBER 31, 1994........ 866 198, 184 (79, 513) 2,336 (5, 185) 116, 688
Net income.............. .. ........ -- -- 53, 008 -- -- 53, 008
Net proceeds fromissuance of

common shares................... 100 79,731 -- -- - - 79, 831
Di vi dends paid ($2.24 per

share)......... ... ... ... -- -- (52, 875) -- -- (52, 875)
Conmon shares issued under

enpl oyees' share plans.......... 4 1, 316 -- -- -- 1, 320
Change in unrealized gains

(l osses) on securities available

for sale........................ -- -- -- (3,698)* -- (3,698)
BALANCE, DECEMBER 31, 1995........ 970 279, 231 (79, 380) (1,362) (5, 185) 194, 274
Net income........................ -- - - 61, 364 - - -- 61, 364
Net proceeds fromissuance of

common shares................... 60 73,000 -- -- -- 73,060
Di vi dends paid ($2.44 per

share)....... ... . . -- -- (59, 558) -- -- (59, 558)
Common shares issued under

enpl oyee's share plans.......... 14 6, 643 -- -- -- 6, 657
Change in unrealized gains

(l osses) on securities available

for sale...... ... ... ... .. -- -- -- 364 -- 364
For gi veness of anount due from

officers............ ... ... ... .. -- -- -- -- 96 96
BALANCE, DECEMBER 31, 1996........ $1, 044 $ 358,874  $(77,574) $ (998) $ (5,089) $ 276, 257

* Includes $3,435 in unrealized gains attributable to the Conpany's investnent

in the common
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stock of Alexander's, Inc. (see Note 3).

See notes to consolidated financial statenments.
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VORNADO REALTY TRUST



CONSOLI DATED STATEMENTS OF CASH FLOWS

CASH FLOAS FROM OPERATI NG ACTI VI TI ES

Net I NCOMB. . ...
Adj ustnents to reconcile incone to net cash provided

by continuing operations
Depreci ati on and anortization (including debt

1SSUANCE COSES) . .ottt e
Anortization of officer's deferred conpensation

EXPENSE. L ot
Straight-lining of rental income.................
Equity in (income) |oss of Alexander's including

depreciation of $571 and $417..................
Net gain on marketable securities................

Changes in assets and liabilities:

Trading SECUrities. ... ..
Accounts receivable........ ... ... .. . .
Accounts payabl e and accrued expenses............
Ol .

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

CASH FLOWS FROM I NVESTI NG ACTI VI TI ES

I nvestnent in nortgage note receivable..............
Additions to real estate.............. .. ... ... ... ...
Investment in and advances to Alexander's...........

I nvestment in and advances to Vornado Managenent

Proceeds fromsale or maturity of securities

available for sale.......... ... .. ... ... ... ... .. ..

Net cash provided by (used by) investing activities...

CASH FLOAS FROM FI NANCI NG ACTI VI TI ES

Net proceeds fromissuance of comon shares.........

Proceeds from borrowi ngs on U S. Treasury

obligations. ... ..

Repaynment of borrowi ngs on U S. Treasury

obligations. ... ... ...

Proceeds from borrowi ngs on revolving credit

faci Lity. .

Repaynments on nortgages and revol ving credit

faci lity. ... .
Costs of refinancing debt...........................
Dividends paid......... ... ...
Exercise of share options...........................

Net cash (used in) provided by financing activities...

Net increase (decrease) in cash and cash

equival ents. .. ...
Cash and cash equival ents at beginning of year........

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

Suppl enental Di sclosure of Cash Flow I nformation

Cash payments for interest..........................

NON- CASH TRANSACTI ONS

Deferred officer's conpensation expense and rel ated
liabi lity. .o

Unrealized (loss)gain on securities available for

YEAR ENDED YEAR ENDED YEAR ENDED
DECEMBER 31, DECEMBER 31, DECEMBER 31
1996 1995 1994
( AMOUNTS | N THOUSANDS)

$ 61,364 $ 53,008 $ 41,240
12, 586 11, 779 10, 839

2,083 -- --
(2,676) (2,569) (2,181)

(1,108) 2,389 .
(913) (294) (643)

(2, 009) (2, 069) 1, 485
(2, 700) (2,188) (699)
3, 360 2,270 (3, 920)
716 556 827

70, 703 62, 882 46,948

(17, 000) - -
(14, 822) (16, 644) (25, 417)

-- (100, 482) --

-- (5, 074) --

-- (4,027) --

46, 734 22,336 9, 983
14, 912 (103, 891) (15, 434)

73, 060 79, 831 --
10, 000 40, 000 11, 428

(44, 239) (30, 400) --

10, 000 60, 000 --
(10, 966) (60, 807) (877)

-- (492) --

(59, 558) (52, 875) (43, 236)
6, 657 1,320 611
(15, 046) 36,577 (32, 074)
70, 569 (4, 432) (560)
19, 127 23,559 24,119

$ 89, 696 $ 19,127 $ 23,559
$ 15, 695 $ 15,881 $ 14,915

$ 25,000 -- --
$ 364 $  (3,698)* $ 2,336

* Reflects a reduction of $3,435 to the Conpany's investnment in Al exander's as a
result of the change fromfair value to the equity nethod of accounting

See notes to consolidated financial
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NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS



1. ORGAN ZATI ON AND BUSI NESS

On May 6, 1993, Vornado, Inc. nerged into Vornado Realty Trust, a Maryl and
real estate investment trust ("REIT"). Vornado Realty Trust was formed on March
29, 1993, as a wholly-owned subsidiary of Vornado, Inc., specifically for the
pur pose of the nerger

The Conpany is a fully-integrated REIT which owns, |eases, devel ops
redevel ops and manages retail and industrial properties primarily located in the
M datl antic and Northeast regions of the United States. In addition, the Conpany
owns 29.3% of the conmon stock of Al exander's, Inc. which has nine properties in
the New York City region

2. SUMMARY OF SI GNI FI CANT ACCOUNTI NG POLI Cl ES

BASI S OF PRESENTATI ON: The acconpanyi ng consol i dated financial statenents
i nclude the accounts of Vornado Realty Trust and its subsidiaries, all of which
are whol ly-owned. All significant interconpany bal ances and transactions have
been elim nated

The consolidated financial statements are prepared in conformity with
general | y accepted accounting principles. Managenent has nmade estinmates and
assunptions that affect the reported anounts of assets and liabilities at the
date of the financial statements and the reported ambunts of revenues and
expenses during the reporting periods. Actual results could differ fromthose
esti mat es.

REAL ESTATE: Real estate is carried at cost, net of accunul ated
depreciation and anortization. Betternents, nmmjor renewals and certain costs
directly related to the acquisition, inprovenent and | easing of real estate are
capitalized. Miintenance and repairs are charged to operations as incurred
Depreciation is provided on a straight-line basis over the assets, estinmated
useful lives. Additions to real estate include interest expense capitalized
during construction of $442,000 and $1,582,000 for the years ended December 31
1995 and 1994

The Conpany's policy is to assess any inpairnent in value by making a
conparison of the current and projected operating cash flows of each of its
properties into the foreseeable future on an undi scounted basis, to the carrying
amount of such property. Such carrying anpunt would be adjusted, if necessary
to reflect an inpairment in the value of the asset

CASH AND CASH EQUI VALENTS: Cash and cash equival ents consist of highly
liquid investments purchased with original maturities of three nonths or |ess

MARKETABLE SECURI TI ES: Marketabl e securities are carried at fair market
val ue. The Conpany has cl assified debt and equity securities which it intends to
hold for an indefinite period of tinme as securities available for sale and
equity securities it intends to buy and sell on a short termbasis as trading
securities. Unrealized gains and | osses are included in earnings for trading
securities and as a conponent of shareholder's equity for securities available
for sale. Realized gains or |osses on the sale of securities are recorded based
on average cost.

REVENUE RECOGNI TI ON: Base rents, additional rents based on tenants' sales
vol une and rei mbursenment of the tenants' share of certain operating expenses are
general |y recogni zed when due fromtenants. The straight-line basis is used to
recogni ze base rents under |eases entered into after Novenber 14, 1985 which
provide for varying rents over the |ease terns.

| NCOVE TAXES: The Conpany operates in a manner intended to enable it to
continue to qualify as a REIT under Sections 856-860 of the Internal Revenue
Code of 1986 as anmended. Under those sections, a REIT which distributes at |east
95% of its REIT taxable inconme as a dividend to its sharehol ders each year and
which neets certain other conditions will not be taxed on that portion of its
taxabl e income which is distributed to its sharehol ders. The Conpany has
distributed to sharehol ders an ambunt greater than its taxable incone
Therefore, no provision for Federal income taxes is required

26
28

VORNADO REALTY TRUST
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS - - ( CONTI NUED)

The net basis of the Conpany's assets and liabilities for both financia
reporting purposes and tax purposes is approxinmately the same

AMOUNTS PER SHARE: Anmpunts per share are conputed based upon the wei ghted
average nunmber of shares outstanding during the year and the dilutive effect of
stock options

3. I NVESTMENT I N AND ADVANCES TO ALEXANDER S

I'n March 1995, the Conpany purchased all of the 1,353,468 shares of conmmon



stock of Al exander's then owned by Citibank, N. A ("Citibank"), representing
27.1% of the outstanding shares of common stock of Al exander's for $40.50 per
share in cash or $56, 615,000 (including $1, 800,000 of costs incurred in the
purchase). As a result of the acquisition, the Conpany owns 29.3% of the conmon
stock of Al exander's and has changed its accounting for its investment in

Al exander's to the equity nmethod. This required a reduction of its investment by
the unrealized gain recorded in shareholders' equity at Decenber 31, 1994, of
$3,435,000. Prior years' financial statements were not restated as a result of
the change in accounting for the Conpany's investnent in Al exander's due to it
not being material. In accordance w th purchase accounting, Vornado's investnent
in Alexander's in excess of carrying amounts has been allocated two-thirds to

| and and one-third to building. The building allocation in excess of Al exander's
carrying amount is being depreciated over a 35 year period

Al'so, in March 1995, the Conpany |lent Al exander's $45 million, the
subordi nated tranche of a $75 million secured financing, the balance of which
was funded by a bank. The Conpany's |oan has a three-year term and bears
interest at 16.43% per annumfor the first two years and at a fixed rate for the
third year of 992 basis points over the one-year Treasury bill rate. In
addi tion, the Conpany received a |oan origination fee of $1,500,000 from
Al exander's to be anortized over the termof the |oan

Investment in and advances to Al exander's consists of:

DECEMBER 31, DECEMBER 31,
1996 1995
Common st ock, net of $989, 000 and $417, 000 of
accumnul at ed
depreci ation of buildings (at fair value)............. $ 56, 952, 000 $ 58,693, 000
Loan receivable. ... ... ... . . . 45, 000, 000 45, 000, 000
Deferred loan origination income........................ (583, 000) (1, 083, 000)
Leasi ng fees and other receivables...................... 5,901, 000 8, 182, 000
Equity in loss since March 2, 1995...................... (293, 000) (1,972, 000)
Def erred exXpenses. . ... ... 651, 000 866, 000
$107, 628, 000 $109, 686, 000
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Bel ow are summari zed Bal ance Sheets and Statenents of Operations of
Al exander' s:

DECEMBER 31, DECEMBER 31
1996 1995
Bal ance Sheets:
Assets:
Real estate, Net........ ... ... e $181, 005, 000 $150, 435, 000
Cash. . 5, 480, 000 8,471, 000
O her @SSt S. oottt 25,100, 000 39, 635, 000
$211, 585, 000 $198, 541, 000
Liabilities and Stockhol ders' Equity
Dbt . . $192, 347, 000 $182, 883, 000
Oher liabilities. ... ... e 13,674, 000 34, 794, 000
Stockholders' equity........ ... 5, 564, 000 (19, 136, 000)
$211, 585, 000 $198, 541, 000
YEAR ENDED PERI OD FROM
DECEMBER MARCH 2, 1995 TO
31, 1996 DECEMBER 31, 1995

Statements of Operations:
REVENUES. . e $21, 833, 000 $11, 734, 000
EXPENSES. . . 12,092, 000 9, 255, 000



Operating iNCOMB. ... ... .. e e e 9, 741, 000

Interest and debt expense............ ... (13, 934, 000)
Interest and other income. . ....... ... . . . . .. 2,918, 000
Gain on reversal of liability for post-retirenent healthcare

benef it s, . . 14, 372, 000

I ncome (loss) from continuing operations before inconme tax
benefit. 13, 097, 000
Reversal of deferred taxes............. ... ... .. --

I ncome (loss) fromcontinuing operations..................... $13, 097, 000
Vornado's 29.3% equity in inconme (loss) before adjustnment.... $ 3,837,000
Adj ustnent for the portion of the reversal of a liability

previously considered in its purchase price allocation.... (2,158, 000)
Vornado's 29.3% equity in income (l0oSS)...................... $ 1,679,000

In March 1995, the Conpany and Al exander's entered into a three-year
managenent and devel opnent agreenment (the "Managenent Agreenent”). The annua
managenent fee payable to the Conpany by Al exander's is $3, 000,000, plus 6% of
devel opment costs with a mninmum guaranteed fee for the devel opnent portion of
$1, 650,000 in the first year and $750,000 in each of the second and third years
On July 6, 1995, the Conpany assigned this Managenent Agreenent to Vornado
Managenent Corp

The fee pursuant to the Managenment Agreenent is in addition to the |easing
fee the Conpany receives from Al exander's under the |easing agreenment (the
"Leasing Agreenent") which has been in effect since 1992 and was extended to be
cotermnous with the termof the Managenent Agreenent. The Conpany recogni zed
| easing fee incone of $695, 000 and $1, 448,000 in 1996 and 1995. The Leasing
Agreenent provides for the Conpany to generally receive a fee of (i) 3% of sales
proceeds and (ii) 3% of lease rent for the first ten years of a |lease term 2%
of lease rent for the eleventh through the twentieth years of a | ease term and
1% of lease rent for the twenty-first through thirtieth year of a | ease term
Subj ect to the paynent of rents by
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Al exander's tenants, the Conpany is due $5,565,000 at Decenber 31, 1996. Such
anount is receivable annually in an anmount not to exceed $2,500,000 until the
present value of such installnments (calculated at a discount rate of 9% per
annum) equals the anpbunt that woul d have been paid had it been paid on Septenber
21, 1993, or at the time the transactions which gave rise to the conm ssions
occurred, if later

During 1996, |easing fees receivable and deferred | easing fee income were
adjusted to reflect (i) a decrease of $1,717,000 resulting fromthe rejection of
a | ease by an Al exander's tenant in March 1996 and (ii) an increase of
$1, 738,000 resulting fromthe releasing of a portion of this space

As of Decenber 31, 1996, Interstate Properties owned 24.4% of the common
shares of the Conpany and 27.1% of Al exander's common stock. Steven Roth is the
Chai rman of the Board and Chi ef Executive Oficer of the Conpany, the Managing
General Partner of Interstate Properties and the Chief Executive Oficer and a
director of Alexander's. Effective March 2, 1995, for a three-year period, the
Conpany and Interstate agreed not to own in excess of two-thirds of Al exander's
commpn stock or to enter into certain other transactions with Al exander's, other
than the transactions descri bed above, without the consent of Al exander's
i ndependent directors

4. MARKETABLE SECURI TI ES

The aggregate cost and market value of securities held at Decenber 31, 1996
and 1995 were as follows:

2,479, 000
(11, 330, 000)
1, 651, 000

(7,200, 000)
469, 000

DECEMBER 31, 1996 DECEMBER 31, 1995

Securities available for sale

U.S. treasury obligations........... $ 10, 228, 000 $ 10, 247,000 $ 56, 065, 000
Ot her equity and debt securities.... 10, 811, 000 9, 794, 000 10, 802, 000
21, 039, 000 20, 041, 000 66, 867, 000

Trading securities -- equity.......... 7, 260, 000 7,508, 000 5, 384, 000

$ 56, 621, 000
8, 884, 000
65, 505, 000
5, 492, 000



Total ........... ... . $ 28, 299, 000 $ 27,549, 000 $ 72,251, 000 $ 70,997, 000

Gross unrealized gains and | osses at Decenber 31, 1996 and 1995 were as
fol |l ows:

DECEMBER 31, 1996 DECEMBER 31, 1995
GAI NS (LCSSES) GAI NS ( LOSSES)
Securities avail able for sale:
U.S. treasury obligations.............. $ 19, 000 -- $556, 000 --
Ot her equity and debt securities....... 339, 000 $(1, 356, 000) 90, 000 $(2, 008, 000)
358, 000 (1, 356, 000) 646, 000 (2,008, 000)
Trading securities -- equity............. 248, 000 -- 108, 000 --
Total ... $606, 000 $( 1, 356, 000) $754, 000 $(2, 008, 000)

The U.S. treasury obligations at Decenber 31, 1996, $10,228,000 (narket
val ue $10, 247,000) mature in the fourth quarter of 1997.

U.S. treasury obligations with a fair market value of $10, 247,000 and
$56, 621, 000 were held as collateral for ampunts due for U S. treasury
obligations at Decenber 31, 1996 and 1995. Anpunts due for U S. treasury
obl i gations bear variable interest rates which averaged 5.79% and 6.08% for the
years ended Decenber 31, 1996 and 1995.
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5. MORTGAGE NOTE RECEI VABLE

I'n January 1996, the Conpany provided $17 million of debtor-in-possession
financing to Rickel Home Centers, Inc. ("Rickel"), which is operating under
Chapter 11 of the Bankruptcy Code. The loan is secured by 27 of Rickel's
| easehol d properties and has a remaining termthrough January 1998, plus a one
year extension, but is due not later than the date on which Rickel's plan of
reorgani zation is confirnmed. The |oan bears interest at 13.2% per annum and at a
fixed rate of LIBOR plus 7.50% for the extension period. In addition, the
Conpany receives a loan origination fee of 2% for each year the loan is
out st andi ng.

6. FAIR VALUE OF FI NANCI AL | NSTRUMENTS

The Conpany estimated the fair value of its financial instruments using the
foll owi ng nethods and assunptions: (1) quoted market prices are used to estimate
the fair value of marketable securities; (2) discounted cash flows at the
current rate at which simlar |oans would be nade to borrowers with simlar
credit ratings for the remaining termare used to estimate the fair value of the
| oans receivable from Al exander's, the nortgage note receivable and nortgages
payabl e and (3) carrying anpunts in the bal ance sheet approximate fair value for
cash and cash equival ents, marketable securities, due fromofficer and anpunts
due for U S. Treasury obligations.

DECEMBER 31, 1996 DECEMBER 31, 1995
CARRYI NG FAI R CARRYI NG FAI R
VALUE VALUE VALUE VALUE
Loan receivable from
Alexander's..............ooo.... $ 45,000, 000 $ 45,100, 000 $ 45,000, 000 $ 46, 100, 000
Mortgage note receivable.......... 17, 000, 000 17, 000, 000 -- --
Not es and nortgages payable....... 232, 387, 000 227, 100, 000 233, 353, 000 233, 900, 000

7. NOTES AND MORTGAGES PAYABLE

Not es and nortgages payabl e at Decenber 31, 1996 are conprised of
$227, 000, 000 of secured notes due Decenber 1, 2000, with interest at a fixed
rate of 6.36% per annum and three other nortgages aggregating $5, 387, 000.

Not es and nortgages by range of interest rates are as follows:



I NTEREST RATE PRI NCI PAL  AMOUNT

5.25% . ... $ 3,635,000
6.36% .. ... 227,000, 000
8.00% . ... 826, 000
8.25% . . ... 926, 000

The net carrying value of properties securing the notes and nortgages
anobunted to $166, 833,000 at Decenber 31, 1996. As at Decenber 31, 1996, the
maturities for the next five years are as follows:

YEAR ENDI NG DECEMBER 31: AMOUNT
1997, $ 1,046,000
1998, . 870, 000
1999, . . 535, 000
2000. . .. 227,295, 000
2001, . e 310, 000

On February 27, 1995, the Conpany entered into a three-year unsecured
revolving credit facility with a bank providing for borrow ngs of up to
$75, 000, 000. Borrow ngs bear annual interest, at the Conpany's
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el ection, at LIBOR plus 1.35%or the higher of the federal funds rate plus .50%
or the prime rate. At Decenber 31, 1996 the Conpany had no borrow ngs
out standi ng under the facility.

8. EMPLOYEES' SHARE OPTI ON PLAN

Under the Omibus Share Plan (the "Plan"), various officers and key
enpl oyees have been granted incentive share options and non-qualified options to
purchase common shares. Options granted are at prices equal to 100% of the
mar ket price of the Conpany's shares at the date of grant, vest on a graduated
basi s, becoming fully vested 27 nonths after grant (with the exception of
1, 750, 000 shares granted in connection with M. Fascitelli's enploynent
agreenment which becones fully vested after 60 nonths), and expire ten years
after grant.

The Pl an al so provides for the award of Stock Appreciation Rights,
Performance Shares and Restricted Stock, as defined, none of which have been
awar ded as of Decenber 31, 1996.

I'n October 1995, the Financial Accounting Standards Board issued Statenent
No. 123, "Accounting for Stock-Based Conpensation" (SFAS 123). SFAS 123 requires
expanded di scl osures of stock-based conpensation arrangenments with enpl oyees,
and encourages, but does not require conpensation cost to be neasured based on
the fair value of the equity instrunent awarded. Conpanies are permtted,
however, to continue to apply Accounting Principles Board Opinion No. 25 ("APB
25"), which recogni zes conpensati on cost based on the intrinsic value of the
equity instrunent awarded. The Conpany will continue to apply APB 25 to its
st ock- based conpensation awards to enpl oyees.

I f conpensation cost for Plan awards had been determ ned based on fair
value at the grant dates, net incone and inconme per share would have been
reduced to the pro-fornma anpunts below, for the years ended Decenber 31, 1996
and 1995:

DECEMBER
31,
1996
Net incone:
AS TePOrt ed. ..o $61, 364, 000
Pro-forma. ... .. 60, 613, 000
Net income per share:
AS TePOrt ed. . oo $ 2.49

Pro-forma. .. ... 2.46

$53, 008, 000
52, 875, 000



The pro-forma effect of applying SFAS 123 is not necessarily indicative of
the effect on reported net incone for future years.

The fair value of each option grant is estimted on the date of grant using
the Binom al option-pricing nodel with the foll ow ng wei ghted-average
assunptions used for grants in the periods ending Decenber 31, 1996 and 1995.

DECEMBER 31, DECEMBER 31,
1996 1995
Expected volatility. ... ... 26% 26%
Expected life..... ... . . 5 years 5 years
Risk-free interest rate........... ... ... . ... 5.6% 7.1%
Expected dividend yield....... .. ... . . . 5.1% 6. 0%
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A summary of the Plan's status, and changes during the years then ended, is
presented bel ow

DECEMBER 31, 1996 DECEMBER 31, 1995
WEI GHTED- AVERAGE WEI GHTED- AVERAGE
SHARES EXERCI SE PRI CE SHARES EXERCI SE PRI CE

Qutstanding at January 1.............. 539, 940 $24. 53 557, 568 $21. 35
Ganted.......... ... 1, 870, 750 46. 27 75, 000 35.50
Exercised......... ... .. ... . ... .. (340, 997) 19.51 (92, 628) 14.30
Qut standi ng at Decenber 31............ 2,069, 693 $45. 01 539, 940 $24. 53
Options exercisable at Decenber 31.... 210, 385 442,506
Wei ght ed- average fair value of options

granted during the year ended

Decenber 31 (per option)............ $9. 50 $7. 24

The following table summari zes infornation about options outstandi ng under
the Plan at Decenber 31, 1996:

OPTI ONS OUTSTANDI NG OPTI ONS EXERCI SABLE
NUVBER VEI GHTED- AVERAGE NUVBER
RANGE OF OUTSTANDI NG AT REMAI NI NG VEI GHTED- AVERAGE EXERCI SABLE AT VEI GHTED- AVERAGE
EXERCI SE PRI CES DECEMBER 31, 1996 CONTRACTUAL LI FE EXERCI SE PRI CE DECEMBER 31, 1996 EXERCI SE PRI CE

$ 12 to $23 26, 434 6.0 Years $ 22 26, 434 $ 22
34 to 38 293, 259 8.1 Years 36 183, 951 35

47 1, 750, 000 10.0 Years 47 -- --

$ 12 to $47 2,069, 693 8.0 Years $ 45 210, 385 $ 34

Shares avail able for future grant at Decenber 31, 1996 were 882, 066.
9. RETI REMENT PLAN

The Conpany's qualified retirenent plan covers all full-tine enployees. The
Pl an provides annual pension benefits that are equal to 1% of the enployee's

annual conpensation for each year of participation.

The funding policy is in accordance with the mni mum fundi ng requirenents
of ERI SA.

Pensi on expense includes the follow ng conponents:

YEAR ENDED YEAR ENDED YEAR ENDED



DECEMBER 31, DECEMBER 31, DECEMBER 31

1996 1995 1994

Service cost -- benefits earned during the $ 108,000 $ 70, 000 $ 81, 000

Period. ... ...
Interest cost on projected benefit 544, 000 573, 000 558, 000

obligation......... ... ... .. . .. . . ...
Actual return on assets....................... (179, 000) (307, 000) 130, 000
Net anortization and deferral................. (59, 000) 66, 000 (359, 000)

Net pension expense...................... $ 414,000 $ 402,000 $ 410, 000

Assunptions used in determ ning the net

pensi on expense were:
Discount rate................ .. ... ... ... 7 1/ 2% 7 1/ 4% 8 1/2%
Rate of increase in conpensation levels....... 5 1/ 2% 6 1/ 2% 6 1/ 2%
Expected rate of return on assets............. 8% 8% 8%
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The following table sets forth the Plan's funded status and the anpunt
recogni zed in the Conpany's bal ance sheet

DECEMBER 31, DECEMBER 31
1996 1995

Actuarial present value of benefit obligations

Vested benefit obligation............................. $ 7,590, 000 $ 7,652,000

Accunul ated benefit obligation........................ $ 7,657,000 $ 7,717,000

Projected benefit obligation.......................... $ 8,028,000 $ 8,066, 000

Pl an assets at fair value......... ... ... .. .. ... ....... 3, 915, 000 3, 494, 000
Proj ected benefit obligation in excess of plan assets... 4,113, 000 4,572,000
Unrecogni zed net obligations............................ (2,135, 000) (2,122, 000)
Adj ustment required to recognize mininumliability...... 1, 764, 000 1,773,000
Accrued Pensi On COSES. ... ...ttt $ 3,742,000 $ 4,223,000

Pl an assets are invested in U S. government obligations and securities
backed by U.S. governnent guaranteed nortgages

10. LEASES
As | essor

The Conpany | eases properties to tenants. The |ease ternms range fromless
than five years for smaller tenant spaces to as nuch as thirty years for nmajor
tenants. Mst of the | eases provide for the payment of fixed base rentals
payabl e nonthly in advance, and for the paynment by the | essee of additional
rents based on a percentage of the tenants' sales as well as reinmbursenents of
real estate taxes, insurance and maintenance. As of Decenber 31, 1996, future
base rental revenue under noncancellabl e operating |eases, excluding rents for
| eases with an original termof |less than one year and rents resulting fromthe
exerci se of renewal options, is as follows:

YEAR ENDI NG DECEMBER 31: ANMOUNT
1007, . $ 85,477,000
1008, o o 84,678, 000
1099, . L 80, 532, 000
2000, . . 75, 029, 000
2000, . . e 70, 697, 000
Thereafter. .. ... 522,152, 000

These anopunts do not include rentals based on tenants' sales. These
percentage rents approxi nated $936, 000, $959, 000 and $887,000 for the years
ended Decenber 31, 1996, 1995 and 1994. Bradl ees accounted for 22% of property
rentals for the year ended Decenmber 31, 1996. In June 1995, Bradlees filed for
protection under Chapter 11 of the U.S. Bankruptcy Code. The Conpany currently



| eases 17 locations to Bradlees. O these |ocations, 14 are fully guaranteed by
Stop & Shop Conpanies, Inc. ("Stop & Shop"), a wholly-owned subsidiary of Royal
Ahold NV, a leading international food retailer, and one is guaranteed as to 70%
of the rent. During 1996, Bradlees rejected three | eases and assigned one |ease
to Kohl's Departnment Stores, Inc. These four |leases are fully guaranteed by Stop
& Shop. In January 1997, Bradl ees received Bankruptcy Court approval to close
one of the two stores whose | eases are not guaranteed by Stop & Shop. Mntgonery

Ward & Co., Inc. remains liable with respect to the rent it was obligated to pay
as a previous | essor on eight of the | eases guaranteed by Stop &
Shop -- approxinmately 70% of current rent.
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As | essee:
The Conpany is a tenant under |eases for certain properties. These |eases

will expire principally during the next twenty years. Future mnimum | ease
paynents under operating | eases at Decenber 31, 1996, are as foll ows:

YEAR ENDI NG DECEMBER 31: ANMOUNT
1007, $ 1,808, 000
1008, . o 1, 819, 000
1099, L o 1, 743, 000
2000. . . 1,578, 000
2000, . . 1, 567, 000
Thereafter. . ... 28, 261, 000

Rent expense was $1, 465, 000, $1, 395,000 and $1, 313,000 for the years ended
Decenmber 31, 1996, 1995 and 1994.

11. CONTI NGENCI ES

In order to conply with environnental |aws and with rel evant health-based
standards, the Conpany has an active nonitoring and mai ntenance program for
asbest os-containing materials ("ACMs") on its properties. The Conpany's program
to renove friable ACMs has been conpl eted, except for one location. Pursuant to
the lease for this location, it is the tenant's responsibility to renmpve such
ACMs. The Conpany has received an estinate of $500,000 to renpve such ACMs; if
the Conpany has to make such expenditure, it will not have a material adverse
ef fect on the Conpany's financial condition or results of operations.

The Conpany al so has certain other existing and potential environnental
liabilities with respect to conpliance costs relating to underground storage
tanks and cl eanup costs relating to tanks at three Conpany sites at which
preexi sting contam nation was found.

The Conpany believes that known and potential environmental liabilities
wi Il not have a material adverse effect on the Conpany's business, assets or
results of operation. However, there can be no assurance that the identification
of new areas of contam nation, change in the extent or known scope of
contam nation, the discovery of additional sites, or changes in cleanup
requi rements woul d not result in significant costs to the Conpany.

At Decenmber 31, 1996, the Conpany had outstandi ng $600, 000 of real estate
related standby letters of credit which were drawn under a $5, 000, 000 unsecured
line of credit with a bank bearing interest at prine.

Fromtinme-to-time, the Conpany has di sposed of substantial anmounts of real
estate to third parties for which, as to certain properties, it renmins
contingently liable for rent payments or nortgage indebtedness.

There are various |legal actions against the Conpany in the ordinary course
of business. In the opinion of managenent, after consultation with |egal
counsel, the outcone of such matters will not have a material effect on the
Conpany's financial condition or results of operations.

12. REPURCHASE AGREEMENTS

The Conpany enters into agreenents for the purchase and resale of U S.
government obligations for periods of up to one week. The obligations purchased
under these agreenents are held in safekeeping in the name of the Conpany by
various noney center banks. The Conpany has the right to demand additi onal
collateral or return of these invested funds at any time the collateral value is
| ess than 102% of the invested funds plus any accrued earnings thereon.
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13.  VORNADO MANAGEMENT CORP.

I'n July 1995, the Conpany assigned its Managenment Agreenent with
Al exander's (see Note 3) to Vornado Management Corp. ("VMC'). In exchange, the
Conpany received 100% of the non-voting preferred stock of VMC which entitles it
to 95% of the distributions by VMC to its sharehol ders. Steven Roth and Richard
West, Trustees of the Conpany, own the common stock of VMC. In addition, the
Conpany | ent $5,000,000 to VMC for working capital purposes under a three-year
termloan bearing interest at the prime rate plus 2% VMC is responsible for its
pro-rata share of conpensation and fringe benefits of enployees and 30% of ot her
expenses which are common to both Vornado and VMC. This entity is not
consol i dated and accordingly, the Conpany accounts for its investnment in VMC on
the equity method. Below is a summarized Statenment of Operations of VMC

PERI OD FROM
YEAR ENDED JULY 6, 1995 TO
DECEMBER 31, 1996 DECEMBER 31, 1995

Revenues:

Managenent fees from Alexander's................... $ 5,343,000 $ 2, 250, 000
Expenses:

General and administrative......................... (2,691, 000) (1,130, 000)

Interest, net....... ... .. ... (282, 000) (115, 000)
Inconme before income taxes..............iiiiin... 2,370, 000 1, 005, 000
I NCOMB 1 AXES. o v vt e e et (968, 000) (411, 000)

Net i NCOMB. . ... . e 1,402, 000 594, 000
Preferred dividends. ........ .. ... . . . i, (1, 332, 000) (565, 000)
Net incone available to common shareholders.......... $ 70, 000 $ 29, 000
Vornado's 95% equity in income....................... $ 1,332,000 $ 565, 000

14. RELATED PARTY TRANSACTI ONS

On Decenber 2, 1996, M chael D. Fascitelli became the President of the
Conpany and was el ected to the Conpany's Board. M. Fascitelli signed a
five-year enploynment contract under which, in addition to his annual salary, he
recei ved a deferred paynent consisting of $5,000,000 in cash and a $20, 000, 000
convertible obligation payable at the Conpany's option in 459,770 of its Conmon
Shares or the cash equivalent of their appreciated value. Accordingly, cash of
$5, 000, 000 and 459, 770 Common Shares (which are not considered outstanding for
accounting purposes) are being held in an irrevocable trust. The deferred
paynment obligation to M. Fascitelli vests as of Decenber 2, 1997. Further, M.
Fascitelli was granted options for 1,750,000 Conmon Shares of the Conpany.

At Decenber 31, 1996, the loans due from M. Roth ($13,122,500), M. Rowan
($299, 000) and M. Macnow ($268,000) in connection with their stock option
exerci ses aggregated $13,599, 000 ($5, 089,000 of which is shown as a reduction in
sharehol ders' equity). The |l oans bear interest at a rate equal to the broker
call rate (7.0% at Decenber 31, 1996) but not |ess than the m ni num applicable
federal rate provided under the Internal Revenue Code. Interest on the loan to
M. Roth is payable quarterly. M. Roth's loan is due on Decenber 29, 1997. The
Conpany has agreed that on each January 1st (commencing January 1, 1997) to
forgive one-fifth of the amounts due from M. Rowan and M. Macnow, provided
that they remain enpl oyees of the Conpany.

The Conpany currently manages and | eases the real estate assets of
Interstate Properties pursuant to a Managenent Agreenent for which the Conpany
receives a quarterly fee equal to 4% of base rent and percentage rent and
certain other conm ssions. The Managenent Agreenent has a term of one year and
is
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automatically renewabl e unless term nated by either of the parties on sixty
days' notice at the end of the term Although the Managenent Agreenent was not
negoti ated at arms | ength, the Conpany believes based upon conparable fees
charged by other real estate conpanies, that its ternms are fair to the Conpany.
For the years ended Decenber 31, 1996, 1995 and 1994, $2,074, 000, $1, 150,000 and
$894, 000 of managenent fees were earned by the Conpany pursuant to the



Managenment Agreenent.

See Notes 3 and 13 for details on the Conpany's investnment in and advances
to Al exander's and VMC.

15. SUMMARY OF QUARTERLY RESULTS ( UNAUDI TED)

The followi ng sunmary represents the results of operations for each quarter
in 1996 and 1995:

NET
NET I NCOVE
REVENUE | NCOVE PER SHARE
1996*
March 31. .. ... .. $28, 610, 000 $15, 922, 000 $ .65
June 30. . ... 29, 245, 000 15, 120, 000 .62
September 30....... . ... 29, 063, 000 14, 939, 000 .61
Decenmber 31.. ... ... . . . ... 29, 969, 000 15, 383, 000** . 62**
1995
March 31. .. ... .. . $26, 216, 000 $11, 837, 000 $ .54
June 3B0. . ... 27,056, 000 13, 185, 000 .56
Septenmber 30...... ... ... 26, 630, 000 13,567, 000 .56
Decenmber 31... ... .. . . ... 28, 816, 000 14, 419, 000 .59
* The total for the year differs fromthe sumof the quarters as a result of
wei ghti ng.
** | n Decenber 1996, the Conpany recogni zed an expense of $2,083, 000
representing one nonth's anortization of the $25,000, 000 deferred paynent due
to the Conpany's President. Also, the Conmpany recognized $2, 053, 000 of
non-recurring incone as a result of the reversal of a liability which is no
| onger required by Al exander's (which Vornado accounts for on the equity
met hod) .
16. DI VI DEND DI STRI BUTI ONS
Di vidends are characterized for Federal income tax purposes as follows:
1996 1995 1994
Ordinary I NCOMB. . ..ot et 100. 0% 100. 0% 96. 0%
Return of capital (generally non-taxable)................... -- -- 4.0
Tt Al . o 100. 0% 100. 0% 100. 0%

17. SUBSEQUENT EVENT

On March 12, 1997, the Conpany entered into a definitive agreenment (the
"Agreenment"”) to acquire interests in all or a portion of seven Manhattan office
bui I di ngs and certai n nanagenent and | easing assets held by the Mendi k Conpany
and certain of its affiliates. In conjunction with this transaction, the Conpany
wi Il convert to an Unbrella Partnership REIT (UPREIT).

The estimated consideration for the transaction is approximately
$654, 000, 000, including $269, 000,000 in cash, $168,000,000 in UPREIT linmted
partnership units and $217, 000,000 in indebtedness. Pro forma
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revenue of the Mendi k Conpany and affiliates' interests being acquired was
approxi mately $109, 000, 000 for the year ended Decenber 31, 1996.

The Agreenment is subject to the consent of third parties and other
customary conditions. It is currently expected that the proposed transaction
woul d be consunmated in the second quarter, but there can be no assurance that
the proposed transaction will be conpleted.
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| TEM 10. DI RECTORS AND EXECUTI VE OFFI CERS OF THE REG STRANT

Information relating to trustees of the Registrant are contained in a
definitive Proxy Statement involving the election of trustees which the
Regi strant filed with the Securities and Exchange Conmi ssion pursuant to
Regul ati on 14A under the Securities Exchange Act of 1934 not later than 120 days
after Decenber 31, 1996, and such infornation is incorporated herein by
reference. Information relating to Executive Officers of the Registrant appears
at page 11 of this Annual Report on Form 10-K/A.

| TEM 11. EXECUTI VE COVPENSATI ON

Information relating to executive conpensation will be contained in the
Proxy Statenment referred to above in Item 10, "Directors and Executive O ficers
of the Registrant”, and such information is incorporated herein by reference.
ITEM 12. SECURI TY OANNERSHI P OF CERTAI N BENEFI Cl AL OANERS AND MANAGEMENT

Information relating to security ownership of certain beneficial owners and
managenment will be contained in the Proxy Statenment referred to in Item 10,
"Directors and Executive Oficers of the Registrant", and such information is
i ncorporated herein by reference.
| TEM 13. CERTAI N RELATI ONSHI PS AND RELATED TRANSACTI ONS

Information relating to certain relationships and related transactions wll
be contained in the Proxy Statement referred to in Item 10, "Directors and
Executive O ficers of the Registrant”, and such information is incorporated
herein by reference.

PART |V

| TEM 14. EXH BITS, FINANCI AL STATEMENT SCHEDULES, AND REPORTS ON FORM 8- K

(a) The followi ng docunents are filed as part of this report:

1. The consolidated financial statements are set forth in Item 8 of
this Annual Report on Form 10- K/ A.

2. Financial Statenent Schedul es.

The following financial statement schedul es should be read in conjunction
with the financial statements included in Item 8 of this Annual Report on Form
10- K/ A

PAGES IN THI S
ANNUAL REPORT
ON FORM 10-K/ A

I ndependent Auditors' Report

Il -- Valuation and Qualifying Accounts -- years ended Decenber 31,

1996, 1995 and 1994. . .. . .. ... 41
Il -- Real Estate and Accunul ated Depreciation as of Decenber 31,

1906, . 42

Schedul es other than those |listed above are onmitted because they are not
applicable or the information required is included in the consolidated financial
statements or the notes thereto.

The consolidated financial statements of Alexander's, Inc. for the year
ended Decenber 31, 1996 are hereby incorporated by reference to Item 14(a)l of
the Annual Report on Form 10-K of Al exander's, Inc.

3. The following exhibits listed on the Exhibit Index are filed with
this Annual Report on Form 10- K/ A.
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EXHI BI T NO.

11 St at ement Re Conputation of Per Share Earnings.

12 Consol i dat ed Ratios of Earnings to Fixed Charges and Conbi ned Fi xed Charges and

Preferred Share Dividend Requirenents
21 Subsi di ari es of the Registrant.
23 Consent of Independent Auditors to Incorporation by Reference.

27 Fi nanci al Data Schedul e.



(b) Reports on Form 8-K

During the last quarter of the period covered by this Annual Report on Form

10- K/ A descri bed bel ow.

PERI OD COVERED:
(DATE OF EARLI EST EVENT)

REPORT | TEMS REPORTED DATE OF REPORT

Decenmber 2, 1996................... O her events -- Decenber 10, 1996
re: new President of Conpany

Decenber 18, 1996.................. O her events -- Decenber 18, 1996

re: sale of Common Shares
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SI GNATURES

Pursuant to the requirenents of Section 13 or 15 (d) of the Securities
Exchange Act of 1934, the Registrant has duly caused this report to be signed on
its behalf by the undersigned, thereunto duly authorized.

VORNADO REALTY TRUST

By: /s/ JOSEPH MACNOW

Joseph Macnow, Vice President,
Chi ef Financial O ficer

Dat e: Sept ember 10, 1997

Pursuant to the requirenents of the Securities Exchange Act of 1934, this
report has been signed bel ow by the foll owi ng persons on behal f of the
Regi strant and in the capacities and on the dates indicated:

Sept ember

1997

S| GNATURE TITLE
By: /'s/ STEVEN ROTH Chai rman of the Board
————————————————————————————————————————————— of Trustees
(Steven Roth) (Principal Executive
O ficer)
By: /'s/ M CHAEL D. FASCI TELLI President and Trustee

(Mchael D. Fascitelli)

By: /sl JOSEPH MACNOW Vice President -- Chief
————————————————————————————————————————————— Fi nancial O ficer and
(Joseph Macnow) Controller (Principal

Fi nanci al and
Accounting Oficer)

By: /'s/ DAVI D MANDELBAUM Trustee

(Davi d Mandel baum

By: /'s/ STANLEY S| MON Trustee

(Stanl ey Sinon)

By: /'s/ RONALD G TARGAN Trustee

(Ronald G Targan)

By: /'s/ RUSSELL B. W GHT, JR Trust ee

(Russell B. Wght, Jr.)

By: /'s/ RICHARD R WEST Trustee

(Richard R West)

40
42

Sept enber

Sept ember

Sept enber

Sept enber

Sept enber

Sept enber

Sept ember

10,

10,

10,

10,

10,

10,

10,

1997

1997

1997

1997

1997

1997

1997



VORNADO REALTY TRUST
AND SUBSI DI ARI ES

SCHEDULE |

VALUATI ON AND QUALI FYI NG ACCOUNTS

YEAR ENDED DECEMBER 31,
Deducted from accounts
recei vabl e al |l owance for
doubt ful accounts............

1996:

YEAR ENDED DECEMBER 31,
Deducted from accounts
recei vabl e, allowance for
doubt ful accounts............

1995:

YEAR ENDED DECEMBER 31
Deducted from accounts
recei vabl e, allowance for
doubt ful accounts............

1994

43

COLUWN B COLUMN D
------------ COLUWMN C
BALANCE ADDI TI ONS DEDUCTI ONS
AT BEG NNI NG CHARGED AGAI NST - -----mmmmmmmmmmmcao oo

OF YEAR OPERATI ONS DESCRI PTI ON
(AMOUNTS | N THOUSANDS)

Uncol | ecti bl e accounts
$578 $ 211 written-off

Uncol | ecti bl e accounts
$457 $ 613 written-off

Uncol | ecti bl e accounts
$402 $ 385 written-off
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SCHEDULE | |

REAL ESTATE AND ACCUMULATED DEPRECI ATI ON

DECEMBER 31,

1996

(AMOUNTS | N THOUSANDS)

SHOPPI NG CENTERS
NEW JERSEY
Atlantic City.................
Bordentown....................

East
East Hanover
Hackensack....................
Jersey City..............
Kear ny(4)
Lawnside........... .. ... .....
Lodi

Mddletown....................
Morris Plains.................
North Bergen(4)
North Plainfield..............

WAt chung( 4)
Woodbridge. . .......... ... ...,

$ 2,135*
3, 276*
9, 919*
9, 706*
2, 848*
3, 635*
8, 205*
11, 066*

10, 381*
5, 708*
2,420*
6, 397*
5, 398*
7,761*
6, 600*

3,879

$214

$492

BALANCE
AT END
OF YEAR

$575

$578

$457

COLUMN C
COLUWMN D
INITIAL COST TO ~ cecrecmmmeoon-
COMPANY( 1) COoSTS
----------------------- CAPI TALI ZED
BUI LDI NGS AND SUBSEQUENT
LAND | MPROVEMENTS  TO ACQUISITION L
$ 358 $ 2,143 $ 594
498 3,176 1,134
929 2,175 9,179
915 3, 926 3,322
756 3,184 2,037
224 2,330 2,354
319 3,236 3,746
376 3,063 3,439
536 3, 293 7,177
652 2,962 1,798
279 4,429 (1,295)
851 2,222 1,313
245 2,315 957
725 2,447 4,959
1,514 4,671 694
283 1, 508 3, 950
1, 254 3, 140 3,277
510 3, 390 (955)
500 13, 340 329
1, 097 5, 359 11,796
900 2,132 75
1,014 4,527 1, 888
290 1,594 1, 253
451 2,347 6, 733
190 3,047 709

GROSS AMOUNT AT WHI CH
CARRI ED AT CLOSE OF PERI OD

BUI LDI NGS AND

AND | MPROVEMENTS
358 $ 2,737
713 4,095
929 11, 354
915 7,248
756 5,221
205 4,703
319 6,982
477 6,401
536 10, 470
652 4,760
290 3,123
851 3,535
245 3,272
725 7,406

1,611 5, 268
283 5,458

1,104 6,567

2,309 636
500 13, 669

1,097 17,155
900 2,207

1,014 6,415
290 2, 847

4, 200 5,331
220 3,726

TOTAL( 2)

$ 3,095
4,808
12,283
8, 163
5,977



Total New Jersey.......... 144,221 15, 666 85, 956
NEW YORK
14th Street and Uni on Square
Manhattan..................... -- 12, 566 4,044
Al bany (Menands).............. -- 460 1,677
Buffalo (Amherst)............. 4, 863* 402 2,019
Freeport...................... 8,021* 1,231 3,273
New Hyde Park................. 2, 043* -- - -
North Syracuse................ -- -- --
Rochester (Henrietta)......... 2, 203* - - 2,124
Rochester..................... 2,832* 443 2,870
Total New York............ 19, 962 15, 102 16, 007
COLUWN F
---------------- COLUWMN G
COLUWN A ACCUMULATED - -----mmmm - - -
---------------------------------- DEPREC!I ATI ON AND DATE OF
DESCRI PTI ON AMORTI ZATI ON CONSTRUCTI ON( 3)
SHOPPI NG CENTERS
NEW JERSEY
Atlantic City................. $ 1,820 1965
Bordentown.................... 3,511 1958
Bricktown..................... 3,946 1968
Cherry Hill................... 4,549 1964
Delran.............. .. ........ 2,575 1972
Dover. ........ .. 2,537 1964
East Brunswick................ 4,592 1957
East Hanover.................. 3,873 1962
Hackensack.................... 3,828 1963
Jersey City................... 3,283 1965
Kearny(4)..................... 909 1938
Lawnside...................... 1,892 1969
Lodi. ..o 2,156 1935
Manal apan. . ................... 3,185 1971
Marlton......... ... .. ... ...... 3,534 1973
Mddletown.................... 2,376 1963
Morris Plains................. 3,738 1961
North Bergen(4)............... 58 1993
North Plainfield.............. 3, 464 1955
Totowa. .......... ... ... 5, 068 1957
Turnersville.................. 1,599 1974
Union......................... 4,571 1962
Vineland...................... 1, 603 1966
Vatchung(4) . ....ovveeen... 377 1994
Woodbridge.................. .. 2,689 1959
Total New Jersey.......... 71,733
NEW YORK
14th Street and Union Square
Manhattan..................... 413 1965
Al bany (Menands).............. 1,739 1965
Buffalo (Amherst)............. 2,268 1968
Freeport...................... 2,412 1981
New Hyde Park................. 122 1970
North Syracuse................ 23 1967
Rochester (Henrietta)......... 1, 890 1971
Rochester..................... 2,236 1966
Total New York............ 11,103
(Conti nued)
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SCHEDULE | |
REAL ESTATE AND ACCUMULATED DEPRECI ATI ON
DECEMBER 31, 1996
(AMOUNTS | N THOUSANDS)

DATE
ACQUI RED

1965
1958
1968
1964
1972
1964
1957
1962
1963
1965
1959
1969
1955
1971
1973
1963
1985
1959
1989
1957
1974
1962
1966
1959
1959

1993
1965
1968
1981
1976
1976
1971
1966

70, 463 21, 499

3, 457 12,581
2,908 460
2,185 636
2,852 1,231
122 --
23 --
1,173 --
635 443
13,355 15, 351
COLUWN

LI FE ON WHI CH

DEPRECI ATI ON | N LATEST

I NCOVE STATEMENT
I'S COWPUTED

14- 40 Years
10-40 Years
27-40 Years
15-40 Years
20-40 Years
16-40 Years
13- 33 Years
16-40 Years
17-40 Years
19-40 Years
28-40 Years
19-40 Years
11-27 Years
18-40 Years
21-40 Years
27-40 Years
14-19 Years
30 Years
26-30 Years
22-40 Years
23-40 Years
10-40 Years
22-40 Years
30 Years
11-40 Years

40 Years
27-40 Years
14- 40 Years
19-40 Years

6-7 Years
11-12 Years
22-40 Years
15-40 Years

150, 586

7,486
4, 585

172,085

20, 067
5, 045



PENNSYLVANI A
Allentown. ........
Bensalem .........
Bet hl ehem ........
Broomal | ..........
G enolden.........
Lancaster.........
Levittown.........
10t h and Market St

Phi | adel phia. ...
Upper Morel and. . ..

MARYLAND
Baltinore (Belait
Bal ti nore (Towson)

reets,

RA) oot

Baltinmore (Dundalk)...........

Gen Burnie.......
Hagerstown........

Total Maryl and
CONNECTI CUT

Newi ngton.........
Waterbury.........

Total Connecticut.........

MASSACHUSETTS
Chicopee..........
Springfield(4)....

Total Massachusetts.......

TEXAS

Total Texas...

TOTAL SHOPPI NG CENTERS

PENNSYLVANI A
Allentown.........
Bensalem.........
Bethl ehem ........
Broomal | ..........
Genolden.........
Lancaster.........
Levittown.........
10th and Market St

Phi | adel phia. . ..
Upper Morel and. . ..

MARYLAND
Baltinore (Belait
Bal ti nore (Towson)

reets,

RA) ..o

Baltinmore (Dundalk)...........

Gen Burnie.......
Hagerstown........

Total Maryl and

INNTIAL COST TO - --mmmmmmmm--- GROSS AMOUNT AT WHI CH
COVPANY( 1) COSTS CARRI ED AT CLOSE OF PERI OD
COLUMN B - CAPI TALI ZED == - mmm i e e oo oo
------------ BUI LDI NGS AND SUBSEQUENT BUI LDI NGS AND
ENCUMBRANCES LAND | MPROVEMENTS TO ACQUI SI TI ON LAND | MPROVEMENTS TOTAL( 2)
7, 696* 70 3,446 9, 555 334 12,737 13,071
3,967* 1,198 3,717 1,582 1,198 5,299 6, 497
-- 278 1, 806 3,634 278 5, 440 5,718
3, 260* 734 1,675 1, 606 850 3,165 4,015
4, 245% 850 1, 295 695 850 1,990 2,840
2,312* 606 2,312 2,475 606 4,787 5,393
2,283* 193 1,231 105 193 1, 336 1,529
-- 933 3,230 4,148 933 7,378 8, 311
3,517* 683 2,497 112 683 2,609 3,292
1, 463* 421 1,700 1, 233 421 2,933 3,354
28, 743 5, 966 22,909 25, 145 6, 346 47,674 54, 020
-- 785 1, 333 2,978 785 4,311 5, 096
5, 779* 581 2,756 484 581 3, 240 3,821
4,084* 667 1,710 2,952 667 4,662 5, 329
2,299* 462 1,741 522 462 2,263 2,725
-- 168 1, 453 894 168 2,347 2,515
12,162 2,663 8,993 7,830 2,663 16, 823 19, 486
3, 042* 502 1,581 525 502 2,106 2,608
3, 889* -- 2,103 1,341 667 2,777 3, 444
6, 931 502 3,684 1, 866 1,169 4,883 6, 052
1, 999* 510 2,031 358 510 2,389 2,899
-- 505 1, 657 857 2,586 433 3,019
1,999 1,015 3,688 1, 215 3,096 2,822 5,918
764* 2,433 2,271 676 2,469 2,911 5, 380
3, 445* 3,414 4,704 1,134 3,414 5,838 9, 252
1,987* 3,714 6,891 1,030 3,714 7,921 11, 635
6,196 9,561 13, 866 2,840 9, 597 16, 670 26, 267
220, 214 50, 475 155, 103 122,714 59,721 268, 571 328, 292
COLUWN
COLUMN F e
---------------- COLUWN G COLUWN H LI FE ON WHI CH
ACCUMULATED - ----mmmmmmmman mmmmm o DEPRECI ATI ON | N LATEST
DEPREC!I ATI ON AND DATE OF DATE | NCOVE STATEMENT
AMORTI ZATI ON CONSTRUCTI ON( 3) ACQUI RED |'S COWPUTED
4,059 1957 1957 24-42 Years
3, 260 1972 1972 20- 40 Years
2,717 1966 1966 13-40 Years
1,792 1966 1966 13-40 Years
946 1975 1975 23-40 Years
2,632 1966 1966 14-40 Years
1, 059 1964 1964 14- 40 Years
296 1977 1994
1, 833 1974 1974 22-40 Years
1, 555 1970 1970 19-40 Years
20, 149
2,743 1962 1962 26-33 Years
1,931 1968 1968 19-40 Years
2,301 1966 1966 16-40 Years
1,717 1958 1958 22-33 Years
1, 239 1966 1966 13- 40 Years
9,931



CONNECTI cuT

Newi ngton..................... 1, 427 1965 1965 15-40 Years
Waterbury. ... .. ... 1, 669 1969 1969 23-40 Years
Total Connecticut......... 3,096
MASSACHUSETTS
Chicopee........ ... ... .. 1, 694 1969 1969 20-40 Years
Springfield(4)................ 48 1993 1966 30 Years
Total Massachusetts....... 1,742
TEXAS
Dallas Lewisville............. 624 1989 1990 28-30 Years
Mesquite...................... 1, 249 1988 1990 28-30 Years
Skillman...................... 1,633 1988 1990 27-30 Years
Total Texas............... 3, 506
TOTAL SHOPPI NG CENTERS. ........... 121, 260
(Conti nued)
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REAL ESTATE AND ACCUMJLATED DEPRECI ATI ON
DECEMBER 31, 1996
(AMOUNTS | N THOUSANDS)
COLUW C COLUW E
COLUW D
INNTIAL COST TO ------------ - GROSS AMOUNT AT WHI CH
COVPANY( 1) COSTS CARRI ED AT CLOSE OF PERI OD
COLUWN A COLUMN B ----mmmme e - CAPI TALI ZED - - - - - - e mmmm e e e -
---------------------------------------------- BUI LDI NGS AND SUBSEQUENT BUI LDI NGS AND
DESCRI PTI ON ENCUVBRANCES LAND | MPROVEMENTS TO ACQUI SI TI ON LAND | MPROVEMENTS TOTAL( 2)
WAREHOUSE/ | NDUSTRI AL
NEW JERSEY
East Brunswick................ -- -- 4,772 2,844 7,616 7,616
East Hanover.................. 8, 210* 576 7,752 6,904 691 14, 541 15, 232
Edison......... ... .. ... ..... 2, 455* 705 2,839 1, 235 704 4,075 4,779
Garfield........... . ... ..... 1, 249 96 8, 068 3, 808 96 11, 876 11,972
Total Warehouse/
Industrial.............. 11,914 1, 377 23,431 14,791 1, 491 38,108 39, 599
OTHER PROPERTI ES
NEW JERSEY
Paramus. ...................... 1, 225 -- 8, 345 2,201 -- 10, 546 10, 546
Montclair..................... -- 66 470 329 66 799 865
Rahway.......... ... .. ... ..... -- -- -- 25 -- 25 25
NEW YORK
825 7th Ave. Manhattan........ -- -- 8,870 -- -- 8,870 8,870
Total Ot her Properties.... 1, 225 66 17, 685 2,555 66 20, 240 20, 306
LEASEHOLD | MPROVEMENTS AND
EQUI PMENT 9,101 9,101
TOTAL - -
DECEMBER 31, 1996............... $233, 353 $51, 918 $ 196, 219 $140, 060 $61, 278 $ 336, 020 $397, 298
COLUWN |
COLUMN F e
———————————————— COLUWN G COLUW H LI FE ON WHI CH
COLUWN A ACCUMULATED  ------mmmmmmmae e e oo DEPRECI ATI ON | N LATEST
---------------------------------- DEPREC!I ATI ON AND DATE OF DATE | NCOVE STATEMENT
DESCRI PTI ON AMORTI ZATI ON CONSTRUCTI ON( 3) ACQUI RED |'S COVWPUTED

WAREHOUSE/ | NDUSTRI AL
NEW JERSEY



East Brunswick................ 3,645 1972 1972 19-40 Years

East Hanover.................. 8, 159 1963- 1967 1963 5-40 Years
Edison........................ 1, 821 1954 1982 17-25 Years
Garfield...................... 8, 088 1942 1959 17-33 Years

Total Warehouse/
Industrial.............. 21,713

OTHER PROPERTI ES

NEW JERSEY
Paranmus. ...................... 2,361 1967 1987 33-40 Years
Montclair..................... 488 1972 1972 15 Years
Rahway. ....................... 23 1972 1972 14 Years
NEW YORK
825 7th Ave. Manhattan........ 129 1963 1996 39 Years
Total Ot her Properties.... 3,001

LEASEHOLD | MPROVEMENTS AND

EQUI PMENT 5,075 3-20 Years
TOTAL --
DECEMBER 31, 1996............... $151, 049

* These encunbrances are cross collateralized under a blanket nortgage in the
amount of $227, 000, 000 at Decenber 31, 1996.

Not es

(1) Initial cost is cost as of January 30, 1982 (the date on which Vornado
conmenced real estate operations) unless acquired subsequent to the
date -- See Columm H.

(2) Aggregate cost is approximtely the sane for Federal income tax purposes.

(3) Date of original construction -- many properties have had substanti al
renovation or additional construction -- see Columm D.

(4) Building on these properties were denolished in 1993. As a result, the cost
of the buildings and i nprovenents, net of accunul ated depreciation, were
transferred to land. In addition, the cost of the land in Kearny is net of a
$1, 615, 000 i nsurance recovery.
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VORNADO REALTY TRUST
AND SUBSI DI ARI ES

SCHEDULE 111
REAL ESTATE AND ACCUMULATED DEPRECI ATI ON
(AMOUNTS | N THOUSANDS)

The following is a reconciliation of real estate assets and accunul at ed
depreci ation:

YEAR ENDED YEAR ENDED
DECEMBER 31, 1996 DECEMBER 31, 1995

REAL ESTATE
Bal ance at beginning of period........................ $ 382,476 $ 365, 832
Addi tions during the period:
Land. ... -- 161
Buildings & inprovenents.......... ... ... 14, 822 16, 635
397, 298 382, 628
Less: Cost of assets witten-off...................... -- 152
Bal ance at end of period........ ... ... ... ... . ... . ..., $ 397, 298 $ 382,476
ACCUMULATED DEPRECI ATI ON
Bal ance at beginning of period........................ $ 139,495 $ 128,705
Addi tions charged to operating expenses............... 11, 589 10, 790
151, 084 139, 495
Less: Accunul ated depreciation on assets
witten-of f.. ... . . . 35 --

Bal ance at end of period........... ... ... ... .. ...

YEAR ENDED
DECEMBER 31, 1994

$ 340, 415

989
24,428

9, 963
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