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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington D.C. 20549

Form 10-Q

p QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES ACT
OF 1934
For the quarterly period ended September 30, 2006
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES ACT
OF 1934
For the transition period from to

Commission file number 1-10093

RAMCO-GERSHENSON PROPERTIES TRUST
(Exact name of registrant as specified in its charter)

MARYLAND 13-6908486
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification Number)

31500 Northwestern Highway 48334
Farmington Hills, Michigan (Zip code)
(Address of principal executive offices)

248-350-9900
(Registrant s telephone number, including area code)

Indicate 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 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yesp Noo

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of accelerated filer and large accelerated filer in Rule 12b-2 of the Exchange Act.

Larger Accelerated Filer o Accelerated Filer p  Non-Accelerated Filer o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act) Yeso Nop
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Number of common shares of beneficial interest ($0.01 par value) of the registrant outstanding as of November 2,
2006: 16,574,290
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PARTI FINANCIAL INFORMATION
Item 1. Financial Statements
RAMCO-GERSHENSON PROPERTIES TRUST

CONSOLIDATED BALANCE SHEETS

September 30, December 31,
2006 2005
(Unaudited)
(In thousands, except per
share amounts)

ASSETS
Investment in real estate, net $ 950,305 $ 922,103
Real estate assets held for sale 61,995
Cash and cash equivalents 16,671 14,929
Accounts receivable, net 38,499 32,341
Equity investments in unconsolidated entities 53,763 53,398
Other assets, net 39,416 40,509
Total Assets $ 1,098,654 $ 1,125,275

LIABILITIES AND SHAREHOLDERS EQUITY

Mortgages and notes payable $ 720,882 $ 724,831
Accounts payable and accrued expenses 29,787 31,353
Distributions payable 10,389 10,316
Capital lease obligation 7,739 7,942
Total Liabilities 768,797 774,442
Minority Interest 37,207 38,423

SHAREHOLDERS EQUITY
Preferred Shares of Beneficial Interest, par value $0.01, 10,000 shares

authorized:

9.5% Series B Cumulative Redeemable Preferred Shares; 1,000 shares issued and

outstanding, liquidation value of $25,000 23,804 23,804
7.95% Series C Cumulative Convertible Preferred Shares; 1,889 shares issued

and outstanding, liquidation value of $53,837 51,741 51,741

Common Shares of Beneficial Interest, par value $0.01, 45,000 shares
authorized; 16,574 and 16,847 issued and outstanding as of September 30, 2006

and December 31, 2005, respectively 166 168
Additional paid-in capital 335,560 343,011
Accumulated other comprehensive income (loss) 146 (44)
Cumulative distributions in excess of net income (118,767) (106,270)
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Total Shareholders Equity 292,650 312,410

Total Liabilities and Shareholders Equity $ 1,098,654 $ 1,125,275

See notes to consolidated financial statements.
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RAMCO-GERSHENSON PROPERTIES TRUST

CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME

REVENUES:

Minimum rents

Percentage rents

Recoveries from tenants

Fees and management income
Other income

Total revenues

EXPENSES:

Real estate taxes

Recoverable operating expenses
Depreciation and amortization
Other operating

General and administrative
Interest expense

Total expenses

Income from continuing operations before gain on sale of
real estate assets, minority interest and earnings from
unconsolidated entities

Gain on sale of real estate assets

Minority interest

Earnings from unconsolidated entities

Income from continuing operations

Discontinued operations, net of minority interest:
Gain (loss) on sale of real estate assets

Income from operations

Income (loss) from discontinued operations

Net income
Preferred stock dividends

Net income available to common shareholders

Table of Contents

For the Three Months For the Nine Months
Ended September 30, Ended September 30,
2006 2005 2006 2005

(Unaudited)

(In thousands, except per share amounts)

$ 25328
225
10,738
1,312
1,212

38,815

5,025
6,000
8,105
1,263
3,328
11,767

35,488

3,327

1,204
(877)

864

4,518
(28)

9
(19)

4,499
(1,664)

$ 2,835

$ 23,223
185
9,580
1,121
1,194

35,303
4,628
5,175
7,375

808
2,991
10,717

31,694

3,609

630
(769)

610

4,080

724
724

4,804
(1,663)

$ 3,141

$ 75113 $
610
30,920
4,073
3,092

113,808

14,793
17,236
24,058

2,882
10,724
33,326

103,019

10,789
2,937
(2,549)
2,356
13,533

926
402
1,328

14,861
(4,991)

$ 9870 $

71,226
558
29,543
3,859
3,529

108,715
13,805
15,896
23,125

1,657
10,579
31,851

96,913

11,802

626
(2,142)

1,541

11,827

2,027
2,027

13,854
(4,991)

8,863
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Basic earnings per common share:
Income from continuing operations
Income from discontinued operations

Net income

Diluted earnings per common share:

Income from continuing operations

Income from discontinued operations

Net income

Basic weighted average common shares outstanding

Diluted weighted average common shares outstanding

COMPREHENSIVE INCOME

Net income

Other comprehensive income:

Unrealized gains (losses) on interest rate swaps

Comprehensive income

$ 017
$ 017
$ 017
$ 017
16,565
16,621
$ 4,499
(1,005)
$ 3,494

$ 014
0.05

$ 019
$ 014
0.05

$ 019
16,838
16,887

$ 4,804
(113)

$ 4,091

See notes to consolidated financial statements.
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0.51
0.08

0.59
0.51
0.08
0.59
16,696

16,739

14,861
190

15,051

0.40
0.13

0.53
0.40
0.13
0.53
16,835

16,880

13,854
20

13,874
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RAMCO-GERSHENSON PROPERTIES TRUST

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash Flows from Operating Activities:
Net income

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

Depreciation and amortization

Amortization of deferred financing costs

Gain on sale of real estate assets

Earnings from unconsolidated entities
Discontinued operations

Minority interest, continuing operations
Distributions received from unconsolidated entities

Changes in operating assets and liabilities that provided (used) cash:

Accounts receivable
Other assets
Accounts payable and accrued expenses

Net Cash Provided by Continuing Operating Activities
Operating Cash from Discontinued Operations

Net Cash Provided by Operating Activities

Cash Flows from Investing Activities:

Real estate developed or acquired, net of liabilities assumed
Purchase of remaining interest in joint venture, net of cash acquired
Investment in unconsolidated entities

Proceeds from sales of real estate

Increase in note receivable from joint venture

Payments on note receivable from joint venture

Net Cash Used in Continuing Investing Activities
Investing Cash from Discontinued Operations

Net Cash Provided by (Used in) Investing Activities

Cash Flows from Financing Activities:

Cash distributions to shareholders

Cash distributions to operating partnership unit holders
Cash dividends paid on preferred shares

Payment of unsecured revolving credit facility

Table of Contents

For the Nine Months
Ended September 30,
2006 2005
(Unaudited)

(In thousands)
14,861 13,854
24,058 23,125

795 1,628
(2,937) (626)
(2,356) (1,541)
(1,552) (2,027)

2,549 2,142

2,007 1,188
(5,894) (5,090)

742 (1,573)
(1,954) 4,212
30,319 35,292

702 3,410
31,021 38,702

(37,101) (25,405)

(576)

(465) (36,973)
14,978 8,087

(1,072)

7,300

(23,164) (48,063)
45,366

22,202 (48,063)

(22,323) (21,800)

(3,903) (3,792)

(4,992) (4,991)

(73,300) (48,550)
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Payment of secured revolving credit facility (12,000)
Principal repayments on mortgages payable (10,723) (105,930)
Payment of deferred financing costs (880) (1,102)
Distributions to minority partners (63) (110)
Borrowings on unsecured credit facility 63,750 53,350
Borrowings on secured credit facility 8,554 47,050
Reduction of capitalized lease obligation (203)
Proceeds from mortgages payable 249 107,072
Purchase and retirement of common shares (7,804)
Proceeds from exercise of stock options 157 149
Net Cash (Used in) Provided by Continuing Financing Activities (51,481) 9,346
Financing Cash from Discontinued Operations
Net Cash (Used in) Provided by Financing Activities (51,481) 9,346
Net Increase (Decrease) in Cash and Cash Equivalents 1,742 (15)
Cash and Cash Equivalents, Beginning of Period 14,929 15,045
Cash and Cash Equivalents, End of Period $ 16,671 $ 15,030
Supplemental Cash Flow Disclosure, including Non-Cash Activities:
Cash paid for interest during the period $ 32452 $ 30,060
Capitalized interest 1,126 486
Assets contributed to joint venture entity 7,994
Assumed debt of acquired property 7,521
Increase in fair value of interest rate swaps 190 20

See notes to consolidated financial statements.
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RAMCO-GERSHENSON PROPERTIES TRUST

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands)

1. Organization and Basis of Presentation

Ramco-Gershenson Properties Trust is a Maryland real estate investment trust ( REIT ) organized on October 2, 1997.
The terms Company, we, our, or us refersto Ramco-Gershenson Properties Trust and, where appropriate, its
subsidiaries. We are a publicly-traded REIT which owns, develops, acquires, manages and leases community

shopping centers (including power centers and single tenant retail properties) and one regional mall. At September 30,
2006, we had a portfolio of 81 shopping centers, with approximately 18.3 million square feet of gross leasable area,
located in the midwestern, southeastern and mid-Atlantic regions of the United States. Our centers are usually

anchored by discount department stores or supermarkets and the tenant base consists primarily of national and

regional retail chains and local retailers. Our credit risk, therefore, is concentrated in the retail industry.

The accompanying consolidated financial statements have been prepared by the Company pursuant to the rules and
regulations of the Securities and Exchange Commission. Accordingly, certain information and footnote disclosures
normally included in audited financial statements prepared in accordance with accounting principles generally
accepted in the United States have been condensed or omitted. These consolidated financial statements should be read
in conjunction with the audited consolidated financial statements and related notes included in the Company s Annual
Report on Form 10-K for the year ended December 31, 2005 filed with the Securities and Exchange Commission.
These consolidated financial statements, in the opinion of management, include all adjustments necessary for a fair
presentation of the financial position, results of operations and cash flows for the period and dates presented. Interim
operating results are not necessarily indicative of operating results for the full year.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and our majority owned subsidiary, the
Operating Partnership, Ramco-Gershenson Properties, L.P. (85.0% and 85.2% owned by us at September 30, 2006
and at December 31, 2005, respectively), and all wholly owned subsidiaries, including bankruptcy remote single
purpose entities, and all majority owned joint ventures over which we have control. Investments in real estate joint
ventures for which we have the ability to exercise significant influence over, but for which we do not have financial or
operating control, are accounted for using the equity method of accounting. Accordingly, our share of the earnings of
these joint ventures is included in consolidated net income. All intercompany accounts and transactions have been
eliminated in consolidation.

Through the Operating Partnership we own 100% of the non-voting and voting common stock of Ramco-Gershenson,
Inc. ( Ramco ), and therefore it is included in the consolidated financial statements. Ramco has elected to be a taxable
REIT subsidiary for federal income tax purposes. Ramco provides property management services to us and other
entities.

2. Real Estate Assets Held for Sale
As of December 31, 2005, nine properties were classified as Real Estate Assets Held for Sale and the results of their

operations were reflected as discontinued operations in accordance with Statement of Financial Accounting Standards
No. 144 Accounting for the Impairment or Disposal of Long-Lived Assets ( SFAS No. 144 ).

Table of Contents 11
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On January 23, 2006, the Company sold seven of the shopping centers held for sale for $47,000 in aggregate, resulting
in a gain of approximately $926, net of minority interest. The shopping centers, which were sold as a portfolio to an
unrelated third party, include: Cox Creek Plaza in Florence, Alabama; Crestview Corners in Crestview, Florida;
Cumberland Gallery in New Tazewell, Tennessee; Holly Springs Plaza in Franklin, North Carolina; Indian Hills in
Calhoun, Georgia; Edgewood Square in North Augusta, South Carolina; and Tellico Plaza in Lenoir City, Tennessee.
The proceeds from the sale were used to pay down the Company s unsecured

6
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RAMCO-GERSHENSON PROPERTIES TRUST

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
revolving credit facility. Total revenue for the seven properties was $550 and $4,260 for the nine months ended
September 30, 2006 and 2005, respectively.

During March 2006, the Company decided not to continue to actively market for sale the two unsold properties. In
accordance with SFAS No. 144, the two properties are no longer classified as held for sale in the consolidated balance
sheet and the results of their operations are included in income from continuing operations for all periods presented.

3. Accounts Receivable, Net

Accounts receivable at September 30, 2006 includes $4,202 due from Atlantic Realty Trust ( Atlantic ) for
reimbursement of tax deficiencies and interest related to the Internal Revenue Service ( IRS ) examination of our
taxable years ended December 31, 1991 through 1995. Under terms of a tax agreement that we entered into with
Atlantic (the Tax Agreement ), Atlantic assumed all of our liability for tax and interest arising out of that IRS
examination. See Note 10.

Effective March 31, 2006, Atlantic was merged into (acquired by) SI 1339, Inc., a wholly-owned subsidiary of Kimco
Realty Corporation ( Kimco ), with SI 1339, Inc. continuing as the surviving corporation. By way of the merger, SI

1339, Inc. acquired Atlantic s assets, subject to its liabilities (including its obligations to the Company under the Tax
Agreement). See Note 10.

Accounts receivable includes $14,774 and $13,098 of unbilled straight-line rent receivables at September 30, 2006
and December 31, 2005, respectively. In addition, at September 30, 2006, accounts receivable includes $2,833 due
from Ramco Jacksonville LLC, a 20% owned unconsolidated entity.

We provide for bad debt expense based upon the reserve method of accounting. We continuously monitor the
collectibility of our accounts receivable (billed, unbilled and straight-line) from specific tenants, analyze historical bad
debts, customer credit worthiness, current economic trends and changes in tenant payment terms when evaluating the
adequacy of the allowance for bad debts. When tenants are in bankruptcy, we make estimates of the expected recovery
of pre-petition and post-petition claims. The ultimate resolution of these claims can often take longer than one year.
Accounts receivable in the accompanying balance sheet is shown net of an allowance for doubtful accounts of $2,627
and $2,017 at September 30, 2006 and December 31, 2005, respectively.

4. Investment in Real Estate, Net

Investment in real estate consists of the following:

September 30, December 31,

2006 2005
Land $ 143,637 $ 136,843
Buildings and improvements 944,581 887,251
Construction in progress 11,741 23,210

Table of Contents
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1,099,959 1,047,304
Less: accumulated depreciation (149,654) (125,201)
Investment in real estate, net $ 950,305 $ 922,103
7
Table of Contents 14



Edgar Filing: RAMCO GERSHENSON PROPERTIES TRUST - Form 10-Q

Table of Contents

RAMCO-GERSHENSON PROPERTIES TRUST

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

5. Other Assets, Net

Other assets consist of the following:

Leasing costs

Intangible assets
Deferred financing costs
Other assets

Less: accumulated amortization

Prepaid expenses and other

Proposed development and acquisition costs

Other assets, net

September 30,
2006

$ 30,297
10,172

7,343

5,635

53,447
(26,800)

26,647
12,182
587

$ 39,416

December 31,
2005

$ 28,695

11,048
13,742
5,469

58,954
(30,726)

28,228
11,172
1,109

$ 40,509

Intangible assets at September 30, 2006 include $7,082 of lease origination costs and $3,008 of favorable leases
related to the allocation of the purchase prices for acquisitions made since 2002. These assets are being amortized over
the lives of the applicable leases. The weighted average amortization period for intangible assets attributable to lease

origination costs and favorable leases is approximately 5 years.

The following table represents estimated aggregate amortization expense related to intangible assets as of

September 30, 2006:

Year Ending December 31,

2006 (October 1 - December 31)
2007

2008

2009

2010

Thereafter

Total

Table of Contents

$ 1,589
5,993
4,910
3,737
2,850
7,568

$ 26,647
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RAMCO-GERSHENSON PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
6. Mortgages and Notes Payable

Mortgages and notes payable consist of the following:

September 30, December 31,

2006 2005
Fixed rate mortgages with interest rates ranging from 4.8% to 8.2%, due at
various dates through 2018 $ 446,054 $ 451,777
Floating rate mortgages with interest rates ranging from 7.0% to 7.9%, due at
various dates through 2007 15,624 12,854

Secured Term Loan, with an interest rate at LIBOR plus 115 to 150 basis

points, due December 2008. The effective rate at September 30, 2006 was

6.7% 8,554

Unsecured Term Loan Credit Facility, with an interest rate at LIBOR plus 130

to 165 basis points, due December 2010, maximum borrowings $100,000. The

effective rate at September 30, 2006 was 6.5% and at December 31, 2005 was

5.9% 100,000 100,000
Unsecured Revolving Credit Facility, with an interest rate at LIBOR plus 115

to 150 basis points, due December 2008, maximum borrowings $150,000. The

effective rate at September 30, 2006 was 6.8% and at December 31, 2005 was

5.8% 128,050 137,600
Unsecured Bridge Term Loan, with an interest rate at LIBOR plus 135 basis

points, due June 2007. The effective rate at September 30, 2006 was 6.7% and

at December 31, 2005 was 5.7% 22,600 22,600

$ 720,882 $ 724,831

The mortgage notes are secured by mortgages on properties that have an approximate net book value of $580,410 as
of September 30, 2006.

The Company has a $250,000 Unsecured Credit Facility (the Credit Facility ) consisting of a $100,000 Unsecured
Term Loan Credit Facility and a $150,000 Unsecured Revolving Credit Facility. The Credit Facility provides that the
Unsecured Revolving Credit Facility may be increased by up to $100,000 at the Company s request, for a total
Unsecured Revolving Credit Facility commitment of $250,000. The Unsecured Term Loan Credit Facility matures in
December 2010 and bears interest at a rate equal to LIBOR plus 130 to 165 basis points, depending on certain debt
ratios. The Unsecured Revolving Credit Facility matures in December 2008 and bears interest at a rate equal to
LIBOR plus 115 to 150 basis points, depending on certain debt ratios. The Company has the option to extend the
maturity date of the Unsecured Revolving Credit Facility to December 2010. It is anticipated that funds borrowed
under the Credit Facility will be used for general corporate purposes, including working capital, capital expenditures,
the repayment of indebtedness or other corporate activities.

Table of Contents 17
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At September 30, 2006, outstanding letters of credit issued under the Credit Facility, not reflected in the
accompanying consolidated balance sheet, total approximately $3,418.

The Credit Facility and the Unsecured Bridge Term Loan contain financial covenants relating to total leverage, fixed
charge coverage ratio, loan to asset value, tangible net worth and various other calculations. As of September 30,
2006, we were in compliance with the covenant terms.

The mortgage loans encumbering our properties, including properties held by our unconsolidated joint ventures, are
generally non-recourse, subject to certain exceptions for which we would be liable for any resulting losses incurred by
the lender. These exceptions vary from loan to loan but generally include fraud or a material misrepresentation,
misstatement or omission by the borrower, intentional or grossly negligent conduct by the borrower that harms the
property or results in a loss to the lender, filing of a bankruptcy petition by the borrower,

9
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RAMCO-GERSHENSON PROPERTIES TRUST

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
either directly or indirectly, and certain environmental liabilities. In addition, upon the occurrence of certain of such
events, such as fraud or filing of a bankruptcy petition by the borrower, we would be liable for the entire outstanding
balance of the loan, all interest accrued thereon and certain other costs, penalties and expenses.

Under terms of various debt agreements, we may be required to maintain interest rate swap agreements to reduce the
impact of changes in interest rates on our floating rate debt. We have interest rate swap agreements with an aggregate
notional amount of $80,000 at September 30, 2006. Based on rates in effect at September 30, 2006, the agreements for
notional amounts aggregating $80,000 provide for fixed rates ranging from 6.2% to 6.6% and expire December 2008
through March 2009.

The following table presents scheduled principal payments on mortgages and notes payable as of September 30, 2006:

Year Ending December 31,

2006 (October 1 - December 31) $ 1,557
2007 99,402
2008 239,246
2009 48,053
2010 120,171
Thereafter 212,453
Total $ 720,882

7. Stock-Based Compensation

Prior to January 1, 2006, the Company accounted for share-based payments under Accounting Principles Board ( APB )
Opinion No. 25, Accounting for Stock Issued to Employees ( APB 25 ). Under APB 25, compensation cost was not
recognized for options granted because the exercise price of options granted was equal to the market value of the
Company s common shares on the grant date.

On January 1, 2006, the Company adopted the provisions of Statement of Financial Accounting Standards No. 123
(revised 2004), Share-Based Payments ( SFAS 123(R) ). This statement requires the Company to recognize the cost of
its employee stock option awards in its consolidated statement of income. According to SFAS 123(R), the total cost of

the Company s share-based awards is equal to their grant date fair value and is recognized as expense on a straight-line
basis over the service periods of the awards. The Company adopted the fair value recognition provisions of

SFAS No. 123(R) using the modified prospective transition method. Under the modified prospective transition

method, the Company began to recognize as expense the cost of unvested awards outstanding as of January 1, 2006.

As a result of the adoption of SFAS 123(R), our financial results were lower than under our previous accounting
method by the following amounts:
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Three Months Nine Months
Ended Ended

September 30, 2006 September 30, 2006
Income from continuing operations $ 122§ 365
Net income $ 122 $ 365
Basic and diluted net income per common share $ 0.01 $ 0.02

10
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RAMCO-GERSHENSON PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
8. Earnings Per Common Share

The following table sets forth the computation of basic and diluted earnings per common share ( EPS ) (in thousands,
except per share data):

Three Months Ended Nine Months Ended
September 30, September 30,
2006 2005 2006 2005
Numerator:
Income from continuing operations before minority interest $ 5,395 $ 4,849 $ 16,082 $ 13,969
Minority interest (877) (769) (2,549) (2,142)
Net income allocated to preferred distributions (1,664) (1,663) (4,991) (4,991)
Income before discontinued operations 2,854 2,417 8,542 6,836
Discontinued operations, net of minority interest:
Gain (loss) on sale of real estate assets (28) 926
Income from operations 9 724 402 2,027
Net income available to common shareholders $ 2,835 $ 3,141 $ 9,870 $ 8,863
Denominator:
Weighted-average common shares for basic EPS 16,565 16,838 16,696 16,835
Effect of dilutive securities:
Options outstanding 52 49 41 45
Restricted shares 4
Weighted-average common shares for diluted EPS 16,621 16,887 16,739 16,880
Basic and diluted earnings available to common
shareholders per weighted-average common share:
Basic EPS:
Income from continuing operations $ 0.17 $ 0.14 $ 051 $ 040
Income from discontinued operations 0.05 0.08 0.13
Net income $ 017 $ 0.19 $ 059 $ 053
Diluted EPS:
Income from continuing operations $ 0.17 $ 0.14 $ 051 $ 040
Income from discontinued operations 0.05 0.08 0.13
Net income $ 017 $ 0.19 $ 059 $ 053
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RAMCO-GERSHENSON PROPERTIES TRUST
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)
9. Leases
Approximate future minimum revenues from rentals under noncancelable operating leases in effect at September 30,

2006, assuming no new or renegotiated leases or option extensions on lease agreements, are as follows:

Year Ending December 31,

2006 (October 1 - December 31) $ 25,020
2007 97,920
2008 88,576
2009 74,186
2010 65,216
Thereafter 314,956
Total $ 665,874

We lease certain office facilities, including our corporate office, under leases that expire through 2014. Our corporate
office lease has an option to renew for two consecutive periods of five years each.

Approximate future minimum rental payments under our noncancelable corporate office lease and two other office
locations, assuming no option extensions, are as follows:

Office Capital

Year Ending December 31, Leases Lease

2006 (October 1 - December 31) $ 191 $ 169
2007 738 677
2008 757 677
2009 776 677
2010 784 677
Thereafter 2,977 7,986
Total minimum lease payments 6,223 10,863
Less: amounts representing interest (3,124)
Total $ 6,223 $ 7,739

Our capitalized lease obligation is secured by land having a net book value of $8,343 as of September 30, 2006.

10. Commitments and Contingencies

Table of Contents 23



Edgar Filing: RAMCO GERSHENSON PROPERTIES TRUST - Form 10-Q

Construction Costs

In connection with the development and expansion of various shopping centers as of September 30, 2006, we have
entered into agreements for construction costs of approximately $10,891.

Internal Revenue Service Examinations
IRS Audit Resolution for Years 1991 to 1995

RPS Realty Trust ( RPS ), a Massachusetts business trust, was formed on September 21, 1988 to be a diversified
growth-oriented REIT. From its inception, RPS was primarily engaged in the business of owning and managing a
participating mortgage loan portfolio. From May 1, 1991 through April 30, 1996, RPS acquired ten real estate
properties by receipt of deed in-lieu of foreclosure. Such properties were held and operated by RPS through
wholly-owned subsidiaries.

12
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In May 1996, RPS acquired, through a reverse merger, substantially all the shopping centers and retail properties as
well as the management company and business operations of Ramco-Gershenson, Inc. and certain of its affiliates. The
resulting trust changed its name to Ramco-Gershenson Properties Trust and Ramco-Gershenson, Inc. s officers
assumed management responsibility for the Company. The trust also changed its operations from a mortgage REIT to
an equity REIT and contributed certain mortgage loans and real estate properties to Atlantic Realty Trust ( Atlantic ),
an independent, newly formed liquidating real estate investment trust. The shares of Atlantic were immediately
distributed to the shareholders of Ramco-Gershenson Properties Trust.

The terms Company , we , our or us refersto Ramco-Gershenson Properties Trust and/or its predecessors.

On October 2, 1997, with approval from our shareholders, we changed our state of organization from Massachusetts
to Maryland by merging into a newly formed Maryland real estate investment trust thereby terminating the
Massachusetts trust.

We were the subject of an IRS examination of our taxable years ended December 31, 1991 through 1995. We refer to
this examination as the IRS Audit. On December 4, 2003, we reached an agreement with the IRS with respect to the
IRS Audit. We refer to this agreement as the Closing Agreement. Pursuant to the terms of the Closing Agreement we
agreed to pay deficiency dividends (that is, our declaration and payment of a distribution that is permitted to relate
back to the year for which the IRS determines a deficiency in order to satisfy the requirement for REIT qualification
that we distribute a certain minimum amount of our REIT taxable income for such year) in amounts not less than
$1.4 million and $809 for our 1992 and 1993 taxable years, respectively. We also consented to the assessment and
collection of $770 in tax deficiencies and to the assessment and collection of interest on such tax deficiencies and on
the deficiency dividends referred to above.

In connection with the incorporation, and distribution of all of the shares, of Atlantic, in May 1996, we entered into
the Tax Agreement with Atlantic under which Atlantic assumed all of our tax liabilities arising out of the IRS then
ongoing examinations (which included, but is not otherwise limited to, the IRS Audit), excluding any tax liability
relating to any actions or events occurring, or any tax return position taken, after May 10, 1996, but including
liabilities for additions to tax, interest, penalties and costs relating to covered taxes. In addition, the Tax Agreement
provides that, to the extent any tax which Atlantic is obligated to pay under the Tax Agreement can be avoided
through the declaration of a deficiency dividend, we would make, and Atlantic would reimburse us for the amount of,
such deficiency dividend.

On December 15, 2003, our Board of Trustees declared a cash deficiency dividend in the amount of $2.2 million,
which was paid on January 20, 2004, to common shareholders of record on December 31, 2003. On January 21, 2004,
pursuant to the Tax Agreement, Atlantic reimbursed us $2.2 million in recognition of our payment of the deficiency
dividend. Atlantic has also paid all other amounts (including the tax deficiencies and interest referred to above), on
behalf of the Company, assessed by the IRS to date.

Pursuant to the Closing Agreement we agreed to an adjustment to our taxable income for each of our taxable years
ended December 31, 1991 through 1995. The Company has determined that it is obligated to advise the relevant
taxing authorities for the state and local jurisdictions where it conducted business during those years of the fact of
such adjustments and the terms of the Closing Agreement. We believe that our exposure to state and local tax,
penalties, interest and other miscellaneous expenses will not exceed $2.9 million as of September 30, 2006. It is
management s belief that any liability for state and local tax, penalties, interest, and other miscellaneous expenses that
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may exist in relation to the IRS Audit will be covered under the Tax Agreement.

Effective March 31, 2006, Atlantic was merged into (acquired by) SI 1339, Inc., a wholly-owned subsidiary of Kimco
Realty Corporation ( Kimco ), with SI 1339, Inc. continuing as the surviving corporation. By way of the merger, SI
1339, Inc. acquired Atlantic s assets, subject to its liabilities (including its obligations to the Company under the Tax
Agreement). In a press release issued on the effective date of the merger, Kimco disclosed that the

13
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shareholders of Atlantic received common shares of Kimco valued at $81.8 million in exchange for their shares in
Atlantic. Hereinafter, the term Atlantic refers to Atlantic and/or SI 1339, Inc., its successor-in-interest.

Current IRS Examination

The IRS is currently conducting an examination of us for our taxable years ended December 31, 1996 and 1997. We
refer to this examination as the IRS Examination. On April 13, 2005, the IRS issued two examination reports to us
with respect to the IRS Examination. The first examination report seeks to disallow certain deductions and losses we
took in 1996 and to disqualify us as a REIT for the years 1996 and 1997. The second report also proposes to disqualify
us as a REIT for our taxable years ended December 31, 1998 through 2000, years we had not previously been notified
were under examination, and to not allow us to reelect REIT status for 2001 through 2004. Insofar as the reports seek
to disqualify us as a REIT, we vigorously dispute the IRS positions, and we have been advised by legal counsel that
the IRS positions set forth in the reports with respect to our disqualification as a REIT are unsupported by the facts
and applicable law. We discuss this issue in greater detail below under the subheading Disqualification as a REIT . We
dispute the disallowance of certain deductions and losses for 1996 an