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PART I

ITEM 1.  BUSINESS.

Organization
EastGroup Properties, Inc. (the Company or EastGroup) is an equity real estate investment trust (REIT) organized in
1969.  The Company has elected to be taxed and intends to continue to qualify as a REIT under Sections 856-860 of
the Internal Revenue Code (the Code), as amended.

Available Information
The Company maintains a website at eastgroup.net.  The Company posts its annual reports on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K and amendments to those reports filed or furnished pursuant to
Section 13(a) of the Securities Exchange Act of 1934, as amended, as soon as reasonably practicable after it
electronically files or furnishes such materials to the Securities and Exchange Commission (SEC).  In addition, the
Company's website includes items related to corporate governance matters, including, among other things, the
Company's corporate governance guidelines, charters of various committees of the Board of Directors, and the
Company's code of business conduct and ethics applicable to all employees, officers and directors.  The Company
intends to disclose on its website any amendment to, or waiver of, any provision of this code of business conduct and
ethics applicable to the Company's directors and executive officers that would otherwise be required to be disclosed
under the rules of the SEC or the New York Stock Exchange.  Copies of these reports and corporate governance
documents may be obtained, free of charge, from the Company's website.  Any shareholder also may obtain copies of
these documents, free of charge, by sending a request in writing to: Investor Relations, EastGroup Properties, Inc., 190
East Capitol Street, Suite 400, Jackson, MS 39201-2152.

Administration
EastGroup maintains its principal executive office and headquarters in Jackson, Mississippi.  The Company also has
regional offices in Orlando, Houston and Phoenix and asset management offices in Charlotte and Dallas.  EastGroup
has property management offices in Jacksonville, Tampa, Fort Lauderdale and San Antonio.  Offices at these locations
allow the Company to provide property management services to all of its Florida (except Fort Myers), Texas (except
El Paso), Arizona, Mississippi and North Carolina properties, which together account for 77% of the Company’s total
portfolio on a square foot basis.  In addition, the Company currently provides property administration (accounting of
operations) for its entire portfolio.  The regional offices in Florida, Texas and Arizona provide oversight of the
Company's development program.  As of February 15, 2013, EastGroup had 65 full-time employees and 3 part-time
employees.

Operations
EastGroup is focused on the development, acquisition and operation of industrial properties in major Sunbelt markets
throughout the United States with an emphasis in the states of Florida, Texas, Arizona, California and North
Carolina.  The Company’s goal is to maximize shareholder value by being a leading provider of functional, flexible
and quality business distribution space for location sensitive tenants primarily in the 5,000 to 50,000 square foot
range.  EastGroup’s strategy for growth is based on the ownership of premier distribution facilities generally clustered
near major transportation features in supply constrained submarkets.  Over 99% of the Company’s revenue consists
of rental income from real estate properties.

During 2012, EastGroup increased its holdings in real estate properties through its acquisition and development
programs.  The Company purchased three warehouse distribution complexes (878,000 square feet) and 109.8 acres of
development land for a total of $64.7 million.  Also during 2012, the Company began construction of nine
development projects containing 757,000 square feet in Houston and Orlando and transferred four properties (273,000
square feet) in Houston from its development program to real estate properties with costs of $18.0 million at the date
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of transfer.   

EastGroup incurs short-term floating rate bank debt in connection with the acquisition and development of real estate
and, as market conditions permit, replaces floating rate debt with equity and/or fixed-rate term loans. In prior years,
EastGroup primarily obtained secured debt. In January 2013, Fitch affirmed the Company's credit rating of BBB, and
Moody's assigned the Company a credit rating of Baa2. The Company intends to obtain primarily unsecured fixed rate
debt in the future. The Company may also access the public debt market in the future as a means to raise capital.
EastGroup also may, in appropriate circumstances, acquire one or more properties in exchange for EastGroup
securities.

EastGroup holds its properties as long-term investments but may determine to sell certain properties that no longer
meet its investment criteria.  The Company may provide financing in connection with such sales of property if market
conditions require.  In addition, the Company may provide financing to a partner or co-owner in connection with an
acquisition of real estate in certain situations.

3
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Subject to the requirements necessary to maintain EastGroup’s qualifications as a REIT, the Company may acquire
securities of entities engaged in real estate activities or securities of other issuers, including for the purpose of
exercising control over those entities.

The Company intends to continue to qualify as a REIT under the Code.  To maintain its status as a REIT, the
Company is required to distribute at least 90% of its ordinary taxable income to its stockholders.  If the Company has
a capital gain, it has the option of (i) deferring recognition of the capital gain through a tax-deferred exchange, (ii)
declaring and paying a capital gain dividend on any recognized net capital gain resulting in no corporate level tax, or
(iii) retaining and paying corporate income tax on its net long-term capital gain, with shareholders reporting their
proportional share of the undistributed long-term capital gain and receiving a credit or refund of their share of the tax
paid by the Company.

EastGroup has no present intention of acting as an underwriter of offerings of securities of other issuers.  The
strategies and policies set forth above were determined and are subject to review by EastGroup's Board of Directors,
which may change such strategies or policies based upon its evaluation of the state of the real estate market, the
performance of EastGroup's assets, capital and credit market conditions, and other relevant factors.  EastGroup
provides annual reports to its stockholders, which contain financial statements audited by the Company’s independent
registered public accounting firm.

Environmental Matters
Under various federal, state and local laws, ordinances and regulations, an owner of real estate may be liable for the
costs of removal or remediation of certain hazardous or toxic substances on or in such property.  Many such laws
impose liability without regard to whether the owner knows of, or was responsible for, the presence of such hazardous
or toxic substances.  The presence of such substances, or the failure to properly remediate such substances, may
adversely affect the owner’s ability to sell or rent such property or to use such property as collateral in its
borrowings.  EastGroup’s properties have been subjected to Phase I Environmental Site Assessments (ESAs) by
independent environmental consultants and as necessary, have been subjected to Phase II ESAs.  These reports have
not revealed any potential significant environmental liability.  Management of EastGroup is not aware of any
environmental liability that would have a material adverse effect on EastGroup’s business, assets, financial position or
results of operations.

ITEM 1A.  RISK FACTORS.

In addition to the other information contained or incorporated by reference in this document, readers should carefully
consider the following risk factors.  Any of these risks or the occurrence of any one or more of the uncertainties
described below could have a material adverse effect on the Company's financial condition and the performance of its
business.  The Company refers to itself as "we", "us" or "our" in the following risk factors.

Real Estate Industry Risks
We face risks associated with local real estate conditions in areas where we own properties.  We may be adversely
affected by general economic conditions and local real estate conditions.  For example, an oversupply of industrial
properties in a local area or a decline in the attractiveness of our properties to tenants would have a negative effect on
us.  Other factors that may affect general economic conditions or local real estate conditions include:

•population and demographic trends;
•employment and personal income trends;
•income tax laws;
•changes in interest rates and availability and costs of financing;
•
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increased operating costs, including insurance premiums, utilities and real estate taxes, due to inflation and other
factors which may not necessarily be offset by increased rents; and
•construction costs.

We may be unable to compete for properties and tenants.  The real estate business is highly competitive.  We compete
for interests in properties with other real estate investors and purchasers, some of whom have greater financial
resources, revenues and geographical diversity than we have.  Furthermore, we compete for tenants with other
property owners.  All of our industrial properties are subject to significant local competition.  We also compete with a
wide variety of institutions and other investors for capital funds necessary to support our investment activities and
asset growth.

We are subject to significant regulation that constrains our activities.  Local zoning and land use laws, environmental
statutes and other governmental requirements restrict our expansion, rehabilitation and reconstruction
activities.  These regulations may prevent us from taking advantage of economic opportunities.  Legislation such as
the Americans with Disabilities Act may require us to modify our properties, and noncompliance could result in the
imposition of fines or an award of damages to private litigants.  Future

4
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legislation may impose additional requirements.  We cannot predict what requirements may be enacted or what
changes may be implemented to existing legislation.

Risks Associated with Our Properties
We may be unable to lease space.  When a lease expires, a tenant may elect not to renew it.  We may not be able to
re-lease the property on similar terms, if we are able to re-lease the property at all.  The terms of renewal or re-lease
(including the cost of required renovations and/or concessions to tenants) may be less favorable to us than the prior
lease.  We also develop some properties with no pre-leasing.  If we are unable to lease all or a substantial portion of
our properties, or if the rental rates upon such leasing are significantly lower than expected rates, our cash generated
before debt repayments and capital expenditures and our ability to make expected distributions to stockholders may be
adversely affected.

We have been and may continue to be affected negatively by tenant bankruptcies and leasing delays.  At any time, a
tenant may experience a downturn in its business that may weaken its financial condition.  Similarly, a general decline
in the economy may result in a decline in the demand for space at our industrial properties.  As a result, our tenants
may delay lease commencement, fail to make rental payments when due, or declare bankruptcy.  Any such event
could result in the termination of that tenant’s lease and losses to us, and distributions to investors may decrease.  We
receive a substantial portion of our income as rents under long-term leases.  If tenants are unable to comply with the
terms of their leases because of rising costs or falling sales, we may deem it advisable to modify lease terms to allow
tenants to pay a lower rent or a smaller share of taxes, insurance and other operating costs.  If a tenant becomes
insolvent or bankrupt, we cannot be sure that we could recover the premises from the tenant promptly or from a
trustee or debtor-in-possession in any bankruptcy proceeding relating to the tenant.  We also cannot be sure that we
would receive rent in the proceeding sufficient to cover our expenses with respect to the premises.  If a tenant
becomes bankrupt, the federal bankruptcy code will apply and, in some instances, may restrict the amount and
recoverability of our claims against the tenant.  A tenant’s default on its obligations to us could adversely affect our
financial condition and the cash we have available for distribution.

We face risks associated with our property development.  We intend to continue to develop properties where market
conditions warrant such investment.  Once made, our investments may not produce results in accordance with our
expectations.  Risks associated with our current and future development and construction activities include:

•the availability of favorable financing alternatives;

•the risk that we may not be able to obtain land on which to develop or that due to the increased cost of land, ouractivities may not be as profitable;

•construction costs exceeding original estimates due to rising interest rates and increases in the costs of materials andlabor;
•construction and lease-up delays resulting in increased debt service, fixed expenses and construction costs;
•expenditure of funds and devotion of management's time to projects that we do not complete;

•
fluctuations of occupancy and rental rates at newly completed properties, which depend on a number of factors,
including market and economic conditions, resulting in lower than projected rental rates and a corresponding lower
return on our investment; and

•complications (including building moratoriums and anti-growth legislation) in obtaining necessary zoning, occupancyand other governmental permits.

We face risks associated with property acquisitions.  We acquire individual properties and portfolios of properties and
intend to continue to do so.  Our acquisition activities and their success are subject to the following risks:

•when we are able to locate a desired property, competition from other real estate investors may significantly increasethe purchase price;
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•acquired properties may fail to perform as expected;
•the actual costs of repositioning or redeveloping acquired properties may be higher than our estimates;

•
acquired properties may be located in new markets where we face risks associated with an incomplete knowledge or
understanding of the local market, a limited number of established business relationships in the area and a relative
unfamiliarity with local governmental and permitting procedures;

•
we may be unable to quickly and efficiently integrate new acquisitions, particularly acquisitions of portfolios of
properties, into our existing operations, and as a result, our results of operations and financial condition could be
adversely affected; and

•
we may acquire properties subject to liabilities and without any recourse, or with only limited recourse, to the
transferor with respect to unknown liabilities. As a result, if a claim were asserted against us based upon ownership of
those properties, we might have to pay substantial sums to settle it, which could adversely affect our cash flow.

5
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Coverage under our existing insurance policies may be inadequate to cover losses.  We generally maintain insurance
policies related to our business, including casualty, general liability and other policies, covering our business
operations, employees and assets as appropriate for the markets where our properties and business operations are
located.  However, we would be required to bear all losses that are not adequately covered by insurance.  In addition,
there may be certain losses that are not generally insured against or that are not generally fully insured against because
it is not deemed economically feasible or prudent to do so, including losses due to floods, wind, earthquakes, acts of
war, acts of terrorism or riots.  If an uninsured loss or a loss in excess of insured limits occurs with respect to one or
more of our properties, then we could lose the capital we invested in the properties, as well as the anticipated future
revenue from the properties.  In addition, if the damaged properties are subject to recourse indebtedness, we would
continue to be liable for the indebtedness, even if these properties were irreparably damaged.

We face risks due to lack of geographic and real estate sector diversity.  Substantially all of our properties are located
in the Sunbelt region of the United States with an emphasis in the states of Florida, Texas, Arizona, California and
North Carolina.  A downturn in general economic conditions and local real estate conditions in these geographic
regions, as a result of oversupply of or reduced demand for industrial properties, local business climate, business
layoffs and changing demographics, would have a particularly strong adverse effect on us.  Our investments in real
estate assets are concentrated in the industrial distribution sector.  This concentration may expose us to the risk of
economic downturns in this sector to a greater extent than if our business activities included other sectors of the real
estate industry.

We face risks due to the illiquidity of real estate which may limit our ability to vary our portfolio.  Real estate
investments are relatively illiquid.  Our ability to vary our portfolio in response to changes in economic and other
conditions will therefore be limited.  In addition, because of our status as a REIT, the Internal Revenue Code limits
our ability to sell our properties.  If we must sell an investment, we cannot ensure that we will be able to dispose of the
investment on terms favorable to the Company.

We are subject to environmental laws and regulations.  Current and previous real estate owners and operators may be
required under various federal, state and local laws, ordinances and regulations to investigate and clean up hazardous
substances released at the properties they own or operate.  They may also be liable to the government or to third
parties for substantial property or natural resource damage, investigation costs and cleanup costs.  Such laws often
impose liability without regard to whether the owner or operator knew of, or was responsible for, the release or
presence of such hazardous substances.  In addition, some environmental laws create a lien on the contaminated site in
favor of the government for damages and costs the government incurs in connection with the
contamination.  Contamination may adversely affect the owner’s ability to use, sell or lease real estate or to borrow
using the real estate as collateral.  We have no way of determining at this time the magnitude of any potential liability
to which we may be subject arising out of environmental conditions or violations with respect to the properties we
currently or formerly owned.  Environmental laws today can impose liability on a previous owner or operator of a
property that owned or operated the property at a time when hazardous or toxic substances were disposed of, released
from, or present at the property.  A conveyance of the property, therefore, may not relieve the owner or operator from
liability.  Although ESAs have been conducted at our properties to identify potential sources of contamination at the
properties, such ESAs do not reveal all environmental liabilities or compliance concerns that could arise from the
properties.  Moreover, material environmental liabilities or compliance concerns may exist, of which we are currently
unaware, that in the future may have a material adverse effect on our business, assets or results of operations.

Compliance with new laws or regulations related to climate change, including compliance with “green” building codes,
may require us to make improvements to our existing properties.  Proposed legislation could also increase the costs of
energy and utilities.  The cost of the proposed legislation may adversely affect our financial position, results of
operations and cash flows.  We may be adversely affected by floods, hurricanes and other climate related events.
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Financing Risks
We face risks associated with the use of debt to fund acquisitions and developments, including refinancing risk.  We
are subject to the risks normally associated with debt financing, including the risk that our cash flow will be
insufficient to meet required payments of principal and interest.  In addition, certain of our mortgages will have
significant outstanding principal balances on their maturity dates, commonly known as “balloon payments.”  Therefore,
we will likely need to refinance at least a portion of our outstanding debt as it matures.  There is a risk that we may not
be able to refinance existing debt or that the terms of any refinancing will not be as favorable as the terms of the
existing debt.

We face risks associated with our dependence on external sources of capital.  In order to qualify as a REIT, we are
required each year to distribute to our stockholders at least 90% of our ordinary taxable income, and we are subject to
tax on our income to the extent it is not distributed.  Because of this distribution requirement, we may not be able to
fund all future capital needs from cash retained from operations.  As a result, to fund capital needs, we rely on
third-party sources of capital, which we may not be able to obtain on favorable terms, if at all.  Our access to
third-party sources of capital depends upon a number of factors, including (i) general market conditions; (ii) the
market’s perception of our growth potential; (iii) our current and potential future earnings

6
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and cash distributions; and (iv) the market price of our capital stock.  Additional debt financing may substantially
increase our debt-to-total market capitalization ratio.  Additional equity financing may dilute the holdings of our
current stockholders.

Covenants in our credit agreements could limit our flexibility and adversely affect our financial condition.  The terms
of our various credit agreements and other indebtedness require us to comply with a number of customary financial
and other covenants, such as maintaining debt service coverage and leverage ratios and maintaining insurance
coverage.  These covenants may limit our flexibility in our operations, and breaches of these covenants could result in
defaults under the instruments governing the applicable indebtedness even if we had satisfied our payment
obligations.  If we are unable to refinance our indebtedness at maturity or meet our payment obligations, the amount
of our distributable cash flow and our financial condition would be adversely affected.

Adverse changes in our credit ratings could impair our ability to obtain additional debt and equity financing on
favorable terms, if at all. Our credit ratings are based on our operating performance, liquidity and leverage ratios,
overall financial position and other factors employed by the credit rating agencies in their rating analysis of us. Our
credit ratings can affect the amount and type of capital we can access, as well as the terms of any financings we may
obtain. There can be no assurance that we will be able to maintain our current credit ratings. In the event our current
credit ratings deteriorate, it may be more difficult or expensive to obtain additional financing or refinance existing
obligations and commitments. Also, a downgrade in our credit ratings would trigger additional costs or other
potentially negative consequences under our current and future credit facilities and debt instruments.

Fluctuations in interest rates may adversely affect our operations and value of our stock.  As of December 31, 2012,
we had approximately $76.2 million of variable interest rate debt.  As of December 31, 2012, the weighted average
interest rate on our variable rate debt was 1.12%.  We may incur additional indebtedness in the future that bears
interest at a variable rate or we may be required to refinance our existing debt at higher rates.  Accordingly, increases
in interest rates could adversely affect our financial condition, our ability to pay expected distributions to stockholders
and the value of our stock.

A lack of any limitation on our debt could result in our becoming more highly leveraged.  Our governing documents
do not limit the amount of indebtedness we may incur.  Accordingly, our Board of Directors may incur additional debt
and would do so, for example, if it were necessary to maintain our status as a REIT.  We might become more highly
leveraged as a result, and our financial condition and cash available for distribution to stockholders might be
negatively affected and the risk of default on our indebtedness could increase.

Other Risks
The market value of our common stock could decrease based on our performance and market perception and
conditions.  The market value of our common stock may be based primarily upon the market’s perception of our
growth potential and current and future cash dividends and may be secondarily based upon the real estate market value
of our underlying assets.  The market price of our common stock is influenced by the dividend on our common stock
relative to market interest rates.  Rising interest rates may lead potential buyers of our common stock to expect a
higher dividend rate, which would adversely affect the market price of our common stock.  In addition, rising interest
rates would result in increased expense, thereby adversely affecting cash flow and our ability to service our
indebtedness and pay dividends.

The current economic situation may adversely affect our operating results and financial condition.  Turmoil in the
global financial markets may have an adverse impact on the availability of credit to businesses generally and could
lead to a further weakening of the U.S. and global economies.  Currently these conditions have not impaired our
ability to access credit markets and finance our operations.  However, our ability to access the capital markets may be
restricted at a time when we would like, or need, to raise financing, which could have an impact on our flexibility to
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react to changing economic and business conditions.  Furthermore, deteriorating economic conditions including
business layoffs, downsizing, industry slowdowns and other similar factors that affect our customers could continue to
negatively impact commercial real estate fundamentals and result in lower occupancy, lower rental rates and declining
values in our real estate portfolio and in the collateral securing any loan investments we may make.  Additionally, the
economic situation could have an impact on our lenders or customers, causing them to fail to meet their obligations to
us.  No assurances can be given that the effects of the current economic situation will not have a material adverse
effect on our business, financial condition and results of operations.

We may fail to qualify as a REIT.  If we fail to qualify as a REIT, we will not be allowed to deduct distributions to
stockholders in computing our taxable income and will be subject to federal income tax, including any applicable
alternative minimum tax, at regular corporate rates.  In addition, we may be barred from qualification as a REIT for
the four years following disqualification.  The additional tax incurred at regular corporate rates would significantly
reduce the cash flow available for distribution to stockholders and for debt service.  Furthermore, we would no longer
be required by the Internal Revenue Code to make any distributions to our stockholders as a condition of REIT
qualification.  Any distributions to stockholders would be taxable as ordinary income to the extent of our current and
accumulated earnings and profits. Corporate distributees, however, may be eligible for the dividends received
deduction on the distributions, subject to limitations under the Internal Revenue Code.  To
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qualify as a REIT, we must comply with certain highly technical and complex requirements.  We cannot be certain we
have complied with these requirements because there are few judicial and administrative interpretations of these
provisions.  In addition, facts and circumstances that may be beyond our control may affect our ability to qualify as a
REIT.  We cannot assure you that new legislation, regulations, administrative interpretations or court decisions will
not change the tax laws significantly with respect to our qualification as a REIT or with respect to the federal income
tax consequences of qualification.  We cannot assure you that we will remain qualified as a REIT.

There is a risk of changes in the tax law applicable to real estate investment trusts.  Since the Internal Revenue
Service, the United States Treasury Department and Congress frequently review federal income tax legislation, we
cannot predict whether, when or to what extent new federal tax laws, regulations, interpretations or rulings will be
adopted.  Any such legislative action may prospectively or retroactively modify our tax treatment and, therefore, may
adversely affect taxation of us and/or our investors.

We face possible adverse changes in tax laws.  From time to time, changes in state and local tax laws or regulations
are enacted which may result in an increase in our tax liability. A shortfall in tax revenues for states and municipalities
in which we operate may lead to an increase in the frequency and size of such changes. If such changes occur, we may
be required to pay additional taxes on our assets or income. These increased tax costs could adversely affect our
financial condition, results of operations and the amount of cash available for the payment of dividends.

Our Charter contains provisions that may adversely affect the value of EastGroup stock.  Our charter prohibits any
holder from acquiring more than 9.8% (in value or in number, whichever is more restrictive) of our outstanding equity
stock (defined as all of our classes of capital stock, except our excess stock (of which there is none outstanding))
unless our Board of Directors grants a waiver.  The ownership limit may limit the opportunity for stockholders to
receive a premium for their shares of common stock that might otherwise exist if an investor were attempting to
assemble a block of shares in excess of 9.8% of the outstanding shares of equity stock or otherwise effect a change in
control.  Also, the request of the holders of a majority or more of our common stock is necessary for stockholders to
call a special meeting.  We also require advance notice by stockholders for the nomination of directors or the proposal
of business to be considered at a meeting of stockholders.

The Company faces risks in attracting and retaining key personnel.  Many of our senior executives have strong
industry reputations, which aid us in identifying acquisition and development opportunities and negotiating with
tenants and sellers of properties.  The loss of the services of these key personnel could affect our operations because of
diminished relationships with existing and prospective tenants, property sellers and industry personnel.  In addition,
attracting new or replacement personnel may be difficult in a competitive market.

We have severance and change in control agreements with certain of our officers that may deter changes in control of
the Company.  If, within a certain time period (as set in the officer’s agreement) following a change in control, we
terminate the officer's employment other than for cause, or if the officer elects to terminate his or her employment
with us for reasons specified in the agreement, we will make a severance payment equal to the officer's average annual
compensation times an amount specified in the officer's agreement, together with the officer's base salary and vacation
pay that have accrued but are unpaid through the date of termination.  These agreements may deter a change in control
because of the increased cost for a third party to acquire control of us.

Our Board of Directors may authorize and issue securities without stockholder approval.  Under our Charter, the
Board has the power to classify and reclassify any of our unissued shares of capital stock into shares of capital stock
with such preferences, rights, powers and restrictions as the Board of Directors may determine.  The authorization and
issuance of a new class of capital stock could have the effect of delaying or preventing someone from taking control of
us, even if a change in control were in our stockholders' best interests.
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Maryland business statutes may limit the ability of a third party to acquire control of us.  Maryland law provides
protection for Maryland corporations against unsolicited takeovers by limiting, among other things, the duties of the
directors in unsolicited takeover situations.  The duties of directors of Maryland corporations do not require them to
(a) accept, recommend or respond to any proposal by a person seeking to acquire control of the corporation, (b)
authorize the corporation to redeem any rights under, or modify or render inapplicable, any stockholders rights plan,
(c) make a determination under the Maryland Business Combination Act or the Maryland Control Share Acquisition
Act, or (d) act or fail to act solely because of the effect of the act or failure to act may have on an acquisition or
potential acquisition of control of the corporation or the amount or type of consideration that may be offered or paid to
the stockholders in an acquisition.  Moreover, under Maryland law the act of a director of a Maryland corporation
relating to or affecting an acquisition or potential acquisition of control is not subject to any higher duty or greater
scrutiny than is applied to any other act of a director.  Maryland law also contains a statutory presumption that an act
of a director of a Maryland corporation satisfies the applicable standards of conduct for directors under Maryland law.

8
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The Maryland Business Combination Act provides that unless exempted, a Maryland corporation may not engage in
business combinations, including mergers, dispositions of 10 percent or more of its assets, certain issuances of shares
of stock and other specified transactions, with an "interested stockholder" or an affiliate of an interested stockholder
for five years after the most recent date on which the interested stockholder became an interested stockholder, and
thereafter unless specified criteria are met.  An interested stockholder is generally a person owning or controlling,
directly or indirectly, 10 percent or more of the voting power of the outstanding stock of the Maryland corporation.

The Maryland Control Share Acquisition Act provides that "control shares" of a corporation acquired in a "control
share acquisition" shall have no voting rights except to the extent approved by a vote of two-thirds of the votes
eligible to cast on the matter.  "Control Shares" means shares of stock that, if aggregated with all other shares of stock
previously acquired by the acquirer, would entitle the acquirer to exercise voting power in electing directors within
one of the following ranges of the voting power:  one-tenth or more but less than one-third, one-third or more but less
than a majority, or a majority or more of all voting power.  A "control share acquisition" means the acquisition of
control shares, subject to certain exceptions.

If voting rights of control shares acquired in a control share acquisition are not approved at a stockholders' meeting,
then subject to certain conditions and limitations, the issuer may redeem any or all of the control shares for fair
value.  If voting rights of such control shares are approved at a stockholders' meeting and the acquirer becomes
entitled to vote a majority of the shares of stock entitled to vote, all other stockholders may exercise appraisal rights.

ITEM 1B.  UNRESOLVED STAFF COMMENTS.

None.

ITEM 2.  PROPERTIES.

EastGroup owned 275 industrial properties and one office building at December 31, 2012.  These properties are
located primarily in the Sunbelt states of Florida, Texas, Arizona, California and North Carolina, and the majority are
clustered around major transportation features in supply constrained submarkets.  As of February 15, 2013,
EastGroup’s portfolio was 93.9% leased and 93.2% occupied.  The Company has developed approximately 33% of its
total portfolio, including real estate properties and development properties in lease-up and under construction.  The
Company’s focus is the ownership of business distribution space (78% of the total portfolio) with the remainder in bulk
distribution space (17%) and business service space (5%).  Business distribution space properties are typically
multi-tenant buildings with a building depth of 200 feet or less, clear height of 20-24 feet, office finish of 10-25% and
truck courts with a depth of 100-120 feet.  See Consolidated Financial Statement Schedule III – Real Estate Properties
and Accumulated Depreciation for a detailed listing of the Company’s properties.

At December 31, 2012, EastGroup did not own any single property with a book value that was 10% or more of total
book value or with gross revenues that were 10% or more of total gross revenues.

The Company's lease expirations, excluding month-to-month leases of 245,000 square feet, for the next ten years are
detailed below:

Years Ending
December 31,

Number of Leases
Expiring

Total Area of Leases
Expiring
(in Square Feet)

Annualized Current
Base Rent of Leases
Expiring (1)

% of Total Base Rent of
Leases Expiring

2013 304 5,252,000 $30,387,000 20.6%
2014 251 4,046,000 $21,493,000 14.5%
2015 282 6,165,000 $31,151,000 21.1%
2016 183 4,183,000 $18,687,000 12.6%
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2017 126 3,910,000 $20,928,000 14.2%
2018 69 2,228,000 $9,636,000 6.5%
2019 20 761,000 $3,898,000 2.6%
2020 17 969,000 $5,348,000 3.6%
2021 6 404,000 $1,623,000 1.1%
2022 and beyond 21 990,000 $3,672,000 2.5%

(1)Represents the monthly cash rental rates, excluding tenant expense reimbursements, as of December 31, 2012,multiplied by twelve months.

9
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ITEM 3.  LEGAL PROCEEDINGS.

The Company is not presently involved in any material litigation nor, to its knowledge, is any material litigation
threatened against the Company or its properties, other than routine litigation arising in the ordinary course of
business or which is expected to be covered by the Company’s liability insurance.

ITEM 4.  MINE SAFETY DISCLOSURES.

Not applicable.

PART II.  OTHER INFORMATION

ITEM 5.  MARKET FOR REGISTRANT'S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES.

The Company’s shares of common stock are listed for trading on the New York Stock Exchange under the symbol
“EGP.”  The following table shows the high and low share prices for each quarter reported by the New York Stock
Exchange during the past two years and the per share distributions paid for each quarter.

Shares of Common Stock Market Prices and Dividends

Quarter Calendar Year 2012 Calendar Year 2011
High Low Distributions High Low Distributions

First $50.56 43.83 $0.52 $45.53 40.79 $0.52
Second 53.30 47.20 0.52 46.91 41.36 0.52
Third 55.55 51.60 0.53 46.32 34.76 0.52
Fourth 54.03 50.23 0.53 44.71 36.01 0.52

$2.10 $2.08

As of February 15, 2013, there were 621 holders of record of the Company’s 29,925,693 outstanding shares of
common stock.  The Company distributed all of its 2012 and 2011 taxable income to its stockholders.  Accordingly,
no significant provisions for income taxes were necessary.  The following table summarizes the federal income tax
treatment for all distributions by the Company for the years 2012 and 2011.

Federal Income Tax Treatment of Share Distributions
Years Ended December 31,
2012 2011

Common Share Distributions:
Ordinary income $1.64506 1.68516
Return of capital 0.29240 0.39484
Unrecaptured Section 1250 capital gain 0.14942 —
Other capital gain 0.01312 —
Total Common Distributions $2.10000 2.08000

Securities Authorized For Issuance Under Equity Compensation Plans
See Item 12 of this Annual Report on Form 10-K, “Security Ownership of Certain Beneficial Owners and Management
and Related Stockholder Matters,” for certain information regarding the Company’s equity compensation plans.
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Purchases of Equity Securities by the Issuer and Affiliated Purchasers

Period
Total Number
of Shares
Purchased (1)

Average Price
Paid Per
Share

Total Number of
Shares Purchased
as Part of Publicly
Announced Plans
or Programs

Maximum
Number of Shares
That May Yet Be
Purchased Under
the Plans or
Programs (2)

10/01/12 thru 10/31/12 — $— — —
11/01/12 thru 11/30/12 — — — —
12/01/12 thru 12/31/12 18,268 53.24 — —
Total 18,268 $53.24 —

(1)

As permitted under the Company's equity compensation plans, these shares were withheld by the Company to
satisfy the tax withholding obligations for those employees who elected this option in connection with the vesting
of shares of restricted stock. Shares withheld for tax withholding obligations do not affect the total number of
remaining shares available for repurchase under the Company's common stock repurchase plan.

(2)

During the first quarter of 2012, EastGroup's Board of Directors terminated its previous plan which authorized the
repurchase of up to 1,500,000 shares of its outstanding common stock.  Under the common stock repurchase plan,
the Company purchased a total of 827,700 shares for $14,170,000 (an average of $17.12 per share).  The Company
has not repurchased any shares under this plan since 2000.

11
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Performance Graph
The following graph compares, over the five years ended December 31, 2012, the cumulative total shareholder return
on EastGroup’s common stock with the cumulative total return of the Standard & Poor’s 500 Total Return Index (S&P
500 Total Return) and the FTSE Equity REIT index prepared by the National Association of Real Estate Investment
Trusts (FTSE NAREIT Equity REITs).

The performance graph and related information shall not be deemed “soliciting material” or be deemed to be “filed” with
the SEC, nor shall such information be incorporated by reference into any future filing, except to the extent that the
Company specifically incorporates it by reference into such filing.

Fiscal years ended December 31,
2007 2008 2009 2010 2011 2012

EastGroup $100.00 89.22 101.20 118.11 127.50 164.18
FTSE NAREIT Equity REITs 100.00 62.27 79.70 101.98 110.43 130.37
S&P 500 Total Return 100.00 63.00 79.67 91.67 93.60 108.58

The information above assumes that the value of the investment in shares of EastGroup’s common stock and each
index was $100 on December 31, 2007, and that all dividends were reinvested.
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ITEM 6.   SELECTED FINANCIAL DATA.
The following table sets forth selected consolidated financial data for the Company derived from the audited
consolidated financial statements and should be read in conjunction with the consolidated financial statements and
notes thereto included elsewhere in this report.

Years Ended December 31,
2012 2011 2010 2009 2008

OPERATING DATA (In thousands, except per share data)
REVENUES
Income from real estate
operations                                                                                       $186,117 173,021 171,887 170,956 166,652

Other
income                                                                                       61 142 82 81 248

186,178 173,163 171,969 171,037 166,900
Expenses
Expenses from real estate operations 52,993 48,913 50,679 49,762 46,773
Depreciation and amortization 61,696 56,757 57,806 53,392 50,594
General and administrative 10,488 10,691 10,260 8,894 8,547
Acquisition costs 188 252 72 177 —

125,365 116,613 118,817 112,225 105,914
Operating income 60,813 56,550 53,152 58,812 60,986
Other income (expense)
Interest expense (35,371 ) (34,709 ) (35,171 ) (32,520 ) (30,192 )
Other 456 717 624 653 1,365
Income from continuing operations 25,898 22,558 18,605 26,945 32,159
Discontinued operations
Income from real estate operations 479 276 150 120 577
Gain on sales of nondepreciable real estate investments, net of
tax 167 — — — —

Gain on sales of real estate investments 6,343 — — 29 2,032
Income from discontinued operations 6,989 276 150 149 2,609
Net income 32,887 22,834 18,755 27,094 34,768
  Net income attributable to noncontrolling interest in joint
ventures (503 ) (475 ) (430 ) (435 ) (626 )

Net income attributable to EastGroup Properties, Inc. 32,384 22,359 18,325 26,659 34,142
Dividends on Series D preferred shares — — — — 1,326
Costs on redemption of Series D preferred shares — — — — 682
Net income attributable to EastGroup Properties, Inc.
common stockholders 32,384 22,359 18,325 26,659 32,134

Other comprehensive income (loss) - Cash flow hedges (392 ) — 318 204 (466 )
TOTAL COMPREHENSIVE INCOME $31,992 22,359 18,643 26,863 31,668
BASIC PER COMMON SHARE DATA FOR NET INCOME
ATTRIBUTABLE TO EASTGROUP PROPERTIES, INC.
COMMON STOCKHOLDERS
Income from continuing operations $0.89 0.82 0.67 1.03 1.20
Income from discontinued operations 0.24 0.01 0.01 0.01 0.11
Net income attributable to common stockholders $1.13 0.83 0.68 1.04 1.31
Weighted average shares outstanding 28,577 26,897 26,752 25,590 24,503
DILUTED PER COMMON SHARE DATA FOR NET
INCOMEATTRIBUTABLE TO EASTGROUP PROPERTIES,
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INC. COMMON STOCKHOLDERS
Income from continuing operations $0.89 0.82 0.67 1.03 1.20
Income from discontinued operations 0.24 0.01 0.01 0.01 0.10
Net income attributable to common stockholders $1.13 0.83 0.68 1.04 1.30
Weighted average shares outstanding 28,677 26,971 26,824 25,690 24,653
AMOUNTS ATTRIBUTABLE TO EASTGROUP
PROPERTIES, INC. COMMON STOCKHOLDERS
Income from continuing operations $25,395 22,083 18,175 26,510 29,525
Income from discontinued operations 6,989 276 150 149 2,609
Net income attributable to common stockholders $32,384 22,359 18,325 26,659 32,134
OTHER PER SHARE DATA
Book value, at end of year $16.25 14.56 15.16 16.57 16.39
Common distributions declared 2.10 2.08 2.08 2.08 2.08
Common distributions paid 2.10 2.08 2.08 2.08 2.08
BALANCE SHEET DATA (AT END OF YEAR)
 Real estate investments, at cost (1) $1,780,098 1,669,460 1,528,048 1,475,062 1,409,476
 Real estate investments, net of accumulated depreciation (1) 1,283,851 1,217,655 1,124,861 1,120,317 1,099,125
Total assets 1,354,102 1,286,516 1,183,276 1,178,518 1,156,205
Mortgage, term and bank loans payable 813,926 832,686 735,718 692,105 695,692
Total liabilities 862,926 880,907 771,770 731,422 742,829
Noncontrolling interest in joint ventures 4,864 2,780 2,650 2,577 2,536
Total stockholders’ equity 486,312 402,829 408,856 444,519 410,840

(1)Includes mortgage loans receivable and unconsolidated investment. See Notes 4 and 5 in the Notes to ConsolidatedFinancial Statements. 
ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS.

OVERVIEW
EastGroup’s goal is to maximize shareholder value by being a leading provider in its markets of functional, flexible
and quality business distribution space for location sensitive tenants primarily in the 5,000 to 50,000 square foot
range.  The Company acquires, develops and operates distribution facilities, the majority of which are clustered
around major transportation features in supply constrained submarkets in major Sunbelt regions.  The Company’s core
markets are in the states of Florida, Texas, Arizona, California and North Carolina.

The operations of the Company improved during 2012 compared to 2011.  The Company believes its current
operating cash flow and lines of credit provide the capacity to fund the operations of the Company for 2013.  The
Company also believes it can issue common and/or preferred equity and obtain mortgage and term loan financing
from insurance companies and financial institutions as evidenced by the closing of a $54 million, non-recourse first
mortgage loan in January 2012, the closing of an $80 million unsecured term loan in August 2012, and the continuous
common equity offering programs, which provided net proceeds to the Company of $109.6 million during 2012, as
described in Liquidity and Capital Resources. In addition, the Company's $225 million lines of credit were repaid and
replaced in January 2013 with new credit facilities totaling $250 million, also as described in Liquidity and Capital
Resources.

The Company’s primary revenue is rental income; as such, EastGroup’s greatest challenge is leasing space.  During
2012, leases expired on 5,451,000 square feet (17.8%) of EastGroup’s total square footage of 30,651,000, and the
Company was successful in renewing or re-leasing 81% of the expiring square feet.  In addition, EastGroup leased
2,048,000 square feet of other vacant space during the year.  During 2012, average rental rates on new and renewal
leases increased by 0.7%.  Property net operating income (PNOI) from same properties, defined as operating
properties owned during the entire current period and prior year reporting period, increased 0.8% for 2012 compared
to 2011.
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EastGroup’s total leased percentage was 95.1% at December 31, 2012 compared to 94.7% at December 31,
2011.  Leases scheduled to expire in 2013 were 17.1% of the portfolio on a square foot basis at December 31,
2012.  As of February 15, 2013, leases scheduled to expire during the remainder of 2013 were 13.7% of the portfolio
on a square foot basis.

The Company generates new sources of leasing revenue through its acquisition and development programs.  During
2012, EastGroup purchased three warehouse distribution complexes (878,000 square feet) and 109.8 acres of
development land for a total of $64.7 million.  The operating properties are located in Dallas (722,000 square feet),
Hayward, California (84,000 square feet), and Tampa (72,000 square feet).  The development land is located in
Houston (71.4 acres), Tampa (18.0 acres), Chandler (Phoenix) (10.5 acres), Denver (5.8 acres) and Dallas (4.1 acres).

EastGroup continues to see targeted development as a contributor to the Company’s long-term growth.  The Company
mitigates risks associated with development through a Board-approved maximum level of land held for development
and by adjusting development start dates according to leasing activity.  During 2012, the Company began construction
of nine development projects containing 757,000 square feet in Houston and Orlando.  Also in 2012, EastGroup
transferred four properties (273,000 square feet) in Houston from its development program to real estate properties
with costs of $18.0 million at the date of transfer.  As of December 31, 2012, EastGroup’s development program
consisted of 14 buildings (1,055,000 square feet) located in Houston, San Antonio and Orlando.  The projected total
cost for the development projects, which were collectively 61% leased as of February 15, 2013, is $80.4 million, of
which $29.0 million remained to be invested as of December 31, 2012.

Typically, the Company initially funds its acquisition and development programs through its $250 million lines of
credit (as discussed in Liquidity and Capital Resources).  As market conditions permit, EastGroup issues equity and/or
employs fixed-rate debt to replace short-term bank borrowings. In prior years, EastGroup primarily obtained secured
debt. In January 2013, Fitch affirmed the Company's credit rating of BBB, and Moody's assigned the Company a
credit rating of Baa2. The Company intends to obtain primarily unsecured fixed rate debt in the future. The Company
may also access the public debt market in the future as a means to raise capital.

EastGroup has one reportable segment – industrial properties.  These properties are primarily located in major Sunbelt
regions of the United States, have similar economic characteristics and also meet the other criteria permitting the
properties to be aggregated into one reportable segment.  The Company’s chief decision makers use two primary
measures of operating results in making decisions:  (1) property net operating income (PNOI), defined as income from
real estate operations less property operating expenses (excluding interest expense, depreciation expense on buildings
and improvements, and amortization expense on capitalized leasing costs and in-place lease intangibles), and (2) funds
from operations attributable to common stockholders (FFO), defined as net income (loss) attributable to common
stockholders computed in accordance with U.S. generally accepted accounting principles
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(GAAP), excluding gains or losses from sales of depreciable real estate property and impairment losses, plus real
estate related depreciation and amortization, and after adjustments for unconsolidated partnerships and joint
ventures.  The Company calculates FFO based on the National Association of Real Estate Investment Trusts’
(NAREIT) definition.

PNOI is a supplemental industry reporting measurement used to evaluate the performance of the Company’s real estate
investments. The Company believes the exclusion of depreciation and amortization in the industry’s calculation of
PNOI provides a supplemental indicator of the properties’ performance since real estate values have historically risen
or fallen with market conditions.  PNOI as calculated by the Company may not be comparable to similarly titled but
differently calculated measures for other real estate investment trusts (REITs).  The major factors influencing PNOI
are occupancy levels, acquisitions and sales, development properties that achieve stabilized operations, rental rate
increases or decreases, and the recoverability of operating expenses.  The Company’s success depends largely upon its
ability to lease space and to recover from tenants the operating costs associated with those leases.

PNOI is comprised of Income from real estate operations, less Expenses from real estate operations.  PNOI was
calculated as follows for the three fiscal years ended December 31, 2012, 2011 and 2010.

Years Ended December 31,
2012 2011 2010
(In thousands)

Income from real estate
operations                                                                                     $186,117 173,021 171,887

Expenses from real estate
operations                                                                                     52,993 48,913 50,679

PROPERTY NET OPERATING
INCOME                                                                                     $133,124 124,108 121,208

Income from real estate operations is comprised of rental income, expense reimbursement pass-through income and
other real estate income including lease termination fees.  Expenses from real estate operations is comprised of
property taxes, insurance, utilities, repair and maintenance expenses, management fees, other operating costs and bad
debt expense.  Generally, the Company’s most significant operating expenses are property taxes and insurance.  Tenant
leases may be net leases in which the total operating expenses are recoverable, modified gross leases in which some of
the operating expenses are recoverable, or gross leases in which no expenses are recoverable (gross leases represent
only a small portion of the Company’s total leases).  Increases in property operating expenses are fully recoverable
under net leases and recoverable to a high degree under modified gross leases.  Modified gross leases often include
base year amounts and expense increases over these amounts are recoverable.  The Company’s exposure to property
operating expenses is primarily due to vacancies and leases for occupied space that limit the amount of expenses that
can be recovered. The following table presents reconciliations of Net Income to PNOI for the three fiscal years ended
December 31, 2012, 2011 and 2010.

Years Ended December 31,
2012 2011 2010

(In thousands)
NET INCOME                                                                                     $32,887 22,834 18,755
Equity in earnings of unconsolidated
investment                                                                                     (356 ) (347 ) (335 )

Interest income                                                                                     (369 ) (334 ) (336 )
Other income                                                                                     (61 ) (142 ) (82 )
Gain on sales of
land                                                                                     — (36 ) (37 )

(6,989 ) (276 ) (150 )
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Income from discontinued
operations                                                                                     
Depreciation and amortization from continuing operations 61,696 56,757 57,806
Interest expense                                                                                     35,371 34,709 35,171
General and administrative
expense                                                                                     10,488 10,691 10,260

Interest rate swap ineffectiveness 269 — —
Acquisition
costs                                                                                     188 252 72

Other expense — — 84
PROPERTY NET OPERATING
INCOME                                                                                     $133,124 124,108 121,208

The Company believes FFO is a meaningful supplemental measure of operating performance for equity REITs.  The
Company believes excluding depreciation and amortization in the calculation of FFO is appropriate since real estate
values have historically increased or decreased based on market conditions.  FFO is not considered as an alternative to
net income (determined in accordance with GAAP) as an indication of the Company’s financial performance, nor is it a
measure of the Company’s liquidity or indicative
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of funds available to provide for the Company’s cash needs, including its ability to make distributions.  In addition,
FFO, as reported by the Company, may not be comparable to FFO by other REITs that do not define the term in
accordance with the current NAREIT definition.  The Company’s key drivers affecting FFO are changes in PNOI (as
discussed above), interest rates, the amount of leverage the Company employs and general and administrative
expense.  The following table presents reconciliations of Net Income Attributable to EastGroup Properties, Inc.
Common Stockholders to FFO Attributable to Common Stockholders for the three fiscal years ended December 31,
2012, 2011 and 2010.

Years Ended December 31,
2012 2011 2010
(In thousands, except per share data)

NET INCOME ATTRIBUTABLE TO EASTGROUP PROPERTIES,
INC. COMMON
STOCKHOLDERS                                                                                     

$32,384 22,359 18,325

Depreciation and amortization from continuing operations 61,696 56,757 57,806
Depreciation and amortization from discontinued operations 578 694 544
Depreciation from unconsolidated
investment                                                                                     133 133 132

Depreciation and amortization from noncontrolling
interest                                                                                     (256 ) (219 ) (210 )

Gain on sales of real estate
investments                                                                                     (6,343 ) — —

FUNDS FROM OPERATIONS (FFO) ATTRIBUTABLE TO
COMMON
STOCKHOLDERS                                                                                     

$88,192 79,724 76,597

Net income attributable to common stockholders per diluted share $1.13 0.83 0.68
Funds from operations attributable to common stockholders per diluted
share 3.08 2.96 2.86

Diluted shares for earnings per share and funds from operations 28,677 26,971 26,824

The Company analyzes the following performance trends in evaluating the progress of the Company:

•
The FFO change per share represents the increase or decrease in FFO per share from the current year compared to the
prior year.  For the year 2012, FFO was $3.08 per share compared with $2.96 per share for 2011, an increase of 4.1%
per share.

•
For the year ended December 31, 2012, PNOI increased by $9,016,000, or 7.3%, compared to 2011. PNOI increased
$6,206,000 from 2011 and 2012 acquisitions, $1,833,000 from newly developed properties, and $1,017,000 from
same property operations.

•
The same property net operating income change represents the PNOI increase or decrease for the same operating
properties owned during the entire current period and prior year reporting period.  PNOI from same properties
increased 0.8% for the year ended December 31, 2012, compared to 2011.

Same property average occupancy represents the average month-end percentage of leased square footage for which
the lease term has commenced as compared to the total leasable square footage for the same operating properties
owned during the entire current period and prior year reporting period. Same property average occupancy for the year
ended December 31, 2012, was 93.6% compared to 91.7% for 2011.
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The same property average rental rate represents the average annual rental rates of leases in place for the same
operating properties owned during the entire current period and prior year reporting period. The same property
average rental rate was $5.26 per square foot for the year ended December 31, 2012, compared to $5.35 per square
foot for 2011.

•

Occupancy is the percentage of leased square footage for which the lease term has commenced compared to the total
leasable square footage as of the close of the reporting period.  Occupancy at December 31, 2012 was
94.6%.  Quarter-end occupancy ranged from 93.1% to 94.6% over the period from December 31, 2011 to
December 31, 2012.

•
Rental rate change represents the rental rate increase or decrease on new and renewal leases compared to the prior
leases on the same space.  For the year 2012, rental rate increases on new and renewal leases (21.1% of total square
footage) averaged 0.7%.

•For the year 2012, termination fee income was $389,000 compared to $565,000 for 2011.  Bad debt expense was$640,000 for 2012 compared to $550,000 for 2011.
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CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The Company’s management considers the following accounting policies and estimates to be critical to the reported
operations of the Company.

Real Estate Properties
The Company allocates the purchase price of acquired properties to net tangible and identified intangible assets based
on their respective fair values.  Goodwill is recorded when the purchase price exceeds the fair value of the assets and
liabilities acquired.  Factors considered by management in allocating the cost of the properties acquired include an
estimate of carrying costs during the expected lease-up periods considering current market conditions and costs to
execute similar leases.  The allocation to tangible assets (land, building and improvements) is based upon
management’s determination of the value of the property as if it were vacant using discounted cash flow models.  The
purchase price is also allocated among the following categories of intangible assets:  the above or below market
component of in-place leases, the value of in-place leases, and the value of customer relationships.  The value
allocable to the above or below market component of an acquired in-place lease is determined based upon the present
value (using a discount rate reflecting the risks associated with the acquired leases) of the difference between (i) the
contractual amounts to be paid pursuant to the lease over its remaining term and (ii) management’s estimate of the
amounts that would be paid using fair market rates over the remaining term of the lease.  The amounts allocated to
above and below market leases are included in Other Assets and Other Liabilities, respectively, on the Consolidated
Balance Sheets and are amortized to rental income over the remaining terms of the respective leases.  The total
amount of intangible assets is further allocated to in-place lease values and customer relationship values based upon
management’s assessment of their respective values.  These intangible assets are included in Other Assets on the
Consolidated Balance Sheets and are amortized over the remaining term of the existing lease, or the anticipated life of
the customer relationship, as applicable.

During the period in which a property is under development, costs associated with development (i.e., land,
construction costs, interest expense, property taxes, and other direct and indirect costs associated with development)
are aggregated into the total capitalized costs of the property.  Included in these costs are management’s estimates for
the portions of internal costs (primarily personnel costs) that are deemed directly or indirectly related to such
development activities. The internal costs are allocated to specific development properties based on construction
activity.

The Company reviews its real estate investments for impairment of value whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable.  If any real estate investment is
considered permanently impaired, a loss is recorded to reduce the carrying value of the property to its estimated fair
value.  Real estate assets to be sold are reported at the lower of the carrying amount or fair value less selling
costs.  The evaluation of real estate investments involves many subjective assumptions dependent upon future
economic events that affect the ultimate value of the property.  Currently, the Company’s management knows of
no impairment issues nor has it experienced any impairment issues in recent years.  EastGroup currently has the intent
and ability to hold its real estate investments and to hold its land inventory for future development.  In the event of
impairment, the property’s basis would be reduced, and the impairment would be recognized as a current period charge
on the Consolidated Statements of Income and Comprehensive Income.

Valuation of Receivables
The Company is subject to tenant defaults and bankruptcies that could affect the collection of outstanding
receivables.  In order to mitigate these risks, the Company performs credit reviews and analyses on prospective
tenants before significant leases are executed and on existing tenants before properties are acquired.  On a quarterly
basis, the Company evaluates outstanding receivables and estimates the allowance for doubtful
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accounts.  Management specifically analyzes aged receivables, customer credit-worthiness, historical bad debts and
current economic trends when evaluating the adequacy of the allowance for doubtful accounts.  The Company
believes its allowance for doubtful accounts is adequate for its outstanding receivables for the periods presented.  In
the event the allowance for doubtful accounts is insufficient for an account that is subsequently written off, additional
bad debt expense would be recognized as a current period charge on the Consolidated Statements of Income and
Comprehensive Income.

Tax Status
EastGroup, a Maryland corporation, has qualified as a real estate investment trust under Sections 856-860 of the
Internal Revenue Code and intends to continue to qualify as such.  To maintain its status as a REIT, the Company is
required to distribute at least 90% of its ordinary taxable income to its stockholders.  If the Company has a capital
gain, it has the option of (i) deferring recognition of the capital gain through a tax-deferred exchange, (ii) declaring
and paying a capital gain dividend on any recognized net capital gain resulting in no corporate level tax, or (iii)
retaining and paying corporate income tax on its net long-term capital gain, with shareholders reporting their
proportional share of the undistributed long-term capital gain and receiving a credit or refund of their share of the tax
paid by the Company.  The Company distributed all of its 2012, 2011 and 2010 taxable income to its
stockholders.  Accordingly, no significant provisions for income taxes were necessary.
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FINANCIAL CONDITION

EastGroup’s assets were $1,354,102,000 at December 31, 2012, an increase of $67,586,000 from December 31,
2011.  Liabilities decreased $17,981,000 to $862,926,000, and equity increased $85,567,000 to $491,176,000 during
the same period.  The following paragraphs explain these changes in detail.

Assets
Real Estate Properties
Real Estate Properties increased $69,333,000 during the year ended December 31, 2012, primarily due to the purchase
of the operating properties detailed below, capital improvements at the Company's properties and the transfer of four
properties from Development, as detailed under Development below. These increases were offset by the sale of four
properties during the year. Two properties in Tampa, which were held in the Company's taxable REIT subsidiary, sold
for $578,000; the Company recognized an after-tax gain of $167,000 in connection with the sale. The Company also
sold a property in Phoenix for $7,019,000 and recognized a gain of $1,869,000. In addition, the Company sold a
property in Tulsa for $10,300,000 and recognized a gain of $4,474,000.

REAL ESTATE PROPERTIES ACQUIRED IN
2012

Location Size Date
Acquired Cost (1)

(Square feet) (In thousands)
Madison Distribution Center Tampa, FL 72,000 01/31/2012 $3,273
Wiegman Distribution Center II Hayward, CA 84,000 08/20/2012 6,894
Valwood Distribution Center Dallas, TX 722,000 12/21/2012 38,767
Total Acquisitions 878,000 $48,934

(1)

Total cost of the properties acquired was $51,750,000, of which $48,934,000 was allocated to Real Estate
Properties as indicated above.  Intangibles associated with the purchases of real estate were allocated as
follows:  $3,305,000 to in-place lease intangibles, $244,000 to above market leases (both included in Other Assets
on the Consolidated Balance Sheets) and $733,000 to below market leases (included in Other Liabilities on the
Consolidated Balance Sheets).  All of these costs are amortized over the remaining lives of the associated leases in
place at the time of acquisition.  

The Company made capital improvements of $18,164,000 on existing and acquired properties (included in the Capital
Expenditures table under Results of Operations).  Also, the Company incurred costs of $1,338,000 on development
properties subsequent to transfer to Real Estate Properties; the Company records these expenditures as development
costs on the Consolidated Statements of Cash Flows.

Development
EastGroup’s investment in development at December 31, 2012 consisted of properties in lease-up and under
construction of $51,422,000 and prospective development (primarily land) of $96,833,000.  The Company’s total
investment in development at December 31, 2012 was $148,255,000 compared to $112,149,000 at December 31,
2011.  Total capital invested for development during 2012 was $55,404,000, which consisted of costs of $52,499,000
and $1,567,000 as detailed in the development activity table below and costs of $1,338,000 on development properties
subsequent to transfer to Real Estate Properties. The capitalized costs incurred on development properties subsequent
to transfer to Real Estate Properties include capital improvements at the properties and do not include other capitalized
costs associated with development (i.e., interest expense, property taxes and internal personnel costs).

EastGroup capitalized internal development costs of $2,810,000 during the year ended December 31, 2012, compared
to $1,334,000 during 2011. The increase in capitalized internal development costs in 2012 as compared to 2011
resulted from increased activity in the Company's development program in 2012.
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During 2012, EastGroup purchased 109.8 acres of development land in Dallas, Houston, Tampa, Denver and Chandler
(Phoenix) for $12,998,000.  Costs associated with these acquisitions are included in the development activity
table.  The Company transferred four development properties to Real Estate Properties during 2012 with a total
investment of $17,960,000 as of the date of transfer.
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DEVELOPMENT

Costs Incurred

Costs
Transferred
 in 2012 (1)

For the
Year
Ended
12/31/12

Cumulative
as of
12/31/12

Estimated
Total Costs (2)

Building
Completion
Date

(In thousands)

LEASE-UP
Building
Size (Square
feet)

Southridge IX, Orlando, FL 76,000 $— 938 6,300 7,100 03/12
World Houston 31B, Houston, TX 35,000 — 1,591 2,951 3,900 04/12
Thousand Oaks 1, San Antonio, TX 36,000 — 1,130 3,539 4,700 05/12
Thousand Oaks 2, San Antonio, TX 73,000 — 1,645 4,809 5,600 05/12
Beltway Crossing X, Houston, TX 78,000 — 1,810 3,816 4,300 06/12
Southridge XI, Orlando, FL 88,000 2,298 3,167 5,465 6,200 09/12
Total Lease-Up 386,000 2,298 10,281 26,880 31,800

UNDER CONSTRUCTION

Anticipated
Building
Completion
Date

Beltway Crossing XI, Houston, TX 87,000 1,184 2,416 3,600 4,900 02/13
World Houston 33, Houston, TX 160,000 1,338 7,746 9,084 10,900 02/13
World Houston 34, Houston, TX 57,000 1,039 1,636 2,675 3,600 03/13
World Houston 35, Houston, TX 45,000 806 1,307 2,113 2,800 03/13
Ten West Crossing 1, Houston, TX 30,000 423 1,319 1,742 3,800 05/13
World Houston 36, Houston, TX 60,000 986 451 1,437 6,100 08/13
World Houston 37, Houston, TX 101,000 1,233 441 1,674 7,100 08/13
World Houston 38, Houston, TX 129,000 1,523 694 2,217 9,400 09/13
Total Under Construction 669,000 8,532 16,010 24,542 48,600

PROSPECTIVE DEVELOPMENT
(PRIMARILY LAND)

Estimated
Building
Size (Square
feet)

Phoenix, AZ 528,000 — 2,236 5,697 40,100
Tucson, AZ 70,000 — — 417 4,900
Denver, CO 84,000 — 711 711 7,700
Fort Myers, FL 663,000 — 443 17,646 48,100
Orlando, FL 1,426,000 (2,298 ) 4,301 26,600 93,100
Tampa, FL 519,000 — 1,659 6,145 30,800
Jackson, MS 28,000 — — 706 2,000
Charlotte, NC 95,000 — 89 1,335 6,800
Dallas, TX 120,000 — 471 1,235 7,800
El Paso, TX 251,000 — — 2,444 11,300
Houston, TX 2,341,000 (8,532 ) 15,850 28,433 157,400
San Antonio, TX 478,000 — 448 5,464 31,800
Total Prospective Development 6,603,000 (10,830 ) 26,208 96,833 441,800

7,658,000 $— 52,499 148,255 522,200
DEVELOPMENTS COMPLETED
AND TRANSFERRED TO REAL

Building
Size (Square

Building
Completion
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ESTATE PROPERTIES DURING
2012

feet) Date

Beltway Crossing VIII, Houston, TX 88,000 $— 43 5,242 09/11
World Houston 32, Houston, TX 96,000 — 66 6,276 01/12
World Houston 31A, Houston, TX 44,000 — 243 4,086 06/11
Beltway Crossing IX, Houston, TX 45,000 — 1,215 2,356 06/12
Total Transferred to Real Estate
Properties 273,000 $— 1,567 17,960 (3)

(1)Represents costs transferred from Prospective Development (primarily land) to Under Construction during theperiod.

(2)Included in these costs are development obligations of $20.4 million and tenant improvement obligations of $6.1million on properties under development.
(3)Represents cumulative costs at the date of transfer.

Accumulated Depreciation
Accumulated depreciation on real estate and development properties increased $44,442,000 during 2012 due to
depreciation expense, offset by accumulated depreciation on the properties sold during the year.
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Other Assets
Other Assets increased $5,519,000 during 2012.  A summary of Other Assets follows:

December 31,
2012

December 31,
2011

(In thousands)
Leasing costs (principally commissions) $41,290 39,297
Accumulated amortization of leasing costs (17,543 ) (16,603 )
Leasing costs (principally commissions), net of accumulated amortization 23,747 22,694

Straight-line rents receivable 22,153 20,959
Allowance for doubtful accounts on straight-line rents receivable (409 ) (351 )
Straight-line rents receivable, net of allowance for doubtful accounts 21,744 20,608

Accounts receivable 3,477 3,949
Allowance for doubtful accounts on accounts receivable (373 ) (522 )
Accounts receivable, net of allowance for doubtful accounts 3,104 3,427

Acquired in-place lease intangibles 11,848 12,157
Accumulated amortization of acquired in-place lease intangibles (4,516 ) (4,478 )
Acquired in-place lease intangibles, net of accumulated amortization 7,332 7,679

Acquired above market lease intangibles 2,443 2,904
Accumulated amortization of acquired above market lease intangibles (976 ) (929 )
Acquired above market lease intangibles, net of accumulated amortization 1,467 1,975

Mortgage loans receivable 9,357 4,154
Discount on mortgage loans receivable (34 ) (44 )
Mortgage loans receivable, net of discount 9,323 4,110

Loan costs 8,476 7,662
Accumulated amortization of loan costs (4,960 ) (4,433 )
Loan costs, net of accumulated amortization 3,516 3,229

Goodwill 990 990
Prepaid expenses and other assets 7,093 8,085
 Total Other Assets $78,316 72,797

Liabilities

Mortgage Notes Payable decreased $20,404,000 during the year ended December 31, 2012.  The decrease resulted
from the repayment of five mortgages totaling $49,900,000, regularly scheduled principal payments of $24,408,000
and mortgage loan premium amortization of $96,000, offset by a $54,000,000 mortgage loan executed by the
Company in January 2012.

Unsecured Term Loans Payable increased $80,000,000 during 2012 as a result of the closing of a term loan in August
2012.
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Notes Payable to Banks decreased $78,356,000 during 2012 as a result of repayments of $363,233,000 exceeding
advances of $284,877,000. The Company’s credit facilities are described in greater detail under Liquidity and Capital
Resources.
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Accounts Payable and Accrued Expenses decreased $2,291,000 during 2012.  A summary of the Company’s Accounts
Payable and Accrued Expenses follows:

December 31,
2012 2011
(In thousands)

Property taxes payable                                                            $12,107 9,840
Development costs payable                                                            7,170 5,928
Interest payable                                                            2,615 2,736
Dividends payable on unvested restricted stock 1,191 1,415
Other payables and accrued expenses                                                            5,831 11,286
 Total Accounts Payable and Accrued Expenses $28,914 31,205

Other Liabilities increased $3,070,000 during 2012.  A summary of the Company’s Other Liabilities follows:
December 31,
2012 2011
(In thousands)

Security deposits                                                            $9,668 9,184
Prepaid rent and other deferred income 7,930 6,373

Acquired below market lease intangibles 1,541 1,684
Accumulated amortization of acquired below market lease intangibles (391 ) (924 )
Acquired below market lease intangibles, net of accumulated amortization 1,150 760

Interest rate swap liability 645 —
Other liabilities                                                            693 699
 Total Other Liabilities $20,086 17,016

Equity

Additional Paid-In Capital increased $112,564,000 during 2012.  The increase primarily resulted from the issuance of
2,179,153 shares of common stock under the Company's continuous common equity program with net proceeds to the
Company of $109,588,000.  See Note 11 in the Notes to Consolidated Financial Statements for information related to
the changes in Additional Paid-In Capital on common shares resulting from stock-based compensation.

During 2012, Distributions in Excess of Earnings increased $28,689,000 as a result of dividends on common stock of
$61,073,000 exceeding Net Income Attributable to EastGroup Properties, Inc. Common Stockholders of $32,384,000.

Accumulated Other Comprehensive Loss increased $392,000 during 2012. The increase resulted from the change in
fair value of the Company's interest rate swap which is further discussed in Notes 12 and 13 in the Notes to
Consolidated Financial Statements.

RESULTS OF OPERATIONS

2012 Compared to 2011 

Net Income Attributable to EastGroup Properties, Inc. Common Stockholders for 2012 was $32,384,000 ($1.13 per
basic and diluted share) compared to $22,359,000 ($0.83 per basic and diluted share) for 2011.  EastGroup recognized

Edgar Filing: EASTGROUP PROPERTIES INC - Form 10-K

37



gains on sales of real estate investments of $6,510,000 during 2012. The Company did not recognize any gains on
sales during 2011.

PNOI increased by $9,016,000, or 7.3%, for 2012 compared to 2011. PNOI increased $6,206,000 from 2011 and 2012
acquisitions, $1,833,000 from newly developed properties, and $1,017,000 from same property operations. Bad debt
expense exceeded
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termination fee income by $251,000 during 2012. In 2011, termination fee income exceeded bad debt expense by
$15,000. Straight-lining of rent increased income by $1,592,000 and $1,899,000 in 2012 and 2011, respectively.

The Company signed 147 leases with certain free rent concessions on 2,449,000 square feet during 2012 with total
free rent concessions of $2,845,000, compared to 130 leases with free rent concessions on 3,321,000 square feet with
total free rent concessions of $4,471,000 in 2011.

Property expense to revenue ratios, defined as Expenses from Real Estate Operations as a percentage of Income from
Real Estate Operations, were 28.5% in 2012 compared to 28.3% in 2011.  The Company’s percentage of leased square
footage was 95.1% at December 31, 2012, compared to 94.7% at December 31, 2011.  Occupancy at the end of 2012
was 94.6% compared to 93.9% at the end of 2011.

Interest Expense increased $662,000 for 2012 compared to 2011.  The following table presents the components of
Interest Expense for 2012 and 2011:

Years Ended December 31,

2012 2011 Increase
(Decrease)

(In thousands, except rates of interest)
Average bank
borrowings                                                                                 $85,113 124,697 (39,584 )

Weighted average variable interest rates (excluding loan cost
amortization) 1.61 % 1.41 %

VARIABLE RATE INTEREST EXPENSE
Bank loan interest (excluding loan cost amortization) 1,371 1,762 (391 )
Amortization of bank loan
costs                                                                                 342 300 42

Total variable rate interest
expense                                                                                 1,713 2,062 (349 )

FIXED RATE INTEREST EXPENSE
Mortgage loan interest (excluding loan cost amortization) 34,733 35,606 (873 )
Unsecured term loan interest (excluding loan cost amortization) 2,724 59 2,665
Amortization of mortgage loan
costs                                                                                 780 752 28

Amortization of unsecured term loan
costs                                                                                 81 1 80

Total fixed rate interest
expense                                                                                 38,318 36,418 1,900

Total interest                                                                                 40,031 38,480 1,551
Less capitalized
interest                                                                                 (4,660 ) (3,771 ) (889 )

TOTAL INTEREST EXPENSE $35,371 34,709 662

EastGroup's variable rate interest expense decreased by $349,000 for 2012 as compared to 2011 due to a decrease in
the Company's average bank borrowings, partially offset by an increase in the Company's weighted average variable
interest rate.

The Company's fixed rate interest expense increased by $1,900,000 for 2012 as compared to 2011. The increase in
fixed rate interest expense was primarily due to two unsecured term loans obtained by the Company: one in December
2011 for $50,000,000 with a fixed interest rate of 3.91% and a seven-year term, and the other in August 2012 for
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$80,000,000 with an effective interest rate of 2.92% (rate may vary based on EastGroup's leverage or credit ratings)
and a six-year term. The Company expensed $2,724,000 for unsecured term loan expense during 2012 compared to
$59,000 for 2011.

The increase in term loan interest expense was partially offset by a decrease in mortgage loan interest expense. The
Company recognized mortgage loan interest expense of $34,733,000 in 2012 compared to $35,606,000 in 2011.
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The decrease in fixed rate mortgage loan interest expense was primarily the result of lower weighted average interest
rates, mortgage note repayments and regularly scheduled principal amortization. A summary of the Company’s
weighted average interest rates on mortgage debt at year-end for the past several years is presented below:

MORTGAGE DEBT AS OF:

Weighted
Average
Interest Rate

December 31, 2008 5.96%
December 31, 2009 6.09%
December 31, 2010 5.90%
December 31, 2011 5.63%
December 31, 2012 5.40%

Mortgage principal payments made in the amortization period were $24,408,000 in 2012 and $22,231,000 in 2011.
The details of the mortgage loans repaid in 2011 and 2012 are shown in the following table:
MORTGAGE LOANS REPAID IN 2011 AND 2012 Interest Rate Date Repaid Payoff Amount
Butterfield Trail, Glenmont I & II, Interstate I, II & III,
   Rojas, Stemmons Circle, Venture and West Loop I & II 7.25% 01/31/11 $36,065,000

America Plaza, Central Green and World Houston 3-9 7.92% 05/10/11 22,832,000
Weighted Average/Total Amount for
2011                                                               7.51% 58,897,000

Oak Creek Distribution Center IV 5.68% 03/01/12 3,463,000
University Business Center (125 & 175 Cremona) 7.98% 04/02/12 8,679,000
University Business Center (120 & 130 Cremona) 6.43% 05/01/12 1,910,000
51st Avenue, Airport Distribution, Broadway I, III & IV, Chestnut,
Interchange Business Park, Main Street, North Stemmons I land,
Southpark, Southpointe and World Houston 12 & 13

6.86% 06/04/12 31,724,000

Interstate Distribution Center - Jacksonville 5.64% 09/04/12 4,123,000
Weighted Average/Total Amount for
2012                                                               6.86% 49,899,000

Weighted Average/Total Amount for 2011 and
2012                                                         7.21% $108,796,000

During 2011 and 2012, EastGroup closed the new mortgages detailed in the following table:
NEW MORTGAGES IN 2011 AND 2012 Interest Rate Date Maturity Date Amount
America Plaza, Central Green, Glenmont I & II,
   Interstate I, II & III, Rojas, Stemmons Circle,
Venture,
   West Loop I & II and World Houston 3-9

4.75% 05/31/11 06/05/21 $65,000,000

Arion 18, Beltway VI & VII, Commerce Park II &
III,
Concord, Interstate V, VI & VII, Lakeview, Ridge
Creek II, Southridge IV & V and World Houston
32

4.09% 01/04/12 01/05/22 54,000,000

Weighted Average/Total Amount for 2011 and
2012                                           4.45% $119,000,000

Interest costs during the period of construction of real estate properties are capitalized and offset against interest
expense. Capitalized interest increased $889,000 for 2012 as compared to 2011 due to increased activity in the
Company's development program in 2012.

Edgar Filing: EASTGROUP PROPERTIES INC - Form 10-K

41



Depreciation and Amortization expense from continuing operations increased $4,939,000 for 2012 compared to 2011
primarily due to the operating properties acquired by the Company in December 2011 and during the year 2012.  
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Capital Expenditures
Capital expenditures for EastGroup’s operating properties for the years ended December 31, 2012 and 2011 were as
follows:

Estimated
Useful Life

Years Ended December 31,
2012 2011
(In thousands)

Upgrade on Acquisitions                                               40 yrs $1,208 315
Tenant Improvements:
New Tenants                                               Lease Life 7,631 7,755
   New Tenants (first generation) (1) Lease Life 362 1,028
Renewal Tenants                                               Lease Life 2,592 2,588
Other:
Building Improvements                                               5-40 yrs 3,480 3,676
Roofs                                               5-15 yrs 1,819 2,089
Parking Lots                                               3-5 yrs
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