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Annual Report

Meeting of
Stockholders

We have prepared a brief slide show to present balance sheet
and operating performance highlights of 2013 and recent first

guarter 2014 activity, and our current and future development
plans.
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August 2013 marked our 20th anniversary as a public REIT.
Through expansion and redevelopment of our core properties
and selective acquisition and development, our portfolio has
grown from 29 operating properties with 5.3 million square feet
to 56 properties with 9.3 million square feet.

Our total capitalization has increased from $500 million in
1993 to $2.3 billion today. Over this 20 year period, total
return to our shareholders, including both dividends and share
price appreciation, has averaged 11.5% compounded
annually.
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Our geographic focus continues to be in the metropolitan
Washington, DC market. Over 85% of our 2013 property
operating income was generated in this market, an increase
from 79% at our outset.

The stability of grocery-anchored neighborhood and
community shopping centers continues to be our core
business. Over 75% of our 2013 property operating income
was from shopping centers, compared to 73% in 1994.
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Overall leasing percentages improved since 2011, and averaged
93.9% during the first quarter 2014. This is an increase from a
low of 89.9% during 2011, and now exceeds our 10-year
average of 93.6%.



2013/ Balance She + ighlights

m $140 million Preferred St JJ Issue

m ST 1 million New Perman Financings

m - $7) million Construction UJ ermanent Loan

During 2013, we completed several equity and debt
transactions which have improved our balance sheet and
reduced our overall cost of capital.

We issued $140 million of perpetual preferred stock in order to
redeem higher coupon issues.

We completed $71 million of new long term financings to repay
higher rate maturing debt.

In October 2013, we closed on an 18-year, $72 million
construction-to-permanent loan, at a 4.88% interest rate, to
finance the construction of our Park Van Ness residential
project.
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In February of 2013, we issued $140 million of Series C
perpetual preferred stock which has a coupon of 6 7/8%. The
proceeds of this offering were used to redeem all $80 million of
our 9% Series B and $60 million of our 8% Series A preferred
shares.

As a result of this offering, our weighted average cost of
preferred equity was reduced from 8.4% to 7.1%.

Preferred dividends have been reduced by $2.3 million
annually.



2013/ Permanent I%anings

m|'5-Year Financings J
Beacon Center $35 million @ 3.51%

Hampshire Langley 18 rL %on @ 4.04%

Seabreeze Plaza I8 million @ 3.99%

Total illion @ 3.76%

In 2013, we completed 3 shopping center financings totaling $71 million. The
weighted average 15-year rate on these loans was 3.76%. This reduced our
overall weighted average interest rate on fixed rate debt by 15 basis points to
5.67%, from 5.82%.
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Mortgage Debt MJturities
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Our mortgage debt maturities are shown here.

Total maturities for the next four years through 2018 are only $72
million, less than 10% of our total debt. Maturities are well
staggered during the next 10 years, with the largest single year
totaling only $67 million between now and 2025.
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96% of our total debt is fixed rate, nonrecourse debt. The
favorable interest rate environment in 2013 allowed us to lower
our overall weighted average mortgage interest rate to 5.53%.

We have $172 million available under our $175 million line of
credit, and have additional financial flexibility with one of our
most valuable assets, 601 Pennsylvania Avenue, now held free
and clear of debt.

As of May 2014, 21 of our 56 operating properties are held free
and clear of debt. In our view, we think these properties which
support line borrowings, when combined with 601 Pennsylvania
Avenue, are worth $500 million and provide us borrowing
capacity between $250 and $300 million, to provide funding for
future acquisition opportunities and our development pipeline.
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As of March 31, 2014, our total combined debt and equity

capitalization was $2.3 billion, compared to $1.1 billion 10 years
ago.

Total debt is currently $814 million.

Preferred stock represents about 8% of our capital base. All of
our preferred stock is perpetual and $40 million is currently
callable.

As you can see here, since late 2011, our debt level has
remained flat, while our common equity value has grown. As a
result, our capital structure's leverage ratio of debt to total
capitalization has improved from 44% in 2010 to our current level
of 37%.
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Current dividend of
$.40/share
equates to an
annual dividend of

$1.60/share.

FFO results for the past 10 years are highlighted here.

FFO declined each year after 2007, due to the economic
downturn's impact on our portfolio and several nonrecurring
events. FFO started increasing in 2012 and has risen steadily

since.

We reduced the annual dividend rate to $1.44 per share during
the downturn, allowing us to retain additional cash flow during
this challenging period. For the recent April 30, 2014 dividend,
we raised the dividend 11% to an annual rate of $1.60 per share.
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Over the past 5 years, we paid out an average of 66% of FFO as
dividends. While the dividend payout increased from 2009 to
2011, the 2012 level decreased and the 2013 level reached our
historic low of 61%.

Despite raising our latest quarterly dividend by 11% to $0.40 per
share, our ratio of dividends to first quarter FFO further dropped
to a comfortable 56%.

This conservative payout strategy allows us to maintain excess
cash flows to provide capital to internally fund acquisition and
development activities and to retire debt.



Shopping Centers
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During 2013, our 50 retail properties produced 75% of overall property operating
income. 32 were anchored by a grocery store, and produced 77% of our retail
property operating income.

The grocery business continues to be very competitive throughout the country.
Sales volumes for the 25 grocery stores that have been in our centers for the
past five years are only 2% higher than 2009 levels. Despite the slow sales
growth, sales volumes are healthy. Grocery sales averaged $491 per square
foot, and ten of these stores reported sales in excess of $600 per square foot.

Our high 78% tenant renewal rate is significant because high tenant retention
results in a continuation of rental income with lower re-leasing expenses and no
revenue down time.
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The long-term success of our core portfolio hinges largely on
prime infill locations.

Saul Centers' properties 3-mile trade areas have average
household incomes of $104,000, compared to the national
average of $71,800.

Our 3 and 5 mile population counts average 93,000, and
223,000, respectively, which are representative of very strong
infill locations.



Retail Operating Hig Ilghts

Leasing percentage trending upward J
Smallishop space leased improved from 86.9% to 90.4%

Retail rental rates increasi
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Slowly improving economic conditions have had a positive
Impact on our operating performance since the second quarter of
2012.

Our overall leasing percentage has trended upward, positively
Impacted by small shop leasing improvement from 86.9% at the
beginning of 2013 to 90.4% currently. Retail rental rates have
also been increasing slightly over expiring rents since early
2012.

These factors have resulted in retail property operating income
growth averaging 3.6% for each of the last 8 quarters, after being
negative for the three years prior.
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Our retail leasing percentage averaged 94.8% in the most recent
guarter, up from a low of 91.0% in 2011.
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On a same space basis, retail rental rate increases over expiring
rents averaged 8.7% for the 5 year period prior to 2008. In 2008,
rental rates increased a strong 10% for new and renewal leases.
Retail rental rates decreased an average of nearly 5% for the
3-year period from 2009 to 2011. During 2012, rents turned
positive and have remained positive since.
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During the 5-years prior to 2008, on a same property basis, we
achieved average annual retail property operating income growth
of 2.8%.

Retail same property growth was 1.2% during 2008. During the
period 2009 to 2011, we had declines averaging 2.1% per year.
While modest, positive growth of 2.0% returned during 2012 and
has continued through 2013. The current quarter's growth, when
excluding the impact of the large lease termination fee that |
discussed earlier, was 1.4%



Top etail tenants
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A diverse retail tenant base minimizes exposure to any one
tenant's credit.

Only Giant Food, at 4.8% and Safeway at 2.6% accounted for
more than 2.5% of our total revenue in 2013.

Our top 10 retail tenants comprise only 18% of total revenue,
with 60% of this revenue generated by major regional and
national supermarkets, a very stable source of income.
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Beacon Center, Alexandria, V‘irgipig

These next few slides will provide an overview of some recent activities at
several of our shopping centers.

Beacon Center is a 358,000 square foot community shopping center in
Alexandria, Virginia, anchored by Giant Food, Lowe's Home Improvement
Center, Marshalls and the recently opened Home Goods.

More than 51,000 households, with annual household incomes averaging over
$118,000, are located within a three-mile radius of the center.

In February 2013, Office Depot departed Beacon Center when their lease
expired. We re-leased the space to Home Goods, which opened in October
2013.

The center is one of our five largest retail properties as measured both by square
footage and operating income.
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Countryside

Countryside MarketPlace is one of the oldest and best located
shopping centers along Route 7 in Loudoun County, Virginia.

This 138,000 square foot shopping center is anchored by
Safeway and CVS Pharmacy and has a McDonalds and
Starbucks.

28,000 households, with annual household incomes averaging
$121,000, are located within a three-mile radius of the center.

During 2013, the Company reconfigured the traffic flow and
parking areas, and improved the overall visibility and access.
The leasing percentage has improved from 85.7% at March 31,
2013 to 93.7% currently.
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Kentlands Square

Kentlands Squar‘e,‘C-‘-a‘ithersburg. Maryland i

We own a total of 403,000 square feet of community shopping center space in
the Kentlands area of Gaithersburg, Maryland, in Montgomery County.

More than 38,000 households, with annual household incomes averaging over
$117,000, are located within a three-mile radius of the center.

During 2013, we acquired a 1.1 acre parcel containing a restaurant building at
the main entrance to the shopping center. We signed a lease with Brasserie
Beck restaurant, which opened last week.

Since acquiring the main portion of our Kentlands holdings in September 2011,
we have increased our annualized base rents during the past 2-plus years by
over $750,000.
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Office/Mixed-Use Pro l ies

m 11
I ‘5 mllllon Square feet Avenel Business Park, Gaithersburg, MD:

B D5% of property operating income

Our office/mixed-use space totals over 1.5 million square feet,
representing 25% of our total property operating income.

The most significant of our office/mixed-use properties are

Clarendon Center and 601 Pennsylvania Avenue, which produce
almost 70% of the office/mixed-use cash flow.
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Our top 10 office tenants produce 9.6% of our revenue, with no
single tenant in more than 1 location in our portfolio, except the
U.S. Government occupying 2 spaces.

Six of the ten major office tenants have lease expirations in year
2020 or later.

Only two tenants, representing 1.1% of our rental revenue, have
leases expiring before 2018.
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Clarendon Center:

Our most significant mixed-use property is Clarendon Center,
located on two blocks adjacent to the Clarendon Metro station in
Arlington County, Virginia.

The property includes Lyon Place, a residential tower with 244
luxury apartment units, 42,000 square feet of street-level retall
and 170,000 square feet of office space.

The retail space is 100% leased and anchored by Trader Joe's
and the office space is 97% leased. The apartment units have
remained leased at an average of 98% -100% every quarter
since initial lease-up was completed in mid-2011, even as
several new competitive buildings have been delivered in the
Clarendon sub-market during the past year.
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We have just commenced a significant lobby, elevator and
building common area upgrade at 601 Pennsylvania Avenue
which will modernize the finishes of this premier office building.

We successfully renewed leases that were due to expire in 2014
for 125,000 square feet, or 55% of the building. The majority of
these lease extensions were for 10 years or longer.

601 Pennsylvania Avenue is currently 95% leased.
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Development

Park Van Ness

4455 Connecticut Ave. NW/, Washington DC

Construction Progress.Photo, May. 8, 204

By the end of April 2013, we negotiated and terminated the last
of the tenants in Van Ness Square.

We completed demolition of the old office building in March
2014. We have hired Clark Construction to build a 271 unit,
luxury residential project named Park Van Ness. Park Van Ness
will have 9,000 square feet of retail space, below street-level
parking, and amenities such as a community room, landscaped
courtyards, a fithess room and a rooftop pool and deck.

Construction is expected to be completed in late 2015 at a cost

of $93 million, a portion of which will be funded by a $72 million
construction-to-permanent loan.
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Future Developme
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Looking beyond our development of Park Van Ness, we are
currently focusing our future development pipeline along
Rockville Pike near Metro Red Line stations, White Flint and
Twinbrook.

Since 2010, we acquired several one and two-story retail
properties in this area totaling 17 acres, and having zoning for
development totaling over 2.5 million square feet of new
residential and commercial space.

During April 2014, we achieved a significant development

milestone with the County's approval of our White Flint Sketch
Plan totaling 1.6 million square feet of mixed-use space.
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Salil Genters

NYSE Symbol: BF S

Hunt CIub‘Cc‘mrel"s, Apopka, Florida

We remain committed to, and confident in, the long-term
performance of our core retail and mixed-use properties.

Our balance sheet is strong, and we are prepared for new
opportunities during this period of economic recovery.

| now welcome any gquestions you may have.
(after questions)

Adjournment
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Forward-looking Statements

This presentation contains forward-looking staterﬁjnt within the meaning of the federal|securities laws. These
expect” and "may/"
i

statements are generally characterized by terms such as (Lbelleve,

Although we believe that the expectations re Iic e in such forward-looking state
reasonable assumptions, our actual results could dlfflzr mfterially from those given in }
statements as a result of changes in factors which Mlud , among others, the followm J

continuing risks related to the challenging dome IL n&l global credit markets and their étf ct on discretionary spending;
risks related to our tenants” ability to pay rent aJ1dlou| reliance on significant tenants; ’L
risks related to our substantial relationships with entities affiliated with our senior managen eJt
risks of financing, such as increases in interest ra e e trictions imposed by our debt, OL r b|||t to meet existing financial
covenantsiand our ability to consummate planned nd Eddltlonal financings on acceptab efms;

risks related to our development activities;

risks that our growth will be limited if we cannot ol t | additional capital;

risks that planned and'additional acquisitions or|redevelopments may not be consummated, or if they are consummated,

that they will not perform as expected;
risks generally incident to the ownership of real pr:
risks related to our status as a REIT for federal |n‘qu t X purposes; and

such other risks as described in Part I, Item ['A o‘“ urt Form | O-K for the year ended Dec n‘ ber 31,201 I.

s are based upon
ward-looking
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