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Total revenue for the quarter ended June 30, 2006 increased 9.7%
to $33,748,000 compared to $30,752,000 for the 2005 quarter.
Operating income before minority interests and preferred stock
dividends increased 7.8% to $9,648,000 compared to $8,952,000 for
the comparable 2005 quarter.  Net income available to common
stockholders was $5,797,000 or $0.34 per diluted share for the 2006
quarter, a per share increase of 17.2% compared to $4,871,000 or
$0.29 per diluted share for the 2005 quarter.  Successful leasing
activity at several core shopping centers and operating income
from development properties produced the significant portion of
increased operating income for the 2006 quarter.

Overall same property revenue for the total portfolio increased
4.1% for the 2006 second quarter compared to the same quarter in
2005 and same property operating income increased 4.0%.  The
same property comparisons exclude the results of operations of
properties not in operation for each of the comparable reporting
periods.  Property operating income is calculated as total property
revenue less property operating expenses, provision for credit
losses and real estate taxes.  Same property operating income in
the shopping center portfolio increased 6.5% for the 2006 second
quarter, compared to the prior year’s quarter.  Successful leasing
activity at several core shopping centers was the primary
contributor to the improvement in same property results.  Same
property operating income in the office portfolio declined 2.3% for
the 2006 quarter, compared to the prior year’s quarter, due to higher
lease termination fees recognized in the 2005 quarter.  

For the six month period ended June 30, 2006, total revenue
increased 10.1% to $67,215,000 compared to $61,059,000 for the
2005 period.  Operating income before minority interests and
preferred stock dividends increased 8.9% to $19,157,000 compared
to $17,591,000 for the comparable 2005 period.  Net income
available to common stockholders was $11,504,000 or $0.67 per
diluted share for the 2006 period, a per share increase of 17.5%
compared to $9,481,000 or $0.57 per diluted share for the 2005
period.  Overall same property revenue for the total portfolio in-
creased 4.3% for the 2006 six month period compared to the same
period in 2005 and same property operating income increased
4.4%.  Shopping center same property operating income increased
6.5% due to successful leasing activity at several core shopping
centers and office same property operating income declined 1.1%
due to higher lease termination fees recognized in the 2005 period.

As of June 30, 2006, 96.7% of the operating portfolio was leased,
compared to 93.2% a year earlier.  The 2005 leasing percentage
was adversely affected by the combined impact of a 113,000 square
foot vacancy at Great Eastern Plaza and 133,000 square feet of
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vacant space in the Lexington Mall which the Company was not
leasing in anticipation of redeveloping the shopping center.  Since
September 30, 2005, the Company has been actively planning the
redevelopment of Lexington and has taken the space out of
service.  On a same property basis, 96.8% of the portfolio was
leased, compared to the prior year level of 94.8%.  The increase in
2006 leasing percentage resulted from the lease-up of space at
Great Eastern Plaza, Southside Plaza and Olde Forte Village and to
a lesser extent, improved leasing at several other properties. 

Funds From Operations (FFO) available to common shareholders
(after deducting preferred stock dividends) increased 12.5% to
$14,048,000 in the 2006 second quarter compared to $12,484,000 for
the same quarter in 2005.  FFO, a widely accepted non-GAAP
financial measure of operating performance for real estate
investment trusts, is defined as net income, plus minority interests,
extraordinary items and real estate depreciation and amortization,
excluding gains and losses from property sales.  On a diluted per
share basis, FFO available to common shareholders increased
8.8% to $0.62 per share for the 2006 quarter compared to $0.57 per
share for the 2005 quarter.  FFO available to common shareholders
for the 2006 six month period increased 12.9% to $27,933,000 from
$24,738,000 during the 2005 period. FFO available to common
shareholders increased 9.7% to $1.24 per diluted share for the
2006 six month period compared to $1.13 per diluted share for the
2005 period.  These increases resulted primarily from increased
operating income from successful leasing activity at several core
shopping centers and operating income from new developments.

On July 31, 2006, the Company paid a quarterly dividend of $0.42
per share on our common stock, representing an annualized
dividend rate of $1.68 per share.

Construction is substantially complete for the 22,000 square foot
Broadlands Village Phase III development which is 100% pre-
leased.  Tenants are projected to begin occupying their spaces
during the third quarter of 2006.  Construction is expected to be
substantially complete for the approximately 190,000 square foot
Lansdowne Town Center project during the fourth quarter of 2006.
The project is 65% pre-leased.

For the Board,

B. Francis Saul II
Chairman of the Board
August 25, 2006
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Consolidated Statements of Operations
(Unaudited)
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(Dollars in thousands, except per share amounts)

Revenue
Base rent
Expense recoveries
Percentage rent
Other

Total revenue

Operating expenses
Property operating expenses
Provision for credit losses
Real estate taxes
Interest expense and amortization of deferred debt 
Depreciation and amortization of leasing costs
General and administrative

Total operating expenses

Operating income before minority interests

Minority interests
Minority share of income
Distributions in excess of earnings

Total minority interests

Net income
Preferred dividends

Net income available to common stockholders

Per share data available to common stockholders 
(Diluted)

Net income (a)

Funds from operations (b)

(a)  Based upon diluted weighted average common shares
outstanding of 17,125,920 and 16,706,590 for the three months
and 17,094,504 and 16,631,851 for the six months ended June 30,
2006 and 2005, respectively.
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For the Three Months, For The Six Months
Ended June 30 Ended June 30

2006 2005 2006 2005

$ 27,190 $ 24,509 $ 54,090 $ 48,641
5,407 4,700 10,920 9,680

272 507 598 1,011
879 1,036 1,607 1,727

33,748 30,752 67,215 61,059

3,963 3,483 7,931 7,256
107 79 187 133

2,994 2,757 6,046 5,340
8,072 7,615 16,091 15,024
6,400 5,532 12,776 11,147
2,564 2,334 5,027 4,568

24,100 21,800 48,058 43,468

9,648 8,952 19,157 17,591

(1,851) (1,656) (3,653) (3,249)
–– (425) –– (861)

(1,851) (2,081) (3,653) (4,110)

7,797 6,871 15,504 13,481
(2,000) (2,000) (4,000) (4,000)

$ 5,797 $ 4,871 $ 11,504 $ 9,481

$ 0.34 $ 0.29 $ 0.67 $ 0.57
$ 0.62 $ 0.57 $ 1.24 $ 1.13

(b)  Assumes conversion of operating partnership units, combined
with diluted weighted average common shares outstanding, for a
total of 22,525,423 and 21,908,490 shares for the three months and
22,467,858 and 21,833,325 shares for the six months ended June 30,
2006 and 2005, respectively.



Consolidated Balance Sheets
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(Dollars in thousands except per share amounts)

Assets
Real estate investments

Land 
Buildings and equipment 
Construction in progress 

Accumulated depreciation 

Cash and cash equivalents 
Accounts receivable and accrued income, net
Leasing costs, net
Prepaid expenses, net 
Deferred debt costs, net 
Other assets 

Total assets 

Liabilities
Mortgage notes payable 
Revolving credit facility outstanding
Dividends and distributions payable
Accounts payable, accrued expenses 

and other liabilities
Deferred income 

Total liabilities 

Minority Interests
Stockholders' equity

Series A Cumulative Redeemable Preferred stock,   
1,000,000 shares authorized and 40,000 shares 
issued and outstanding

Common stock, $0.01 par value, 30,000,000 shares 
authorized, 17,006,888 and 16,877,244 shares 
issued and outstanding, respectively

Additional paid-in capital 
Accumulated deficit 

Total stockholders' equity 

Total liabilities and stockholders' equity 
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June 30, December 31,
2006 2005

(Unaudited)

$ 149,863 $ 139,421
607,119 575,504
62,577 47,868

819,559 762,793
(205,122) (195,376)
614,437 567,417

3,045 8,007
23,136 23,410
19,698 19,834
1,473 2,540
5,845 5,875
6,995 4,386

$ 674,629 $ 631,469

$ 487,242 $ 471,931
26,000 10,500
11,418 11,319

17,909 13,679
12,546 9,558

555,115 516,987

6,194 3,068

100,000 100,000

170 169
128,009 123,339

(114,859) (112,094)
113,320 111,414

$ 674,629 $ 631,469
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DIVIDEND REINVESTMENT PLAN
Saul Centers, Inc. offers a dividend reinvestment plan which
enables its shareholders to automatically invest some of or all
dividends in additional shares. The plan provides shareholders
with a convenient and cost-free way to increase their investment
in Saul Centers. Shares purchased under the dividend
reinvestment plan are issued at a 3% discount from the closing
price of the stock on the dividend payment date. The Plan’s
prospectus is available for review in the Shareholders
Information section of the Company’s web site.

To receive more information please call our shareholder relations
representative at (301) 986-6016.

Certain matters discussed within this report are forward-looking
statements within the meaning of the Private Securities Litigation Reform
Act of 1995 and as such may involve known and unknown risks,
uncertainties, and other factors which may cause the actual results,
performance or achievements of Saul Centers to be different from any
future results, performance or achievements expressed or implied by
such forward-looking statements.  Although Saul Centers believes the
expectations reflected in such forward-looking statements are based
upon reasonable assumptions, it can  give no assurance that its
expectations will be attained.  These risks are detailed from time to time
in the Company’s filings with the Securities and Exchange Commission.

Saul Centers, Inc. is a self-managed, self-administered
equity real estate investment trust headquartered in
Bethesda, Maryland. Saul Centers operates and manages a
real estate portfolio of 46 community and neighborhood
shopping centers and office properties totaling approximately
7.7 million square feet of leasable area. Over 80% of the cash
flow is generated from properties in the metropolitan
Washington, DC/Baltimore area.


