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Total revenue for the quarter ended September 30, 2006 increased
5.1% to $34,860,000 compared to $33,182,000 for the 2005 quarter.
Operating income before minority interests and preferred stock
dividends increased 6.5% to $10,328,000 compared to $9,694,000
for the comparable 2005 quarter.  Net income available to
common stockholders was $6,321,000 or $0.37 per diluted share
for the 2006 quarter, a per share increase of 5.7% compared to
$5,856,000 or $0.35 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
5.3% for the 2006 third quarter compared to the same quarter in
2005 and same property operating income increased 4.5%.  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 5.2% for the
2006 third 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
increased 2.6% for the 2006 quarter, compared to the prior year’s
quarter.  

For the nine month period ended September 30, 2006, total
revenue increased 8.3% to $102,075,000 compared to $94,241,000
for the 2005 period.  Operating income before minority interests
and preferred stock dividends increased 8.1% to $29,485,000
compared to $27,285,000 for the comparable 2005 period.  Net
income available to common stockholders was $17,825,000 or
$1.04 per diluted share for the 2006 period, a per share increase
of 13.0% compared to $15,337,000 or $0.92 per diluted share for the
2005 period.  Overall same property revenue for the total portfolio
increased 4.7% for the 2006 nine month period compared to the
same period in 2005 and same property operating income
increased 4.4%.  Shopping center same property operating
income increased 6.1% due to successful leasing activity at
several core shopping centers and office same property
operating income increased 0.1% compared to the 2005 period.

As of September 30, 2006, 97.0% of the operating portfolio was
leased, compared to 97.2% a year earlier.  
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Funds From Operations (FFO) available to common shareholders
(after deducting preferred stock dividends) decreased 0.4% to
$14,791,000 in the 2006 third quarter compared to $14,856,000 for
the same quarter in 2005.  On a diluted per share basis, FFO
available to common shareholders decreased 3.0% to $0.65 per
share for the 2006 quarter compared to $0.67 per share for the
2005 quarter.  During the 2005 quarter, the Company included
$1,555,000 ($0.07 per diluted share) in FFO due to the resolution of
a land use dispute with a property owner adjacent to Lexington
Mall.  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.  FFO available to common
shareholders for the 2006 nine month period increased 7.9% to
$42,724,000 from $39,594,000 during the 2005 period.   FFO
available to common shareholders increased 5.0% to $1.89 per
diluted share for the 2006 nine month period compared to $1.80
per diluted share for the 2005 period.  Without considering the
effects of the Lexington Mall land use settlement in each of the
prior year periods, FFO increased in the 2006 quarter and year to
date periods primarily as a result of increased operating income
from successful leasing activity at several core shopping
centers and operating income from new developments.

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

Construction has been completed for the 100% leased, 22,000
square foot Broadlands Village phase III development.  Tenants
began occupying their spaces during the third quarter of 2006.
Construction will be substantially completed during the fourth
quarter of 2006 for the 190,000 square foot Lansdowne Town
Center project. The project is over 72% pre-leased.  The Harris
Teeter grocery anchor opened for business on November 14,
2006.

For the Board,

B. Francis Saul II
Chairman of the Board
November 15, 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 17,266,165 and 16,859,965 for the three months
and 17,151,724 and 16,707,889 for the nine months ended
September 30, 2006 and 2005, respectively.
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For the Three Months, For The Six Months
Ended September 30, Ended September 30,
2006 2005 2006 2005

$ 27,736 $ 25,023 $ 81,826 $ 73,664
5,802 5,004 16,722 14,684

326 407 924 1,418
996 2,748 2,603 4,475

34,860 33,182 102,075 94,241

4,264 3,437 12,195 10,693
115 50 302 183

3,129 2,830 9,175 8,170
8,145 7,525 24,236 22,549
6,463 7,162 19,239 18,309
2,416 2,484 7,443 7,052

24,532 23,488 72,590 66,956

10,328 9,694 29,485 27,285

(2,007) (1,838) (5,660) (5,087)
–– –– –– (861)

(2,007) (1,838) (5,660) (5,948)

8,321 7,856 23,825 21,337
(2,000) (2,000) (6,000) (6,000)

$      6,321 $      5,856 $    17,825 $    15,337

$ 0.37 $ 0.35 $ 1.04 $ 0.92
$ 0.65 $ 0.67 $ 1.89 $ 1.80

(b) Assumes conversion of operating partnership units, combined
with diluted weighted average common shares outstanding, for a
total of 22,682,580 and 22,095,520 shares for the three months and
22,539,432 and 21,920,724 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
Deferred 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, 17,184,131 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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September 30, December 31,
2006 2005

(Unaudited)

$ 149,863 $ 139,421
611,585 575,504
72,603 47,868

834,051 762,793
(210,025) (195,376)
624,026 567,417

7,514 8,007
24,497 23,410
19,056 19,834
3,961 2,540
5,595 5,875
5,090 4,386

$ 689,739 $ 631,469

$ 490,897 $ 471,931
31,000 10,500
11,492 11,319

18,624 13,679
12,684 9,558

564,697 516,987

5,926 3,068

100,000 100,000

172 169
134,699 123,339

(115,755) (112,094)
119,116 111,414

$ 689,739 $ 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.


