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Dear Stockholder:
We’re pleased to present this report of our results of operations for 2010, our first full year in business.

Our senior management team is focused on building a strong and resilient portfolio as we move through
the formative stage in the life of our Company. Our vision for Inland Diversified includes creating the
proper balance in all aspects of the portfolio. We have placed, and will continue to place, a high degree of
emphasis on retail assets as we believe they are generally priced within our investment parameters and
positioned to provide relatively stable returns for the foreseeable future. We scour the marketplace for
opportunities in all asset classes and pursue any asset that meets our acquisition criteria and complements
our existing portfolio.

As of December 31, 2010, our property portfolio included the following profile:

e 25 retail properties totaling 2,224,398 square feet

e 2 office properties totaling 208,030 square feet

o I multi-family asset totaling 300 apartment units

e Property in 13 states nationwide

e . Average economic occupancy of 97%

e Total assets purchased in the amount of approximately $314.3 million

Our idea of balance means we take into account a number of tangible and intangible qualities of each
property we consider for acquisition. In addition to quantitative measures, we consider such things as
property location, visibility, age, remaining length of leases, quality of tenants, appropriate tenant mix,
strength and long-term growth prospects for the market. We seek to diversify tenant concentrations to
enhance the financial strength of the Company. That means we want to acquire properties with financially
secure tenants, but we also want a broad mix of tenants to help withstand a downturn in any one industry
segment. Geographic diversity is also important to us.

We have established certain flexible goals for the portfolio concerning the mix of properties we would
like to own. We believe that changing demographics provide insight into the needs of our socicty and the
resultant trends in real estate. As our socicty ages, demand for products and services that cater to older
Americans will increase demand for the type of real estate that can service those needs. We will pursue
properties that we believe fit these criteria. In addition, with the recent financial problems related to
home ownership, apartment occupancy rates are the highest they have been in many years. Certain single
fenant properties with high net worth users are also very attractive and deserve our attention. As buyers,
we must balance our desire to own these types of assets with the ability to buy them at prices we deem
acceptable.

- more -



All of us believe that the process we use to decide which properties to buy is what ultimately creates a
successful fund. Our acquisitions team receives numerous submissions for consideration on a regular
basis and makes offers to purchase those properties that fit our acquisition criteria. If the acquisition team
is successful in reaching an agreement with a seller, our due diligence team takes over from there. A
rigorous process of review, testing and inspection results in what we call an “issues memo” which
provides an executive level summary of the major facts concerning each property. This memo is
distributed to the acquisitions group and senior members of our property and REIT level management
team. The merits of each property are thoroughly discussed by this group until a consensus regarding the
property is reached. If, at the end of this process, anyone on the senior management level is not
comfortable with the acquisition, we do not proceed with it. The process is thorough, allows all
disciplines to participate and incorporates the tangible and intangible qualities of each property. Finally,
our board of directors must approve each asset we select for their consideration.

Some companies in our business prefer not to acquire properties individually, but on a portfolio basis. We
may occasionally acquire a portfolio, but in most cases we “grind it out” on a property-by-property basis.
Our philosophy has been that by thoroughly focusing on the merits of each property, we can painstakingly
build a portfolio in which the value of the whole is greater than the sum of the parts. By this we mean that
value is created by engaging in the hard work of assembling a large group of desirable properties. While
our goal is to produce a steady return and pay a sustainable dividend, valuc creation is an important part
of our business plan.

One of our goals in operating this Company is to be as transparent as possible. Hopefully, by providing
insight into our acquisition process we have taken an additional step in that direction. Going forward we
will use opportunities such as this letter to communicate with you regarding other aspects of Inland
Diversified. We look forward to a vibrant year in 2011 and welcome your comments and suggestions on
any aspect of Inland Diversified.

Sincerely,

INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

bbeits ) R A R

Robert D. Parks Barry L. Lazarus
Chairman of the Board President and Chief Operating Officer
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"PART I
. Item 1. Business
' General

Inland Diversified Real Estate Trust, Inc. (which we refer to herein as the “Company,” “we,” “our” or “us”) was incorporated in June
2008 as a Maryland corporation. We were formed to acquire and develop a diversified portfolio of commercial real estate located in
the United States and Canada. We also may invest in other real estate assets such as interests in real estate investment trusts, or
~“REITs,” or other “real estate operating companies” that own these assets, joint ventures and commercial mortgage debt. Our sponsor,
Inland Real Estate Investment Corporation, referred to herein as our “Sponsor” or “IREIC,” is a subsidiary of The Inland Group, Inc.
Various affiliates of our Sponsor are involved in our business. We are externally managed and advised by Inland Diversified Business
“Manager & Advisor, Inc. referred to herein as our “Business Manager,” a wholly owned subsidiary of our Sponsor. Our Business
“Manager is responsible for overseeing and managing our day-to-day operations. Our properties typically are managed by Inland
‘Diversified Real Estate Services LLC, Inland Diversified Asset Services LLC, Inland Diversified Leasing Services LLC and Inland
Diversified Development Services LLC, referred to collectively herein as our “Real Estate Managers,” which are indirectly controlled
by the four principals of The Inland Group.

On August 24, 2009, we commenced our initial public offering, referred to herein as the “Offering.” We are offering 500,000,000

shares of our common stock at a price equal to $10.00 per share on a “best efforts” basis. We also are offering up to 50,000,000 shares
of our common stock at a price equal to $9.50 per share to stockholders who elect to participate in our distribution reinvestment plan,
or “DRP.” The dealer manager of this Offering is Inland Securities Corporation, a wholly owned subsidiary of our Sponsor. As of
:December 31, 2010, we had issued a total of 26,120,871 shares, which includes 480,715 shares issued through our DRP. We had
“raised a total of approximately $259.5 million of gross offering proceeds as of December 31, 2010, which includes proceeds from the
‘sale of shares issued through the DRP.

~At December 31, 2010, the Company owned 25 retail properties, two office properties and one multi-family property totaling
12,432,428 square feet and 300 units, with a weighted average physical occupancy of 93% and an economic occupancy of 97%.
Economic occupancy excludes square footage associated with an earnout component. At the time of acquisition, certain properties had
an earnout component, meaning we did not pay a portion of the purchase price at closing for certain vacant spaces, although we own
the entire property. We are not obligated to pay this contingent purchase price unless certain space which was vacant at the time of
acquisition is later rented within the time limits and parameters set forth in the acquisition agreement.

Segment Data

We currently view our real estate portfolio as one business segment in accordance with accounting principles generally accepted in the
United States (“U.S. GAAP”). Accordingly. we did not report any other segment disclosures in 2010. As we acquire additional
properties in the future, we anticipate adding business segments and related disclosures when the segments become more significant.
Information related to our business segment for the year 2010 is set forth in Note 14 to our consolidated financial statements in Item 8
of this annual report on Form 10-K.

‘Tax Status

We have elected to be taxed as a REIT for federal income tax purposes under Sections 856 through 860 of the Internal Revenue Code
5f 1986, as amended (the “Internal Revenue Code™) beginning with the tax year ended December 31, 2009. Because we qualify for
:axation as a REIT, we generally will not be subject to federal income tax on taxable income that is distributed to stockholders. If we
fail to qualify as a REIT in any taxable year, without the benefit of certain relief provisions, we will be subject to federal (including
iy applicable alternative minimum tax) and state income tax on our taxable income at regular corporate rates.



Even if we qualify for taxation as a REIT, we may be subject to certain state and local taxes on our income, property or net worth,
respectively. and to federal income and excise taxes on our undistributed income.

Competition

We are subject to significant competition in seeking real estate investments and tenants. We compete with many third parties engaged
in real estate investment activities including other REITs, specialty finance companies, savings and loan associations, banks, mortgage
bankers, insurance companies, mutual funds, institutional investors, investment banking firms, lenders, hedge funds, governmental
bodies and other entities. Some of these competitors, including larger REITs, have substantially greater financial resources than we do
and generally enjoy significant competitive advantages that result from, among other things, a lower cost of capital and enhanced
operating efficiencies.

Employees

We do not have any employees. In addition, all of our executive officers are officers of IREIC or one or more of its affiliates and are
compensated by those entities, in part, for their service rendered to us. We do not separately compensate our executive officers for
their service as officers, nor do we reimburse either our Business Manager or Real Estate Managers for any compensation paid to
individuals who also serve as our executive officers, or the executive officers of our Business Manager or its affiliates or our Real
Estate Managers; provided that, for these purposes, the secretaries of our Company and the Business Manager are not considered
“executive officers.”

Conflicts of Interest Policies
Our governing documents require a majority of our directors to be independent.

We may not engage in certain transactions with entities sponsored by, or affiliated with, IREIC unless a majority of our board of
directors, including a majority of our independent directors, finds the transaction to be fair and reasonable and on terms no less
favorable to us than those from an unaffiliated party under the same circumstances. Our board has adopted a policy prohibiting us
from engaging in the following types of transactions with IREIC-affiliated entities:

o purchasing real estate assets from, or selling real estate assets to, any IREIC-affiliated entities (this excludes
circumstances where we have entered into an agreement for services with an entity affiliated with IREIC, such as Inland
Real Estate Acquisitions, Inc. (IREA”), who from time to time may enter into a purchase agreement to acquire a property
and then assigns the purchase agreement to us);

«  making loans to, or borrowing money from, any IREIC-affiliated entities (this excludes expense advancements under
existing agreements and the deposit of monies in any banking institution affiliated with IREIC); and

+  investing in joint ventures with any IREIC-affiliated entities.

This policy does not impact agreements or relationships between us and IREIC and its affiliates that relate to the day-to-day
management of our business or our Offering.

Environmental Matters

As an owner of real estate, we are subject to various environmental laws, rules and regulations adopted by various governmental
bodies or agencies. Compliance with these laws, rules and regulations has not had a material adverse effect on our business, assets, or
results of operations, financial condition and ability to pay distributions. We do not believe that our existing portfolio as of
December 31, 2010 will require us to incur material expenditures to comply with these laws and regulations.



Executive Officers
" The following sets forth certain information with regard to our executive officers as of December 31, 2010:
‘Robert D. Parks, 67, has been our chairman of the board and director since our formation.

Barry L. Lazarus, 64, has been our president and chief operating officer since May 2009.

Cathleen M. Hrtanek, 34, has been our secretary since our formation.

Steven T. Hippel, 39, has been our treasurer and chief accounting officer since November 2009.

Roberta S. Matlin, 66, has been our vice president since our formation.

»Access to Company Information

We electronically file our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and all

amendments to those reports with the Securities and Exchange Commission (“SEC”). The public may read and copy any of the reports

that are filed with the SEC at the SEC’s Public Reterence Room at 100 F Street, NE, Washington, DC 20549. The public may obtain

information on the operation of the Public Reference Room by calling the SEC at (800)-SEC-0330. The SEC maintains an Internet site
“at www.sec.gov that contains reports, proxy and information statements and other information regarding issuers that file
“electronically.

- We make available, free of charge, by responding to requests addressed to our customer relations group, the Annual Report on Form

210-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and all amendments to those reports on our website,

~www.inlanddiversified.com. These reports are available as soon as reasonably practicable after such material is electronically filed or
furnished to the SEC.

.Certifications

We have filed with the SEC the certifications required pursuant to Section 302 of the Sarbanes-Oxley Act of 2002, which are attached
as Exhibits 31.1 and 31.2 to this annual report on Form 10-K.

Item 1A. Risk Factors

The factors described below represent our principal risks. Other factors may exist that we do not consider 1o be significant based on
information that is currently available or that we are not currently able to anticipate. The occurrence of any of the risks discussed
below could have a material adverse effect on our business, financial condition, results of operations and abilitv 1o pay distributions
10 our stockholders. Potential investors and our stockholders may be referred to as “vou” or “your” in this Item 14, “Risk Factors,”
section.

Risks Related to Our Business

.We have a limited operating history, and, as a company in its early stages of operations, we have incurred losses in the past and
“may continue to incur losses.

We have a limited operating history. We are subject to all of the business risks and uncertainties associated with any new business,
wincluding the risk that we will not achieve our investment objectives and that the value of an investor’s investment could decline
‘substantially. We were formed in June 2008 and, as of December 31, 2010, had acquired 25 retail properties, two office properties and

one multi-family property, and generated limited income, cash flow, funds from operations or funds from which to make distributions

‘0 our stockholders. In addition, as a company in its early stages of operations, we have incurred losses since our inception and we

nay continue to incur losses. As a result, we cannot assure you that, in the future, we will be profitable or that we will realize growth

n the value of our assets.



There is no public market for our shares, and stockholders may not be able to sell their shares.

There is no established public market for our shares and no assurance that one may develop. Our charter does not require our directors
to seck stockholder approval to liquidate our assets by a specified date, nor does our charter require our directors to list our shares for
trading by a specified date. We do not expect that our shares will be listed for trading on a national securities exchange in the near
future, if ever. Our board will determine when, and if, to apply to have our shares of common stock listed for trading on a national
securities exchange. subject (o satisfying existing listing requirements. Our board does not anuupfttc evaluating a listing on a national
sccurities exchange until at least 2014, Further, our charter limits any person or group from owning more than 9. 8% in value of our
outstanding stock or more than 9.8% in value or in number of shares, whichever is more restrictive, of our outstanding common stock
without prior approval of our board. These restrictions may inhibit a stockholder’s ability to sell his or her shares.

Our share repurchase program may be amended, suspended or terminated by our board of directors.

Our board of directors, in its sole discretion, may amend, suspend (in whole or in part), or terminate our share repurchase program.
Further, our board reserves the right in its sole discretion to change the repurchase prices or reject any requests for repurchases. Any
amendments to, or suspension or termination of, the share repurchase program may restrict or eliminate a stockholder’s ability to have
us repurchase his or her shares and otherwise prevent the stockholder from liquidating his or her investment.

The amount and timing of distributions may vary.

There are many factors that can affect the availability and timing of cash distributions paid to our stockholders such as our ability to
buy, and carn positive yields on, real estate assets, the yields on securities of other entities in which we invest, our operating expense
levels, as well as many other variables. The actual amount and timing of distributions is determined by our board of directors in its
discretion, based on its analysis of our earnings, cash flow, anticipated cash flow, capital expenditure investments and general
financial condition. Actual cash available for distribution may vary substantially from estimates. In addition, to the extent we invest in
development or redevelopment projects, or in properties requiring significant capital requirements, our ability to make distributions
may be negatively impacted, especially while we are raising capital and acquiring properties. Until we gencrate sufficient cash flow
from operations. determined in accordance with U.S. generally accepted accounting principles (“U.S. GAAP™), to fully fund
distributions. some or all of our distributions may be paid from other sources, including cash flow generated from investing activities,
including the net proceeds from the sale of our assets. Distributions reduce the amount of money available to invest in properties or
other real estate assets.

In addition. our credit agreement, dated November 1, 2010, with KeyBank National Association as administrative agent for itself fand
any other lenders which may become parties to the agreement (the “Credit Facility™), limits on our ability to pay distributions. More
specifically, without lender consent, we may not declare and pay distributions if any default under the agreement then exists or if,
beginning with our fiscal quIlC‘I ending March 31, 2011, distributions, excluding any distributions reinvested through our dlslnbtmon
reinvestment plan (“DRP”), for the then-current quarter (and beginning with our fiscal quarter ending March 31, 2012, for the past
four fiscal quarters) would exceed 95% of our funds from operations. or “FFO,” for that period. For the fiscal quarter ended
December 31, 2010, distributions did not exceed 95% of our FFO. Even if we are able to obtain lender consent to pay such
distributions, any distributions that exceed cash flows from operations or FFO will likely not be sustainable for a significant period of
time.

There is no assurance that our Business Manager will continue to charge less than it is entitled to charge in an effort to increase
cash available for distribution, or that IREIC will continue to contribute monies to fund future distributions.

From time to time, our Business Manager has waived business management fees and IREIC has contributed monies to us to fund our
distributions. For U.S. GAAP purposes, the latter monies have been treated as capital contributions from IREIC although IREIC has
not received, and will not receive, any additional shares of our common stock for these contributions. There is no assurance that our
Business Manager will continue to waive its fees or that IREIC will continue to contribute monies to fund future distributions.



We may suffer from delays in selecting, acquiring and developing suitable properties.

-Regardless of the amount of capital we raise or borrow, we may experience delays in deploying our capital into assets or in realizing a
~return on the capital we invest. The more money we raise in our Offering, the more difficult it will be to invest the net offering
proceeds promptly. We could suffer from delays in locating suitable investments as a result of competition in the relevant market.
regulatory requirements such as those imposed by the SEC which require us to provide audited financial statements and our reliance
“on our Business Manager to locate suitable investments for us at times when the management of our Business Manager is
simultaneously seeking to locate suitable investments for other IREIC-sponsored programs. Further, our investments may not yield
immediate returns. For example, properties acquired before the start of construction or during the early stages of construction typically
will not generate income for some period of time. Likewise, we may experience delays as a result of negotiating or obtaining the
-necessary purchase documentation to close an acquisition.

“We also have invested, and may continue to invest, proceeds we receive from our Offering in short-term, highly-liquid investments.
These short-term investments, although liquid, generally generate very little current yield. These yields have been and may continue to
be less than the distribution yield paid to stockholders. Further, we may use the principal amount of these investiments, and any returns
generated on these investments, to pay expenses or to acquire real estate assets instead of funding distributions with these amounts.

" Financial markets are recovering from a period of disruption and recession, and we are unable to predict if and when the economy
'will stabilize or improve.

Financial markets are recovering from a recession, which created volatile market conditions, resulted in a decrease in availability of
“business credit and led to the insolvency, closure or acquisition of a number of financial institutions. Although the economy began
“stabilizing in 2010, it remains unclear when it will fully recover to pre-recession levels. Our business is affected by market and
economic challenges experienced by the U.S. economy or real estate industry as a whole and by the local economic conditions in the
‘markets in which our propertics are located. Continued economic weakness in the U.S. economy or a new recession could affect the
‘value of our investment properties, the availability or the terms of financing and our ability to refinance any outstanding debt at

maturity. Continued challenging economic conditions also could impact the ability of certain of our tenants to enter into new leasing

transactions on terms acceptable to us or to satisfy rental payments under existing leases. All of these factors would also impact our
~ability to pay distributions to our stockholders.

The failure of any bank in wihich we deposit our funds could reduce the amount of cash we have available to pay distributions and
invest in real estate assets.

‘We have deposited our cash and cash equivalents in several banking institutions in an attempt to minimize exposure to the failure or
takeover of any one of these entities. However, the Federal Insurance Deposit Corporation. or “FDIC,” generally only insures limited
amounts per depositor per insured bank. At December 31, 2010, we had cash and cash equivalents and restricted cash deposited in
interest bearing transaction accounts at certain financial institutions exceeding these federally insured levels. If any of the banking
institutions in which we have deposited funds ultimately fails, we may lose our deposits over the federally insured levels. The loss of
our deposits could reduce the amount of cash we have available to distribute or invest.



If we internalize our management functions, our stockholders’ interests in us could be diluted, we could incur other significant
costs associated with being self-managed and we may have increased exposure to litigation as a result of internalizing our
management functions.

At some point in the future, we may consider becoming “self-managed” by internalizing the functions performed for us by our
Business Manager and Real Estate Managers, particularly if we seek to list our shares on an exchange as a way of providing our
stockholders with a liquidity event. The method by which we could internalize these functions could take many forms. We may hire
our own group of executives and other employees or we may acquire our Business Manager and Real Estate Managers or their
respective assets, including their existing workforce. The method or cost of internalizing cannot be determined or estimated at this
time. Further, if we acquired our Business Manager and Real Estate Managers, the amount and form of any consideration that we
would pay in this type of transaction could take many forms. For example, we could acquire the Business Manager and Real Estate
Managers through a merger in which we issued shares of our common stock for all of the outstanding common stock or assets of these k
entities. Issuing shares of our common stock would reduce the percentage of our outstanding shares owned by stockholders prior to
any transaction. Further, issuing promissory notes could reduce our net income, cash flow from operations and our ability to pay
distributions, particularly if internalizing these functions does not produce cost savings. Any internalization transaction could result in
significant payments to the owners of our Business Manager and Real Estate Managers. The three self-administered REITs previously
sponsored by IREIC, Inland Real Estate Corporation, Inland Retail Real Estate Trust, Inc. and Inland Western Retail Real Estate
Trust, Inc. (“Inland Western™), paid, in the form of issuance of shares, approximately $68 million, $197 million and $375 million,
respectively, to acquire their respective business managers and real estate managers. In addition, there is no assurance that
internalizing our management functions will prove to be beneficial to us and our stockholders. For example, we may not realize the
perceived benefits or we may not be able to properly integrate a new staff of managers and employees or we may not be able to
effectively replicate the services provided previously by our Business Manager, Real Estate Managers or their affiliates. In addition,
we may not be able to effect an internalization plan that enables us to retain all of the persons performing services for our Business
Manager or Real Estate Managers and their affiliates or to maintain a relationship with IREIC.

Internalization transactions have also, in some cases. been the subject of litigation. For example, Inland Western and IREIC were
defendants to a lawsuit, subsequently settled, filed in connection with Inland Western’s internalization transaction, and incurred costs
associated with this litigation. Thus, even if the claims in a lawsuit are without merit, we could be forced to spend significant amounts
of money defending these claims which would reduce the amount of funds available for us to invest in real estate assets or to pay
distributions.

If we are unable to retain the persons performing services for our Business Manager and Real Estate Mangers and their affiliates,
our ability to conduct our business may be adversely affected.

We rely on persons performing services for our Business Manager and Real Estate Managers to manage our day-to-day operations.
Some of these persons, including Mr. Parks, Mr. Lazarus, Ms. Gujral and Ms. Matlin, are employed by IREIC or its affiliates, and
may provide services to one or more other investment programs sponsored by IREIC, and do not have employment agreements with
our Business Manager or Real Estate Managers. [f any of the other programs sponsored by or affiliated with IREIC hires the persons
currently performing services for our Business Manager and Real Estate Managers and their affiliates, including as a result of an
internalization transaction by that other program, we would likely not allow these persons to perform services for us. In addition, if
either Mr. Lazarus or Mr. Parks failed to continue to be active in our management prior to any merger between us and the Business
Manager, it could, among other things. result in a default under our Credit Facility unless a suitable replacement is found. A default
under our Credit Facility could result in an acceleration of the maturity date of advances under the Credit Facility.



Stockholders’ returns may be reduced if we are required to register as an investment company under the Investment Company Act.

The company is not registered, and does not intend to register itself or any of its subsidiaries, as an investment company under the
Investment Company Act. If we become obligated to register the company or any of its subsidiaries as an investment company, the
registered entity would have to comply with a variety of substantive requirements under the Investment Company Act imposing,
among other things:

+ limitations on capital structure;
«  restrictions on specified investments;
»  prohibitions on transactions with affiliates; and

- compliance with reporting, record keeping, voting, proxy disclosure and other rules and regulations that would
significantly change our operations.

The company intends to continue conducting its operations, directly and through wholly or majority-owned subsidiaries, so that the

company and each of its subsidiaries are exempt from registration as an investment company under the Investment Company Act.

Under Section 3(a)(1)(A) of the Investment Company Act, a company is not deemed to be an “investment company’” if it neither is,

nor holds itself out as being, engaged primarily, nor proposes to engage primarily, in the business of investing, reinvesting or trading

in securities. Under Section 3(a)(1)(C) of the Investment Company Act, a company is not deemed to be an “investment company” if it
- neither is engaged, nor proposes to engage, in the business of investing, reinvesting, owning, holding or trading in securities and does

not own or propose to acquire “investment securities” having a value exceeding 40% of the value of its total assets on an
sunconsolidated basis, which we refer to as the “40% test.”

As of the date of this report, the company and all of its wholly and majority-owned subsidiaries are not considered investment
companies under either Section 3(a)(1)(A) or Section 3(a)(1)(C) of the Investment Company Act. In the event that the company or any
of its wholly or majority-owned subsidiaries would ever inadvertently fall within one of the definitions of “investment company,” we
intend to rely on the exception provided by Section 3(c)(5)(C) of the Investment Company Act.

Under Section 3(c)(5)(C), the SEC staff generally requires the company to maintain at least 55% of its assets directly in qualifying
assets to qualify for this exception. Mortgage-backed securities may or may not constitute such qualifying assets, depending on the
characteristics of the mortgage-backed securities, including the rights that we have with respect to the underlying loans. The
company’s ownership of mortgage-backed securities, therefore, is limited by provisions of the Investment Company Act and SEC
staff interpretations.

The method we use to classify our assets for purposes of the Investment Company Act is based in large measure upon no-action
positions taken by the SEC staff in the past. These no-action positions were issued in accordance with factual situations that may be
substantially different from the factual situations we may face, and a number of these no-action positions were issued more than ten
years ago. No assurance can be given that the SEC staff will concur with our classification of our assets. In addition, the SEC staff
may, in the future, issue further guidance that may require us to re-classify our assets for purposes of qualifying for exemption from
regulation under the Investment Company Act. If we are required to re-classify our assets, we may no longer be in compliance with
- the exemption from the definition of an “investment company” provided by Section 3(c)(5)(C) of the Investment Company Act.

A change in the value of any of our assets could cause us to fall within the definition of “investment company” and negatively affect
our ability to maintain our exemption from regulation under the Investment Company Act. To avoid being required to register the
company or any of its subsidiaries as an investment company under the Investment Company Act, we may be unable to sell assets we
would otherwise want to sell and may need to sell assets we would otherwise wish to retain. In addition, we may have to acquire
additional income- or loss-generating assets that we might not otherwise have acquired or may have to forgo opportunities to acquire
interests in companies that we would otherwise want to acquire and would be important to our investment strategy.



If we were required to register the company as an investment company but failed to do so, we would be prohibited from engaging in
our business, and criminal and civil actions could be brought against us. In addition, our contracts would be unenforceable unless a
court required enforcement, and a court could appoint a receiver to take control of us and liquidate our business.

We may be subject to additional visks if we make investments in Canada.

We may purchase real estate assets located in Canada, and may make or purchase mortgage, bridge, mezzanine or other loans or
participations in these loans made by a borrower located in, or secured by property located in, Canada. To the extent that we invest in
real estate assets located in Canada, in addition to risks inherent in domestic real estate investments, we also will be subject to
fluctuations in foreign currency exchange rates and the uncertainty of foreign laws and markets including, but not limited to,
unexpected changes in regulatory requirements, difficulties in managing international operations, currency exchange controls,
potentially adverse tax consequences, additional accounting and control expenses and the administrative burden associated with
complying with a wide variety of foreign laws. Changes in foreign currency exchange rates may adversely impact the fair values and
earnings streams of our international holdings and therefore the returns on our non-dollar denominated investments. To the extent that
we make real property investments in Canada, we will be subject to changes in the value of the Canadian Dollar relative to the value -
of the U.S. Dollar. Although we may hedge our foreign currency risk, we may not be able to do so successfully and may incur losses
on these investments as a result of exchange rate fluctuations. In addition, if our REIT status is not recognized in Canada, any income
or gains from Canadian sources may be subject to foreign taxation, withholding taxes, transfer taxes and value added taxes.

Risks Related to Investments in Real Estate
There are inherent risks with real estate investinents.

Investments in real estate assets are subject to varying degrees of risk. For example, an investment in real estate cannot generally be
quickly converted to cash, limiting our ability to promptly vary our portfolio in response to changing economic, financial and
investment conditions. Investments in real estate assets also are subject to adverse changes in general economic conditions which, for
example, reduce the demand for rental space.

Among the factors that could impact our real estate assets and the value of an investment in us are:

= local conditions such as an oversupply of space or reduced demand for real estate assets of the type that we seek to acquire,
including, with respect to any lodging properties we may acquire, quick changes in supply of and demand for rooms that
are rented or leased on a day-to-day basis;

o inability to collect rent from tenants;
e vacancies or inability to rent space on favorable terms;
= inflation and other increases in operating costs, including insurance premiums, utilities and real estate taxes;

increases in energy costs or airline fares or terrorist incidents which impact the propensity of people to travel and therefore
impact revenues from any lodging properties we may acquire, especially because operating costs cannot be adjusted as
quickly;

o adverse changes in the federal, state or local laws and regulations applicable to us, including those affecting rents, zoning, 3 ‘
prices of goods, fuel and energy consumption, water and environmental restrictions;

o the relative illiquidity of real estate investments;

s changing market demographics;



°  an inability to acquire and finance properties on favorable terms, if at all;
o acts of God, such as earthquakes, floods or other uninsured losses; and

e changes or increases in interest rates and availability of financing.

[n addition, periods of economic slowdown or recession, or declining demand for real estate, or the public perception that any of these
svents may occur, could result in a general decline in rents or increased defaults under existing leases.

We depend on tenants for the majority of our revenue from real property investments, and lease terminations or the exercise of any
.zo-tenancy rights could have an adverse effect.

“Defaults on lease payment obligations by our tenants would cause us to lose the revenue associated with the relevant lease. If these
lefaults become significant, we will be forced to use other funds to make payments on the mortgage indebtedness secured by the
mpacted property to prevent a foreclosure action. If a tenant defaults, we may experience delays in enforcing our rights as a landlord
ind may incur substantial costs in protecting our investment. [n addition, if a tenant at one of our “single-user facilities,” properties
lesigned or built primarily for a particular tenant or a specific type of use, fails to renew its lease or defaults on its lease obligations,
we may not be able to readily market a single-user facility to a new tenant, if at all, without making substantial capital improvements

*or incurring other significant re-leasing costs.

“urther, with respect to our retail properties, we may enter into leases containing co-tenancy provisions. Co-tenancy provisions may
“illow a tenant to exercise certain rights if, among other things, another tenant fails to open for business, delays its opening or ceases to
yperate, or if a percentage of the property’s gross leasable space or a particular portion of the property is not leased or subsequently
ecomes vacant. A tenant exercising co-tenancy rights may be able to abate minimum rent, reduce its share or the amount of its
vayments of common area operating expenses and property taxes or cancel its lease.

Zontinued vacancy rates for certain classes of real estate assets resulting from the recent economic downturn and disruption in the
inancial markets could adversely affect the value of assets we acquire.

The U.S. economy is emerging from a severe recessionary contraction, which resulted in increased vacancy rates for certain classes of
:ommercial property, including office, retail and industrial properties, due to increased tenant delinquencies and defaults under leases,
renerally lower demand for rentable space, as well as potential oversupply of rentable space. Business failures and downsizings have
ed to reduced demand for office and industrial space and reduced consumer demand for retail products and services, which has led to
“educed demand for retail space. In addition, declines in corporate travel budgets and consumer demand due to adverse general
»conomic conditions, such as declines in U.S. GDP, risks affecting or reducing travel patterns, lower consumer confidence or adverse
wolitical conditions lowered the revenues and profitability of hotel properties and therefore the net operating profits of the lessees.

f economic conditions do not fully recover to pre-recession levels or result in a further downturn, we may be required to increase

-oncessions, tenant improvement expenditures or reduce rental rates to maintain occupancies beyond those anticipated at the time we

cquired the properties, and the value of our real estate assets could decrease below the amounts we paid for them. In addition,
“evenues from properties could decrease due to lower occupancy rates, reduced rental rates and potential increases in uncollectible
“ent. Additionally, we will incur expenses, such as for maintenance costs, insurances costs and property taxes, even though a property

s vacant. The longer the period of significant vacancies for a property, the greater the potential negative impact on our revenues and
~esults of operations.



We may suffer adverse consequences due to the financial difficulties, bankruptcy or insolvency of our tenants.

Recent economic conditions may cause our tenants to experience financial difficulties, including bankruptcy, insolvency or a general
downturn in their business. The retail sector in particular has been, and could continue to be, adversely affected by weakness in the
national, regional and local economies, the level of consumer spending and consumer confidence, the adverse financial condition of
some large retailing companies, the ongoing consolidation in the retail sector, the excess amount of retail space in a number of
markets and increasing competition from discount retailers, outlet malls, internet retailers and other online businesses. We cannot
provide assurance that any tenant that files for bankruptcy protection will continue to pay us rent. A bankruptcy filing by, or relating
to, one of our tenants or a lease guarantor would bar efforts by us to collect pre-bankruptcy debts from that tenant or lease guarantor,
or its property, unless we receive an order permitting us to do so from the bankruptcy court. In addition, we cannot evict a tenant
solely because of bankruptcy. The bankruptey of a tenant or lease guarantor could delay our efforts to collect past due balances under
the relevant leases, and could ultimately preclude collection of these sums. If a lease is assumed by the tenant in bankruptcy, all pre-
bankruptcy balances due under the lease must be paid to us in full. If, however, a lease is rejected by a tenant in bankruptcy, we would
have only a general, unsecured claim for damages. An unsecured claim would only be paid to the extent that funds are available and
only in the same percentage as is paid to all other holders of general, unsecured claims. Restrictions under the bankruptcy laws further
limit the amount of any other claims that we can make if a lease is rejected. As a result, it is likely that we would recover substantially
less than the full value of the remaining rent during the term.

Actions of our joint venture partners could negatively impact our performance.

As of December 31, 2010, we had entered into one joint venture with a third party, and may enter into additional joint ventures in the
future. We are not, and generally do not expect to be, in a position to exercise sole decision-making authority regarding the property,
partnership, joint venture or other entity in such joint venture investments. Consequently, our joint venture investments may involve
risks not otherwise present with other methods of investment in real estate. For example, our co-member, co-venturer or partner may
have economic or business interests or goals which are or which become inconsistent with our business interests or goals, and we and
our venture partner may not agree on all proposed actions to certain aspects of the venture. We also face the risk that our venture
partners may become bankrupt, which would mean that we and any other remaining venture partners may remain liable for the joint
venture’s liabilities, and the risk that that our partners may fail to fund their share of any required capital contributions, which could
result in us having to contribute that capital. In addition, relationships with venture partners are contractual in nature. These
agreements may restrict our ability to sell our interest when we desire or on advantageous terms and, on the other hand, may be
terminated or dissolved under the terms of the agreements and, in each event, we may not continue to own or operate the interests or
assets underlying the relationship or may need to purchase these interests or assets at an above-market price to continue ownership.

Recent economic trends may increase the likelihood of a commercial developer defaulting on its obligations with respect to a
development project or becoming bankrupt or insolvent.

We may enter into projects that are in various stages of pre-development and development. Recent economic trends have increased th
risk that development projects will fail. The developers of the projects in which we may invest may be exposed to risks not only with
respect to our projects, but also other projects in which they may be involved. Default by a developer in respect of one of our
development project investments, or the bankruptcy, insolvency or other failure of a developer of one of these projects, may require u
to assume the senior loan, fund beyond what we are contractually obligated to fund, take over development of the project, find anothe:
developer for the project, or sell our interest in the project. Attempts to limit our capital obligations may be unsuccessful. Developer
failures could delay efforts to complete or sell the development project and could ultimately preclude us from realizing a return on ow
investment. These events could cause a decrease in the value of our development assets and compel us to seek additional sources of
liquidity, which may or may not be available, in order to hold and complete the development project. We cannot provide assurance
that we would be able to complete the development on terms as favorable as when we first entered into the project.
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Two of our tenants generated a significant portion of our revenue, and rental payment defaults by these significant tenants could
adversely affect our results of operations.

As of December 31, 2010, approximately 13% and 9% of our consolidated annualized base rental revenue was generated by Kohl's
Department Stores, Inc. (“Kohl’s™) and Publix Super Markets, Inc. (“Publix™), respectively. As a result of the concentration of revenue
‘generated from Kohl’s and Publix. if either of these tenants was to cease paying rent or fulfilling its other monetary obligations, we
could have significantly reduced rental revenues or higher expenses until the defaults were cured or the properties that it leases were
leased to a new tenant or tenants. In addition, there is no assurance that the properties could be re-leased on similar or better terms.

Geographic concentration of our portfolio may make us particularly susceptible to adverse economic developments in the real
2state markets of those areas.

As of December 31, 2010, approximately 45% and 12% of our consolidated annualized base rental revenue of our consolidated
sortfolio was generated by properties located in the States of Florida and Louisiana, respectively. Accordingly, our rental revenues
ind property operating results are likely to be impacted by economic changes affecting these states. This geographic concentration
iso exposes us to risks of oversupply and competition in these real estate markets.

We may be restricted from re-leasing space at our retail properties.

n the case of leases with retail tenants, the majority of the leases contain provisions giving the particular tenant the exclusive right to
sell particular types of merchandise or provide specific types of services within the particular retail center. These provisions may limit
-he number and types of prospective tenants interested in leasing space in a particular retail property.

Acquiring or attempting to acquire multiple properties in a single transaction may adversely affect our operations.

“rom time to time, we acquire multiple properties in a single transaction. Portfolio acquisitions typically are more complex and
“xpensive than single property acquisitions, and the risk that a multiple-property acquisition does not close may be greater than in a
single-property acquisition. Portfolio acquisitions may also result in us owning investments in geographically dispersed markets,
olacing additional demands on our Business Manager and Real Estate Managers in managing the properties in the portfolio. In
wldition, a seller may require that a group of properties be purchased as a package even though we may not want to purchase one or
nore properties in the portfolio. In these situations, if we are unable to identify another person or entity to acquire the unwanted
roperties, we may be required to operate or attempt to dispose of these properties. We also may be required to accumulate a large
1mount of cash to fund such acquisitions. We would expect the returns that we earn on such cash to be less than the returns on real
woperty. Therefore, acquiring multiple properties in a single transaction may reduce the overall yield on our portfolio.

f'we acquire lodging or healthcare-related properties, we will depend on third-parties to manage those facilities.

n order to maintain our REIT qualification, we will not be able to operate any lodging or healthcare-related properties that we acquire
r participate in the decisions affecting the daily operations of these properties. We will lease any lodging and healthcare-related
roperties we acquire to a taxable REIT subsidiary, or “TRS,” in which we may own up to a 100% interest. Our TRS will enter into
nanagement agreements with eligible independent contractors that are not our subsidiaries or otherwise controlled by us to manage
‘hese properties. Thus, independent operators, under management agreements with our TRS, will control the daily operations of our
dging and healthcare-related properties.
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We will depend on these independent management companies to operate our lodging and healthcare-related properties. We will not
have the authority to require these properties to be operated in a particular manner or to govern any particular aspect of the daily
operations, such as establishing room rates at our lodging properties. Thus, even if we believe our lodging or healthcare-related
properties are being operated inefficiently or in a manner that does not result in satisfactory results, we may not be able to force the
management company to change its method of operation of these properties. We can only seek redress if' a management company
violates the terms of the applicable management agreement with the TRS, and then only to the extent of the remedies provided for
under the terms of the management agreement. In the event that we need to replace any management company, we may be required by
the terms of the management agreement to pay substantial termination fees and may experience significant disruptions at the affected
propertics.

Franchise agreements may limit our flexibility.

Any lodging propertics thal we acquire will be operated pursuant to franchise or license agreements with nationally recognized hotel
brands. These franchise agreements may contain specific standards for, and restrictions and limitations on, the operation and
maintenance of our propertics. We do not know whether those limitations may conflict with our ability to create specific business
plans tailored to cach property and to each market.

The standards may change over time, in some cases at the direction of the franchisor, and may restrict our TRS’s ability. as franchisee,
to make improvements or modifications to a property without the consent of the franchisor. In addition, compliance with the standards
could require us or our TRS, as franchisee, to incur significant expenses or capital expenditures. Action or inaction on our part, or by
our TRS, could result in a breach of those standards or other terms and conditions of the franchise agreements and could result in the
loss or cancellation of a franchise license.

In connection with terminating or changing the franchise affiliation of a lodging property. we may be required to incur significant
expenses or capital expenditures. Moreover, the loss of a franchise license could have a material adverse effect upon the operations or
the underlying value of the property covered by the franchise because of the loss of associated name recognition, marketing support
and centralized reservation systems provided by the franchisor.

The lodging industry is seasonal.

The lodging industry is seasonal in nature. Generally, occupancy rates and hotel revenues are greater in the second and third quarters
than in the {irst and fourth quarters. As a result of the seasonality of the lodging industry, there will likely be quarterly fluctuations in
results of operations of any lodging properties that we may own. Quarterly financial results may be adversely affected by factors
outside our control.

The lodging market is highly competitive and generally subject to greater volatility than other market segments in whicl we may
invest.

The lodging business is highly competitive and influenced by factors such as location, room rates and quality, service levels,
reputation and reservation systems, among many other factors. There are many competitors in this market, and these competitors may
have substantially greater marketing and financial resources than those available to us. This competition, along with other factors,
such as over-building in the lodging industry and certain deterrents to traveling, may increase the number of rooms available and may
decrease the average occupancy and room rates of our lodging properties. The demand for rooms at any lodging properties that we
may acquire will change much more rapidly than the demand for space at other properties that we acquire.
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The healthcare industry is heavily regulated and existing and new laws or regulations, changes to existing laws or regulations, loss
“of licensure or failure to obtain licensure could result in the inability of tenants at our healthcare-related facilities to make lease
payments to us.

We intend to invest in medical office buildings and healthcarc-related facilitics. The healthcare industry is highly regulated by federal.
state and local Taws, and is directly affected by federal conditions of participation, state licensing requirements, facility inspections,
state and federal reimbursement policies, regulations concerning capital and other expenditures, certification requirements and other
laws, regulations and rules. In addition, healthcare facilities are subject to regulatory approvals not required for other types of real
estate. Sanctions for failure to comply with these regulations and laws include, but are not limited to, loss of or inability to obtain
licensure. fines and loss of or inability to obtain certification to participate in the Medicare and Medicaid programs, as well as
potential criminal penalties. The failure of any tenant to comply with these laws, requirements and regulations could affect its ability

“to establish or continue its operation of the facility or facilities and could adversely affect the tenant’s ability to make lease payments
“to us. In addition, restrictions and delays in transferring the operations of healthcare facilities, in obtaining new third-party payor
contracts. including Medicare and Medicaid provider agreements, and in receiving licensure and certification approval from
appropriate state and federal agencies by new tenants may affect our ability to terminate lease agreements, remove tenants that violate
Jease terms and replace existing tenants with new tenants at these facilities. Furthermore, these matters may affect new tenants’ ability
to obtain reimbursement for services rendered. which could adversely affect their ability to pay rent to us and to pay principal and
interest on their loans from us.

Reductions in reimbursement from third-party payors, including Medicare and Medicaid, could adversely affect the profitability of
tenants at any healthcare-related facilities that we may acquire, and hinder their ability to make rent payments to us.

“Sources of revenue for tenants and operators at any healthcare-related facilities that we may acquire may include the federal Medicare
program, state Medicaid programs, private insurance carriers and health maintenance organizations, among others. Efforts by these
payors to reduce healthcare costs will likely continue, which may result in reductions or slower growth in reimbursement for certain
services provided by some of these tenants. In addition, the failure of any of our tenants to comply with various laws and regulations
zould jeopardize their ability to continue participating in Medicare, Medicaid and other government-sponsored payment programs.

I'he healthcare industry continues to face various challenges, including increased government and private payor pressure on healthcare
aroviders to control or reduce costs. We believe that tenants at healthcare-related facilities will continue to experience a shift in payor
mix away from fee-for-service payors, resulting in an increase in the percentage of revenues attributable to managed care payors,
sovernment payors and general industry trends that include pressures to control healthcare costs. Pressures to control healthcare costs
and a shift away from traditional health insurance reimbursement have resulted in an increase in the number of patients whose
nealthcare coverage is provided under managed care plans, such as health maintenance organizations and preferred provider
srganizations. In addition, due to the aging of the population and the expansion of governmental payor programs, we anticipate that
‘here will be a marked increase in the number of patients reliant on healthcare coverage provided by governmental payors. These
shanges could have a material adverse effect on the financial condition of tenants at our healthcare-related facilities.

Tenants of any medical office buildings and healthcare-related facilities that we may acquire may be subject to significant legal
action that could subject them to increased operating costs and substantial uninsured liabilities, which may affect their ability to
vy their rent payments to us.

Certain types of tenants of medical office buildings and healthcare-related facilities may often become subject to claims that their
services have resulted in patient injury or other adverse effects. The insurance coverage maintained by these tenants may neither cover
Al claims made against them nor continue to be available at a reasonable cost, if at all. In some states, insurance coverage for the risk
»f punitive damages arising from professional liability and general liability claims or litigation may not, in certain cases, be available
lue to state law.,
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Tenants in these states may be liable for punitive damage awards that are either not covered or that exceed their insurance policy
limits. We also believe that there has been, and will continue to be, an increase in governmental investigations of certain healthcare
providers, particularly in the area of Medicare/Medicaid false claims. as well as an increase in enforcement actions resulting from
these investigations. Insurance is not typically available to cover these losses. Any adverse determination in a legal proceeding or
governmental investigation, whether currently asserted or arising in the future, could have a material adverse effect on a tenant’s
financial condition. If a tenant is unable to obtain or maintain insurance coverage, if judgments exceed their insurance coverage, if a
tenant is required to pay uninsured punitive damages, or if a tenant is subject to an uninsurable government enforcement action, the
tenant could be exposed to substantial additional liabilities, which may affect the tenants ability to pay rent.

Delays in collecting accounts receivable by tenants at any healthcare-related facilities that we may acquire could adversely affect
their cash flows and financial condition and their ability to meet their obligations fto us.

Billing and collection of accounts receivable by our tenants at healthcare-related facilities are subject to the complex regulations that
govern Medicare and Medicaid reimbursement and rules imposed by non-government payors. If these tenants fail to bill and collect on
a timely basis in accordance with these regulations and rules, they could be subject to payment delays that could negatively impact
their cash flows and ultimately their financial condition and their ability to meet their obligations to us.

Short-ternt leases may expose us to the effects of declining market rent.

Certain types of the properties we may own, such as multi-family properties, typically have short term leases with tenants. There is no
assurance that we will be able to renew these leases as they expire or attract replacement tenants on comparable terms, if at all.

We may be exposed to the annual leasing cycle of student housing properties, changing university admission and housing policies,
and other risks inherent in the student housing industry.

Student housing properties must be almost entirely re-leased each year. Thus, if we acquire this type of property, we will be exposed
to increased leasing risk. These facilities are highly dependent on the effectiveness of their marketing and leasing efforts and personnel
during the late summer and early fall re-leasing season. Changes in university admission policies can also adversely affect student
housing properties, such as requirements that freshman, or other classes of students, live in a university-owned facility, resulting in
lower occupancy rates for other facilities. Additionally, many colleges and universities own and operate their own competing on-
campus housing, offering better proximity to the campus and on-campus facilities. Colleges and universities can generally avoid real
estate taxes and borrow funds at lower interest rates than us, thereby enabling them to offer lower rental rates than competing facilities
and negatively impacting our property occupancy or rental rates. Federal and state requirements to publish reports of crime or other
negative publicity regarding the safety of the students residing on, or near, our student housing properties may have an adverse effect
on the operations of these types of properties.

We may be subject to additional risks if we invest in public infrastructure assefs.

An investment in us may be subject to additional risks if we invest in public infrastructure assets. Public infrastructure assets are
subject to different operating risks than more traditional investments in real properties. These risks include, but are not limited to:

°  operational problems or supply disruption at a facility;

° disruptions caused by significant catastrophic events, such as major plant breakdowns, pipeline or electricity line ruptures,
or other disasters;

> the imposition of special tarifls and changes in tax laws, regulatory policies and accounting standards;
¢ achange in the number of users who use the assets, which could negatively impact our profitability; and

e general changes in market sentiment towards infrastructure assets.
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Moreover, acquiring infrastructure assets often involves an ongoing commitment to a governmental agency. The nature of these
commitments exposes the owners of infrastructure assets to a higher level of regulatory control and risk than typically imposed on
other businesses or real estate assets. Cash flows from these assets may be disrupted or altered by an adverse change in regulation by
various government authorities, including regulation of rates charged to customers.

In addition, specific infrastructure assets may face completely unique risks. For example, in the case of private toll roads, there are
risks relating to improper grading, improper lane design and improper access. States and the federal government generally do not face
suits relating to these factors because of the doctrine of sovereign immunity, which would not apply to a private toll road operator.
Thus, absent specific protective legislation, any person injured on a private toll road may sue the toll road owner. As another example,
correctional facilities entail heightened risks associated with fire safety (due to prisoner incarceration and the inability to quickly exit a
‘burning facility), design (prison population control issues and non-inmate safety), and potentially high construction costs associated

“with security features. Additionally, government agencies are the only likely lessees, thus reducing the competitive pressures for high
lease rates. Also potentially affecting lease rates would be demand for cells, which could decline dramatically because of a variety of
factors, most particularly the crime rate, but also factors such as prison sentence guidelines and parole policies.

We will not own or control the land in any ground lease properties that we may acquire.

‘We may acquire property on land owned by a governmental entity or other third party, while we own a leasehold, permit, or similar
‘interest. This means that while we have a right to use the property, we do not retain fee ownership in the underlying land.
Accordingly, we will have no economic interest in the land or building at the expiration of the ground lease or permit. As a result, we
“will not share in any increase in value of the land associated with the underlying property. Further, because we do not control the
“underlying land, the lessor could take certain actions to disrupt our rights in the property or our tenants’ operation of the properties or
the case of'a governmental entity, take the property in an eminent domain proceeding.

We may be unable to sell assets if or when we decide to do so.

Maintaining our REIT qualification and continuing to avoid registration under the Investment Company Act as well as many other
factors, such as general economic conditions, the availability of financing, interest rates and the supply and demand for the particular
asset type, may limit our ability to sell real estate assets. These factors are beyond our control. We cannot predict whether we will be
able to sell any real estate asset on favorable terms and conditions, if at all, or the length of time needed to sell an asset.

{f we sell properties by providing financing to purchasers, we will bear the risk of default by the purchaser.

We may, from time to time, sell a property or other asset by providing financing to the purchaser. There are no limits or restrictions on
our ability to accept purchase money obligations secured by a mortgage as payment for the purchase price. The terms of payment to us
will be affected by custom in the area where the property being sold is located and then-prevailing economic conditions. If we receive
oromissory notes or other property in lieu of cash from property sales, the distribution cf the proceeds of sales to our stockholders, or
-einvestment in other properties, will be delayed until the promissory notes or other property are actually paid, sold, refinanced or
stherwise disposed. In some cases, we may receive initial down payments in cash and other property in the year of sale in an amount
‘ess than the selling price and subsequent payments will be spread over a number of years. We will bear the risk of default by the
“surchaser and may incur significant litigation costs in enforcing our rights against the purchaser.
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Sale leaseback transactions may be recharacterized in a manner unfavorable to us.

We may from time to time enter into a sale leaseback transaction where we purchase a property and then lease the property to the
seller. The transaction may, however, be characterized as a financing instead of a sale in the case of the seller’s bankruptcy. In this
case, we would not be treated as the owner of the property but rather as a creditor with no interest in the property itself. The seller may
have the ability in a bankruptcy proceeding to restructure the financing by imposing new terms and conditions. The transaction also
may be recharacterized as a joint venture. In this case, we would be treated as a joint venturer with liability, under some
circumstances, for debts incurred by the seller relating to the property.

An increase in real estate taxes may decrease our income from properties.

From time to time the amount we pay for property taxes will increase as either property values increase or assessment rates are
adjusted. Increases in a property’s value or in the assessment rate will result in an increase in the real estate taxes due on that property.
If we are unable to pass the increase in taxes through to our tenants, our net operating income for the property will decrease.

CC&Rs may restrict our ability to operate a property.

We may acquire properties that are contiguous to other parcels of real property, comprising part of the same commercial center. These
properties may be subject to significant covenants, conditions and restrictions, known as “CC&Rs,” that restrict our operation of these
properties and any improvements on these properties, and our ability to grant easements on such properties. Moreover, the operation
and management of contiguous properties may impact those properties. Compliance with CC&Rs may adversely affect our operating
costs.

Uninsured losses or premiums for insurance coverage may adversely affect stockholder returns.

The nature of the activities at certain properties we may acquire will expose us and our tenants or operators to potential liability for
personal injuries and, in certain instances, property damage claims. In addition, there are types of losses, generally catastrophic in
nature, such as losses due to wars, acts of terrorism, earthquakes, floods, hurricanes, pollution or environmental matters that are
uninsurable or not economically insurable, or may be insured subject to limitations, such as large deductibles or co-payments.
Insurance risks associated with potential terrorist acts could sharply increase the premiums we pay for coverage against property and
casualty claims. Mortgage lenders generally require property owners to purchase specific coverage insuring against terrorism as a
condition for providing mortgage, bridge or mezzanine loans. These policies may or may not be available at a reasonable cost, if at all,
which could inhibit our ability to finance or refinance our properties. In such instances, we may be required to provide other financial
support, either through financial assurances or self-insurance, to cover potential losses. We cannot provide any assurance that we will -
have adequate coverage for these losses. In the event that any of our properties incurs a casualty loss that is not fully covered by
insurance, the value of the particular asset will likely be reduced by the uninsured loss. In addition, we cannot provide assurance that
we will be able to fund any uninsured losses. '

Our operating results may be negatively affected by potential development and construction delays and the resulting increase in
costs and risks.

Investing in properties under development, including lodging properties which typically must be renovated or otherwise improved on
a regular basis, subjects us to uncertainties such as the ability to achieve desired zoning for development, environmental concerns of
governmental entities or community groups, ability to control construction costs or to build in conformity with plans, specifications
and timetables. We may have to institute legal action to compel performance, or rescind a purchase contract or construction contract if
a builder fails to perform. Construction delays could give tenants the right to terminate preconstruction leases. We may incur
additional risks when we make periodic progress payments or advance other costs to third parties prior to completing construction.
These and other factors can increase the costs of a project or cause us to lose our investment. In addition, we will be subject to normal
lease-up risks relating to newly constructed or renovated projects. Furthermore, we must rely upon projections of rental income and
expenses and estimates of fair market value upon completing construction when agreeing upon a purchase price. If our projections are
inaccurate, we may pay too much for a property.
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We may acquire properties in regions that are particularly susceptible to natural disasters.

‘Ne have acquired properties located in geographical areas, including Florida, Louisiana and Texas, that are regularly impacted by
evere storms, hurricanes, and flooding. In addition, according to some experts, global climate change could result in heightened
rricane activity, thus further impacting these geographical areas. Natural disasters in these areas may cause damage to our properties
reyond the scope of our insurance coverage, thus requiring us to make substantial expenditures to repair these properties and resulting
n a loss of revenues from these properties. Any properties located near the coast will be exposed to more severe weather than
roperties located inland. Elements such as salt water and humidity in these areas can increase or accelerate wear on the properties’
veatherproofing and mechanical, electrical and other systems, and cause mold issues over time. As a result, we may incur additional
aperating costs and expenditures for capital improvements at properties that we acquire in these areas.

-"he costs of complying with environmental laws and other governmental laws and regulations may adversely affect us.

ull real property and the operations conducted on real property are subject to federal, state and local laws and regulations relating to

nvironmental protection and human health and safety. These laws and regulations generally govern wastewater discharges, air

missions, the operation and removal of underground and above-ground storage tanks, the use, storage, treatment, transportation and

isposal of solid and hazardous materials, and the remediation of contamination associated with disposals. We also are required to
omply with various local, state and federal fire, health, life-safety and similar regulations. Some of these laws and regulations may
npose joint and several liability on tenants, owners or operators for the costs of investigating or remediating contaminated properties.
“hese laws and regulations often impose liability whether or not the owner or operator knew of, or was responsible for, the presence
‘f'the hazardous or toxic substances. The cost of removing or remediating could be substantial. In addition, the presence of these
“ubstances, or the failure to properly remediate these substances, may adversely affect our ability to sell or rent a property or to use the
‘roperty as collateral for borrowing.

nvironmental laws and regulations also may impose restrictions on the manner in which property may be used or businesses may be
‘perated, and these restrictions may require substantial expenditures by us. Environmental laws and regulations provide for sanctions

1 the event of noncompliance and may be enforced by governmental agencies or, in certain circumstances, by private parties. Third
arties may seek recovery from owners or operators of real properties for personal injury or property damage associated with exposure
» released hazardous substances. Compliance with new or more stringent laws or regulations or stricter interpretations of existing
tws may require material expenditures by us. For example, various federal, regional and state laws and regulations have been
nplemented or are under consideration to mitigate the effects of climate change caused by greenhouse gas emissions. Among other
1ings, “green” building codes may seek to reduce emissions through the imposition of standards for design, construction materials,
-ater and energy usage and efficiency, and waste management. These requirements could increase the costs of maintaining or
nproving our existing properties or developing new properties.

Yur properties may contain or develop harmful mold, which could lead to liability for adverse health effects and costs of
zimediating the problem.

he presence of mold at any of our properties could require us to undertake a costly program to remediate, contain or remove the
10ld. Mold growth may occur when moisture accumulates in buildings or on building materials. Some molds may produce airborne
“xins or irritants. Concern about indoor exposure to mold has been increasing because exposure to mold may cause a variety of
“Iverse health effects and symptoms, including allergic or other reactions. The presence of mold could expose us to liability from our
mants, their employees and others if property damage or health concerns arise.
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We may incur significant costs to comply with the Americans With Disabilities Act or similar laws.

Our properties generally are subject to the Americans With Disabilities Act of 1990, as-amended, which we refer to as the Disabilities
Act. Under the Disabilities Act, all places of public accommodation are required to comply with federal requirements related to access
and use by disabled persons. The Disabilities Act has separate compliance requirements for “public accommodations” and
“commercial facilities” that generally require that buildings and services be made accessible and available to people with disabilities.
In addition, with respect to any apartment properties, we also must comply with the Fair Housing Amendment Act of 1988, or FHAA,
which requires that apartment communities first occupied after March 13, 1991 be accessible to handicapped residents and visitors.

The requirements of the Disabilities Act or FHAA could require removal of access barriers and could result in the imposition of
injunctive relief, monetary penalties or, in some cases, an award of damages. We attempt to acquire properties that comply with the
Disabilities Act and the FHAA or place the burden on the seller or other third party, such as a tenant, to ensure compliance with these.
laws. However, we cannot provide assurance that we will be able to acquire properties or allocate responsibilities in this manner. We
may incur significant costs to comply with these laws.

A proposed change in U.S. accounting standards for leases could reduce the overall demand to lease our properties.

The existing accounting standards for leases require lessees to classify their leases as either capital or operating leases. Under a capita
Jease, both the leased asset, which represents the tenant’s right to use the property, and the contractual lease obligation are recorded o1
the tenant’s balance sheet if one of the following criteria are met: (i) the lease transfers ownership of the property to the lessee by the
end of the lease term; (ii) the lease contains a bargain purchase option; (iii) the non-cancellable lease term is more than 75% of the
useful life of the asset; or (iv) if the present value of the minimum lease payments equals 90% or more of the leased property’s fair
value. If the terms of the lease do not meet these criteria, the lease is considered an operating lease, and no leased asset or contractual
lease obligation is recorded by the tenant.

In order to address concerns raised by the SEC regarding the transparency of contractual lease obligations under the existing
accounting standards for operating leases, the U.S. Financial Accounting Standards Board (the “FASB”) and the International
Accounting Standards Board (the “TASB”) initiated a joint project to develop new guidelines to lease accounting. The FASB and
JASB (collectively, the “Boards™) issued an Exposure Draft on August 17, 2010 (the “Exposure Draft”), which proposes substantial
changes to the current lease accounting standards, primarily by eliminating the concept of operating lease accounting. As a result, a
lease asset and obligation would be recorded on the tenant’s balance sheet for all lease arrangements if the standard is finalized as
currently proposed. In addition, the Exposure Draft would impact the method in which contractual lease payments will be recorded. Ii
order to mitigate the effect of the proposed lease accounting, tenants may seek to negotiate certain terms within new lease
arrangements or modify terms in existing lease arrangements, such as shorter lease terms or fewer extension options, which would
generally have less impact on tenant balance sheets. Also, tenants may reassess their lease-versus-buy strategies. This could result in
greater renewal risk, a delay in investing our Offering proceeds, or shorter lease terms, all of which may negatively impact our
operations and ability to pay distributions. '

The Exposure Draft does not include a proposed effective date; however, the Boards currently plan to issue a final standard regarding
lease accounting in 201 1.
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Terrorist attacks and other acts of violence or war may affect the markets in which we operate, our operations and our
wofitability.

Ve may acquire real estate assets located in areas that are susceptible to attack. In addition, any kind of terrorist activity, including
errorist acts against public institutions or buildings or modes of public transportation (including airlines, trains or buses) could lessen
ravel by the public, which could have a negative effect on any of our lodging operations. These attacks may directly impact the value
f our assets through damage, destruction, loss or increased security costs. Although we may obtain terrorism insurance, we may not
e able to obtain sufficient coverage to fund any losses we may incur. Risks associated with potential acts of terrorism could sharply
acrease the premiums we pay for coverage against property and casualty claims. Further, certain losses resulting from these types of
vents are uninsurable or not insurable at reasonable costs.

“Aore generally, any terrorist attack, other act of violence or war, including armed conflicts, could result in increased volatility in, or
‘amage to, the United States and worldwide financial markets and economy. Any terrorist incident may, for example, deter people
-om traveling, which could affect the ability of our lodging properties to generate operating income and therefore our ability to pay
istributions. Additionally, increased economic volatility could adversely affect our tenants’ ability to pay rent on their leases or our
bility to borrow money or issue capital stock at acceptable prices.

Ve may have increased exposure to liabilities as a result of any participation By us in Section 1031 Exchange Transactions.

Ve may enter into transactions that qualify for like-kind exchange treatment under Section 1031 of the Internal Revenue Code,
:ferred to herein as “1031 Exchange Transactions.” Real estate acquired through a 1031 Exchange Transaction is commonly
“ructured as the acquisition of real estate owned in co-tenancy arrangements as tenants-in-common with persons (referred to as “1031
articipants™), generally held in tax pass-through entities, including single-member limited liability companies or similar entities.
hanges in tax laws may adversely affect 1031 Exchange Transactions. Owning co-tenancy interests involves risks generally not
therwise present with an investment in real estate such as:

the risk that a co-tenant may at any time have economic or business interests or goals that are or that become inconsistent
with our business interests or goals;

the risk that a co-tenant may be in a position to take action contrary to our instructions or requests or contrary to our
policies or objectives; or

the possibility that a co-tenant might become insolvent or bankrupt, which may be an event of default under mortgage
loan financing documents or allow a bankruptcy court to reject the tenants in common agreement or management
agreement entered into by the co-tenants owning interests in the property.

ctions by a co-tenant might have the result of subjecting the property to liabilities in excess of those contemplated and may have
e effect of reducing stockholder returns.

‘our interests become adverse to those of the other co-tenants in a 1031 Exchange Transaction, we may not have the contractual right
- purchase the co-tenancy interests from the other co-tenants. Even if we are given the opportunity to purchase the co-tenancy
terests, we cannot guarantee that we will have sufficient funds available to complete a purchase.

- addition, we may desire to sell our co-tenancy interests in a givc.n property at a time when the other co-tenants do not desire to sell
eir interests. Therefore, we may not be able to sell our interest in a property at the time we would like to sell. We also expect it to be
ore difficult to find a willing buyer for our co-tenancy interests in a property than it would be to find a buyer for a property we

vned outright. Further, agreements that contain obligations to acquire unsold co-tenancy interests in properties may be viewed by
stitutional lenders as a contingent liability against our cash or other assets, limiting our ability to borrow funds in the future.
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Risks Related to Investinents in Other Real Estate Assets

Through owning equity interests in REITs or other real estate operating companies that invest in real estate or real estate-related
assets, we are subject to the risks impacting each entity’s assefs.

We have invested, and may continue to invest, in real estate-related securities. Equity securities are always unsecured and
subordinated to other obligations of the issuer. Investments in real estate-related equity securities are subject to numerous risks
including: (1) limited liquidity in the secondary trading market in the case of unlisted or thinly traded securities; (2) substantial market
price volatility resulting from, among other things, changes in prevailing interest rates in the overall market or related to a specific
issuer, as well as changing investor perceptions of the market as a whole, REIT or real estate securities in particular or the specific
issuer in question; (3) subordination to the liabilities of the issuer; (4) the operation of mandatory sinking fund or call/redemption
provisions during periods of declining interest rates that could cause the issuer to redeem the securities; and (5) the possibility that
sarnings of the issuer may be insufficient to meet its debt service and distribution obligations. In addition, investments in real estate-
related securities involve special risks relating to the particular issuer of the securities, including the financial condition and business
outlook of the issuer. Issuers of real estate-related securities generally invest in real estate or real estate-related assets and are subject
to the inherent risks associated with real estate-related investments discussed herein.

Recent market conditions and the risk of continued market deterioration may reduce the value of any real estate related securities
in which we may invest.

Mortgage loans experienced delinquency, foreclosure and loss during the recent dislocations in the U.S. credit markets. These and
other related events significantly impacted the capital markets associated not only with mortgage-backed securities, asset-backed
securities and collateralized debt obligations, but also with the U.S. credit and financial markets as a whole.

Our investments in real estate related securities, including commercial mortgage-backed securities, sometimes referred to herein as
“CMBS.” expose us to the volatility of the credit markets. Any continued volatility in the credit market may continue to have a
material adverse effect on the value of our securities portfolio.

Because there may be significant uncertainty in the valuation of,, or in the stability of the value of, securities holdings, the fair values
of these investments might not reflect the prices that we would obtain if we sold these investments. Furthermore, these investments ar
subject to rapid changes in value caused by sudden developments that could have a material adverse affect on the value of these
investments.

To the extent that these volatile market conditions persist or deteriorate, they may negatively impact our ability to both acquire and

2 <
potentially sell our real estate related securities holdings at a price and on terms acceptable to us, and we may be required to recogniz
impairment charges or unrealized losses.

Our investments in mortgage, mezzanine, bridge and other loans as well as our investments in CMBS and other debt may be
affected by unfavorable real estate market conditions, which could decrease the value of those assets.

If we make, or invest in, morlgage, mezzanine or other real estate-related loans, we will be at risk of defaults by the borrowers on
those loans. These defaults may be caused by many conditions beyond our control. including interest rate levels and local and other
economic conditions affecting real estate values. We will not know whether the value of the properties ultimately securing our loans
will remain at the level existing on the date of origination. If the value of the underlying properties decreases, our risk will increase
because of the lower value of the security associated with such loans. OQur investments in CMBS and other real estate-related debt wil
be similarly affected by real estate market conditions.
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f'we make, or invest in, mortgage, mezzanine, bridge or other real estate-related loans, our loans will be subject to interest rate
Auctuations that will affect our returns as compared to market interest rates; accordingly, the value of an investment in our
‘ompany would be subject to fluctuations in interest rates.

f'we make, or invest in, fixed-rate, long-term loans and interest rates rise, the loans could yield a return that is lower than then-current
‘narket rates. If interest rates decrease, we will be adversely affected to the extent that loans are prepaid because we may not be able to
nake new loans at the higher interest rate. If we invest in variable-rate loans and interest rates decrease, our revenues will also
lecrease. For these reasons, if we invest in mortgage, mezzanine, bridge or other real estate-related loans, our returns on those loans
nd the value of an investment in us will be subject to fluctuations in interest rates.

The CMBS in which we invest are subject to all of the risks of the underlying mortgage loans and the risks of the securitization
wocess.

‘MBS are securities that evidence interests in, or are secured by, a single commercial mortgage loan or a pool of commercial
nortgage loans. Accordingly, these securities are subject to all of the risks of the underlying mortgage Joans.

n a rising interest rate environment, the value of CMBS may be adversely affected when payments on underlying mortgages do not
ceur as anticipated, resulting in the extension of the security’s effective maturity and the related increase in interest rate sensitivity of
- longer-term instrument. The value of CMBS may also change due to shifts in the market’s perception of issuers and regulatory or tax
_hanges adversely affecting the mortgage securities market as a whole. In addition, CMBS are subject to the credit risk associated with
Je performance of the underlying mortgage properties. In certain instances, third-party guarantees or other forms of credit support
~esigned to reduce credit risk may not be effective due, for example, to defaults by third party guarantors.

MBS are also subject to several risks created through the securitization process. Generally, CMBS are issued in classes or tranches
imilar to mortgage loans. To the extent that we invest in a subordinate class or tranche, we will be paid interest only to the extent that
“1ere are funds available after paying the senior class. To the extent the collateral pool includes delinquent loans, subordinate classes
Al likely not be fully paid. Subordinate CMBS are also subject to greater credit risk than those CMBS that are more highly rated.
~urther, the ratings assigned to any particular class of CMBS may prove to be inaccurate. Thus, any particular class of CMBS may be
skier and more volatile than the rating may suggest, all of which may cause the returns on any CMBS investment to be less than
nticipated.

ny morigage loans that we originate or purchase will be subject to the risks of delinquency and foreclosure.

/e may originate and purchase mortgage loans. Mortgage loans are subject to risks of delinquency and foreclosure, and risks of loss.
ypically we will not have recourse to the personal assets of our borrowers. The ability of a borrower to repay a loan secured by an
icome-producing property generally depends upon the successful operation of the property rather than upon the existence of
idependent income or assets of the borrower. If the net operating income of the property is reduced, the borrower’s ability to repay
ie loan may be impaired. A property’s net operating income can be affected by, among other things:
¢ ncreased costs, including, with respect to any lodging properties, added costs imposed by franchisors for improvements
or operating changes required, from time to time, under the franchise agreements;

> poor real estate management decisions;

= property location and condition;

»  competition {rom comparable types of properties;

= changes in specific industry segments;

¢ declines in regional or local real estate values, or occupancy rates; and

° increases in interest rates, real estate tax rates and other operating expenses.
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We will bear the risks of loss of principal to the extent of any deficiency between the value of the collateral and the principal and
accrued interest of the mortgage loan. In the event of the bankruptcy of a mortgage loan borrower, the mortgage loan to that borrower
will be deemed to be collateralized only to the extent of the value of the underlying collateral at the time of bankruptcy (as determinec
by the bankruptcy court), and the lien securing the mortgage loan will be subject to the avoidance powers of the bankruptey trustee or
debtor-in-possession to the extent the lien is unenforceable under state law. Foreclosure of a mortgage loan can be an expensive and
lengthy process that could have a substantial negative effect on our anticipated return on the foreclosed mortgage loan. We may also
be forced to foreclose on certain properties, be unable to sell these properties and be forced to incur substantial expenses to operate or
improve the property.

The mezzanine loans in which we may invest would involve greater risks of loss than senior loans secured by income-producing
real properties.

We may invest in mezzanine loans that take the form of subordinated loans secured by second mortgages on the underlying real
property or loans secured by a pledge of the ownership interests of either the entity owning the real property or the entity that owns th
entity owning the real property. These types of investments involve a higher degree of risk than if we invest in the senior mortgage
secured by income producing real property because if a borrower defaults on our mezzanine loan or debt senior to our loan, or in the
event of a borrower bankruptcy, our mezzanine loan will be satisfied only after the senior debt is satisfied. As a result, we may not
recover some or all of our investment.

The B-Notes in which we may invest may be subject to additional risks relating to the privately negotiated structure and terms of .
the transaction, which may result in losses to us.

We may invest in B-Notes, which are typically: (1) secured by a first mortgage on a single large commercial property or group of
related properties; and (2) subordinated to an A-Note secured by the same first mortgage on the same collateral. As a result, if a
borrower defaults, there may not be sufficient funds remaining for B-Note holders after payment to the A-Note holders. Since each
transaction is privately negotiated, B-Notes can vary in their structural characteristics and risks. For example, the rights of holders of
B-Notes to control the process following a borrower default may be limited in certain investments. We cannot predict the terms of
cach B-Note investment. Further, B-Notes typically are secured by a single property, and so reflect the increased risks associated witl
a single property compared to a pool of properties.

Bridge loans may involve a greater risk of loss than conventional mortgage loans.

We may provide bridge loans secured by first lien mortgages on properties to borrowers who are typically seeking short-term capital
to be used in an acquisition, development or refinancing of real estate. The borrower may have identified an undervalued asset that he
been undermanaged or is located in a recovering market. The market in which the asset is located may not recover according to the
borrower’s projections, or if the borrower fails to improve the quality of the asset’s management or the value of the asset, the borrow:
may not receive a sufficient return on the asset to satisfy the bridge loan, and we may not recover some or all of our investment.

In addition, owners usually borrow funds under a conventional mortgage loan to repay a bridge loan. In these cases, we may be

exposed to a borrower’s ability to obtain permanent financing to repay our bridge loan, which could depend on market conditions anc. ...:.+ -
other factors. Bridge loans are also subject to risks of borrower defaults, bankruptcies, fraud, losses and special hazard losses that are™

not covered by standard hazard insurance. In the event of any default under bridge loans held by us, we bear the risk of loss of
principal and nonpayment of interest and fees to the extent of any deficiency between the value of the mortgage collateral and the
principal amount of the bridge loan. To the extent we suffer such losses with respect to our investments in bridge loans, the value of
our company and of our common stock may be adversely affected.
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nvestment in non-conforming and non-investment grade loans may involve increased risk of loss.

.oans we may acquire or originate may not conform to conventional loan criteria applied by traditional lenders and may not be rated
r may be rated as “non-investment grade.” Non-investment grade ratings for these loans typically result from the overall leverage of
1e loans, the lack of a strong operating history for the properties underlying the loans, the borrowers’ credit history, the properties’
nderlying cash flow or other factors. As a result, loans we acquire or originate may have a higher risk of default and loss than
onventional loans. Any loss we incur may reduce distributions to stockholders and adversely affect the value of our common stock.

Ve may be required to repurchase loans that we have sold.

fany of the loans we originate or acquire and sell do not comply with representations and warranties that we make about certain
“haracteristics of the loans, the borrowers and the underlying properties, we may be required to repurchase those loans or replace them
~ith substitute loans. In addition, in the case of loans that we have sold instead of retained, we may be required to indemnify persons
or losses or expenses incurred as a result of a breach of a representation or warranty. Repurchased loans typically require a significant
llocation of working capital to be carried on our books, and our ability to borrow against such assets may be limited. Any significant
:purchases or indemnification payments could materially and adversely affect our financial condition and operating results.

lisks Associated with Debt Financing

‘orrowings may reduce the funds available for distribution and increase the risk of loss since defaults may cause us to lose the
roperties securing the loans.

“/e typically borrow money to finance a portion of the purchase price of assets that we acquire. We may also borrow money for other
“urposes to, among other things, satisfy the requirement that we distribute at least 90% of our annual taxable income, subject to
srtain adjustments, to our stockholders, or as is otherwise necessary or advisable to assure that we continue to qualify as a REIT for
:deral income tax purposes. Over the long term, however, payments required on any amounts we borrow reduce the funds available
r, among other things, acquisitions, capital expenditures for existing properties or distributions to our stockholders because cash
‘herwise available for these purposes is used to pay principal and interest associated with amounts we borrow.

efaults on loans secured by a property we own may result in us losing the property or properties securing the loan that is in default as
result of foreclosure actions initiated by a lender. For tax purposes, a foreclosure would be treated as a sale of the property for a
archase price equal to the outstanding balance of the debt secured by the property. If the outstanding balance of the debt exceeds our
X basis in the property, we would recognize taxable gain on the foreclosure but would not receive any cash proceeds. We also may
ly or partially guarantee any monies that subsidiaries borrow to purchase or operate real estate assets. In these cases, we will be
sponsible to the lender for repaying the loans if the subsidiary is unable to do so.-If any mortgage contains cross-collateralization or
'oss-default provisions, more than one property may be affected by a default.

enders may restrict certain aspects of our operations, which could, among other things, limit our ability to make distributions.

ae terms and conditions contained in any of our loan documents may require us to maintain cash reserves, limit the aggregate amount

e may borrow on a secured and unsecured basis, require us to satisfy restrictive financial covenants, prevent us from entering into
~rtain business transactions, such as a merger, sale of assets or other business combination, restrict our leasing operations or require
"t to obtain consent from the lender to complete transactions or make investments that are ordinarily approved only by our board of

rectors. [n addition, secured lenders may restrict our ability to discontinue insurance coverage on a mortgaged property even though

e may believe that the insurance premiums paid to insure against certain losses, such as losses due to wars, acts of terrorism,
rthquakes, floods, hurricanes, pollution or environmental matters, are greater than the potential risk of loss.
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Our Credit Facility, in particular, contains certain financial and operating covenants, including, among other things, leverage ratios,
coverage ratios, as well as limitations on our ability to incur secured indebtedness. The Credit Facility also contains customary default
provisions including the failure to timely pay debt service issued thereunder and the failure to comply with the financial and operating
covenants. These covenants could limit our ability to obtain additional funds needed to address liquidity needs or pursue future
acquisitions. In addition, the failure to comply with any of these covenants could cause a default and accelerate payment of advances
under the Credit Facility. Violating the covenants would likely result in us incurring higher financing costs and fees or an acceleration
of the maturity date of advances under the Credit Facility all of which would have a material adverse effect on our results of
operations and financial condition.

Interest-only indebtedness may increase our visk of default and ultimately may reduce our funds available for distribution to our
stockholders. .

We have obtained, and may continue to enter into, mortgage indebtedness that requires no principal amortization for all or a portion o
the life of the debt instrument. During the period when no principal payments are required, the amount of each scheduled payment is
less than that of a traditional amortizing mortgage loan. The principal balance of the mortgage loan is not reduced (except in the case
of prepayments) because there are no scheduled monthly payments of principal required during this period. After the interest-only
period, we may be required either to make scheduled payments of principal and interest or to make a lump-sum or “balloon’ payment
at or prior to maturity. These required principal or balloon payments will increase the amount of our scheduled payments and may
increase our risk of default under the related mortgage loan and will reduce the funds available for, among other things, distribution tc
our stockholders.

Increases in interest rates could increase the amount of our debt payments and adversely affect our ability to make distributions tc
our stockholders.

We have borrowed money, including under our Credit Facility, which bears interest at variable rates, and therefore are exposed to
increases in costs in a rising interest rate environment. Increases in interest rates will increase our interest expense on any variable rat
debt, as well as any debt that must be refinanced at higher interest rates at the time of maturity. Our future earnings and cash flows
could be adversely affected due to the increased requirement to service our debt and could reduce the amount we are able to distribut
to our stockholders.

We may acquire or finance properties with lock-out provisions, which may prohibit us from selling a property, or may require us i
maintain specified debt levels for a period of years on some properties.

The terms of any loan that we may enter into may preclude us from pre-paying the principal amount of the loan or could restrict us
from selling or otherwise disposing of or refinancing properties. For example, lock-out provisions may prohibit us from reducing the
outstanding indebtedness secured by any of our properties, refinancing this indebtedness on a non-recourse basis at maturity. or
increasing the amount of indebtedness secured by our properties. Lock-out provisions could impair our ability to take other actions
during the lock-out period. In particular, lock-out provisions could preclude us from participating in major transactions that could
result in a disposition of our assets or a change in control even though that disposition or change in control might be in the best
interests of our stockholders.

To hedge against interest rate fluctuations, we may use derivative financial instruments that may be costly and ineffective.

We have and may continue to employ various hedging strategies to limit the effects of changes in interest rates, including engaging i
interest rate swaps, interest rate cap or floor contracts, futures or forward contracts, options or repurchase agreements. Our actual
hedging decisions will be determined in light of the facts and circumstances existing at the time of the hedge, and in accordance with
our investment-policies. Hedging transactions involve certain additional risks such as credit risk, market risk and legal enforceability
risks. In this context, credit risk is the failure of the counterparty to perform under the terms of the derivative contract. Market risk is
the adverse effect on the value of the financial instrument that results from changes in interest rates.
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Finally, legal enforceability risks encompass general contractual risks including the risk that the counterparty will breach the terms of,
or fail to perform its obligations under, the derivative contract. A counterparty could fail, shut down, file for bankruptcy or be unable
to pay out contracts. The business failure of a hedging counterparty with whom we enter into a hedging transaction will most likely
result in a default. Default by a party with whom we enter into a hedging transaction may result in the loss of unrealized profits and
force us to cover our resale commitments, if any, at the then current market price. Although generally we will seek to reserve the right
‘0 terminate our hedging positions, it may not always be possible to dispose of or close out a hedging position without the consent of
“he hedging counterparty, and we may not be able to enter into an offsetting contract to cover our risk. We cannot provide assurance

hat a liquid secondary market will exist for hedging instruments purchased or sold, and we may be required to maintain a position
antil exercise or expiration, which could result in losses.

-“urther, the REIT provisions of the Code may limit our ability to hedge the risks inherent to our operations. We may be unable to
“nanage these risks effectively.

We may be contractually obligated to purchase property even if we are unable to secure financing for the acquisition.

Ve typically finance a portion of the purchase price for each property that we acquire. However, to ensure that our offers are as

sompetitive as possible, we generally do not enter into contracts to purchase property that include financing contingencies. Thus, we

nay be contractually obligated to purchase a property even if we are unable to secure financing for the acquisition. In this event, we

nay choose to close on the property by using cash on hand, which would result in less cash available for, among other things,

)perating or capital needs or to pay distributions to our stockholders. Alternatively, we may choose not to close on the acquisition of
.he property and default on the purchase contract. If we default on any purchase contract, we could lose our earnest money and
;‘f>eco1xle subject to liquidated or other contractual damages and remedies.

The total amount we may borrow is limited by our charter.

Jur charter generally limits the total amount we may borrow to 300% of our net assets, equivalent to a 75% loan-to-asset value ratio,
mless our board of directors determines that a higher level is appropriate and the excess in borrowing is disclosed to stockholders in
ur next quarterly report along with the justification for the excess. This limit could adversely affect our business, including:

«  limiting our ability to purchase real estate assets;

°  causing us to lose our REIT status if we cannot borrow to fund the monies needed to satisfy the REIT distribution
requirements;

°  causing operational problems if there are cash flow shortfalls for working capital purposes; and

causing the loss of a property if, for example, financing is necessary to cure a default on a mortgage.

visks Related to Conflicts of Interest

REIC may face a conflict of interest in allocating personnel and resources between its affiliates, our Business Manager and our
‘eal Estate Managers.

Ve do not have any employees and rely on persons performing services for our Business Manager and Real Estate Managers and their
“ffiliates to manage our day-to-day operations. Some of these persons, including Mr. Parks, Mr. Lazarus, Ms. Gujral and Ms. Matlin,
e employed by IREIC or its affiliates, and may provide services to one or more investment programs previously sponsored by
REIC. These individuals face competing demands for their time and service and may have conflicts in allocating their time between
‘ur business and assets and the business and assets of IREIC, its affiliates and the other entities formed and organized by IREIC.
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In addition, if another investment program sponsored by IREIC, including specifically Inland American Real Estate Trust, Inc.
(“Inland American™). which is an externally advised REIT, decides to internalize its management functions in the future, it may do so
by hiring and retaining certain of the persons currently performing services for our Business Manager and Real Estate Managers, and
if it did so, would likely not allow these persons to perform services for us.

We do not have arm’s-length agreements with our Business Manager, our Real Estate Managers or any other affiliates of IREIC.

None of the agreements and arrangements with our Business Manager, our Real Estate Managers or any other affiliates of IREIC were
negotiated at arm’s-length. These agreements may contain terms and conditions that are not in our best interest and would not
otherwise be applicable if we entered into arm’s length agreements with third parties.

Our Business Manager, our Real Estate Managers and other affiliates of IREIC receive commissions, fees and other
compensation based upon our invested assets.

Our Business Manager receives fees based on the aggregate book value, including acquired intangibles, of our invested assets. Further
our Real Estate Managers receive fees based on the gross income from properties under management or for overseeing management o
our properties. Other parties related to, or affiliated with our Business Manager or Real Estate Managers also receive fees or cost
reimbursements from us. These compensation arrangements may cause these entities to take or not take certain actions. For example,
these arrangements may provide an incentive for our Business Manager to: (1) borrow more money than prudent to increase the
amount we can invest; (2) retain instead of sell assets, even if our stockholders may be better served by sale or disposition of the
assets; or (3) avoid reducing the carrying value of assets that may otherwise be viewed as impaired. The interests of these parties in
receiving fees may conflict with the interest of our stockholders in earning income on their investment in our common stock.

We compete with other REITs previously sponsored by IREIC for certain properties and other real estate-related investments.

IREIC has sponsored four REITs with investment objectives similar to ours. One of these entities, Inland American, relies on an
affiliate of our Business Manager to serve as its business manager. Inland American seeks to invest in the same broad range of asset
types, as us. We are seeking to buy properties and other real estate assets at the same time as Inland American. We, along with Inland
American, rely to some degree on IREA to identify and assist in acquiring real estate assets. IREA is an indirect wholly owned
indirect subsidiary of The Inland Group. Mr. Parks is a director of The Inland Group and Mr. Parks, Ms. Gujral and Ms. Matlin are
directors of IREIC and serve as the chairman and director, president and director and vice president, respectively, of Inland American

We have relied, and may continue to rely, in part, on entities affiliated with IREIC to identify real estate assets.

In addition to relying on our Business Manager’s own acquisition group, we have utilized and may continue to utilize the services of
entities affiliated with IREIC, such as IREA and Inland Institutional Capital Partners Corporation, to identify real estate assets. Other
entities formed and organized by IREIC likewise utilize these entities to identify and acquire real estate assets, including the type of
assets that we seek to acquire. IREA is an indirect wholly owned subsidiary of The Inland Group, and Inland Institutional Capital
Partners Corporation is a wholly owned subsidiary of IREIC. We have limited pre-emptive rights such as a right of first refusal or firs
offer to any of the properties that IREA identifies.
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[n addition, in the event that we acquire real estate assets identified by affiliates of IREIC, although the purchase price we pay may not
2xeeed the appraised value of the real estate at the time of its acquisition, it is possible that we would have negotiated a better price if
-we had negotiated directly with the seller.

From time to time, we may purchase real estate assets from persons who have prior business relationships with affiliates of IREIC.
Dur interests in these transactions may be different from the interests of affiliates in these transactions.

“rom time (o time, we may purchase real estate assets from third parties who have existing or previous business relationships with
antities affiliated with IREIC. The officers, directors or employees of our Business Manager, IREA, our Real Estate Managers or
nland Institutional Capital Partners who also perform services for IREIC or these other affiliates may have a conflict in representing
Hur interests in these transactions on the one hand and the interests of IREIC and its affiliates in preserving or furthering their
“espective relationships on the other hand. We may, therefore, end up paying a higher price to acquire the asset or sell the asset for a
ower price than we would if these other relationships did not exist.

Ve pay significant fees to our Business Manager, Real Estate Managers and other affiliates of IREIC and cannot predict the
tmount of fees to be paid.

Ne pay significant fees to our Business Manager, Real Estate Managers and other affiliates of IREIC for services provided to us.
3ecause these fees generally are based on the amount of our invested assets, the purchase price for these assets or the revenues
crenerated by our properties, and not the quality of services provided, we cannot predict the amounts that we will ultimately pay to

hese entities. Fees paid 1o onr Business Manager, Real Estate Managers and other affiliates of IREIC reduce funds available for other
aurposes, such as distributions payable to our stockholders.

Risks Related to Our Corporate Structure

dur rights, and the rights of our stockholders, to recover claims against our officers, directors and Business Manager are limited.

Inder our charter, we may generally indemmify our directors, our Business Manager, the Real Estate Managers and their respective
ffiliates for any Josses or liabilities suffered by any of them and hold these persons or entities harmless for any loss or lability
uffered by us as long as: (1) these persons or entities have determined in good faith that the course of conduct that caused the loss or
ability was in our best interest; (2) these persons or entities were acting on our behalf or performing services for us; (3) the loss or
ability was not the result of the negligence or misconduct of the directors (gross negligence or willful misconduct of the independent
irectors), Business Manager, the Real Estate Managers or their respective affiliates; or (4) the indemnity or agreement to hold
armless is recoverable only out of our net assets and not from our stockholders. As a result, we and our stockholders may have more
‘mited rights against our directors, officers, employees and agents, our Business Manager, the Real Estatec Managers and their
(filiates, than might otherwise exist under common law. In addition, we may be obligated to fund the defense costs incurred by our
irectors, officers, employees and agents or our Business Manager, the Real Estate Managers and their affiliates in some cases.

ur board of directors may, in the future, adopt certain measures under Maryland law without stockholder approval that may have
e effect of making it less likely that a stockholder would receive a “control premium " for his or her shares.

orporations organized under Maryland law with a class of registered securities and at least three independent directors are permitted
) protect themselves from unsolicited proposals or offers to acquire the company by electing to be subject, by a charter or bylaw
covision or a board of directors resolution and notwithstanding any contrary charter or bylaw provision, to any or all of five
OVISIONnS:

e staggering the board of directors into three classes;

°  requiring a two-thirds vote of stockholders to remove directors:

*  providing that only the board can fix the size of the board;

providing that all vacancies on the board. regardless of how the vacancy was created, may be filled only by the affirmative
vote of a majority of the remaining directors in office and for the remainder of the full term of the class of directors in
which the vacancy occurred; and

requiring that special stockholders meetings be called only by holders of shares entitled to cast a majority of the votes
entitled to be cast at the meeting.
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These provisions may discourage an extraordinary transaction, such as a merger, tender offer or sale of all or substantially all of our
assets, all of which might provide a premium price for stockholders’ shares.

Further, under the Maryland Business Combination Act. we may not engage in any merger or other business combination with an
“interested stockholder” or any affiliate of that interested stockholder for a period of five years after the most recent date on which the
interested stockholder became an interested stockholder. After the five-year period ends, any merger or other business combination
with the interested stockholder must be recommended by our board of directors and approved by the affirmative vote of at least:

o 80% of all votes entitled to be cast by holders of outstanding shares of our voting stock: and

«  two-thirds of all of the votes entitled to be cast by holders of outstanding shares of our voting stock other than those share:
owned or held by the interested stockholder unless, among other things, our stockholders receive a minimum payment for -
their common stock equal to the highest price paid by the interested stockholder for its commeon stock. '

Our directors have adopted a resolution exempting any business combination involving us and The Inland Group or any affiliate of
The Inland Group, including our Business Manager and Real Estate Managers, from the provisions of this law.

Our charter places limits on the amount of common stock that any person may own without the prior approval of our board of
directors.

To maintain our qualification as a REIT, no more than 50% of the outstanding shares of our common stock may be beneficially
owned, directly or indirectly, by five or fewer individuals at any time during the last half of each taxable year (other than the first
taxable year for which an election to be a REIT has been made). Our charter prohibits any persons or groups from owning more than
9.8% in value of our outstanding stock or more than 9.8% in value or in number of shares, whichever is more testrictive, of our
outstanding common stock without the prior approval of our board of directors. These provisions may have the effect of delaying,
deferring or preventing a change in control of us, including an extraordinary transaction such as a merger, tender offer or sale of all o1
substantially all of our assets that might involve a premium price for holders of our common stock. Further, any person or group
attempting to purchase shares exceeding these limits could be compelled to sell the additional shares and, as a result, to forfeit the
benefits of owning the additional shares.

Our charter permits our board of directors to issue preferred stock on terms that may subordinate the rights of the holders of our
current common stock or discourage a third party from acquiring us.

Our board of directors is permitted, subject to certain restrictions set forth in our charter, to issue up to forty million shares of
preferred stock without stockholder approval. Further, our board may classify or reclassify any unissued common or preferred stock
and establish the preferences, conversions or other rights, voting powers. restrictions, limitations as to dividends and other
distributions, qualifications, and terms or conditions of redemption of the stock and may increase or decrease the aggregate number o
shares or the number of shares of any class or series that we have authority to issue without stockholder approval. Thus, our board of
directors could authorize us to issue shares of preferred stock with terms and conditions that could subordinate the rights of the holde
of our common stock or have the effect of delaying, deferring or preventing a change in control of us, including an extraordinary
transaction such as a merger, tender offer or sale of all or substantially all of our assets, that might provide a premium price for holde
of our common stock. '

8-



Maryland law limits, in some cases, the ability of a third party to vote shares acquired in a “control share acquisition.”

‘Under the Maryland Control Share Acquisition Act, persons or entities owning “control shares” of a Maryland corporation acquired in
a “control share acquisition” have no voting rights with respect to those shares except to the extent approved by a vote of two-thirds of
the corporation’s disinterested stockholders. Shares of stock owned by the acquirer or by officers or by employees who are directors of
the corporation are not considered disinterested for these purposes. “Control shares” are shares of stock that, taken together with all
other shares of stock the acquirer previously acquired, would entitle the acquirer to exercise voting power in electing directors (except
solely by virtue of a revocable proxy) within one of the following ranges of voting power:

»  one-tenth or more but less than one-third of all voting power;

o one-third or more but less than a majority of all voting power; or

e a majority or more of all voting power.

Control shares do not include shares of stock the acquiring person is entitled to vote as a result of having previously obtained
stockholder approval. A “control share acquisition” means the acquisition of control shares, subject to certain exceptions. The Control
Share Acquisition Act does not apply to: (1) shares acquired in a merger, consolidation or share exchange if the corporation is a party
‘0 the transaction; or (2) acquisitions approved or exempted by our charter or bylaws. Qur bylaws exempt acquisitions of our stock by
any person, from the limits imposed by the Control Share Acquisition Act. This statute could have the effect of discouraging offers
from third parties to acquire us and increase the difficulty of successfully completing this type of offer by anyone other than The
Inland Group and its affiliates.

Federal Income Tax Risks
If we fail to maintain our qualification as a REIT, our operations and distributions to stockhelders will be adversely affected.

We have elected to be taxed as a REIT under the Internal Revenue Code of 1986, as amended, commencing with the year ended
Jecember 31, 2009. Qualification as a REIT involves the application of highly technical and complex rules related to, among other
hings, the composition of our assets, the income generated by those assets and distributions paid to our stockholders. There are
imited judicial or administrative interpretations regarding these rules. The determination of various factual matters and circumstances
10t entirely within our control may affect our ability to continue to qualify as a REIT. In addition, new legislation, regulations,
wdministrative interpretations or court decisions could significantly change the tax laws with respect to qualification as a REIT or the
‘ederal income tax consequences of such qualification.

fwe were to fail to qualify as a REIT, without the benefit of certain relief provisions, in any taxable year:
»  we would not be allowed to deduct distributions paid to stockholders when computing our taxable income;

< we would be subject to federal (including any applicable alternative minimum tax) and state income tax on our taxable
income at regular corporate rates;

e we would be disqualified from being taxed as a REIT for the four taxable years following the year during which we failed
to qualify, unless entitled to relief under certain statutory provisions;

°  we would have less cash to pay distributions to stockholders; and

*  we may be required to borrow additional funds or sell some of our assets in order to pay corporate tax obligations we may
incur as a result of being disqualified.



In addition, if we were to fail to qualify as a REIT, we would not be required to pay distributions to stockholders. and all distributions
to stockholders that we did pay would be subject to tax as regular corporate dividends to the extent of our current and accumulated
earnings and profits. This means that, under current law, which is subject to change, our U.S. stockholders who are taxed as
individuals would be taxed on our dividends at long-term capital gains rates through 2012 and that our corporate stockholders
generally would be entitled to the dividends received deduction with respect to such dividends. subject, in cach case, to applicable
limitations under the Internal Revenue Code.

To maintain our REIT status, we may be forced to borrow funds during unfavorable market conditions to make distributions to
our stockholders, which could increase our operating costs.

To qualify as a REIT, we must distribute to our stockholders each year 90% of our annual taxable income, subject to certain
adjustments. At times, we may not have sufficient funds to satisfy these distribution requirements and may need to borrow funds to
make these distributions and maintain our REIT status and avoid the payment of income and excise taxes. These borrowing needs
could result from: (1) differences in timing between the actual receipt of cash and inclusion of income for federal income tax
purposes; (2) the effect of non-deductible capital expenditures; (3) the creation of reserves; or (4) required debt amortization
payments. We may need to borrow funds at times when market conditions are unfavorable. Further, if we are unable to borrow funds
when needed for this purpose, we would have to find alternative sources of funding or risk losing our status as a REIT.

Certain of our business activities are potentially subject to the prohibited transaction tax.

Our ability to dispose of property during the first two years following acquisition is restricted to a substantial extent as a result of our
REIT status. Under applicable provisions of the Internal Revenue Code regarding prohibited transactions by REITs, we will be subjec
to a 100% tax on any gain realized on the sale or other disposition of any property (other than foreclosure property) we own, directly
or through any subsidiary entity, excluding our taxable REIT subsidiaries, that is deemed to be inventory or property held primarily
for sale to customers in the ordinary course of trade or business. Determining whether property is inventory or otherwise held
primarily for sale to customers in the ordinary course of a trade or business depends on the particular facts and circumstances
surrounding each property. We cannot provide assurance that any particular property we own, directly or through any subsidiary
entity, excluding our taxable REIT subsidiaries, will not be treated as inventory or property held primarily for sale to customers in the
ordinary course of a trade or business.

Certain fees paid to us may affect our REIT status.

Income received in the nature of rental subsidies or rent guarantees, in some cases, may not qualify as rental income from real estate
and could be characterized by the Internal Revenue Service as non-qualifying income for purposces of satisfying the 75% and 95%
gross income tests required for REIT qualification. If the aggregate of non-qualifying income under the 95% gross income test in any
taxable year ever exceeded 5% of our gross revenues for the taxable year or non-qualifying income under the 75% gross income test i
any taxable year ever exceeded 25% of our gross revenues for the taxable year, we could lose our REIT status for that taxable year an:
the four taxable years following the year of losing our REIT status.

Complying with the REIT requirements may force us to liquidate otherwise attractive investiments.

To qualify as a REIT, we must ensure that at the end of each calendar quarter, at least 75% of the value of our assets consists of cash,
cash items, government securities and qualified REIT rcal estate assets, including shares of stock in other REITs, certain mortgage

o

loans and mortgage backed securities. The remainder of our investment in securities (other than governmental securities, qualified rea
’ .

estate assets and taxable REIT subsidiaries) generally cannot include more than 10% of the outstanding voting securities of any one
issuer or more than 10% of the total value of the outstanding securities of any one issuer.
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n addition, in general, no more than 5% of the value of our assets (other than government securities, qualified real estate assets and
axable REIT subsidiaries) can consist of the securities of any one issuer, and no more than 25% of the value of our total securities can
ie represented by securities of one or more taxable REIT subsidiaries. I we fail to comply with these requirements at the end of any
alendar quarter, we must correct the failure within thirty days after the end of the calendar quarter to avoid losing our REIT status and
uffering adverse tax consequences. As a result, we may be required to liquidate otherwise attractive investments, which, in the case of
oreign stockholders. may impose a withholding tax obligation on us.

“he “taxable mortgage pool” rules may increase the taxes that we or our stockholders incur and may limit the manner in which we
onduct securitizations.

Ve may make investments in entities that own or are deemed to be taxable mortgage pools. Similarly, if we securitize mortgages,
‘ertain of our securitizations could be considered to result in the creation of taxable mortgage pools for federal income tax purposes.
1s a REIT, provided that we own 100% of the equity interests in a taxable mortgage pool, we generally would not be adversely
ffected by the characterization of the securitization as a taxable mortgage pool. Certain categories of stockholders, however, such as
sreign stockholders eligible for treaty or other benefits, stockholders with net operating losses, and certain tax-exempt stockholders
1at are subject to unrelated business income tax, could be subject to increased taxes on a portion of their dividend income from us that
s attributable to the taxable mortgage pool, which, in the case of foreign stockholders, may be imposed as a withholding tax
bligation on us. In addition, to the extent that our stock is owned by tax-exempt “disqualified organizations,” such as certain
‘overnment-related entities and charitable remainder trusts that are not subject to tax on unrelated business income, we will incur a
orporate-level tax on a portion of our income from the taxable mortgage pool. In that case, we are authorized to reduce and intend to
-2duce the amount of our distributions to any disqualified organization whose stock ownership gave rise to the tax. Moreover, we
. rould be precluded from selling equity interests in these securitizations to outside investors, or selling any debt securities issued in
onnection with these securitizations that might be considered to be equity interests for federal income tax purposes. These limitations
aay prevent us from using certain techniques to maximize our returns from securitization transactions.

tockholders may have tax liability on distributions that they elect to reinvest in our common stock.

tockholders who participate in our distribution reinvestment plan will be deemed to have received, and for income tax purposes will
2 taxed on, the fair market value of the share of our common stock that they receive in lieu of cash distributions. As a result, unless
1e stockholder is a tax-exempt entity, he or she will have to use funds from other sources to pay his or her tax liability.

1 certain circumstances, we may be subject to federal, state and local income taxes as a REIT, which would reduce our cash
vailable to pay distributions.

ven if we maintain our status as a REIT, we may become subject to federal, state and local income taxes. For example:

»  We will be subject to tax on any undistributed income. We will be subject to a 4% nondeductible excise tax on the
amount, if any, by which distributions we pay in any calendar year plus amounts retained for which federal income tax
was paid are less than the sum of 85% of our ordinary income, 95% of our capital gain net income and 100% of our
undistributed income from prior years.

*  If we have net income from the sale of foreclosure property that we hold primarily for sale to customers in the ordinary
course of business or other non-qualifying income from foreclosure property, we must pay a tax on that income at the
highest corporate income tax rate.

If we sell a property, other than foreclosure property, that we hold primarily for sale to customers in the ordinary course of
business, our gain would be subject to the 100% “prohibited transaction” tax.

We will be subject to a 100% penalty tax on certain amounts if the economic arrangements of our tenants, our taxable
REIT subsidiaries and us are not comparable to similar arrangements among unrelated parties.



Certain equity participation in mortgage loans may result in taxable income and gains from these properties, which could
adversely impact our REIT status.

If we participate under a mortgage loan in any appreciation of the properties securing the mortgage loan or its cash flow and the
Internal Revenue Service characterizes this participation as “equity,” we might have to recognize income, gains and other items from
the property. This could affect our ability to maintain our status as a REIT.

Complying with REIT requirements may limit our ability to hedge effectively.

The REIT provisions of the Internal Revenue Code may limit our ability to hedge the risks inherent to our operations. Under current
law, any income that we generate from derivatives or other transactions intended to hedge our interest rate risk generally will not
constitute gross income for purposes of the 75% and 95% income requirements applicable to REITs. In addition, any income from
other hedging transactions would generally not constitute gross income for purposes of both the 75% and 95% income tests. However
we may have to limit the use of hedging techniques that might otherwise be advantageous, which could result in greater risks
associated with interest rate or other changes than we would otherwise incur.

Legislative or regulatory action could adversely affect investors.

Changes to the tax laws are likely to occur, and these changes may adversely affect the taxation of a stockholder. Any such changes
could have an adverse effect on an investment in our shares or on the market value or the resale potential of our assets. You are urged
to consult with your own tax advisor with respect to the status of legislative, regulatory or administrative developments and proposals
and their potential effect on an investment in our shares. :

The maximum tax rate on qualified dividends paid by corporations to individuals is 15% through 2012. REIT dividends, however,
generally do not constitute qualified dividends and consequently are not eligible for the current reduced tax rates. Therefore, our
stockholders will pay federal income tax on our dividends at the applicable “ordinary income” rate, the maximum of which is 35%
through 2012.

However, as a REIT, we generally would not be subject to federal or state corporate income taxes on that portion of our ordinary
income or capital gain that we distribute currently to our stockholders. and we thus expect to avoid the “double taxation” to which
other corporations are typically subject.

Future legislation might result in a REIT having fewer tax advantages, and it could become more advantageous for a company that
invests in real estate to elect to be taxed, for federal income tax purposes, as a corporation. As a result, our charter provides our board
of directors with the power, under certain circumstances, to revoke or otherwise terminate our REIT election and cause us to be taxed
as a corporation, without the vote of our stockholders. Our board of directors has fiduciary duties to us and our stockholders and coul
only cause changes in our tax treatment if it determines in good faith that such changes are in the best interest of our stockholders.

Item 1B. Unresolved Staff Comments

None.
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Item 2. Properties

:We own interests in retail, office and multi-family properties. As of December 31, 2010, we, through our wholly-owned subsidiaries,
own fee simple interests in all of the properties listed below, except for the Temple Terrace property, in which we have a controlling
interest in the joint venture. Certain properties are encumbered by mortgages totaling $184,364,628.

Economic
Physical Occupancy (a)
Occupancy as of as of
Square December 31, December 31,
Property Location Footage/Units 2010 2010
‘Retail
Merrimack Village Center Merrimack, NH 82,292 97% 97%
‘Pleasant Hill Commons Kissimmee, FL 70,642 95% 95%
Regal Court Shreveport, LA 363,174 98% 98%
Draper Crossing Draper, UT 166,895 95% 98%
Tradition Village Center Port St. Lucie, FL 112,421 94% 94%
The Landing at Tradition Port St. Lucie, FL 359,775 92% 92%
Temple Terrace Temple Terrace, FL 67,226 100% 100%
Kohl’s at Calvine Pointe Elk Grove, CA 89,887 100% 100%
‘Lake City Commons Lake City, FL 66,510 100% 100%
-Publix Shopping Center St. Cloud, FL 78,820 100% 100%
:Koh!l’s Bend River Promenade Bend, OR 69,000 100% 100%
Whispering Ridge Omaha, NE 69,676 100% 100%
Bell Oaks Shopping Center Newburgh, IN 94,811 100% 100%
Colonial Square Town Center Fort Myers, FL 272,184 69% 100%
Shops at Village Walk Fort Myers, FL 78,533 85% 100%
Lima Marketplace Fort Wayne, IN 99,734 94% 100%
Dollar General- Ariton Ariton, AL 9.014 100% 100%
Dollar General- Collins Collins, GA 9.014 100% 100%
Dollar General- Decatur Decatur, AL 9,014 100% 100%
Dollar General- Dublin Dublin, GA 10,640 100% 100%
Dollar General- Duncanville Duncanville, AL 9,026 100% 100%
Jollar General- Excel Frisco City, AL 8,982 100% 100%
Jollar General- LaGrange LaGrange, GA 9.014 100% 100%
Jollar General- Milledgeville Milledgeville, GA 9,014 100% 100%
Dollar General- Uriah Uriah, AL 9,100 100% © 100%
Jdffice
siemens’ Building Buffalo Grove, IL 105,106 100% 100%
Time Warner Cable Division HQ East Syracuse, NY 102,924 100% 100%
“Multi-Family
The Crossings at Hillcroft Houston, TX 300 units _90% _90%
2ortfolio Totals 2,432,428 sq. ft.
: and 300 units 93% _97%

a)  Economic occupancy excludes square footage associated with an earnout component. At the time of acquisition, certain
properties have an earnout component associated with the purchase price, meaning we did not pay a portion of the purchase
price at closing, although we own the entire property. We are not obligated to pay the contingent portion of the purchase price
unless space which was vacant at the time of acquisition is later rented within the time limits and parameters set forth in the

acquisition agreement.
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The following table sets forth a summary, as of December 31, 2010, of lease expirations scheduled to occur during each of the
calendar years from 2011 to 2015 and thereafter, assuming no exercise of renewal options or early termination rights. The following

table is based on leases commenced as of December 31, 2010 and does not include multi-family leases.

Gross Leasable

Percent of Total

Total Annualized

Percent of Total
Annualized

Number of Area of Expiring Giross Leasable Base Rent of Base Rent of Annualized Base
Lease Expiration Expiring Leases - Area of Expiring Expiring Leases Expiring Rent per Leased
Year Leases Square Footage Lcases (a) Leases Square Foot

2011 (b) 20 51,198 2.3% $ 1,087,008 3.3% $21.33
2012 14 66,962 2.9% 1,243,510 3.8% 18.44
2013 53 155,431 6.8% 3,072,062 9.4% 19.76
2014 30 75.334 3.3% 1,441,305 4.4% 19.13
2015 11 30,760 1.4% 526,334 1.6% 17.11
Thereafter 99 1,893,084 83.3% 25,384,168 77.5% 1341
Leased Total 227 2,272,769 100.0% $32,754,387 100.0% $1441

(a) Represents the base rent in place at the time of lease expiration.

(b) Includes month-to-month leases.

Item 3. Legal Proceedings

We are not a party to, and none of our properties is subject to, any material pending legal proceedings.

Item 4. Reserved
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PART 1

[tem 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities.

Market Information

We are currently offering shares of our common stock pursuant to an effective registration statement at an offering price of $10.00 per
share in our “best efforts” offering. There is no established public trading market for our shares of common stock. We do not expect
‘hat our shares will be listed for trading on a national securities exchange in the near future, if ever. Our board will determine when,
md if, to apply to have our shares of common stock listed for trading on a national securities exchange, subject to satisfying existing
isting requirements. Our board does not anticipate evaluating a listing on a national securities exchange until at least 2014.

Stockholders
‘As of March 25,2011, we had 8.622 stockholders of record.

Jistributions

We currently pay distributions based on daily record dates, payable monthly in arrears. The distributions that we currently pay are
:qual to a daily amount equal to $0.00164384, which if paid each day for a 365-day period, would equal a 6.0% annualized rate based
on a purchase price of $10.00 per share. During the years ended December 31, 2010 and 2009, we paid cash distributions, which were
aid monthly in arrears to stockholders, totaling $7,031,118 and $96,035, respectively. These distributions were funded entirely during
2009 and in part during 2010, from capital contributions from our Sponsor. For federal income tax purposes for the years ended
December 31, 2010 and 2009, 19% and 100% of the distributions constituted a non-dividend distribution, respectively.

share Repurchase Program

Ne adopted a share repurchase program, effective August 24, 2009. On April 14, 2010, our board approved certain amendments to
sur share repurchase program, which became effective as of May 20, 2010. Under the amended program, we may make “ordinary
epurchases,” which are defined as all repurchases other than upon the death of a stockholder, at prices ranging from 92.5% of the
‘share price,” as defined in the program, for stockholders who have owned their shares continuously for at least one year, but less than
'wo years, to 100% of the “share price” for stockholders who have owned their shares continuously for at least four years. In the case
f “exceptional repurchases,” which are defined as repurchases upon the death of a stockholder, we may repurchase shares at a
epurchase price equal to 100% of the “share price.”

¥ith respect to ordinary repurchases, we may make repurchases only if we have sufficient funds available to complete the repurchase.
‘n any given calendar month, we are authorized to use only the proceeds generated from our distribution reinvestment plan during that
nonth to fund ordinary repurchases under the program; provided that, if we have excess funds during any particular month, we may,
it are not obligated to, carry those excess funds to the subsequent calendar month for the purpose of making ordinary repurchases.
iubject to funds being available, in the case of ordinary repurchases, we further will limit the number of shares repurchased during
-ny calendar year to 5% of the number of shares of common stock outstanding on December 3 Ist of the previous calendar year. With
espect to exceptional repurchases, we are authorized to use all available funds to repurchase shares. in addition, the one-year holding
eriod and 5% limit described herein will not apply to exceptional repurchases.

"he share repurchase program will immediately terminate if our shares are listed on any national securities exchange. In addition, our
woard of directors, in its sole discretion, may amend, suspend (in whole or in part), or In the event that we amend, suspend or
srminate the share repurchase program, however, we will send stockholders notice of the change at least thirty days prior to the
hange, and we will disclose the change in a report filed with the Securities and Exchange Commission on either Form 8-K, Form 10-
Yor Form 10-K, as appropriate. Further, our board reserves the right in its sole discretion at any time and from time to time to reject
ny requests for repurchases.
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The table below outlines the shares of common stock we repurchased pursuant to our share repurchase program during the quarter
ended December 31, 2010.

Maximum Number (or

Total Number of Approximate Dollar

Shares Repurchased as Value) of Shares (or

Total Number Average Part of Publicly Units) that May Yet

of Shares Price Paid Announced Plans or Be Purchased Under

Repurchased per Share Programs the Plans or Programs
October 2010 — $— — N
November 2010 17,095 $9.56 17,095 Q)
December 2010 6,892 $9.24 6,892 (1)
Total 23,987 23,987 (1)

(1) A description of the maximum number of shares that may be purchased under our repurchase program is included in the
narrative preceding this table.

Securities Authorized for Issuance under Equity Compensation Plans

None.

Use of Proceeds from Registered Securities

On August 24, 2009, our Registration Statement on Form S-11 (Registration No. 333-153356), covering a public offering of up to
550,000,000 shares of common stock, was declared effective by the SEC. The Offering commenced on August 24, 2009 and is
ongoing.

We are offering 500,000,000 shares of our common stock at a price equal to $10.00 per share on a “best efforts” basis. We also are
offering up to 50,000,000 shares of our common stock at a price equal to $9.50 per share to stockholders who elect to participate in
our distribution reinvestment plan. The dealer manager of this Offering is Inland Securities Corporation, a wholly owned subsidiary o
our Sponsor.
As of December 31, 2010, we had sold the following securities in our Offering for the following aggregate offering prices:

s 25,650,543 shares, equal to $254,995,942 in aggregate gross offering proceeds, in our “best efforts” offering; and

o 480,715 shares, equal to $4,566,789 in aggregate gross offering proceeds, pursuant to the DRP.

As of Deccmber 31,2010, we have incurred the following costs in connection with the Offering:

Type of Costs Amount

Offering costs to related parties (1) 325,361,709
Offering costs paid to non-related parties 5,272,199
Total offering costs ‘ $30,633,908

(I)  “Offering costs to related parties” includes selling commissions, marketing contributions and due diligence expense
reimbursements paid to Inland Securities Corporation, which reallowed all or a portion of these amounts to soliciting dealers.
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“rom the effective date of the Offering through December 31, 2010, the net offering proceeds to us from the Offering, including the
Aistribution reinvestment plan, after deducting the total expenses incurred described above, were $228,928,823. As of December 31.
2010, we had used $168,225,629 of these net proceeds to purchase interests in real estate and $5,716,275 to invest in marketable
securities. The remaining net proceeds were held as cash at December 31, 2010 and were subsequently used to purchase interests in
‘cal estate.

Recent Shares of Unregistered Securities

On July 24, 2008, we issued 20,000 shares of our common stock for $10.00 per share, or an aggregate purchase price of $200,000, to

REIC in connection with our formation. No sales commission or other consideration was paid in connection with the sale. The sale
“vas consummated without registration under the Securities Act of 1933, as amended (the “Securities Act”), in reliance upon the
xemption from registration set forth in Section 4(2) of the Securities Act as transactions not involving any public offering.

‘tem 6. Selected Financial Data

The following table shows our selected financial data relating to our consolidated historical financial condition and results of
yperations. This selected data should be read in conjunction with Ttem 7, “Management’s Discussion and Analysis of Financial
“ondition and Results of Operations” and the consolidated financial statements and related notes appearing elsewhere in this report.

December 31, 2010 December 31, 2009 December 31, 2008
“lotal assets $ 450,114,435 $26,439,298 $1,298.,961
“viortgages, credit facility and securities margins payable $ 192,871,495 $ — h) —
Period from June 30,
For the year ended For the year ended 2008 (inception) through
December 31, 2010 December 31, 2009 December 31, 2008
Total income $ 18,198,452 $ 96,243 $ —_—
Jet loss attributable to common stockholders $ (1,742,989) $ (296,933) $ (69,574)
Jet loss attributable to common stockholders per common share,
basic and diluted (a) $ (0.13) $ (0.81) $ (3.48)
distributions declared to common stockholders $ 8,203,372 $ 212414 $ —
distributions per weighted average common
share (a) $ 0.60 $ 0.15 $ —
‘unds From Operations (a)(b) $ 3,910,770 $ (268,314) $ (69,574)
“ash flows provided by (used in) operating activities § 2,657,924 $ (341.,922) § (34.429)
“ash flows used in investing activities $(346,755,583) $(9,691,004) $5 . —
“ash flows provided by financing activities $ 369,262,054 $25,369.336 $ 434,227
Neighted average number of common shares outstanding, basic and
diluted 13,671,936 367,888 20,000

'a)  The net loss attributable to common stockholders, per share basic and diluted is based upon the weighted average number of
common shares outstanding for the years ended December 31, 2010 and 2009 and the period June 30, 2008 through
December 31, 2008, respectively. The distributions per common share are based upon the weighted average number of common
shares outstanding for the year ended or period. See Footnote (b) below for information regarding our calculation of FFO.

b)  One of our objectives is to provide cash distributions to our stockholders from cash generated by our operations and other
measures determined under U.S. GAAP. Cash generated from operations is not equivalent to our net income from continuing
operations also as determined under U.S. GAAP. One non-U.S. GAAP measure that we consider due to the certain unique
operating characteristics of real estate companies is known as “Funds from Operations, or “FFO”.

-37-



The National Association of Real Estate Investment Trusts or NAREIT, an industry trade group, promulgates this measure
which it believes more accurately reflects the operating performance of a REIT such as us. As defined by NAREIT, FFO means
net income computed in accordance with U.S. GAAP, excluding gains (or losses) from sales of property, plus depreciation and
amortization on real property and after adjustments for unconsolidated partnerships and joint ventures in which the Company
holds an interest. The calculation of FFO may vary from entity to entity since capitalization and expense policies tend to vary
from entity to entity. [tems that are capitalized do not impact FFO whereas items that are expensed reduce FFO. Consequently,
our presentation of FFO may not be comparable to other similarly titled measures presented by other REITs. FFO does not
represent cash flows from operations as defined by U.S. GAAP, it is not indicative of cash available to fund all cash flow needs
and liquidity, including our ability to pay distributions and should not be considered as an alternative to net income, as
determined in accordance with U.S. GAAP, for purposes of evaluating our operating performance. Management uses the
calculation of FFO for several reasons. We use FFO to compare our performance to that of other REITs. Additionally, we
compute FFO as part of our acquisition process to determine whether a proposed investment will satisfy our investment
objectives. FFO is calculated as follows:

Period {rom
June 30, 2008

Year ended Year ended through
December 31, December 31, December 31,
2010 2009 2008
Net loss attributable to common stockholders , $(1,742.989) $(296.933) $(69,574)
Add: Depreciation and amortization related to investment properties 5,669,357 28,619 —
Less: Noncontrolling interest’s share of depreciation and amortization related to
investment properties (15.598) — —
Funds from operations $ 3,910,770 $(268,314) $(69,574)
Funds from operations attributable to common stockholders per common share,
basic and diluted $ 0.29 $  (0.73) $ (3.48)
Weighted average number of common shares outstanding, basic and diluted 13,671,936 367,888 20,000

Funds from Operations

For the years ended December 31, 2010 and 2009 and the period from June 30, 2008 through December 31, 2008, our funds from
operations were $3,910,770, ($268,314) and ($69,574), respectively. The increase in 2010 compared to 2009 and 2008 was mainly
due to the growth of our portfolio and related property operations in 2010.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

\Certain statements in this Management’s Discussion and Analysis of Financial Conditions and Results of Operations and elsewhere in
‘this Annual Report on Form 10-K constitute "'forward-looking statements " within the meaning of Section 274 of the Securities Act
and Section 21FE of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). Words such as “may,” “anticipates,”
“expects,” “intends,” “plans,” “believes,” “seeks,” “estimates,” “would,” “could,” “should” and variations of these words and
“similar expressions are intended to identify forward-looking statements.

T o o

These forward-looking statements are not historical facts but reflect the intent, belief or current expectations our management based
on their knowledge and understanding of the business and industry, the economy and other future conditions. These statements are not
guarantees of future performance, and we caution stockholders not to place undue reliance on forward-looking statements. Actual
results may differ materially from those expressed or forecasted in the forward-looking statements due to a variety of visks,
‘uncertainties and other factors, including but not limited to the factors listed and described under “Risk Factors” in this Annual
Report on Form 10-K and the factors described below:

- we have a limited operating history and are subject to all of the business risks and uncertainties associated with any new
business;

s our investment policies and strategies are very broad and permit us to invest in numerous types of commercial real estate;
s the number and type of real estate assets we acquire will depend on the proceeds raised in our public offering;

¢ the amount and timing of distributions may vary, and there is no assurance that we will be able to continue paying
distributions in any particular amount, if at all;

»  no public market currently exists, and one may never exist, for our shares, and we are not required to liquidate;

*  we may borrow up to 300% of our net assets, and prmupal and interest payments will reduce the funds available for
distribution;

e we do not have employees and rely on our business manager and real estate managers to manage our business and assets;

»  employees of our business manager, two of our directors, and two of our officers are also employed by our sponsor or its
affiliates and face competing demands for their time and service and may have conflicts in allocating their time to our
business and assets;

«  we do not have arm’s length agreements with our business manager, real estate managers or any other affiliates of our
sponsor;
¢ we pay significant fees to our business manager, real estate managers and other affiliates of our sponsor;

> our business manager could recommend investments in an attempt to increase its fees which are generally based ona
percentage of our invested assets and, in certain cases, the purchase price for the assets; and

*  we may fail to continue to qualify as a REIT.

Forward-looking statements in this Annual Report on Form 10-K reflect our management’s view only as of the date of this Report,

and may ultimately prove to be incorrect or false. We undertake no obligation to update or revise forward-looking statements to

g :-'eﬂect changed assumptions, the occurrence of unanticipated events or changes to future operating vesults. We intend for these

‘orward-looking statements to be covered by the applicable safe harbor provisions created by Section 274 of the Securities Act and
Section 21E of the Exchange Act.
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The following discussion and analysis relates to the years ended December 31, 2010 and 2009, and the period from June 30, 2008
(inception) through December 31, 2008 and as of December 31, 2010, 2009 and 2008. You should read the following discussion and
analysis along with our consolidated financial statements and the related notes included in this report.

Overview

We are a Maryland corporation sponsored by IREIC and formed to acquire and develop commercial real estate located in the United
States and Canada. We also may invest in other real estate assets such as interests in real estate investment trusts, or REITs, or other
“real estate operating companies” that own these assets, joint ventures and commercial mortgage debt. We may originate or invest in
real estate-related loans made to third parties or to related parties of, or entities sponsored by, IREIC. Our primary investment
objectives are to balance investing in real estate assets that produce attractive current yield and long-term risk-adjusted returns to our
stockholders, with our desire to preserve stockholders’ capital and to pay sustainable and predictable distributions to our stockholders.
At December 31, 2010, the Company owned 25 retail properties, two office properties totaling 2,432,428 square feet and one multi-
family property totaling 300 units with a weighted average physical and economic occupancy of 93% and 97%. respectively.

On August 24, 2009, we commenced an Offering of 500,000,000 shares of our common stock at a price of $10.00 per share on a “best
efforts” basis through Inland Securities Corporation. We also are offering up to 50,000,000 shares of our common stock at a price of
$9.50 per share to stockholders who elect to participate in our DRP. We elected to be taxed as a REIT commencing with the tax year
ended December 31, 2009 and intend to continue to qualify as a REIT for federal income tax purposes.

2010 Company Highlights
In 2010, we completed our first full year of operations and continued to increase our portfolio through the acquisition of well leased,
high quality real estate. Specific 2010 achievements include:

*  Acquiring 27 properties totaling 2,337,136 square feet for approximately $356.4 million in real estate investment.

»  Financing 16 properties through borrowing or assuming approximately $205.4 million in secured first mortgages.

o Closing on a $25.0 million line of credit designed to give us short-term financing flexibility to timely close properties in

our acquisition pipeline.
e Declaring monthly distributions totaling $0.60 per share on an annualized basis.

s Generating gross proceeds (excluding DRP proceeds) totaling approximately $225.8 million from our Offering.

Liquidity and Capital Resources

Our principal demands for funds are to acquire real estate assets, to pay our operating expenses including property operating expenses,
to pay principal and interest on our outstanding indebtedness, to fund repurchases of previously issued common stock and to pay
distributions to our stockholders. We generally seek to fund our cash needs for items other than asset acquisitions from operations.
Our cash needs for acquisitions have been and will continue to be funded primarily from the sale of our shares, including through our
distribution reinvestment plan, as well as financing that is obtained concurrent with or subsequent to an acquisition. Our Business
Manager, its acquisition group, Inland Diversified Real Estate Acquisitions, Inc., and IREA, evaluate all of our potential acquisitions
and negotiate with sellers and lenders on our behalf. Pending investment in real estate assets, we temporarily invest proceeds from the
Offering in investments that yield lower returns than those earned on real estate assets.
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*otential future sources of liquidity include proceeds from secured or unsecured financings from banks or other lenders, proceeds
rom lines of credit from banks or other lenders, and undistributed cash flow from operations.

\s of December 31, 2010, the Offering had generated proceeds, net of issuer costs and commissions, the marketing contribution, due
liligence expense reimbursements, and other offering related costs, the majority of which are reallowed to third party soliciting
lealers, totaling $228,839,297.

Jur current liquidity needs have primarily been to purchase investment properties and to pay distributions, general and administrative
xpenses and offering costs. The Company funded the purchase of its investment properties through a combination of proceeds from
he Offering and financing secured by the properties. A portion of our distributions have been funded from monies provided by our
aponsor. For U.S. GAAP purposes, these monies have been treated as capital contributions from our Sponsor, although our Sponsor
‘as not received, and will not receive, any additional shares for our common stock for making any of these contributions. The
2maining portion of our distributions was funded from cash flows from operations.

Jntil we generate sufficient cash flow from operations, determined in accordance with U.S. GAAP, to fully fund distributions, some
r all of our distributions may be paid from advances or contributions from our Business Manager or IREIC or from the cash retained
y us in the case that our Business Manager defers, accrues or waives all, or a portion. of its business management fee, or waives its
ight to be reimbursed for certain expenses. A deferral, accrual or waiver of any fee or reimbursement owed to our Business Manager
as the effect of increasing cash flow from operations for the relevant period because we do not have to use cash to pay any fee or
simbursement which was deferred, accrued or waived during the relevant period. We will, however, use cash at some point in the

sature to pay any fee or reimbursement that was deferred or accrued. There is no assurance that these other sources will be available to
~and distributions in the future.

1s of December 31, 2010 and 2009, the Company owed $4,138,818 and $2,460,161, respectively, to our Sponsor and its affiliates
zlated to advances from these parties used to pay administrative and offering costs and certain accrued expenses which are included
.1 due to related parties on the accompanying consolidated balance sheets. These amounts represent non-interest bearing advances by
1e Sponsor and its affiliates, which the Company generally intends to repay.

‘ash Flow Analysis

June 30, 2008

For the year ended For the year ended (inception) through
December 31, 2010 December 31, 2009 December 31, 2008
let cash flows provided by (used in) operating activities $ 2,657,924 $ (341,922) $ (34,429)
let cash flows used in investing activities $(346,755,583) $(9,691,004) $ —
let cash flows pravided by financing activities ; $ 369,262,054 $25,369,336 $434,227

‘et cash provided by (used in) operating activities were $2,657,924, ($341,922), and ($34,429) for the years ended December 31,
010 and 2009, and the period June 30, 2008 (inception) through December 31, 2008, respectively. These funds were generated
“rimarily from property operations from our real estate portfolio and interest and dividends earned on our marketable securities and

_fvank accounts. The increase from 2008 to 2010 is due to the growth of our real estate portfolio and related property operations in
010.

‘et cash flows used in investing activities were $346,755,583, $9,691,004 and $0 for the years ended December 31, 2010 and 2009,
ad the period June 30, 2008 (inception) through December 31, 2008, respectively. We used $330,530,362 and $9,611,879 during the
zars ended December 31, 2010 and 2009, respectively to purchase properties, $5,713,744 to purchase marketable securities in 2010,
1d in 2010, $8,852,540 to fund restricted escrows required by our lenders related to certain property financing and potential earnout

“ayments. Generally, these escrows are to be used for future capital expenditures, such as tenant improvements and leasing
ymmissions, earnout payments, or as additional collateral for our mortgages.
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Our lenders control the timing of the release of these escrows which may impact the availability of the funds for future use. The
increase in net cash flows used in investing activities from 2008 to 2010 is due to the growth of our real estate portfolio and
acquisition activity in 2010.

Net cash flows provided by financing activities were $369,262,054, $25,369,336 and $434,227 for the years ended December 31,
2010 and 2009, and the period June 30, 2008 (inception) through December 31, 2008, respectively. Of these amounts, net cash flows
from financing activities of $230,367,968, $29,194,763, and $200,000, respectively, resulted from the sale of our stock and our DRP.
We generated $195,058,758 in 2010 from loan proceeds from borrowings secured by properties in our portfolio, our line of credit
facility and margin on our securities portfolio. We used $24,304,807, $5,155,077 and $796,880, respectively, to pay offering costs.
We also used $24,309,317 in 2010 to pay principal payments of mortgage debt, pay down our line of credit and margin liabilities on
our securities portfolio. We used $3,025,875, $20,000, and $0, respectively, to pay loan fee fees and deposits related to financing
related to our closed and potential acquisitions. The increase from 2008 to 2010 is mainly due to a full year of our Offering and
securing borrowings related to our investment properties tn 2010.

During the years ended December 31, 2010 and 2009, we paid distributions in the amount of'$7,031,118 and $96,035, respectively, of
which $2,889,277 and $96,035, respectively, were funded from monies contributed by our Sponsor. The remaining portion of our
2010 distributions was funded from cash flows from operations and advances by our Sponsor which were forgiven and treated as a
capital contribution in 2011, see table below. For U.S. GAAP purposes, the monies contributed by our Sponsor have been treated as
capital contributions from our Sponsor, although our Sponsor has not received, and will not receive, any additional shares of our
common stock for making any of these contributions. Our Sponsor previously invested $200,000 at the time of our formation. We did
not use any of this initial $200,000 contribution to fund these distributions. There is no assurance that our Sponsor will continue to
contribute monies to fund future distributions if cash flows from operations or borrowings are not sufficient to cover them. The
amount and timing of distributions may vary and there is no assurance that we will continue to pay distributions at the existing rate, if
at all.

A summary of the distributions declared, distributions paid and cash tlows used in operations for the year ended December 31, 2010
and 2009 follows:

Distributions Paid

Distributions Cash Flows
Year Ended Distributions Declared Per Reinvested From Contributions
December 31, Declared Share (1) Cash via DRP Total Operations by IREIC
2010 8,203,372 0.60 2,530,117 4,501,001 7,031,118 2,657,924 2,889.277(-
2009 (2) 212414 0.15 30.249 65,787 96,035 (341,922) 96,035

(1)  Assumes a share was issued and outstanding each day during the year.

(2)  Fourth quarter 2009 was the first quarter in which distributions were declared and paid.

(3) During 2010, IREIC contributed $2,889,277 to fund payment of distributions. Subsequently, on March 10, 2011, IREIC forgav:
$1.5 million in liabilities related to non interest bearing advances that were previously funded to the Company. For U.S. GAAP
purposes, this forgiveness of debt will be treated as capital contribution from our Sponsor although our Sponsor has not
received, and will not receive, any additional shares of our common stock for making this contribution.
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Results of Operations

“The following discussion is based primarily on our consolidated financial statements for the years ended December 31, 2010 and 2009
and the period from June 30. 2008 (inception) through December 31, 2008.

‘Comparison of the years ended December 31, 2010 and 2009

For the years ended December 31, 2010 and 2009, our net loss attributable to common stockholders was $1,742,989 and $296,933,
respectively, and included the following components:

Gross revenue for the years ended December 31, 2010 and 2009 totaled $18.198.452 and $96,243, respectively. The increase in 2010
‘is due to the 27 property acquisitions compared to one in 2009.

VProperty operating expenses and real estate taxes for the years ended December 31, 2010 and 2009 totaled $5,583,053 and $34,173,
respectively, and primarily consisted of costs of owning and maintaining investment property, real estate taxes, insurance, property
management fees and other maintenance costs. The increase in 2010 is due to the 27 property acquisitions compared to one in 2009.

General and administrative expenses during the years ended December 31, 2010 and 2009 totaled $1,872,417 and $223.,090,
espectively. These costs primarily consisted of legal, audit and other professional fees, insurance, board of director fees, as well as
sertain salary, information technology and other administrative cost reimbursements paid to our Business Manager and affiliates.
These results increased compared to year ended December 31, 2009 due to the growth of the operations of the Company and a related
~nerease in operating costs.

Acquisilion related costs during the years ended December 31, 2010 and 2009 totaled $1,953,181 and $50,288, respectively, and relate
‘0 acquisition, dead deal and transaction related costs to both closed and potential transactions. These costs mainly include third-party
Jue diligence costs such as appraisals, environmental studies, legal fees as well as time and travel expense reimbursements to
iffiliates. We do not pay acquisition fees to our Business Manager or its affiliates. The increase compared to the year ended

DJecember 31, 2009 relates to increased acquisition activity in 2010.

Jrganizational costs for the year ended December 31, 2009 totaled $60,042 and related to formation costs for the Company. No
yrganizational costs were incurred in 2010.

Depreciation and amortization expenses for the years ended December 31, 2010 and 2009 totaled $5,669,357 and $28,619,
espectively, and consisted of depreciation on our investment properties and amortization expense resulting from the amortization of
1icquired lease intangible assets. The increase in 2010 is due to the 27 property acquisitions compared to one in 2009.

nterest and dividend income for the years ended December 31, 2010 and 2009 totaled $358,243 and $3,036, respectively. This
nterest and dividend income was earned from the short term investment of our cash and interest and dividends earned on our
narketable securities portfolio. The increase was mainly due to an increase in average cash balances and the purchase of marketable
iecurities in 2010. There were no such purchases in 2009.

- nterest expense for the years ended December 31, 2010 and 2009 totaled $4,522,070 and $0, respectively and was primarily related to
mortgage borrowings secured by the properties in our portfolio. We incurred no interest expense in the year ended December 31, 2009
1s we had no borrowings outstanding as of December 31, 2009. As of December 31, 2010, our weighted average stated interest rate
vas 5.16% per annum.

Joncontrolling interest represents the interests of a third party in the Temple Terrace consolidated joint venture which was formed in
he third quarter of 2010.
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Comparison of the year ended December 31, 2009 and the period from June 30, 2008 (inception) through December 31, 2008

Although our results of operations include income and expenses incurred for the year ended December 31. 2009, we did not purchase
our first property until December 11, 2009. Our net loss attributable to common stockholders was $296,933 and $69,574 for 2009 and
2008, respectively, and included the following components for the applicable periods.

Gross revenue for year ended December 31, 2009 totaled $96,243 which consisted of $64,175 in tenant rental income and $32,068 in
property operating expense recoveries from tenants. Property operating expenses and real estate taxes for 2009 totaled $34,173 and
primarily consisted of costs of owning and maintaining investment property, real estate taxes, insurance and other maintenance costs.

Organizational expenses for year ended December 31, 2009 and the period from June 30, 2008 through December 31, 2008 totaled
$60,042 and 22,988, respectively, and primarily consisted of legal and other costs to form the Company.

General and administrative expenses for year ended December 31, 2009 and the period from June 30, 2008 through December 31,
2008 totaled $223,090 and $46,586, respectively, and primarily consisted of legal, audit and other professional fees, insurance, board
of director fees, as well as certain salary, information technology and other administrative cost reimbursements paid to our Business
Manager and affiliates.

Acquisition related costs for year ended December 31, 2009 totaled $50,288, and relate to acquisition, dead deal and transaction
related costs to both closed and potential transactions. These costs mainly include third-party due diligence costs such as appraisals,
environmental studies, legal fees as well as time and travel expense reimbursements to affiliates. We do not pay acquisition fees to our
business manager or its affiliates.

Depreciation and amortization expenses for year ended December 31, 2009 totaled $28,619 and are a result of depreciation on our
investment property in the amount of $16,714 and amortization expense resulting from the amortization of acquired lease intangible
assets totaling $11,905.

Interest income for year ended December 31, 2009 totaled $3,036 and was earned from the short term investment of our cash.

Investment in Unconsolidated Entities

In 2009, we became a member of a limited liability company formed as an insurance association captive (the “Insurance Captive”™),
which is owned in equal proportions by us and three other REITs sponsored by the Company’s Sponsor and serviced by an affiliate of
our Business Manager. We entered into the Insurance Captive to stabilize insurance costs, manage our exposures and recoup expenses
through the functions of the captive program.

Critical Accounting Policies

A critical accounting policy is one that, we believe, would materially affect our operating results or financial condition, and requires
management to make estimates or judgments in certain circumstances. We believe that our most critical accounting policies relate to
the valuation and allocation of investment properties, recognition of rental income, our cost capitalization and depreciation policies
and consolidation and equity accounting policies. These judgments often result from the need to make estimates about the effect of
matters that are inherently uncertain. U.S. GAAP requires information in financial statements about accounting principles, methods
used and disclosures pertaining to significant estimates. The following disclosure discusses judgments known to management
pertaining to trends, events or uncertainties that were taken into consideration upon the application of critical accounting policies and
the likelihood that materially different amounts would be reported upon taking into consideration different conditions and
assumptions.
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“onsolidation

‘he accompanying consolidated financial statements include the accounts of the Company, as well as all wholly-owned subsidiaries
nd entities in which the Company has a controlling financial interest. Interests of third parties in these consolidated entities are
sflected as noncontrolling interests in the accompanying consolidated financial statements. Wholly-owned subsidiaries generally
onsist of limited liability companies (LLCs). All intercompany balances and transactions have been eliminated in consolidation.

:ach property is owned by a separate legal entity which maintains its own books and financial records.

yfering and Organizational Costs

‘osts associated with the Offering will be deferred and charged against the gross proceeds of the Offering upon the sale of shares.
“ormation and organizational costs will be expensed as incurred.

‘ash and Cash Equivalents

Ve consider all demand deposits and money market accounts and all short-term investments with a maturity of three months or less, at
1e date of purchase, to be cash equivalents. We maintain our cash and cash equivalents at financial institutions. The combined

ccount balances at one or more institutions periodically exceed the Federal Depository Insurance Corporation (“FDIC”) insurance
overage and, as a result, there will be a concentration of credit risk related to amounts on deposit in excess of FDIC insurance
overage. We believe that the risk is not significant, as we do not anticipate the financial institutions’ non-performance.

“estricted Cash and Escrows

estricted cash and the offsetting liability, which is recorded in accounts payable and accrued expenses in the accompanying
snsolidated balance sheets, consist of funds received from investors relating to shares of the Company to be purchased by such
vestors. Restricted escrows primarily consist of cash held in escrow based on lender requirements for collateral or funds to be used
»r the payment of insurance, real estate taxes, tenant improvements, leasing commissions and acquisition related earnouts.

evenue Recognition

/e commence revenue recognition on our leases based on a number of factors. In most cases, revenue recognition under a lease
agins when the lessee takes possession of or controls the physical use of the leased asset. Generally, this occurs on the lease
ymmencement date. The determination of who is the owner, for accounting purposes, of the tenant improvements determines the
ature of the leased asset and when revenue recognition under a lease begins. If we are the owner, for accounting purposes, of the
mant improvements, then the leased asset is the finished space and revenue recognition begins when the lessee takes possession of
ie finished space, typically when the improvements are substantially complete.

“we conclude we are not the owner, for accounting purposes, of the tenant improvements (the lessee is the owner), then the leased
sset will be the unimproved space and any tenant improvement allowances funded under the lease are treated as lease incentives
hich reduces revenue recognized over the term of the lease. In these circumstances, we begin revenue recognition when the lessee
< kes possession of the unimproved space for the lessee to construct their own improvements. We consider a number of different
“ictors to evaluate whether it or the lessee is the owner of the tenant improvements for accounting purposes. The determination of who
wns the tenant improvements, for accounting purposes, is subject to significant judgment.

7e recognize rental income on a straight-line basis over the term of each lease. The difference between rental income earned on a
raight-line basis and the cash rent due under the provisions of the lease agreements is recorded as deferred rent receivable and is
icluded as a component of accounts and rents receivable in the accompanying consolidated balance sheets.

45



Due to the impact of the straight-line basis, rental income generally will be greater than the cash collected in the early years and
decrease in the later years of a lease. We periodically review the collectability of outstanding receivables. Allowances are taken for
those balances that we deem to be uncollectible, including any amounts relating to straight-line rent receivables.

Reimbursements from tenants for recoverable real estate tax and operating expenses are accrued as revenue in the period the
applicable expenses are incurred. We make certain assumptions and judgments in estimating the reimbursements at the end of each
reporting period. We do not expect the actual results to materially differ from the estimated reimbursement.

We recognize lease termination income if there is a signed termination letter agreement, all of the conditions of the agreement have
been met, the tenant is no fonger occupying the property and amounts due are considered collectible. Upon early lease termination, we
provide for losses related to unrecovered intangibles and other assets. As a lessor, we defer the recognition of contingent rental
income, such as percentage rent, until the specified target that triggered the contingent rental income is achieved.

Capitalization and Depreciation

Real estate acquisitions are recorded at cost less accumulated depreciation. Improvement and betterment costs are capitalized, and
ordinary repairs and maintenance are expensed as incurred.

Costs in connection with the acquisition of real estate properties and businesses are expensed as incurred.

Depreciation expense is computed using the straight line method. Building and improvements are depreciated based upon estimated
useful lives of 30 years for building and improvements and 5-15 years for furniture, fixtures and equipment and site improvements.

Tenant improvements are amortized on a straight line basis over the life of the related lease as a component of depreciation and
amortization expense.

Leasing fees are amortized on a straight-line basis over the life of the related lease as a component of depreciation and amortization.

Loan fees are amortized on a straight-line basis, which approximates the effective interest method, over the life of the related loans as
a component of interest expense.

The portion of the purchase price allocated to acquired above market lease costs and acquired below market lease costs are amortized
on a straight-line basis over the life of the related lease as an adjustment to net rental income. Acquired in-place lease costs and other
leasing costs are amortized on a straight-line basis over the weighted-average remaining lease term as a component of amortization
expense.

Cost capitalization and the estimate of useful lives require judgment and include significant estimates that can and do change.

Fair Value Measurements

We estimate fair value using available market information and valuation methodologies we believe to be appropriate for these
purposes. Considerable judgment and a high degree of subjectivity are involved in developing these estimates and, accordingly, they -
are not necessarily indicative of amounts that would be realized upon disposition.
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We define fair value based on the price that would be received upon sale of an asset or the exit price that would be paid to transfer a
iability in an orderly transaction between market participants at the measurement date. We establish a fair value hierarchy that
syrioritizes observable and unobservable inputs used to measure fair value. The fair value hierarchy consists of three broad levels,
which are described below:

»  Level 1 — Quoted prices in active markets for identical assets or liabilities that the entity has the ability to access.

o Level 2 — Observable inputs, other than quoted prices included in Level 1, such as quoted prices for similar assets and
liabilities in active markets; quoted prices for identical or similar assets and liabilities in markets that are not active; or
other inputs that are observable or can be corroborated by observable market data.

o Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant to the fair value
of the assets and liabilities. This includes certain pricing models, discounted cash flow methodologies and similar
techniques that use significant unobservable inputs.

Acquisition of Investment Properties

Ne are required to determine the total purchase price of each acquired investment property. which includes estimating any contingent

:onsideration to be paid or received in future periods. We are required to allocate the purchase price of each acquired investment

yroperty between land, building and improvements, acquired above market and below market leases. in-place lease value, and any

issumed financing that is determined to be above or below market terms. In addition, we are required to allocate a portion of the

yurchase price to the value of customer relationships, if any. The allocation of the purchase price is an area that requires judgment and
ignificant estimates. We use the information contained in the independent appraisal obtained at acquisition or other market sources as
- he basis for the allocation to land and building and improvements.

“he aggregate value of intangibles is measured based on the difference between the stated price and the property value calculation as

f vacant. We determine whether any financing assumed is above or below market based upon comparison to similar financing terms

or similar investment properties. We also allocate a portion of the purchase price to the estimated acquired in-place lease costs based

n estimated lease execution costs for similar leases as well as lost rent payments during assumed lease up period when calculating as
fvacant fair values. We also evaluate each acquired lease based upon current market rates at the acquisition date and we consider

-arious factors including geographical location, size and location of leased space within the investment property, tenant profile and the

redit risk of the tenant in determining whether the acquired lease is above or below market lease costs.

sfter an acquired lease is determined to be above or below market lease costs, we allocate a portion of the purchase price to such
bove or below acquired lease costs based upon the present value of the difference between the contractual lease rate and the

stimated market rate. The determination of the discount rate used in the present value calculation is based upon the “risk free rate.”
“his discount rate is a significant factor in determining the market valuation which requires our judgment of subjective factors such as
aarket knowledge, economics, demographics, location, visibility, age and physical condition of the property.

mpairment of Investment Property

Ve assess the carrying values of our respective long-lived assets whenever events or changes in circumstances indicate that the
--arrying amounts of these assets may not be fully recoverable. Recoverability of the assets is measured by comparison of the carrying
mount of the asset to the estimated future undiscounted cash flows. In order to review our assets for recoverability, we consider
urrent market conditions, as well as our intent with respect to holding or disposing of the asset. Fair value is determined through
“arious valuation techniques, including discounted cash flow models, quoted market values and third party appraisals, where
onsidered necessary (Level 3 inputs).
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If our analysis indicates that the carrying value of the long-lived asset is not recoverable on an undiscounted cash flow basis, we
recognize an impairment charge for the amount by which the carrying value exceeds the current estimated fair value of the real estate
property.

We estimate the future undiscounted cash flows based on our intent as follows: (i) for real estate properties that we intend to hold
long-term, including land held for development, properties currently under development and operating buildings, recoverability is
assessed based on the estimated future net rental income from operating the property and termination value; and (ii) for real estate
properties that we intend to sell, including land parcels, properties currently under development and operating buildings, recoverability
is assessed based on estimated proceeds from disposition that are estimated based on future net rental income of the property and
expected market capitalization rates.

The use of projected future cash flows is based on assumptions that are consistent with our estimates of future expectations and the
strategic plan we use to manage our underlying business. However assumptions and estimates about future cash flows, including
comparable sales values, discount rates, capitalization rates, revenue and expense growth rates and lease-up assumptions which impac
the discounted cash flow approach to determine value, are complex and subjective. Changes in economic and operating conditions anc
our ultimate investment intent that occur subsequent to the impairment analyses could impact these assumptions and result in future
impairment charges of the real estate properties.

In addition, we evaluate our equity method investments for impairment indicators. The valuation analysis considers the investment
positions in relation to the underlying business and activities of our investments.

Impairment of Marketable Securities

We assess our investments in marketable securities for changes in the market value of the investments. A decline in the market value
of any available-for-sale or held-to-maturity security below cost that is deemed to be other-than-temporary, will result in an
impairment to reduce the carrying amount to fair value. The impairment will be charged to earnings and a new cost basis for the
security will be established. To determine whether an impairment is other-than-temporary, we consider whether we have the ability
and intent to hold the investment until a market price recovery and consider whether evidence indicating the cost of the investment is
recoverable outweighs evidence to the contrary. Evidence considered in this assessment includes the reasons for the impairment, the
severity and duration of the impairment, changes in value subsequent to year-end, forecasted performance of the investee, and the
general market condition in the geographic area or industry the investee operates in. We consider the following factors in evaluating
our securities for impairments that are other than temporary:

« declines in REIT stocks and the stock market relative to our marketable security positions;
»  the estimated net asset value (“NAV”) of the companies we invest in relative to their current market prices;

- future growth prospects and outlook for companies using analyst reports and company guidance, including dividend
coverage, NAV estimates and growth in “funds from operations,” or “FFO;” and

o duration of the decline in the value of the securities.

Partially-Owned Entities

We consolidate the operations of a joint venture if we determine that we are either the primary beneficiary of a variable interest entity
(VIE) or have substantial influence and control of the entity. The primary beneficiary is the party that has the ability to direct the
activities that most significantly impact the entity’s economic performance and the obligation to absorb losses and right to receive the
returns from the VIE that would be significant to the VIE. There are significant judgments and estimates involved in determining the
primary beneficiary of a variable interest entity or the determination of who has control and influence of the entity. When we
consolidate an entity, the assets, liabilities and results of operations will be included in our consolidated financial statements.
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n instances where we are not the primary beneficiary of a variable interest entity or we do not control the joint venture, we use the
-Juity method of accounting. Under the equity method, the operations of a joint venture are not consolidated with our operations but
istead our share of operations would be reflected as equity in earnings (loss) on unconsolidated joint ventures on our consolidated
atements of operations and other comprehensive income. Additionally, our net investment in the joint venture is reflected as
vestment in and advances to joint venture as an asset on the consolidated balance sheets.

EIT Status

’e have qualified and have elected to be taxed as a REIT beginning with the tax year ended December 31, 2009. In order to qualify as
REIT, we are required to distribute at least 90% of our annual taxable income, subject to certain adjustments, to our stockholders.

/e must also meet certain asset and income tests, as well as other requirements. We will monitor the business and transactions that
“ay potentially impact our REIT status. If we fail to qualify as a REIT in any taxable year, without the benefit of certain relief
“ovisions, we will be subject to federal (including any applicable alternative minimum tax) and state income tax on our taxable

come at regular corporate rates.

ontractual Obligations

1e table below presents, on a consolidated basis, our obligations and commitments to make future payments under debt obligations
rcluding interest) as of December 31, 2010.

Payments due by period

2016 and
, Total 2011 20122013 20142015 Thereafter
‘incipal payments on long-term debt (1) $184,193,320 $14,707,112 $ 427,719 $ 85,902,590 $ 83,155,899
‘terest payments on long-term debt 56,160,969 9,310,882 17,129,415 14,945,677 14,744,995
-edit facility (2) 7,000,000 — 7,000,000 — —_
:curities margin payable 1,506,867 1,506,867 — — —
tal $248,861,156 $25,524,86] $24,557,134 $100,848,267 $97.900,894

) The long-term debt obligations excludes mortgage premiums associated with debt assumed at acquisition of which a premium of
$171,308, net of accumulated amortization, is outstanding as of December 31, 2010.
) OnlJanuary 5, 2011, the outstanding principal balance of $7,000,000 was repaid to the lender.

s of December 31, 2010, we had outstanding commitments to fund approximately $8,955,000 into the Temple Terrace joint venture
r a redevelopment project. We intend to fund these outstanding commitments with proceeds from our Offering.

e provided a partial guarantee on two loans of our subsidiaries making these loans recourse for 50% of the unpaid principal from

ne to time and 100% of unpaid interest. As of December 31, 2010, the outstanding principal balance on these two loans totaled
0,500,000.

*om time to time we acquire properties subject to the obligation to pay the seller additional monies depending on the future leasing
““d occupancy of the property. These earnout payments are based on a predetermined formula. Each earnout agreement has a time
nit and other parameters regarding the obligation to pay any additional monies. If at the end of the time period, certain space has not

~en leased and occupied, we will not have any further obligation. As of December 31, 2010, we had a liability of $12,904,371
orded on the consolidated balance sheet in relation to the earnouts.
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Off-Balance Sheet Arrangements

We currently have no off-balance sheet arrangements that are reasonably likely to have a material cutrent or future effect on our
financial condition, changes in financial condition, revenues or expenses, results of operations, liquidity, capital expenditures or
capital resources.

Subsequent Events

We have evaluated events and transactions that have occurred subsequent to December 31, 2010 for potential recognition and
disclosure in the consolidated financial statements in this Annual Report.

Our board of directors declared distributions payable to stockholders of record each day beginning on the close of business on
January 1, 2011 through the close of business on March 31, 2011. Distributions were declared in a daily amount equal to $0.0016438
per share, which if paid each day for a 365-year period, would equate to a 6.0% annualized rate based on a purchase price of $10.00
per share. Distributions were and will continue to be paid monthly in arrears, as follows:

e InJanuary 2011, total distributions declared for the month of December 2010 were paid in the amount equal to
$1,288.633, of which $478,335 was paid in cash and $810,298 was reinvested through the Company’s DRP, resulting in
the issuance of an additional 85,295 shares of common stock.

e In February 2011, total distributions declared for the month of January 2011 were paid in the amount equal to $1,399,91:
of which $517,788 was paid in cash and $882,125 was reinvested through the Company’s DRP, resulting in the issuance
of an additional 92,855 shares of common stock.

° In March 2011, total distributions declared for the month of February 2011 were paid in the amount equal to $1,385,503
of which $515,521 was paid in cash and $869,982 was reinvested through the Company’s DRP, resulting in the issuance
of an additional 91,577 shares of common stock. '

On February 25, 2011, our wholly owned subsidiary formed for this purpose, acquired a fee simple interest in a 97,011 square foot
center known as Waxahachie Crossing located in Waxahachie, Texas. We purchased this property from an unaffiliated third party fo
$15.5 million. Concurrent with closing, we entered into a $7.75 million loan secured by a first mortgage on the property. This loan
bears interest at a fixed rate equal to 5.55% per annum, and matures on March 1, 2021.

On March 10, 2011, IREIC forgave $1,500,000 in liabilities related to non interest bearing advances that were previously funded to
the Company. For U.S. GAAP purposes, this forgiveness of debt will be treated as capital contribution from our Sponsor although ot
Sponsor has not received, and will not receive, any additional shares of our common stock for making this contribution.

On March 4, 2011, our wholly owned subsidiary, entered into a $8.38 million loan secured by a first mortgage on the Lima
Marketplace property, located in Fort Wayne, Indiana which was acquired in December 2010. This loan bears interest at a fixed rate
equal to 5.80% per annum, and matures on April 1, 2021.

On March 9, 2011, our wholly owned subsidiary acquired a fee simple interest in a 180,758 square foot retail property known as
Village at Bay Park located in Ashwaubenon, Wisconsin, for a purchase price equal to approximately $16.7 million.

On March 11, 2011, two wholly owned subsidiaries acquired fee simple interests in two retail centers, a 168,814 square foot center
known as Prattville Town Center located in Prattville, Alabama and a 133,674 square foot center known as Northcrest Shopping
Center, located in Charlotte, North Carolina, together referred to as the “Collett Portfolio.” We purchased these properties for
approximately $54.0 million. However, spaces totaling 20,294 square feet at Prattville Town Center and spaces totaling 31,625 squa
feet at Northcrest Shopping Center are subject to earnout closings aggregating $2.7 million and $8.9 million, respectively. We will n
be required to pay the earnouts on these spaces unless the spaces are leased, or the tenants are paying full rent, as the case may be,
pursuant to the parameters set forth in the purchase agreement within thirty-six months of closing.
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Jn March 11, 2011, our wholly-owned subsidiary entered into a $9.35 million interest rate swap associated with the variable rate debt
'n the Kohl’s Bend River Promenade property. We will be making the fixed-rate payment over the life of the agreement and the

ounterparty will be paying us the variable rate payment. This swap bears interest at a fixed rate equal to 5.01% per annum, and
ratures on November 5, 2015.

)n March 15, 2011, we entered into an amendment to the Credit Facility to increase the borrowing capacity from $25.0 million to
50.0 million. We will continue to have the right, provided no default has occurred and is continuing, to increase the aggregate
apacity to $150.0 million. All other material terms under the Credit Facility remain unchanged.

m March 25, 2011, our wholly-owned subsidiary acquired a fee simple interest in a 409,747 square foot retail center known as
andstown Commons Shopping Center, located in Virginia Beach, Virginia. We purchased this property from an unaffiliated third
‘arty for $91.2 million. Concurrent with closing, we entered into a $68.4 million loan secured by a first mortgage on the property.

‘'his loan bears interest at a variable rate currently equal to 3.26% per annum, and has a one-year term and a one-year extension
ption.

s of March 25, 2010, we have raised total equity, net of commissions, marketing contribution, and due diligence expense
:imbursements, of approximately $305.0 million and have issued approximately 33.8 million shares of common stock.

em 7A. Quantitative and Qualitative Disclosures About Market Risk

/e may be exposed to interest rate changes primarily as a result of long-term debt used to purchase properties or other real estate
sssets, maintain liquidity and fund capital expenditures or operations. We currently have limited exposure to financial market risks. In
‘idition, as all long-term debt as of December 31, 2010 except one mortgage payable and the Credit Facility is at a fixed rate, the
‘ompany’s exposure to interest rate changes is limited. As of December 31, 2010, we had outstanding mortgage debt totaling

184,193,320 secured by mortgages on 16 of our properties at a weighted average interest rate equal to 5.16% per annum and a
“eighted average maturity of 5.8 years.

‘e may use derivative financial instruments to hedge exposures to changes in interest rates on loans secured by our assets and
vestments in commercial mortgage-backed securities. Derivative instruments may include interest rate swap contracts, interest rate
ip or floor contracts, futures or forward contracts, options or repurchase agreements. Our actual hedging decisions will be determined
' light of the facts and circumstances existing at the time of the hedge and may differ from our currently anticipated hedging strategy.
we use derivative financial instruments to hedge against interest rate fluctuations, we will be exposed to both credit risk and market
sk. Credit risk is the failure of the counterparty to perform under the terms of the derivative contract. If the fair value of a derivative
mtract is positive, the counterparty will owe us, which creates credit risk for us because the counterparty may not perform. Market
sk is the adverse effect on the value of a financial instrument that results from a change in interest rates. We will seek to manage the

arket risk associated with interest-rate contracts by establishing and monitoring parameters that limit the types and degree of market
sk that may be undertaken. There is no assurance we will be successful.

ur board has established policies and procedures regarding our use of derivative financial instruments for

_Irposes of fixing or capping floating interest rate debt if it qualifies as an effective hedge pursuant to U.S. GAAP for principal
~nounts up to $50,000,000 per transaction.
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Securities Price Risk

Securities price risk is risk that we will incur economic losses due to adverse changes in equity and debt security prices. Our exposure
to changes in equity and debt security prices is a result of our investment in these types of securities. Market prices are subject to
fluctuation and therefore, the amount realized in the subsequent sale of an investment may significantly differ from the reported
market value. Fluctuation in the market prices of a security may result from any number of factors including perceived changes in the
underlying fundamental characteristics of the issuer, the relative price of alternative investments, interest rates, default rates, and
general market conditions. Additionally, amounts realized in the sale of a particular security may be affected by the relative quantity
of the security being sold. We do not currently engage in derivative or other hedging transactions to manage our security pricing risk.

While it is difficult to project what factors may affect the prices of equity and debt sectors and how much the effect might be, the tabl
below illustrates the impact of a ten percent increase and a ten percent decrease in the price of the equities and debt held by us would
have on the value of the total assets and our book value of as of December 31, 2010.

Hypothetical 10% Hypothetical 10%
Decrease in Increase in
Cost Fair Value Market Value Market Value
Equity securities $3,641,275 $ 3,822,500 $3,440,250 $4,204,750
Debt securities 2,004,958 1,987,874 1,789,087 _ 2,186,662
Marketable securities $5,646,233 $5,810,374 $5,229,337 $6,391,412
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders
Inland Diversified Real Estate Trust, Inc.:

We have audited the accompanying consolidated balance sheets of Inland Diversified Real Estate Trust, Inc. and subsidiaries as of
December 31, 2010 and 2009, and the related consolidated statements of operations and other comprehensive income, equity, and cas
flows for the years ended December 31, 2010 and 2009 and the period from June 30, 2008 (inception) through December 31, 2008. Ir
connection with our audits of the consolidated financial statements, we have also audited the financial statement schedule I11. These
consolidated financial statements are the responsibility of the management of Inland Diversified Real Estate Trust, Inc. Our
responsibility is to express an opinion on these consolidated financial statements and financial statement schedule 111 based on our
audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Thos
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well a
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of
Inland Diversified Real Estate Trust, Inc. and subsidiaries as of December 31, 2010 and 2009, and the results of their operations and
their cash flows for the years ended December 31, 2010 and 2009 and the period from June 30, 2008 (inception) through

December 31, 2008, in conformity with U.S. generally accepted accounting principles. Also in our opinion, the related financial
statement schedule 111, when considered in relation to the basic consolidated financial statements taken as a whole, presents fairly, in
all material respects, the information set forth therein.

/s KPMG LLP
Chicago, lllinois
March 30, 2011
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

Consolidated Balance Sheets

Assets
ssets:
wvestment properties (note 3):
Land
Building and improvements
Construction in progress

Total
Less accumulated depreciation

Net investment properties

ash and cash equivalents

sstricted cash and escrows (note 2)

-vestment in marketable securities (note 6)

vestment in unconsolidated entities (notes 5 and 8)

scounts and rents receivable (net of allowance of $258,938 and $0)
“:quired lease intangibles, net (note 2)

‘2ferred costs, net

‘her assets

rtal assets
Liabilities and Equity

abilities:

ortgages, credit facility and securities margins payable (note 9)
scrued offering expenses

:counts payable and accrued expenses

stributions payable

scrued real estate taxes payable

:ferred investment property acquisition obligations (note 13)
her liabilities

:quired below market lease intangibles, net (note 2)

1e to related parties (notes 8 and 15)

tal liabilities

mmitments and contingencies
~sckholders’ equity:

zferred stock, $.001 par value, 40,000,000 shares authorized, none outstanding
mmon stock, $.001 par value, 2,460,000,000 shares authorized, 26,120,871 and 2,958,096
shares issued and outstanding as of December 31, 2010 and 2009, respectively
lditional paid in capital, net of offering costs of $30,633,908 and $6,218.993 as of

December 31, 2010 and 2009, respectively
cumulated distributions and net loss
cumulated other comprehensive income

tal Company stockholders’ equity
ncontrolling interests

_tal equity
tal liabilities and equity

December 31, 2010

December 31, 2009

S 86,662,482

$ 2,500,000

227,681,929 5,654,068
2,394,327 -
316,738,738 8,154,068
(3,328,937) (16,714)
313,409,801 8,137,354
40,900,603 15,736,208
9,597.135 79.404
5,810,374 —
189,861 188,500
2.307.605 17,211
73,778,189 2,041,780
2,861,863 20,000
1,259,004 218,841
$450.114.,435 $26,439,298
$192,871,495 $ —
234,629 267,036
1,290,000 201,848
1,288,633 116,379
783,275 —
12,904,371 —
1,979,828 106,845
8,674,351 509,145
4,138,818 2,460,161
224,165,400 3,661,414
26,121 2,958
231,881,728 23,353,847
(10,525,282) (578,921)
164,141 —
221.546,708 22,777,884
4,402,327 —
225,949,035 22,777.884

$450,114,435

$26,439,298

See accompanying notes to consolidated financial statements.
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

Consolidated Statements of Operations and Other Comprehensive Income

Income:
Rental income
Tenant recovery income
Other property income

Total income

Expenses:
Organizational costs
General and administrative expenses
Acquisition related costs
Property operating expenses
Real estate taxes
Depreciation and amortization
Business management fee—related party
(note 8)

Total expenses

Operating income (loss)

Interest and dividend income

Realized loss on investment securities
Interest expense

Equity in income of unconsolidated entities

Net loss
Less: net income attributable to noncontrolling interests

Net loss attributable to common stockholders

Net loss attributable to common stockholders per common share, basic

and diluted (note 12)

Weighted average number of common shares outstanding, basic and

diluted

Year ended
December 31, 2010

Year ended
December 31, 2009

Period from
June 30, 2008
(inception) through
December 31, 2008

$14,323,524
3,282,089
592,839

18,198,452

1,872,417
1,953,181
3,321,058
2,261,995
5,669,357

602,802
15,680,810

2,517,642

358,243
(2,532)
(4,522,070)

1,361
(1,647,356)
(95,633)

$(1,742,989)
$  (0.13)

13,671,936

§ 64,175
32,068

96,243

60,042
223,090
50,288
21,838
12,335
28,619

396,212

(299,969)
3,036

(296,933)
$(296,933)
S (0.81)

367,888

See accompanying notes to consolidated financial statements.
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

Consolidated Statements of Operations and Other Comprehensive Income

(continued)

~omprehensive income (loss):
et loss

Other comprehensive income:

‘Jnrealized gain on investment securities

.oss reclassified into earnings from other comprehensive income
-omprehensive loss

.ess: comprehensive income attributable to noncontrolling interests
‘omprehensive loss attributable to common stockholders

See accompanying notes to consolidated financial statements.
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Year ended

December 31, 2010

$(1,647,356)

161,609
2,532

(1,483,215)

(95,633)
5(1,578,848)

Year ended

December 31, 2009

Period from
June 30, 2008
(inception) through
December 31, 2008

$(296,933)

(296,933)

$(296,933)

$(69,574)

(69,574)

$(69,574)
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

Consolidated Statements of Cash Flows

Period from
June 30, 2008

Year ended Year ended (inception) through
December 31, 2010 December 31, 2009 December 31, 2008

ish flows from operations:
2tloss $  (1,647.356) $(296,933) $(69,574)
Jjustments to reconcile net loss to net cash provided by (used in) operating activitics:

225.866.966

Depreciation and amortization 5.669.357 28.619

Amortization of debt premium and financing costs 79,858 — -

Amortization of acquired above market leases 704,548 455 —

Amortization of acquired below market Jeases (249.127) (2.543) —

Straight-line rental income (523,810) (5.396) —

Equity in income of unconsolidated entities (1,361) — —

Discount on shares issued to affiliates 83,240 e e

Payment of Jeasing fees (2.400) e —
anges in assets and liabilities:

Restricted escrows 293,021 — —

Accounts and rents receivable, net (1,520,893) (11.815) —

Other asscts (435,032) (123,216) —

Accounts payable and accrued expenses 766.185 68,907 35,145

Accrued real estate taxes payable (271.191) - —

Other liabilities (1,267,737) e

Due 1o related parties 980,622 — e

st cash flows provided by (used in) operating activities 2,657.924 (341,922) (34.429)

sh flows from investing activities:

Purchase of investment propertics (330,530,362) (9,611,879) o

Capital expenditures and tenant improvements (1.617,073)

Purchase of investment securities (5,713.744) — —

Sale of investment securitics 67,511 . -

Restricted escrows (8.852.540) - -

Investment in unconsolidated entities (109,375) (79,125) —
teash flows used in investing activities (346,755,583) (9,691.004) -
sh flows from financing activities:

Proceeds from offering 29.128.976

200,000

Proceeds from the dividend reinvesiment program 501.002 65,787 —
Shares repurchased (289,526) — -
Payment of offering costs (24.304,807) (5,155,077) (796.880)
Proceeds from mortgages payable 183.415.000 e ——
Principal payments of mortgage debt (21,172.426) e
Proceeds from credit facility 10,000.000 - —
Principal payments on credit facility (3.000,000) B —
Proceeds from securitics margin debt 1,643,758 — —
Principal payments on securities margin debt (136,891) — —
Payment of loan fees and deposits (3.025.875) (20,000) -
Distributions paid (7.031.118) (96,035) -
Distributions paid to noncontrolling interests (93.306) s .
Restricted escrows —— (79,404) —
Due to refated parties 1.429,054 1.031.107
Contributions from sponsor 2,889,277 96,035 —
. cash flows provided by financing activities 369,262,054 25,369,336 434,227
increasc in cash and cash equivalents 25,164,395 15.336.410 399,798
h and cash equivalents, at beginning of period 15,736,208 399.798 —

h and cash cquivalents, at end, of period

$ 40,900,603

$ 15,736,208

See accompanying notes to consolidated financial statements.



INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

Consolidated Statements of Cash Flows
(continued)

Year ended
December 31, 2010

Year ended

December 31, 2009

Period from
June 30, 2008
(inception) through
December 31, 2008

Supplemental disclosure of cash flow information:
In conjunction with the purchase of investment propertics, the Company acquired assets and
assumed liabilities as follows:

Land $ 84,162,482

Building and improvements 222,027,861

Construction in progress 371,632

Acquired in-place lease intangibles 58,585,156

Acquired above market lease intangibles 16,157,478

Acquired below market lease intangibles (8,414,333)
Assumption of mortgage debt at acquisition (21,950,745)
Non-cash mortgage premium (280,323)
Tenant improvement payable (25,720)
Deferred investment property acquisition obligations (12,848,954)
Other liabilities (2,940,678)
Restricted escrows 758,170

Accounts receivable 245,691

Deferred costs 2,500

Other assets 134,611

Accrued real estate taxes (1,054.466)
Noncontrolling interest non-cash property contribution (4,400,000)
Purchase of investment properties $ 330,530,362

Cash paid for interest $ 3,854,203

Supplemental schedule of non-cash investing and financing activities:

Distributions payable $ 1,288,633

Accrued offering expenses $ 234,629

See accompanying notes to consolidated financial statements.
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$ 2,500,000
5,654,068
2,000,000

54,140
(511,688)

(95,266)
10,625

$ 9,611,879
$ —

$ 116,379
$ 267,036



INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2010, 2009 and 2008

1) Organization

nland Diversified Real Estate Trust, Inc. (which may be referred to as the “Company.” “we,” *“us.” or “our”) was formed on June 30,
2008 (inception) to acquire and develop a diversified portfolio of commercial real estate investments located in the United States and
“anada. The Company has entered into a Business Management Agreement (the “Agreement”) with Inland Diversified Business
vianager & Advisor, Inc. (the “Business Manager™), to be the Business Manager to the Company. The Business Manager is a related
yarty to our sponsor, Inland Real Estate Investment Corporation (the “Sponsor”). In addition, Inland Diversified Real Estate Services
“.LC, Inland Diversified Asset Services LLC, Inland Diversified Leasing Services LLC and Inland Diversified Development Services
"_LC, which are indirectly controlled by the four principals of The InJand Group. Inc. (collectively, the “Real Estate Managers™), serve
is the Company’s real estate managers. The Company is authorized to sell up to 500,000,000 shares of common stock (*“Shares”) at
+10.00 each in an initial public offering (the “Offering”) which commenced on August 24, 2009 and up to 50,000,000 shares at $9.50
:ach issuable pursuant to the Company’s distribution reinvestment plan (“DRP”).

“he Company provides the following programs to facilitate investment in the Company’s shares and limited liquidity for stockholders.

"he Company allows stockholders who purchase shares in the Offering to purchase additional shares from the Company by
utomatically reinvesting distributions through the DRP, subject to certain share ownership restrictions. Such purchases under the

“IRP are not subject to selling commissions or the marketing contribution and due diligence expense allowance, and are made at a
rice of $9.50 per share.

“he Company is authorized to repurchase shares under the share repurchase program, as amended (“SRP™), if requested, subject to,
mong other conditions, funds being available. In any given calendar month, proceeds used for the SRP cannot exceed the proceeds
rom the DRP, for that month. In addition, the Company will limit the number of shares repurchased during any calendar year to 5%

f the number of shares of common stock outstanding on December 31* of the previous year. In the case of repurchases made upon the
cath of a stockholder, however, the Company is authorized to use any funds to complete the repurchase, and neither the limit
zgarding funds available from the DRP nor the 5% limit will apply. The SRP will be terminated if the Company’s shares become
sted for trading on a national securities exchange. In addition, the Company’s board of directors, in its sole direction, may amend,
uspend or terminate the SRP.

it December 31, 2010, the Company owned 25 retail properties, two office properties and one multi-family property totaling
432,428 square feet and 300 units with a weighted average physical occupancy of 93% and an economic occupancy of 97%.

conomic occupancy excludes square footage associated with an earnout component. At the time of acquisition, certain properties
ave an carnout component to the purchase price, meaning the Company did not pay a portion of the purchase price at closing,
ithough they own the entire property. The Company is not obligated to pay this contingent purchase price unless space which was
acant at the time of acquisition is later rented within the time limits and parameters set forth in the acquisition agreement (note 13).

-!) Summary of Significant Accounting Policies
reneral

he accompanying consolidated financial statements have been prepared in accordance with U.S generally accepted accounting
tinciples (“U.S. GAAP™) and require management to make estimates and assumptions that affect the reported amounts of assets and
abilities and disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the reported
nounts of revenues and expenses during the reporting periods. Actual results could differ from those estimates.
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2010, 2009 and 2008

Certain amounts in the prior period consolidated financial statements have been reclassified to conform to the current year
presentation.

Consolidation

The accompanying consolidated financial statements include the accounts of the Company, as well as all wholly-owned subsidiaries
and entities in which the Company has a controlling financial interest. Interests of third parties in these consolidated entities are
reflected as noncontrolling interests in the accompanying consolidated financial statements. Wholly-owned subsidiaries generally
consist of limited liability companies (LLCs). All intercompany balances and transactions have been eliminated in consolidation.

Each property is owned by a separate legal entity which maintains its own books and financial records.

Offering and Organizational Costs

Costs associated with the Offering were deferred and charged against the gross proceeds of the Offering upon the sale of shares.
Formation and organizational costs were expensed as incurred.

Cash and Cash Equivalents

The Company considers all demand deposits and money market accounts and all short-term investments with a maturity of three
months or less, at the date of purchase, to be cash equivalents. The Company maintains its cash and cash equivalents at financial
institutions. The combined account balances at one or more institutions periodically exceed the Federal Depository Insurance
Corporation (“FDIC”) insurance coverage and, as a result, there is a concentration of credit risk related to amounts on deposit in
excess of FDIC insurance coverage. The Company believes that the risk is not significant, as the Company does not anticipate the
financial institutions’ non-performance.

Restricted Cash and Escrows

Restricted cash and the offsetting liability, which is recorded in accounts payable and accrued expenses, consist of funds received
from investors in the amounts of $279,447 and $79,404 as of December 31, 2010 and 2009, respectively, relating to shares of the
Company to be purchased by such investors. Restricted escrows of $9,317,688 as of December 31, 2010 primarily consist of cash helc
in escrow based on lender requirements for collateral or funds to be used for the payment of insurance, real estate taxes, tenant
improvements, leasing commissions and acquisition related earnouts (note 13).

Revenue Recognition

The Company commences revenue recognition on its leases based on a number of factors. In most cases, revenue recognition under a
lease begins when the lessee takes possession of or controls the physical use of the leased asset. Generally, this occurs on the lease '
commencement date. The determination of who is the owner, for accounting purposes, of the tenant improvements determines the
nature of the leased asset and when revenue recognition under a lease begins. If the Company is the owner, for accounting purposes,
of the tenant improvements, then the leased asset is the finished space and revenue recognition begins when the lessee takes
possession of the finished space, typically when the improvements are substantially complete.
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2010, 2009 and 2008

{f the Company concludes it is not the owner, for accounting purposes, of the tenant improvements (the lessee is the owner), then the
eased asset is the unimproved space and any tenant improvement allowances funded under the lease are treated as lease incentives
which reduces revenue recognized over the term of the lease. In these circumstances, the Company begins revenue recognition when
he lessee takes possession of the unimproved space for the lessee to construct their own improvements. The Company considers a
wumber of different factors to evaluate whether it or the lessee is the owner of the tenant improvements for accounting purposes. The
letermination of who owns the tenant improvements, for accounting purposes, is subject to significant judgment.

Rental income is recognized on a straight-line basis over the term of each lease. The difference between rental income earned on a
straight-line basis and the cash rent due under the provisions of the lease agreements is recorded as deferred rent receivable and is
ncluded as a component of accounts and rents receivable in the accompanying consolidated balance sheets. Due to the impact of the
traight-line basis, rental income generally will be greater than the cash collected in the early years and decrease in the later years of a
ease. The Company periodically reviews the collectability of outstanding receivables. Allowances are taken for those balances that
he Company deems to be uncollectible, including any amounts relating to straight-line rent receivables.

Reimbursements from tenants for recoverable real estate tax and operating expenses are accrued as revenue in the period the
ipplicable expenses are incurred. The Company makes certain assumptions and judgments in estimating the reimbursements at the end
~f each reporting period. The Company does not expect the actual results to materially differ from the estimated reimbursement.

The Company records lease termination income if there is a signed termination agreement, all of the conditions of the agreement have

reen met, the tenant is no longer occupying the property and amounts due are considered collectible. Upon early lease termination, the
“ompany provides for gains or losses related to unrecovered intangibles and other assets.

As a lessor, the Company defers the recognition of contingent rental income, such as percentage rent, until the specified target that
riggered the contingent rental income is achieved.

~oncentration of credit risk with respect to accounts receivable currently exists due to the small number of tenants currently

omprising the Company’s rental revenue. As of December 31, 2010, Kohl’s Department Stores, Inc. and Publix Supermarkets, Inc.
-ccounted for approximately 13% and 9%, respectively, of annualized consolidated rental revenue. Annualized rental revenue is the

aonthly contractual base rent as of December 31, 2010 multiplied by twelve months. The concentration of revenues for these tenants

acreases the Company’s risk associated with nonpayment by these tenants. In an effort to reduce risk, the Company performs ongoing
redit evaluations of its larger tenants.

-apitalization and Depreciation

teal estate acquisitions are recorded at cost less accumulated depreciation. Improvement and betterment costs are capitalized, and
_rdinary repairs and maintenance are expensed as incurred.

~osts in connection with the acquisition of real estate properties and businesses are expensed as incurred.

Jepreciation expense is computed using the straight line method. Building and improvements are depreciated based upon estimated
seful lives of 30 years for building and improvements and 5-15 years for furniture, fixtures and equipment and site improvements.
)epreciation expense was $3,312,223 and $16,714 for the years ended December 31, 2010 and 2009, respectively.
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31,2010, 2009 and 2008

Tenant improvements are amortized on a straight line basis over the life of the related lease as a component of depreciation and
amortization expense.

Leasing fees are amortized on a straight-line basis over the life of the related lease as a component of depreciation and amortization
expense.

Loan fees are amortized on a straight-line basis, which approximates the effective interest method, over the life of the related loans as -
a component of interest expense.

Cost capitalization and the estimate of useful lives require judgment and include significant estimates that can and do change.

Fair Value Measurements

The Company has estimated fair value using available market information and valuation methodologies the Company believes to be
appropriate for these purposes. Considerable judgment and a high degree of subjectivity are involved in developing these estimates
and, accordingly, they are not necessarily indicative of amounts that would be realized upon disposition.

The Company defines fair value based on the price that would be received upon sale of an asset or the exit price that would be paid to* -
transfer a liability in an orderly transaction between market participants at the measurement date. The Company establishes a fair
value hierarchy that prioritizes observable and unobservable inputs used to measure fair value. The fair value hierarchy consists of
three broad levels, which are described below:

«  Level 1—Quoted prices in active markets for identical assets or liabilities that the entity has the ability to access.

- Level 2—Observable inputs, other than quoted prices included in Level 1, such as quoted prices for similar assets and
liabilities in active markets; quoted prices for identical or similar assets and liabilities in markets that are not active; or
other inputs that are observable or can be corroborated by observable market data.

+  Level 3—Unobservable inputs that are supported by little or no market activity and that are significant to the fair value of
the assets and liabilities. This includes certain pricing models, discounted cash flow methodologies and similar techniques
that use significant unobservable inputs.

Acquisition of Investment Properties

Upon acquisition, the Company determines the total purchase price of each property (note 3), which includes the estimated contingent
consideration to be paid or received in future periods (note 13). The Company allocates the total purchase price of properties and
businesses based on the fair value of the tangible and intangible assets acquired and liabilities assumed based on Level 3 inputs, such
as comparable sales values, discount rates, capitalization rates, revenue and expense growth rates and lease-up assumptions, from a
third party appraisal or other market sources.

The portion of the purchase price allocated to acquired above market lease value and acquired below market lease value are amortizec
on a straight line basis over the term of the related lease as an adjustment to rental income.
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2010, 2009 and 2008

For below-market lease values. the amortization period includes any renewal periods with fixed rate renewals. Amortization pertaining
~0 the above market lease value of $704,548 and $455 was recorded as a reduction to rental income for the years ended December 31,
2010 and 2009, respectively. Amortization pertaining to the below market lease value of $249.127 and $2,543 was recorded as an
ncrease to rental income for the years ended December 31, 2010 and 2009, respectively.

The portion of the purchase price allocated to acquired in-place lease value is amortized on a straight line basis over the weighted-
average remaining term. The Company incurred amortization expense pertaining to acquired in-place lease intangibles of $2,301,677
and $11,905 for the years ended December 31, 2010 and 2009, respectively. The portion of the purchase price allocated to customer
-elationship value is amortized on a straight line basis over the weighted-average remaining lease term. As of December 31. 2010, no
umount has been allocated to customer relationship value.

The following table summarizes the Company’s identified intangible assets and liabilities as of December 31, 2010 and 2009.

December 31,

2010 2009

Intangible assets:

Acquired in-place lease value. ... $60.585.156 $2,000,000

Acquired above market lease value...............coooooi i, 16,211,618 54,140

Accumulated amortZation ......ocooveeoieiii e (3,018,585) (12,360)
Acquired lease Itangibles, NEU.. oot $73,778,189 $2,041,780
Intangible liabilities:

Acquired below market lease value..........o..ooooooiooiee S 8.926.021 $ 511,688

Accumulated amortiZation ..........oooi oo (251,670) (2,543)
Acquired below market lease intangibles, net ...............c.coooveevevecoennnn. $ 8,674,351 $ 509,145

\s of December 31, 2010, the weighted average amortization periods for acquired in-place lease, above market lease and below
narket lease intangibles are 15, 13, and 29 years, respectively.

istimated amortization expense of the respective intangible lease assets as of December 31, 2010 for each of the five succeeding years
5 as follows:

In-place leases Above market leases Below market leases
20TT e, $ 6,066,550 $ 1,642,233 $ 523,292
2002 4,515,641 1.547,097 501,981
2003 e, 4,515,641 1,417,780 439,099
2004 4.515,641 1,202,453 428,490
2005 e, 4,515,641 1,172,554 362,280
Thereafter ..o 34,142,460 8,524,498 6,419,209

Total L, $58,271,574 $15,506.615 $8.674,351
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2010, 2009 and 2008

Impairment of Investment Properties

The Company assesses the carrying values of its respective long-lived assets whenever events or changes in circumstances indicate
that the carrying amounts of these assets may not be fully recoverable. Recoverability of the assets is measured by comparison of the
carrying amount of the asset to the estimated future undiscounted cash flows. In order to review its assets for recoverability, the
Company considers current market conditions, as well as its intent with respect to holding or disposing of the asset. Fair value is
determined through various valuation techniques, including discounted cash flow models, quoted market values and third party
appraisals, where considered necessary (Level 3 inputs). If the Company’s analysis indicates that the carrying value of the long-lived .
asset is not recoverable on an undiscounted cash flow basis, the Company recognizes an impairment charge for the amount by which
the carrying value exceeds the current estimated fair value of the real estate property.

The Company estimates the future undiscounted cash flows based on management’s intent as follows: (i) for real estate properties that
the Company intends to hold long-term, including land held for development, properties currently under development and operating
buildings, recoverability is assessed based on the estimated future net rental income from operating the property and termination
value; and (ii) for real estate properties that the Company intends to sell, including land parcels, properties currently under
development and operating buildings, recoverability is assessed based on estimated proceeds from disposition that are estimated based
on future net rental income of the property and expected market capitalization rates.

The use of projected future cash flows is based on assumptions that are consistent with our estimates of future expectations and the
strategic plan the Company uses to manage its underlying business. However assumptions and estimates about future cash flows,
including comparable sales values, discount rates, capitalization rates, revenue and expense growth rates and lease-up assumptions
which impact the discounted cash flow approach to determining value are complex and subjective. Changes in economic and
operating conditions and the Company’s ultimate investment intent that occur subsequent to the impairment analyses could impact
these assumptions and result in future impairment charges of the real estate properties.

During the years ended December 31, 2010 and 2009, the Company incurred no impairment charges.

Impairment of Marketable Securities

The Company assesses the investments in marketable securities for changes in the market value of the investments. A decline in the
market value of any available-for-sale or held-to-maturity security below cost that is deemed to be other-than-temporary will result in
an impairment to reduce the carrying amount to fair value using Level | and 2 inputs (note 6). The impairment will be charged to
earnings and a new cost basis for the security will be established. To determine whether impairment is other-than-temporary, the
Company considers whether they have the ability and intent to hold the investment until a market price recovery and considers
whether evidence indicating the cost of the investment is recoverable outweighs evidence to the contrary. Evidence considered in this
assessment includes the reasons for the impairment, the severity and duration of the impairment, changes in value subsequent to year-
end, forecasted performance of the investee, and the general market condition in the geographic area or industry the investee operates
in. The Company considers the following factors in evaluating our securities for impairments that are other than temporary:

° declines in the REIT and overall stock market relative to our security positions;

o the estimated net asset value (“NAV”) of the companies it invests in relative to their current market prices;

e future growth prospects and outlook for companies using analyst reports and company guidance, including dividend
coverage, NAV estimates and growth in “funds from operations,” or “FFO;” and duration of the decline in the value of th
securities

During the years ended December 31, 2010 and 2009, the Company incurred no other-than-temporary impairment charges.
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2010, 2009 and 2008

2artially-Owned Entities

‘We consolidate the operations of a joint venture if we determine that we are either the primary beneficiary of a variable interest entity
“VIE”) or have substantial influence and control of the entity. The primary beneficiary is the party that has the ability to direct the
wetivities that most significantly impact the entity’s economic performance and the obligation to absorb losses and right to receive the

eturns from the VIE that would be significant to the VIE. There are significant judgments and estimates involved in determining the

rimary beneficiary of a variable interest entity or the determination of who has control and influence of the entity. When we

“onsolidate an entity, the assets, liabilities and results of operations will be included in our consolidated financial statements.

1 instances where we are not the primary beneficiary of a variable interest entity or we do not control the joint venture, we use the
:quity method of accounting. Under the equity method, the operations of a joint venture are not consolidated with our operations but
nstead our share of operations would be reflected as equity in earnings (loss) on unconsolidated joint ventures on our consolidated
tatements of operations and other comprehensive income. Additionally, our net investment in the joint venture is reflected as
‘nvestment in and advances to joint venture as an asset on the consolidated balance sheets.

REIT Status

“"he Company has qualified and has elected to be taxed as a REIT beginning with the tax year ended December 31, 2009. In order to
(ualify as a REIT, the Company is required to distribute at least 90% of its annual taxable income, subject to certain adjustments, to its
“tockholders. The Company must also meet certain asset and income tests, as well as other requirements. The Company will monitor
‘he business and transactions that may potentially impact our REIT status. If it fails to qualify as a REIT in any taxable year, without
ae benefit of certain relief provisions, it will be subject to federal (including any applicable alternative minimum tax) and state

‘acome tax on its taxable income at regular corporate rates.

.ecent Accounting Pronouncements

juidance issued in June 2009 amends previously issued guidance related to consolidation. These changes eliminate certain scope
xceptions previously permitted, provide additional guidance for determining whether an entity is a variable interest entity and require
‘ompanies to more frequently reassess whether they must consolidate variable interest entities. The changes also replace the

reviously required quantitative approach to determining the primary beneficiary of a variable interest entity with a requirement for an
nterprise to perform a qualitative analysis to determine whether the enterprise’s variable interest or interests give it a controlling
nancial interest in a variable interest entity. Changes are effective as of the beginning of the first annual reporting period that began
fter November 15, 2009, for interim periods within that first annual reporting period and for interim and annual reporting periods
rereafter. The adoption of this new guidance did not have an impact on the Company’s consolidated financial statements as there are
o changes to which entities are consolidated, at this time.
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In January 2010. the Financial Accounting Standards Board (“FASB™) clarified previously issued guidance and issued new
requirements related to fair value measurements and disclosures. The clarification includes disclosures about inputs and valuation
techniques used in determining fair value, and providing fair value measurement information for each class of assets and liabilities.
The new requirements relate to disclosures of transfers between levels in the fair value hierarchy, as well as the individual components
in the reconciliation of the lowest level (Level 3) in the fair value hierarchy. This change in guidance was effective beginning

January 1, 2010, except for the provision concerning the reconciliation of activity of the Level 3 fair value measurement, which will
become effective on January 1, 2011. The adoption of this guidance did not have a material impact on the consolidated financial

statements or disclosures.

(3) Acquisitions

Date Acquired
1st Quarter
2/18/2010

2nd Quarter
5/14/2010
5/27/2010
6/10/2010
6/10/2010

3rd Quarter
7/1/2010
7/2/2010
7/15/2010
7/30/2010
8/25/2010
8/31/2010
9/30/2010

4th Quarter
10/01/2010
11/02/2010
11/05/2010
11/05/2010
12/06/2010
12/21/2010
12/31/2010

(1) The acquisition included an earnout component to the purchase price (note 13).

Approximate

Property Square Purchase
Property Name L.ocation Segment Footage/Units Price
Pleasant Hill Commons Kissimmee, FL Retail 70,642 S 12.375,00C
Regal Court Shreveport. LA Retail 363.174 43.453,00C
Draper Crossing (1) Draper, UT Retail 166,895 23,464.,00(
Tradition Village Center Port St. Lucie, FL Retail 112,421 19,827.00(
The Landing at Tradition Port St. Lucie, FL Retail 359,775 53.878.00(
Temple Terrace (2) Temple Terrace. FL  Retail 54,226 412.00(
Kohl's at Calvine Pointe Elk Grove, CA Retail 89,887 21,480,00(
Lake City Commons Lake City, FL Retail 66,510 10,557,00(
Publix Shopping Center St. Cloud, FL Retail 78,820 9,363,00(
Kohl’s Bend River Promenade Bend, OR Retail 69,000 17,0G0,00(
Whispering Ridge Omaha, NE Retail 69,676 10,150,00(
Siemens’ Building Buffalo Grove, IL Office 105,106 20,500,00(
The Crossings at Hillcroft Houston, TX Multi-Family 300 units 20,675,000
Bell Oaks Shopping Center Newburgh, IN Retail 94,811 13,095,00(
Colonial Square Town Center (1) Fort Myers, FL Retail 272,184 27,612,00¢
Shops at Village Walk (1) Fort Myers, FL Retail 78,533 10,753,000 "
Time Warner Cable Div. HQ East Syracuse, NY Office 102,924 18,050,00¢
Lima Marketplace (1) Fort Wayne, IN Retail 99,734 15,242,00
Dollar General Portfolio (3) Various, AL & GA Retail 82,818 8.525,00¢
2,337,136 sq. ft.
Total and 300 units  $356,411,00

(2) OnlJuly 1, 2010, the Company, through a wholly owned subsidiary formed for this purpose, entered into a joint venture
agreement with an affiliate of The Vlass Group, LLC (“Vlass™), a real estate developer specializing in high density vertical
mixed-use developments in urban settings. The purpose of the joint venture (“Temple Terrace™) is to acquire and redevelop a
retail center. The center is part of a multi-phase real estate development project located in Temple Terrace, Florida. The property
currently consists of 67,226 square feet which is 100% occupied. The remaining approximately 27.774 square feet which is beiny
redeveloped will be leased during the redevelopment process or after it is completed. The Company and Vlass have 49% and 51°¢
ownership interests, respectively. in the venture. The Company funded an initial contribution of $412.480 to purchase its 49%
interest and Vlass contributed the property to the venture. The Company has contributed an additional $1,632.865 to the venture
as of December 31, 2010 and has a commitment to contribute additional capital (note 13).

(3) Portfolio totaled nine properties.
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Juring the year ended December 31, 2010, the Company acquired through its wholly owned subsidiaries, the properties listed above
“or an aggregate purchase price of $356.411.000. The Company financed these acquisitions with net proceeds from the Offering and
hrough the borrowing of $183,415.000, secured by first mortgages on the properties, and the assumption of mortgage loans totaling a

‘ace amount of $21,981,341 and a fair value of $22.261,664.

Juring the years ended December 31. 2010 and 2009, the Company incurred $1,953.181 and $50.,288, respectively, of acquisition,
lead deal and transaction related costs that were recorded in acquisition costs in the consolidated statement of operations and other
=omprehensive income and relate to both closed and potential transactions. These costs include third-party due diligence costs such as
“ippraisals, environmental studies, and legal fees as well as time and travel expense reimbursements to affiliates. The Company does
10t pay acquisition fees to its business manager or its affiliates.

‘or properties acquired during the year ended December 31, 2010, the Company recorded revenue of $16,653,160 and property net
ncome of $2,076,345 not including related expensed acquisition costs.

“he following table presents certain additional information regarding the Company’s acquisitions during the year ended December 31,

'010. The amounts recognized for major assets acquired and labilities assumed as of the acquisition date:

Acquired

Deferred
Investment

Below Property
Acquired Market Acquisition
Building and Lease Lease Obligations
“roperty Name Land Improvements Intangibles Intangibles (note 13)
'leasant Hill Commons § 5,000,000 $ 5,199.520 $ 2,175.480 hY — $ —n
regal Court 6,500,000 31.305.860 6.769.396 1,284,516 —
Jraper Crossing (1) 8.500,000 11.665.328 4,033,542 269,501 434,000
radition Village Center 4,400,000 12,702,079 3,657,084 891,131 —
‘he Landing at Tradition 21,090,000 25,185,314 11,790,876 4,117,126 e
‘emple Terrace (2) 3,500,000 825,000 315,925 240,925 —
.ohl’s at Calvine Pointe 3,437,000 9,262,628 8,780,372 — —
ake City Commons 1,583,545 7,570,205 1,401,041 15,075 —
ublix Shopping Center (3) 2.065.000 6,009,000 1,194,736 8.457 —
.ohl’s Bend River Promenade 5,440,000 7.764,526 3,795.474 — —
Vhispering Ridge 2,101,439 6,444,561 1,460,852 — o
~iemens’ Building 4,425,740 9.880,260 5,811,000 — —
‘he Crossings at Hillcroft 1.240,187 17.361,715 2,067,878 — —
“iell Oaks Shopping Center 1,800.000 9,058,414 2.647.586 454,036 —
‘olonial Square Town Center 4.900,000 19,359,520 10,975,566 200,974 7,432,450
“hops at Village Walk 1,644,571 7.839.534 3,274,701 113,158 1.897,916
ime Warner Cable Div. HQ 682.000 15,408,000 1,960,000 — —
ima Marketplace 4.765.000 12,452,396 1,928,269 819,434 3,084,588
lollar General Portfolio 1,088,000 6,734,001 702,856 — —
otal $84,162.482 $222.027,861 §74,742,634 $8,414,333  $12,848,954

) Draper Crossing also included mortgage payable of $14,984,078.
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(2)  Temple Terrace also included $371,632 in construction in progress and $4,400,000 in noncontrolling interest.
(3) Publix Shopping Center also included mortgage payable of $7,277,586.

The following condensed pro forma consolidated financial statements for the year ended December 31, 2010 include pro forma
adjustments related to properties listed above except the Dollar General Portfolio as the acquisition is not material to the consolidated
financial statements.

The condensed pro forma consolidated financial statements for the year ended December 31, 2009 include pro forma adjustments
related to Merrimack Village Center acquired in December 2009 and the properties listed above except the Dollar General Portfolio as
the acquisition is not material to the consolidated financial statements.

On a pro forma basis, the Company assumes all acquisitions had been consummated as of January 1, 2010 and 2009, respectively and
the common shares outstanding as of the December 31, 2010 were outstanding as of January I, 2010 and 2009, respectively. The
following condensed pro forma financial information is not necessarily indicative of what the actual results of operations of the
Company would have been assuming the acquisitions had been consummated as of January 1, 2010 for the pro forma year ended
December 31, 2010 and January 1, 2009 for the pro forma year ended December 31, 2009, nor does it purport to represent the results
of operations for future periods.

For the year ended December 31, 2010

Pro Forma

Adjustments As Adjusted
Historical (unaudited) (unaudited)
Total income $18.198,452 $21,640,783 $39,839,235
Net loss attributable to common stockholders $(1,742,989) § (310,467) $(2,053,456)
Net loss attributable to common stockholders per common share, basic and
diluted 3 (0.13) $ (0.08)
Weighted average number of common shares outstanding, basic and diluted 13,671,936 26,120,871
For the year ended December 31, 2009
Pro Forma
Adjustments . As Adjusted
Historical (unaudited) (unaudited)
Total income $ 96,243 $37,529,897 $37,626,140
Net (loss) income attributable to common stockholders $ (296,933) $ 66,744 $ (230,189)
Net loss attributable to common stockholders per common share, basic and .
diluted $ (0.81) $ (0.01;
Weighted average number of common shares outstanding, basic and diluted 367,888 26,120,871
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4) Operating Leases

Minimum lease payments 1o be received under operating leases including ground leases, and excluding the one multi-family property
“lease terms of twelve-months or less) as of December 31, 2010 for the years indicated, assuming no expiring leases are renewed, are
1s follows:

Minimum Lease

Payments

2011 $ 30,277,643
2012 29,589,817
2013 27,943,545
2014 25,582,801
2015 24,901,357
Thereafter v 174,784,902
Total ‘ $313,080,065

“"he remaining lease terms range from one year to 20 years. Most of the revenue from the Company’s properties consists of rents
eceived under long-term operating leases. Some leases require the tenant to pay fixed base rent paid monthly in advance, and to
‘eimburse the Company for the tenant’s pro rata share of certain operating expenses including real estate taxes, special assessments,
nsurance, utilities, common area maintenance, management fees, and certain building repairs paid by the Company and recoverable
nder the terms of the lease. Under these leases, the Company pays all expenses and is reimbursed by the tenant for the tenant’s pro
ata share of recoverable expenses paid. Certain other tenants are subject to net leases which provide that the tenant is responsible for
ixed base rent as well as all costs and expenses associated with occupancy. Under net leases where all expenses are paid directly by
he tenant rather than the landlord, such expenses are not included in the consolidated statements of operations and other
omprehensive income. Under leases where all expenses are paid by the Company, subject to reimbursement by the tenant, the
xpenses are included within property operating expenses and reimbursements are included in tenant recovery income on the
onsolidated statements of operations and other comprehensive income.

5) Unconsolidated Joint Venture

‘he Company is a member of a limited liability company formed as an insurance association captive (the “Insurance Captive”), which

s owned in equal proportions by the Company and three other REITs sponsored by the Company’s Sponsor, Inland Real Estate
orporation, Inland Western Retail Real Estate Trust, Inc., and Inland American Real Estate Trust, Inc. and serviced by an affiliate of

1e Business Manager, Inland Risk and Insurance Management Services Inc. The Insurance Captive was formed to initially
1sure/reimburse the members’ deductible obligations for the first $100,000 of property insurance and $100,000 of general liability
‘asurance. The Company entered into the Insurance Captive to stabilize its insurance costs, manage its exposures and recoup expenses
rough the functions of the captive program. This entity is considered to be a variable interest entity (VIE) as defined in U.S. GAAP
‘nd the Company is not considered to be the primary beneficiary. Therefore, this investment is accounted for utilizing the equity
Aethod of accounting.

Investiment at Investment at
December 31, December 31,

wnt Venture Description Ownership % 2010 2009
Jak Property & Casualty LLC Insurance Captive 25% $188.,861 $187,500
B $188,861 $187,500
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The Company entered into a contribution agreement to pay $187,500 in twelve equal installments in exchange for a twenty-five
percent membership interest in the Insurance Captive. At December 31, 2010 and 2009, $0 and $109,375 of this obligation remained
unpaid, respectively, and is included in accounts payable and accrued expenses in the accompanying December 31, 2009 consolidated
balance sheet.

The Company’s share of net income from its investment in the unconsolidated entity is based on the ratio of each member’s premium
contribution to the venture. For the year ended December 31, 2010, the Company was allocated income of $1,361 from the venture.

On May 28, 2009, the Company purchased 1,000 shares of common stock in the Inland Real Estate Group of Companies for $1,000,
which are accounted for under the cost method and included in investment in unconsolidated entities on the accompanying
consolidated balance sheets.

(6) Investment in Marketable Securities

Investment in marketable securities of $5,810,374 and $0 at December 31, 2010 and 2009, respectively, consists of primarily preferrec
and common stock investments in other publicly traded REITs, and commercial mortgage backed securities which are classified as
available-for-sale securities and recorded at fair value.

Unrealized holding gains and losses on available-for-sale securities are excluded from earnings and reported as a separate component
of comprehensive income until realized. For the investment securities held as of December 31, 2010, the Company had net unrealized
gains of $161,609, which have been recorded as net other comprehensive income in the accompanying consolidated statements of
operations and other comprehensive income.

Realized gains and losses from the sale of available-for-sale securities are determined on a specific identification basis. For the year
ended December 31, 2010, the Company had a realized loss of $2,532, which has been recorded as realized loss on investment
securities in the accompanying consolidated statements of operations and other comprehensive income.

The Company’s policy for assessing recoverability of its available-for-sale securities is to record a charge against net earnings when
the Company determines that a decline in the fair value of a security drops below the cost basis and believes that decline to be other-
than-temporary, which includes determining whether for marketable securities; (1) the Company intends to sell the marketable
security, and (2) it is more likely than not that the Company will be required to sell the marketable security before its anticipated
recovery.

(7) Fair Value of Financial Instruments

The fair value of debt is the amount at which the instrument could be exchanged in a current transaction between willing parties. The
Company estimates the fair value of its total debt by discounting the future cash flows of each instrument at rates currently offered for
similar debt instruments of comparable maturities by the Company’s lenders using Level 3 inputs (note 2). The carrying value of the
Company’s mortgage debt was $184,364,628 and its estimated fair value was $181,294,417 as of December 31, 2010. The Company’
carrying amount of variable rate borrowings on the Credit Facility and margins payable approximates their fair values at December 31
2010.

Investment in marketable securities are recorded at fair value based on combination of Level 1 and Level 2 inputs (note 2) such as
quoted prices from national stock exchanges and quoted prices from third party brokers for similar assets (note 6).
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The Company’s other financial instruments include cash and cash equivalents, restricted cash and escrows, accounts and rents
receivable, accrued offering expenses, accounts payable and accrued expenses, and due to related parties. At December 31, 2010 and
2009, the carrying values of cash equivalents, restricted cash and escrows, accounts and rents receivable, accrued offering expenses.
accounts payable and accrued expenses, and due to related parties approximates their estimated fair values due to the short maturity of
these instruments.

-{8) Transactions with Related Parties

On May 28, 2009, the Company purchased 1,000 shares of common stock in the Inland Real Estate Group of Companies for $1,000,
which are accounted for under the cost method and included in investment in unconsolidated entities on the accompanying
consolidated balance sheets.

The Company has an investment in an insurance captive entity with its related parties. The entity is inciuded in the Company’s
Jisclosure of Unconsolidated Joint Venture (note 5) and is included in investment in unconsolidated entities on the accompanying
zonsolidated balance sheets.

As of December 31, 2010 and 2009, the Company owed a total of $4,138,818 and $2,460,161, respectively, to our Sponsor and its
affiliates related to advances used to pay administrative and offering costs and certain accrued expenses which are included in due to
-elated parties on the accompanying consolidated balance sheets. These amounts represent non-interest bearing advances by the
Sponsor and its affiliates, which the Company intends to repay. Also see note 15.

The following table summarizes the Company’s related party transactions for the years ended December 31, 2010 and 2009 and the
seriod from June 30, 2008 (inception) through December 31, 2008.

Period from
June 30, 2008

For the year ended (inception) Unpaid amounts as of
December 31, through December 31,
December 31,
12010 2009 2008 2010 2009
Seneral and administrative:
Jeneral and administrative _
reimbursement (a) $ 1,172,475 $ 33,516 $ 2,366 $665,772 $ 10,879
_o0an servicing (b) 16,581 — — — —
Affiliate share purchase discounts (© 83,239 — — — —
nvestment advisor fee (d) 37,275 — — 37,275 —
“Total general and administrative to
related parties $ 1,309,570 § 33,516 $ 2,366 $703,047 $ 10,879
dffering costs (e)) $22,008,569  $3,329,675 $23,465 $351,288 $ 208,773
Jrganization costs (e)(D) — 55,772 5,837 — 10,000
Acquisition related costs (2) 568,301 23,432 — 239,131 1,897
Real estate management fees (h) 775,612 — — — —
3usiness management fee (1) 602,802 — — 602,802 —
-oan placement fees ) 260,598 — — — —
. ~ost reimbursements (k) 112,500 — — 18,750 —
~Sponsor non-interest bearing advances ) — — — 2,223,800 2,228,612
sponsor contributions to pay distributions  (m) 2,889,277 96,035 — — —
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The Business Manager and its related parties are entitled to reimbursement for general and administrative expenses of the
Business Manager and its related parties relating to the Company’s administration. Such costs are included in general and
administrative expenses in the accompanying consolidated statements of operations and other comprehensive income. A total of
$665,772 and $10,879 remained unpaid as of December 31, 2010 and 2009, respectively, and are included in due to related
parties on the accompanying consolidated balance sheets.

A related party of the Business Manager provides loan servicing to the Company for an annual fee equal to .03% of the first $1
billion of serviced loans and .01% for serviced loans over $1 billion. These loan servicing fees are paid monthly and are
included in general and administrative expenses in the accompanying consolidated statements of operations and other
comprehensive income.

The Company established a discount stock purchase policy for related parties and related parties of the Business Manager that
enables the related parties to purchase shares of common stock at $9.00 per share. The Company sold 83.239 shares to related
parties and recognized an expense related to these discounts of $83,239 for the year ended December 31, 2010.

The Company pays a related party of the Business Manager to purchase and monitor its investiment in marketable securities.
Fees of $37.275 remain unpaid as of December 31, 2010 and are included in due to related parties in the accompanying
consolidated balance sheets.

A related party of the Business Manager receives selling commissions equal to 7.5% of the sale price for each share sold and.a
marketing contribution equal to 2.5% of the gross offering proceeds from shares sold, the majority of which are reallowed to
third party soliciting dealers. The Company also reimburses a related party of the Business Manager and the soliciting dealers
for bona fide. out-of-pocket itemized and detailed due diligence expenses in amounts up to 0.5% of the gross offering proceeds
(which may, in the Company’s sole discretion, be paid or reimbursed from the marketing contribution or from issuer costs). In
addition, our Sponsor, its affiliates and third parties are reimbursed for any issuer costs that they pay on our behalf, including
any bona fide out-of-pocket, itemized and detailed due diligence expenses not reimbursed from amounts paid or reallowed as a
marketing contribution, in an amount not to exceed 3% of the gross offering proceeds. The Company will not pay selling
commissions or the marketing contribution or reimburse issuer costs in connection with shares of common stock issued through
the distribution reinvestiment plan. Such costs are offset against the stockholders™ equity accounts. A total of $351.288 and
$208.773 of offering costs were unpaid as of December 31, 2010 and 2009, respectively, and are included in due to related
parties in the accompanying consolidated balance sheets.

As of December 31, 2010, the Company had incurred $30,633,908 of offering costs, of which $25.361,709 was paid or accrued
to related parties. Pursuant to the terms of the Offering, the Business Manager has agreed to reimburse the Company all public
offering and organizational expenses (excluding selling commissions and the marketing contribution) in excess of 5% of the
gross proceeds of the Offering or all organization and offering expenses (including selling commissions and the marketing
contribution) which together exceed 15% of gross offering proceeds. As of December 31, 2010, offering costs did not exceed
the 5% and 15% limitations. The Company anticipates that these costs will not exceed these limitations upon completion of the
Offering. Any excess amounts at the completion of the Offering will be reimbursed by the Business Manager.

The Business Manager and its related parties are reimbursed for acquisition, dead deal and transaction related costs of the
Business Manager and its related parties relating to the Company’s acquisition of real estate assets. These costs relate to both
closed and potential transactions and include customary due diligence costs including time and travel expense reimbursements.
The Company does not pay acquisition fees to its Business Manager or its affiliates. Such costs are included in acquisition
related costs in the accompanying consolidated statements of operations and other comprehensive income. A total of $239,131
and $1,897 remained unpaid as of December 31, 2010 and 2009, respectively, and are included in due to related parties on the
accompanying consolidated balance sheets.
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The real estate managers, entities owned principally by individuals who are related parties of the Business Manager, receive
monthly real estate management fees up to 4.5% of gross operating income (as defined), for management and leasing services.
Such costs are included in property operating expenses in the accompanying consolidated statements of operations and other
comprehensive income. No amounts remained unpaid as of December 31, 2010.

Subject to satisfying the criteria described below, the Company pays the Business Manager a quarterly business management fee
equal to a percentage of the Company’s “average invested assets” (as defined in the Offering prospectus), calculated as follows:

(1) if the Company has declared distributions during the prior calendar quarter just ended, in an amount equal to or greater
than an average 7% annualized distribution rate (assuming a share was purchased for $10.00), it will pay a fee equal to
0.25% of its “average invested assets™ for that prior calendar quarter;

(2) if the Company has declared distributions during the prior calendar quarter just ended, in an amount equal to or greater
than an average 6% annualized distribution rate but less than 7% annualized distribution rate (assuming a share was
purchased for $10.00). it will pay a fee equal to 0.1875% of its “average invested assets™ for that prior calendar quarter;

(3) if the Company has declared distributions during the prior calendar quarter just ended, in an amount equal to or greater
than an average 5% annualized distribution rate but less than 6% annualized distribution rate (assuming a share was
purchased for $10.00), it will pay a fee equal to 0.125% of its “average invested assets” for that prior calendar quarter; or

(4) if the Company does not satisfy the criteria in (1), (2) or (3) above in a particular calendar quarter just ended, it will not,
except as set forth below, pay a business management fee for that prior calendar quarter.

(5) Assuming that (1), (2) or (3) above is satisfied, the Business Manager may decide, in its sole discretion, to be paid an
amount less than the total amount that may be paid. If the Business Manager decides to accept less in any particular
quarter, the excess amount that is not paid may, in the Business Manager’s sole discretion, be waived permanently or
accrued, without interest, to be paid at a later point in time. This obligation to pay the accrued fee terminates if the
Company acquires the Business Manager. For the year ended December 31, 2010, the Business Manager was entitled to a
business management fee in the amount equal to $1,243,147, of which $640,345 was permanently waived and $602,802
remained unpaid and recorded in business manager management fee in the consolidated statements of operations and other
comprehensive income.

Separate and distinct from any business management fee, the Company will also reimburse the Business Manager, the Real
Estate Managers and their affiliates for certain expenses that they, or any related party including the Sponsor, pay or incur on its
behalf including the salaries and benefits of persons employed except that the Company will not reimburse either our Business
Manager or Real Estate Managers for any compensation paid to individuals who also serve as the Company’s executive officers,
or the executive officers of the Business Manager, the Real Estate Managers or their affiliates; provided that, for these purposes,
the secretaries will not be considered “executive officers.” These costs were recorded in general and administrative expenses in
the consolidated statements of operations and other comprehensive income.

The Company pays a related party of the Business Manager 0.2% of the principal amount of each loan it places for the
Company. Such costs are capitalized as loan fees and amortized over the respective loan term.

The Company reimburses a related party of the Business Manager for costs incurred for construction oversight provided to the
Company relating to its joint venture redevelopment project. These reimbursements are paid monthly during the development
period. These costs are capitalized and are included in construction in progress on the accompanying consolidated balance sheet.
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() Asof December 31, 2010 and 2009, the Company owed $2,223,800 and $2,228.612, respectively, to our Sponsor related to
advances used to pay administrative and offering costs prior to the commencement of our Offering. These amounts are included
in due to related parties on the accompanying consolidated balance sheets.

(m) For the year ended December 31, 2010, the Sponsor contributed $2,889,277 to the Company to pay distributions to its
stockholders. Our Sponsor has not received, and will not receive, any additional shares of our common stock for making any of
these contributions. In addition, the Company has not used any of the Sponsor’s initial $200,000 contribution to fund
distributions. There is no assurance that our Sponsor will continue to contribute monies to fund future distributions. The
Company intends to continue paying distributions for future periods in the amounts and at times as determined by our board.
The amount and timing of distributions may vary. The Company may pay distributions from the proceeds generated by
borrowings.

The Company may pay additional types of compensation to affiliates of the Sponsor in the future, including the Business Manager anc
our Real Estate Managers and their respective affiliates; however, we did not pay any other types of compensation for the year ended
December 31, 2010.

As of December 31, 2010, the Company had deposited cash of $3,639,836 in Inland Bank and Trust, a subsidiary of Inland Bancorp,
Inc., an affiliate of The Inland Real Estate Group, Inc.

(9) Mortgages, Credit Facility, and Securities Margins Payable

As of December 31, 2010, the Company had the following mortgages payable outstanding:

Stated Interest Principal Balance
Maturity Rate Per at December 31,

Date Property Name Annum 2010 (a) Notes
6/01/2015  The Landing at Tradition 4.25% $ 31.000.000 (b)
6/01/2015  Regal Court 5.30% 23,900,000 @)
1/01/2018  Colonial Square Town Center 5.50% 18.140,000 (d)
12/01/2011  Draper Crossing 7.33% : 14,559,658 (e)
10/01/2017  The Crossings at Hillcroft 3.88% 11,370,000
9/01/2020  Kohl’s at Calvine Pointe 5.70% 10,500,000 ()
10/0172020  Siemens’ Building 5.06% 10,250,000
6/01/2015  Tradition Village Center ‘ 4.25% 9,500,000 (b)
11/05/2015 Kohl’s Bend River Promenade 3.02% 9,350,000 2)
11/01/2020 Time Warner Cable Div. HQ 5.18% 9.100,000
5/10/2014  Publix Shopping Center 5.90% 7,218,662
1/01/2018  Shops at Village Walk 5.50% 6,860,000 (d)
6/01/2017  Pleasant Hill Commons 6.00% 6,800,000
3/01/2015  Merrimack Village Center 6.50% 5,445,000
9/01/2020  Lake City Commons 5.70% 5.200.000 ()
9/01/2020 . Whispering Ridge 5.70% 5,000,000 ()

$184,193,320

(a)  Principal balance does not include mortgage premium, net of $171,308.

(b)  Each loan bears interest at a fixed rate equal to 4.25% until May 31, 2013, 4.50% from June 1, 2013 until May 31, 2014 and
5.00% from June 1, 2014 until June 1, 2015, the maturity date. Interest expense if recognized using the effective interest methoc
based on an effective interest rate of approximately 4.44%,
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The Company has provided a partial guarantee on these loans making it recourse for 50% of the unpaid principal and 100% of
unpaid interest.

‘c)  On September 1, 2010, a principal payment was made pursuant to the loan terms to reduce the interest rate from 5.80% to
5.30%.

'd)  Mortgage payable is secured by cross-collateralized first mortgages on these two properties.

e) Mortgage payable was assumed from the seller at the time of closing. The Company has the right to extend the loan until

' December 1, 2031 at an interest rate of 9.33% or the applicable treasury rate plus 2%, whichever is greater.

‘f)  Mortgage payable is secured by cross-collateralized first mortgages on these three properties.

'g)  The loan bears interest at a rate equal to thirty-day LIBOR plus 2.75%.

Mortgage loans outstanding as of December 31, 2010 were $184,193,320 and had a weighted average stated interest rate of 5.16%.
There were no mortgage loans outstanding as of December 31, 2009. All of the Company’s mortgage loans are secured by the real
:state assets.

‘The mortgage loans require compliance with certain covenants, such as debt service ratios, investment restrictions and distribution
imitations. As of December 31, 2010, all of the mortgages were current in payments and the Company was in compliance with such
-sovenants.

Jn November 1., 2010. we entered into a credit agreement (“Credit Facility”). under which we may borrow, on an unsecured basis, up
0 $25,000,000, and subsequently increased to $50,000.000 on March 15, 2011 (note 15). We have the right. provided that no default
1as occurred and is continuing, to increase the facility amount up to $150,000,000 with approval from the lender. The entire unpaid
rrincipal balance of all borrowings under the credit facility and all accrued and unpaid interest thereon will be due and payable in full
m October 31, 2012, which date may be extended to October 31, 2013 subject to satisfaction of certain conditions, including the
»ayment of an extension fee. We have the right to terminate the facility at any time, upon one day’s notice and the repayment of all of
ts obligations there under. We may borrow at rates equal to (1) the sum of (a) LIBOR, with a floor of 1.00% per annum, divided by an
imount equal to one minus the then-current reserve requirement, plus (b) 3.50% per annum (referred to herein as a “LIBOR advance”)
r (2) the Base Rate (as defined herein), plus a margin equal to 2.50% per annum (referred to herein as a “Base Rate advance™). As
ised herein, “Base Rate” means, for any day, the highest of: (i) the prime rate for that day; (ii) 2.00% per annum; (iii) the sum of the
“ederal Funds Effective Rate for that day plus 0.50% per annum; and (iv) the sum of LIBOR plus 1.00% per annum. We generally

vill be required to make interest-only payments, except that we may be required to make partial principal payments if we are unable

o comply with certain debt covenants set forth in the Credit Facility. We also may, from time to time, prepay all or part of any Base
Rate advance without penalty or premium, and may prepay any LIBOR advance subject to indemnifying each lender for any loss or
:ost incurred by it resulting therefrom. The Credit Facility requires compliance with certain covenants. Our performance of the
bligations under the Credit Facility, including the payment of any outstanding indebtedness thereunder, is secured by a guaranty by
ertain of our material subsidiaries owning unencumbered properties. As of December 31, 2010, the outstanding balance on the Credit
“acility was $7,000,000 and was subsequently reduced to zero on January 5, 2011.

“he Company has purchased a portion of its marketable securities through margin accounts. As of December 31, 2010, the Company

s recorded a payable of $1,506,867 for securities purchased on margin. The debt bears a variable interest rate. As of December 31,
‘010, the interest rate was 0.6%.
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The following table shows the scheduled maturities of mortgages payable, Credit Facility and securities margin payable as of
December 31, 2010 and for the next five years and thereafter:

Securities

Mortgages Credit Margin

Payable (1) Facility (2) Payable Total
2011 $ 14,707,112 $ — $1,506,867 $ 16,213,979
2012 202,853 7,000,000 — 7,202,853
2013 224 866 — — 224,866
2014 6,811,937 — — 6.811,937
2015 79,090,653 — — 79,090,653
Thereafter 83,155,899 — — 83,155,899
Total $184,193,320 $7,000,000 $1,506,867 $192,700,187

(1)  Excludes mortgage premiums associated with debt assumed at acquisition of which a premium of $171,308, ne‘f of accumulated
amortization, is outstanding as of December 31, 2010.
(2) OnlJanuary 5, 2011, the outstanding principal balance of $7,000,000 was repaid to the lender.

(10) Income Taxes

The Company is qualified and has elected to be taxed as a real estate investment trust (“REIT”) under the Internal Revenue Code of
1986, as amended, for federal income tax purposes commencing with the tax year ending December 31, 2009. Since the Company
qualifies for taxation as a REIT, the Company generally will not be subject to federal income tax on taxable income that is distributed
to stockholders. A REIT is subject to a number of organizational and operational requirements, including a requirement that it
currently distributes at least 90% of its taxable income (subject to certain adjustments) to its stockholders. If the Company fails to
qualify as a REIT in any taxable year, without the benefit of certain relief provisions, the Company will be subject to federal
(including any applicable alternative minimum tax) and state income tax on its taxable income at regular corporate tax rates. Even if
the Company qualifies for taxation as a REIT, the Company may be subject to certain state and local taxes on its income, property or
net worth and federal income and excise taxes on its undistributed income. ’

The Company had no uncertain tax positions as of December 31, 2010. The Company expects no significant increases or decreases in
uncertain tax positions due to changes in tax positions within one year of December 31, 2010. The Company has no interest or
penalties relating to income taxes recognized in the consolidated statements of operations and other comprehensive income for the
years ended December 31, 2010 and 2009. As of December 31, 2010, returns for the calendar years 2008 and 2009 remain subject to
examination by U.S. and various state and local tax jurisdictions.

(11) Distributions

The Company currently pays distributions based on daily record dates, payable monthly in arrears. The distributions that the Compans
currently pays are equal to a daily amount equal to $0.00164384, which if paid each day for a 365-day period, would equal a 6.0%
annualized rate based on a purchase price of $10.00 per share. During the years ending December 31, 2010 and 2009, the Company
declared cash distributions, totaling $8,203,372 and $212,414, respectively.

-78-



INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2010, 2009 and 2008

"(12) Earnings (loss) per Share

Basic earnings (loss) per share (“EPS”) are computed by dividing net income (loss) by the weighted average number of common
shares outstanding for the period (the “common shares”). Diluted EPS is computed by dividing net income (loss) by the common
shares plus potential common shares issuable upon exercising options or other contracts. As of December 31, 2010 and 2009, the
Company did not have any dilutive common share equivalents outstanding.

:{(13) Commitments and Contingencies

As of December 31, 2010, the Company had outstanding commitments to fund approximately $8,955,000 into the Temple Terrace
loint venture. The Company intends on funding these commitments with proceeds from the offering.

The acquisition of four of the Company’s properties included earnout components to the purchase price, meaning the Company did
10t pay a portion of the purchase price of the property at closing, although the Company owns the entire property. The Company is not
obligated to pay the contingent portion of the purchase prices unless space which was vacant at the time of acquisition is later rented
‘within the time limits and parameters set forth in the acquisition agreements. The earnout payments are based on a predetermined
ormula applied to rental income received. The earnout agreements have a limited obligation period ranging from two to three years
rom the date of acquisition. If at the end of the time period certain space has not been leased, occupied and rent producing, the
Zompany will have no further obligation to pay additional purchase price consideration and will retain ownership of that entire
oroperty. Based on its best estimate, the Company has determined that the estimated fair value at December 31, 2010 of the earnout
sonsideration payments is approximately $12,904,371. The fair value was estimated based on a variety of assumptions including
“ease-up period, market rents, probability of occupancy and discount rate.

such amounts have been recorded as additional purchase price of those properties and as a liability included in deferred investment
yroperty acquisition obligations on the accompanying consolidated balance sheet as of December 31, 2010. The liability increases as
he anticipated payment date draws near based on a present value. Based on the estimates the Company uses, the Company increased
he liability by $55,417 related to amortization expense which was recorded on the accompanying consolidated statements of
»perations and other comprehensive income for the year ended December 31, 2010. The Company has not made any earnout
»ayments or changes to the underlining liability assumptions as of December 31, 2010.

Che Company has provided a partial guarantee on two loans of our subsidiaries making them recourse for 50% of the unpaid principal

rom time to time and 100% of unpaid interest. As of December 31, 2010, the outstanding principal balance on these two loans totaled
+40,500,000 (Note 9).

‘he Company may be subject, from time to time, to various legal proceedings and claims that arise in the ordinary course of
susiness. While the resolution of these matters cannot be predicted with certainty, management believes, based on currently available
nformation, that the final outcome of such matters will not have a material adverse effect on the consolidated financial statements of

“he Company.
14) Segment Reporting

“he Company has one reportable segment as defined by U.S. GAAP for the years ended December 31, 2010 and 2009. As the

“ompany acquires additional properties in the future, we anticipate adding business segments and related disclosures when they
recome significant.
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(15) Subsequent Events

The Company has evaluated events and transactions that have occurred subsequent to December 31, 2010 for potential recognition
and disclosure in these consolidated financial statements.

Our board of directors declared distributions payable to stockholders of record each day beginning on the close of business on

January 1, 2011 through the close of business on March 31, 2011. Distributions were declared in a daily amount equal to $0.00164384.
per share, which if paid each day for a 365-year period, would equate to a 6.0% annualized rate based on a purchase price of $10.00
per share. Distributions were and will continue to be paid monthly in arrears, as follows:

e InJanuary 2011, total distributions declared for the month of December 2010 were paid in the amount equal to
$1,288,633, of which $478,335 was paid in cash and $810,298 was reinvested through the Company’s DRP. resulting in
the issuance of an additional 85,295 shares of common stock.

*  InFebruary 2011, total distributions declared for the month of January 2011 were paid in the amount equal to $1.399.913,
of which $517,788 was paid in cash and $882,125 was reinvested through the Company’s DRP, resulting in the issuance
of an additional 92,855 shares of common stock.

»  In March 2011, total distributions declared for the month of February 2011 were paid in the amount equal to $1,385,503,
of which $515,521 was paid in cash and $869.982 was reinvested through the Company’s DRP, resulting in the issuance
of an additional 91,577 shares of common stock.

On February 25, 2011, the Company, through a wholly owned subsidiary, acquired a fee simple interest in a 97,011 square foot center
known as Waxahachie Crossing located in Waxahachie, Texas. The Company purchased this property from an unaffiliated third party
for $15.5 million. Concurrent with closing, the Company entered into a $7.75 million loan secured by a first mortgage on the property
This loan bears interest at a fixed rate equal to 5.55% per annum, and matures on March 1, 2021.

On March 10, 2011, IREIC forgave $1,500,000 in liabilities related to non interest bearing advances that were previously funded to
the Company. For U S. GAAP purposes, this forgiveness of debt will be treated as capital contribution from our Sponsor although our
Sponsor has not received, and will not receive, any additional shares of our common stock for making this contribution.

On March 4, 2011, the Company, through a wholly owned subsidiary, entered into a $8.38 million loan secured by a first mortgage on
the Lima Marketplace property, located in Fort Wayne, Indiana which was acquired in December 2010. This loan be’us interest at a
fixed rate equal to 5.80% per annum, and matures on April 1. 2021.

On March 9, 2011, the Company, through a wholly owned subsidiary, acquired a fee simple interest in a 180,758 square foot retail
property known as Village at Bay Park located in Ashwaubenon, Wisconsin, for a purchase price equal to approximately $16.7
million.

On March 11, 2011, the Company, through two wholly owned subsidiaries acquired fee simple interests in two retail centers, a
168,814 square foot center known as Prattville Town Center located in Prattville, Alabama and a 133,674 square foot center known as
Northcrest Shopping Center, located in Charlotte, North Carolina, together referred to as the “Collett Portfolio.” The Company
purchased these properties for approximately $54.0 million. However, spaces totaling 20,294 square feet at Prattville Town Center an
spaces totaling 31,625 square feet at Northcrest Shopping Center are subject to earnout closings aggregating $2.7 million and $8.9
million, respectively. The Company will not be required to pay the earnouts on these spaces unless the spaces are leased, or the tenant
are paying full rent, as the case may be. pursuant to the parameters set forth in the purchase agreement within thirty-six months of
closing.
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‘On March 11, 2011, the Company, through a wholly-owned subsidiary, entered into a $9.35 million interest rate swap associated with
‘the variable rate debt on the Kohl’s Bend River Promenade property. The Company will be making the fixed-rate payment over the
life of the agreement and the counterparty will be paying the Company the variable rate payment. This swap bears interest at a fixed
rate equal to 5.01% per annum, and matures on November 5, 2015.

On March 15, 2011, the Company entered into an amendment to the Credit Facility to increase the borrowing capacity from $25.0
‘million to $50.0 million. The Company will continue to have the right, provided no default has occurred and is continuing, to increase
‘the aggregate capacity to $150.0 million. All other material terms under the Credit Facility remain unchanged.

On March 25, 2011, the Company, through a wholly-owned subsidiary, acquired a fee simple interest in a 409,747 square foot retail
center known as Landstown Commons Shopping Center, located in Virginia Beach, Virginia. The Company purchased this property
from an unaffiliated third party for $91.2 million. Concurrent with closing, the Company entered into a $68.4 million loan secured by
a first mortgage on the property. This loan bears interest at a variable rate currently equal to 3.26% per annum, and has a one-year
:erm and a one-year extension option.

“As of March 25, 2010, the Company has raised total equity, net of commissions, marketing contribution, and due diligence expense
~'eimbursements, of approximately $305.0 million and has issued approximately 33.8 million shares of common stock.

"The following condensed consolidated pro forma financial information is presented as if the acquisition of Prattville Town Center and
Northerest Shopping Center had been consummated as of January 1, 2010 and 2009 and the common shares outstanding as of the
March 25, 2011 were outstanding as of January 1, 2010 and 2009, respectively. The pro forma financial information below includes
he pro forma information of acquisitions completed as of December 31, 2010 as presented in Note 3 to the consolidated financial
statements. The pro forma financial information below does not include the pro forma information for the acquisitions of Waxahachie
_rossing and Village at Bay Park, or the Lima Marketplace financing, as they are not considered material transactions. Due to the
iming of the acquisition, the pro forma financial information below does not include the pro forma information for the Landstown
~ommons Shopping Center, as the information was not available at the time of this filing. The following condensed pro forma
sonsolidated financial information is not necessarily indicative of what actual results of operations of the Company would have been
1ssuming the acquisitions had been consummated at the beginning of January 1, 2010 and 2009, nor does it purport to represent the
esults of operations for future periods. Depreciation and amortization pro forma adjustments are based on preliminary purchase price
llocations and are subject to change.

For the year ended December 31, 2010

Pro Forma

As Adjusted Adjustments As Adjusted

from Note 3 (Unaudited) (Unaudited)
-Total income $39,839,235 $4,571,730 $44,410,965
Net (loss) income attributable to common stockholders $(2,053,456) § 542,762 $ (1,510,694)
“Net loss attributable to common stockholders per common share, basic and diluted $ (0.08) $ (0.04)
- Neighted average number of common shares outstanding, basic and diluted 26,120,871 33,842,669
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Total income
Net (loss) income attributable to common stockholders

Net (loss) income attributable to common stockholders per common share, basic

and diluted

Weighted average number of common shares outstanding, basic and diluted

(16) Quarterly Supplemental Financial Information (unaudited)

For the year ended December 31, 2009

The following represents the results of operations, for each quarterly period, during 2010 and 2009.

Total income

Net loss attributable to common stockholders

Net loss attributable to common stockholders per common share,
basic and diluted (1)

Weighted average number of common shares outstanding, basic
and diluted (1)

Total income

Net loss attributable to common stockholders

Net loss attributable to common stockholders per common share,
basic and diluted (1)

Weighted average number of common shares outstanding, basic
and diluted (1)

M

of weighted common shares outstanding.

Pro Forma
As Adjusted Adjustments As Adjusted
from Note 3 (Unaudited) (Unaudited)
$37,626,140 $4,500,843 $42,126,983
§ (230,189) $§ 442,646 $ 212,457
$ (0.01) $ 0.01
26,120,871 33,842,669
2010
Dec. 31 Sept. 30 June 30 March 31
$ 9,158,158 § 6,247,923 § 2,194,500 § 597,871
$ (605,936) § (13,359) § (730,842) $ (392.852)
$ 0.03) $ 0.00) $ 0.07) $ 0.08)
23,020,342 16,634,721 10,128,231 4,987,095
2009
Dec. 31 Sept. 30 June 30 March 31
$ 96,243 § -— $ — $ —
$ (193,646) $  (44347) $  (53373) $  (5,567)
$ (0.14) $ (1.55) % 2.67) $ (0.28)
1,391,602 28,604 20,000 20,000

8-

Quarterly income per common share amounts may not total the annual amounts due to rounding and the changes in the number
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

Schedule III (continued)
Real Estate and Accumulated Depreciation
December 31, 2010
{otes:

A) The initial cost to the Company represents the original purchase price of the property, including amounts incurred subsequent to
acquisition which were contemplated at the time the property was acquired.

B) The aggregate cost of real estate owned at December 31, 2010 for federal income tax purposes was approximately $370,316,000
: (unaudited).

) Cost capitalized subsequent to acquisition does not include construction in progress.

D) Reconciliation of real estate owned:

Year ended December 31,

2010 2009
Balance at beginning of period $ 8,154,068 $ —
Acquisitions 306,190,343 8,154,068
Balance at close of period $314,344411 $8,154,068

E) Reconciliation of accumulated depreciation:

Year ended December 31,

2010 2009
Balance at beginning of period $ 16,714 $ —
Depreciation expense 3,312,223 16,714
Balance at close of period $3,328,937 $16,714

F)  Depreciation is computed based upon the following estimated lives:

Buildings and improvements 15 -30 years
Tenant improvements Life of the lease

G) Amounts in this table may not tie to the total due to rounding.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.

Item 9A. Controls and Procedures

As required by Rule 13a-15(b) and Rule 15d-15(b) under the Exchange Act, our management, including our principal executive
officer and our principal financial officer evaluated as of December 31, 2010, the effectiveness of our disclosure controls and
procedures as defined in Exchange Act Rule 13a-15(e) and Rule 15d-15(e). Based on that evaluation, our principal executive officer
and our principal financial officer concluded that our disclosure controls and procedures, as of December 31, 2010, were effective for
the purpose of ensuring that information required to be disclosed by us in this report is recorded, processed, summarized and reported
within the time periods specified by the rules and forms of the Exchange Act and is accumulated and communicated to management,
including the principal executive officer and our principal financial officer as appropriate to allow timely decisions regarding requirec
disclosures.

Management’s Annual Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting, as such term is
defined in Exchange Act Rules 13a-15(f) and 15d-15(f). Our management, including our principal executive officer and principal
financial officer, evaluated as of December 31, 2010, the effectiveness of our internal control over financial reporting based on the
framework in “Internal Control-Integrated Framework” issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO). Based on its evaluation, our management has concluded that we maintained effective internal control over
financial reporting as of December 31, 2010.

This annual report does not include an attestation report of the Company’s independent registered public accounting firm regarding
internal control over financial reporting. Management’s report was not subject to attestation by the Company’s independent registerec
public accounting firm pursuant to permanent rules adopted by the Securities and Exchange Commission, permitting the Company to
provide only management’s report in this annual report.

Changes in Internal Control over Financial Reporting

There has been no change in our internal control over financial reporting during the fourth quarter of 2010 that has materially affectec
or is reasonably likely to materially affect, our internal control over financial reporting.

Item 9B. Other Information

None.
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art 1
‘temn 10. Directors, Executive Officers and Corporate Governance
he information required by this Item will be presented in our definitive proxy statement for our 2011 annual meeting of stockholders

shich we anticipate filing with the SEC no later than April 30, 2011, and is incorporated by reference into this Item 10.

Ve have adopted a code of ethics, which is available on our website free of charge at http://www.inlanddiversified.com. We will
rovide the code of ethics free of charge upon request to our customer relations group.

tem 11. Executive Compensation

“he information required by this Item will be presented in our definitive proxy statement for our 2011 annual meeting of stockholders
“hich we anticipate filing with the SEC no later than April 30, 2011, and is incorporated by reference into this Jtem 11.

tem 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

he information required by this Item will be presented in our definitive proxy statement for our 2011 annual meeting of stockholders
‘hich we anticipate filing with the SEC no later than April 30, 2011 and is incorporated by reference into this Item 12.

tem 13. Certain Relationships and Related Transactions, and Director Independence

he information required by this Item will be presented in our definitive proxy statement for our 2011 annual meeting of stockholders
~hich we anticipate filing with the SEC no later than April 30,2011 and is incorporated by reference into this Item 13.

tem 14. Principal Accounting Fees and Services

he information required by this Item will be presented in our definitive proxy statement for our 2011 annual meeting of stockholders
‘hich we anticipate filing with the SEC no later than April 30, 2011, and is incorporated by reference into this Item 14.

-87-



Part 1V
Item 15. Exhibits and Financial Statement Schedules

(a)

(b)

List of documents filed:
(1) Financial Statements:
Report of Independent Registered Public Accounting Firm
The consolidated financial statements of the Company are set forth in the report in Item 8.
(2) Financial Statement Schedules:
Financial  statement schedule for the year ended December 31, 2010 is submitted herewith.
Real Estate and Accumulated Depreciation (Schedule 111)
(3) Exhibits:
The list of exhibits filed as part of this Annual Report is set forth on the Exhibit Index attached hereto.
Exhibits:

The exhibits filed in response to Item 601 of Regulation S-K are listed on the Exhibit Index attached hereto.

()

Financial Statement Schedules

All schedules other than those indicated in the index have been omitted as the required information is inapplicable or the information
is presented in the consolidated financial statements or related notes.
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SIGNATURES

ursuant to the requirements of Section 13 or 15(d) of the Securities and Exchange Act of 1934, the registrant has duly caused this
'port to be signed on its behalf by the undersigned, thereunto duly authorized.

NLAND DIVERSIFIED REAL ESTATE TRUST, INC.

/s/ Barry L. Lazarus

By: Barry L. Lazarus
. President and principal executive officer
-ate: March 30. 2011

ursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
>half of the registrant and in the capacities and on the dates indicated.

Signature Title Date

~ By: /s/ Robert D. Parks March 30, 2011

lame: Robert D. Parks Director and chairman of the board

© By: /s/  Barry L. Lazarus March 30, 2011

Director and president
lamer Barry | Lazarus (principal executive officer)

By: /s/ Steven T. Hippel
lame:

Treasurer and chief accounting officer March 30, 2011

Steven T. Hippel (principal financial officer)
By: /s/  Brenda G. Gujral March 30, 2011
fame: Brenda G. Gujral Director
By: /s/ Lee A. Daniels March 30, 2011
lame: [ ee A. Daniels Director
By: /s/ Heidi N. Lawton March 30, 2011
lame: Heidi N. Lawton Director
“ By: /s/ Gerald W. Grupe March 30, 2011
lame:  Gerald W. Grupe Director
By: /s/  Charles H. Wurtzbach : March 30, 2011
ame: Charles H. Wurtzebach Director
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Exhibit

No.

3.1

3.2

4.1

4.2

43

10.1

10.2

10.3

10.4

10.5

Exhibit Index

Description

First Articles of Amendment and Restatement of Inland Diversified Real Estate Trust, Inc. (incorporated by reference to
Exhibit 3.1 to Amendment No. 5 to the Registrant’s Form S-11 Registration Statement, as filed by the Registrant with the
Securities and Exchange Commission on August 19, 2009 (file number 333-153356))

Amended and Restated Bylaws of Inland Diversified Real Estate Trust, Inc., effective August 12, 2009 (incorporated by
reference to Exhibit 3.2 to Amendment No. 5 to the Registrant’s Form S-11 Registration Statement, as filed by the
Registrant with the Securities and Exchange Commission on August 19, 2009 (file number 333-153356))

Distribution Reinvestment Plan (incorporated by reference to Exhibit 4.1 to Amendment No. 5 to the Registrant’s Form ¢
I1 Registration Statement, as filed by the Registrant with the Securities and Exchange Commission on August 19, 2009
(file number 333-153356))

Amended and Restated Share Repurchase Program (incorporated by reference to Exhibit 4.2 to Post-Effective
Amendment No. 3 to the Registrant’s Form S-11 Registration Statement, as filed by the Registrant with the Securities an:
Exchange Commission on April 16, 2010 (file number 333-153356))

Statement regarding restrictions on transferability of shares of common stock (to appear on stock certificate or to be sent
upon request and without charge to stockholders issued shares without certificates) (incorporated by reference to Exhibit
4.3 to the Registrant’s Form S-11 Registration Statement, as filed by the Registrant with the Securities and Exchange
Commission on September 5, 2008 (file number 333-153356))

Business Management Agreement, dated as of August 24, 2009, by and between Inland Diversified Real Estate Trust, In
and Inland Diversified Business Manager & Advisor, Inc. (incorporated by reference to Exhibit 10.1 to the Registrant’s
Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on

August 27, 2009)

Master Real Estate Management Agreement, dated as of August 24, 2009, by and between Inland Diversified Real Estate
Trust, Inc. and Inland Diversified Real Estate Services LLC (incorporated by reference to Exhibit 10.2 to the Registrant’s
Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on

August 27, 2009)

Master Real Estate Management Agreement, dated as of August 24, 2009, by and between Inland Diversified Real Estate

. Trust, Inc. and Inland Diversified Asset Services LLC (incorporated by reference to Exhibit 10.3 to the Registrant’s

Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on
August 27, 2009)

Master Real Estate Management Agreement, dated as of August 24, 2009, by and between Inland Diversified Real Estate
Trust, Inc. and Inland Diversified Leasing Services LLC (incorporated by reference to Exhibit 10.4 to the Registrant’s
Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on

August 27, 2009)

Master Real Estate Management Agreement, dated as of August 24, 2009, by and between Inland Diversified Real Estate
Trust, Inc. and Inland Diversified Development Services LLC (incorporated by reference to Exhibit 10.5 to the
Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on
August 27, 2009)
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Property Acquisition Agreement, dated as of August 24, 2009, by and among Inland Diversified Real Estate Trust, Inc.,
Inland Diversified Business Manager & Advisor, Inc. and Inland Real Estate Acquisitions, Inc. (incorporated by reference
to Exhibit 10.6 to the Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and
Exchange Commission on August 27, 2009)

Investment Advisory Agreement for Discretionary Accounts, dated as of August 24, 2009, by and between Inland
Diversified Real Estate Trust, Inc. and Inland Investment Advisors, Inc. (incorporated by reference to Exhibit 10.7 to the
Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on
August 27, 2009)

Escrow Agreement, dated as of August 24, 2009, by and among Inland Diversified Real Estate Trust, Inc., Inland
Securities Corporation and UMB Bank, N.A. (incorporated by reference to Exhibit 10.8 to the Registrant’s Current Report
on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on August 27, 2009)

Form of Indemnification Agreement (incorporated by reference to Exhibit 10.5 to Amendment No. 2 to the Registrant’s
Form S-11 Registration Statement, as filed by the Registrant with the Securities and Exchange Commission on
April 10, 2009 (file number 333-153356))

Term Loan Promissory Note, made as of February 11, 2010 by Inland Diversified Merrimack Village, L.L.C. for the
benefit of Delta Community Credit Union (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on
Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on February 17, 2010)

Mortgage, dated as of February 11, 2010, by and between Inland Diversified Merrimack Village, L.L.C. and Delta
Community Credit Union (incorporated by reference to Exhibit 10.2 to the Registrant’s Current Report on Form 8-K, as
filed by the Registrant with the Securities and Exchange Commission on February 17, 2010)

Environmental Indemnity Agreement, made as of February 11, 2010 by Inland Diversified Merrimack Village, L.L.C. in
favor of Delta Community Credit Union (incorporated by reference to Exhibit 10.3 to the Registrant’s Current Report on
Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on February 17, 2010)

Compliance Agreement, dated as of February 11, 2010, by and between Inland Diversified Merrimack Village, L.L.C. in
favor of Delta Community Credit Union (incorporated by reference to Exhibit 10.4 to the Registrant’s Current Report on
Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on February 17, 2010)

Limited Guaranty Agreement, made as of February 11, 2010 by Inland Diversified Real Estate Trust, Inc. for the benefit
of Delta Community Credit Union (incorporated by reference to Exhibit 10.5 to the Registrant’s Current Report on Form
8-K, as filed by the Registrant with the Securities and Exchange Commission on February 17, 2010)

Purchase and Sale Agreement (re: Pleasant Hill Commons), by and between Inland Real Estate Acquisitions, Inc. and
MCP Retail, LLC, dated December 21, 2009, as amended (incorporated by reference to Exhibit 10.1 to the Registrant’s
Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on

February 24, 2010)

. Assignment, dated February 18, 2010, by Inland Real Estate Acquisitions, Inc. to and for the benefit of Inland Diversified

Kissimmee Pleasant Hill, L.L.C. (incorporated by reference to Exhibit 10.2 to the Registrant’s Current Report on Form 8-
K, as filed by the Registrant with the Securities and Exchange Commission on February 24, 2010)

91-



10.17

10.18

10.19

10.20

10.23

10.24

10.25

10.26

10.27

Assignment and Assumption of Lease, dated February 18, 2010, by and between MCP Retail, LLC and Inland Diversifie
Kissimmee Pleasant Hill, L.L.C. (incorporated by reference to Exhibit 10.3 to the Registrant’s Current Report on Form 8
K. as filed by the Registrant with the Securities and Exchange Commission on February 24, 2010)

Purchase and Sale Agreement, dated as of April 9, 2010, by and between SDI Shreveport, Ltd. and Inland Real Estate
Acquisitions, Inc., as amended by the First Amendment to Purchase and Sale Agreement, dated May 4, 2010, and the
Second Amendment to Purchase and Sale Agreement, dated May 14, 2010 (incorporated by reference to Exhibit 10.1 to
the Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission or
May 17, 2010)

Assignment of Purchase and Sale Agreement, dated as of May 14, 2010, by and between Inland Real Estate Acquisitions

Inc. and Inland Diversified Shreveport Regal Court, L.L..C. (incorporated by reference to Exhibit 10.2 to the Registrant’s
Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on May 17, 2010)

Assignment and Assumption of Leases, dated as of May 14, 2010, by SDI Shreveport, Ltd.. in favor of Inland Diversifie
Shreveport Regal Court, L.L.C. (incorporated by reference to Exhibit 10.3 to the Registrant’s Current Report on Form §-
K, as filed by the Registrant with the Securities and Exchange Commission on May 17, 2010)

Master Lease Escrow Agreement, dated as of May 14, 2010, by and among SDI Shreveport, Ltd., Inland Diversified
Shreveport Regal Court, L.L.C. and Chicago Title Insurance Company (incorporated by reference to Exhibit 10.4 to the
Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on
May 17, 2010)

Mortgage Note, made as of May 11, 2010 by Inland Diversified Kissimmee Pleasant Hill, L.L.C. for the benefit of John
Hancock Life Insurance Company (U.S.A.) (incorporated by reference to Exhibit 10.5 to the Registrant’s Current Report
on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on May 17, 2010)

Mortgage, Assignment of Leases and Rents and Security Agreement and Fixture Filing, dated as of May 11, 2010, by
Inland Diversified Kissimmee Pleasant Hill, L.L..C. to and for the benefit of John Hancock Life Insurance Company
(U.S.A)) (incorporated by reference to Exhibit 10.6 to the Registrant’s Current Report on Form 8-K., as filed by the
Registrant with the Securities and Exchange Commission on May 17, 2010)

Indemnification Agreement, dated as of May 11, 2010 by Inland Diversified Kissimmee Pleasant Hill, L.L.C. and Inland
Diversified Real Estate Trust, Inc. to and for the benefit of John Hancock Life Insurance Company (U.S.A.) (incorporate
by reference to Exhibit 10.7 to the Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securitie

~ and Exchange Commission on May 17, 2010)

Guaranty Agreement, dated as of May 11, 2010, by Inland Diversified Real Estate Trust, Inc. in favor of John Hancock
Life Insurance Company (U.S.A.) and the subsequent owners and holders of the Note (incorporated by reference to
Exhibit 10.8 to the Registrant’s Currént Report on Form 8-K, as filed by the Registrant with the Securities and Exchange
Commission on May 17, 2010)

Assignment of Leases and Rents, dated as of May 11, 2010 by Inland Diversified Kissimmee Pleasant Hill, L.L.C. to Jot
Hancock Life Insurance Company (U.S.A.) (incorporated by reference to Exhibit 10.9 to the Registrant’s Current Report
on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on May 17, 2010)

Assignment of Agreements, Permits and Contracts, dated as of May 11, 2010 by Inland Diversified Kissimmee Pleasant
Hill, L.L.C. to John Hancock Life Insurance Company (U.S.A.) (incorporated by reference to Exhibit 10.10 to the
Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on
May 17, 2010)
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Lockbox Agreement, dated as of May 11, 2010 by and between Inland Diversified Kissimmee Pleasant Hill, L.L.C. and
John Hancock Life Insurance Company (U.S.A.) (incorporated by reference to Exhibit 10.11 to the Registrant’s Current
Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on May 17, 2010)

Loan Agreement, dated as of May 11, 2010 by and between Inland Diversified Shreveport Regal Court, L.L.C. and
JPMorgan Chase Bank. N.A (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on Form 8-K. as
filed by the Registrant with the Securities and Exchange Commission on May 24, 2010)

Promissory Note, made as of May 19, 2010, by Inland Diversified Shreveport Regal Court, L.L.C. to JPMorgan Chase
Bank, N.A. (incorporated by reference to Exhibit 10.2 to the Registrant’s Current Report on Form 8-K, as filed by the
Registrant with the Securities and Exchange Commission on May 24, 2010)

Mortgage, Assignment of Leases and Rents and Security Agreement, dated as of May 19, 2010, by Inland Diversified
Shreveport Regal Court, L.L.C. to JPMorgan Chase Bank, N.A. (incorporated by reference to Exhibit 10.3 to the
Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on
May 24, 2010)

Guaranty Agreement, dated as of May 19, 2010, by Inland Diversified Real Estate Trust, Inc. for the benefit of JPMorgan
Chase Bank, N.A. (incorporated by reference to Exhibit 10.4 to the Registrant’s Current Report on Form 8-K, as filed by
the Registrant with the Securities and Exchange Commission on May 24, 2010)

Environmental Indemnity Agreement, dated as of May 19, 2010, by Inland Diversified Shreveport Regal Court, L.L.C. in
favor of JPMorgan Chase Bank, N.A. (incorporated by reference to Exhibit 10.5 to the Registrant’s Current Report on
Form 8-K., as filed by the Registrant with the Securities and Exchange Commission on May 24, 2010)

Letter Agreement, dated as of December 3, 2009, between Inland Real Estate Acquisitions, Inc. and Draper Crossing 1,
L.C., as amended (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on Form 8-K, as filed by
the Registrant with the Securities and Exchange Commission on June 3, 2010)

Assignment of Contract, dated as of May 27, 2010, by and between Inland Real Estate Acquisitions, Inc. and Inland
Diversified Draper Crossing, L.L.C. (incorporated by reference to Exhibit 10.2 to the Registrant’s Current Report on Form
8-K, as filed by the Registrant with the Securities and Exchange Commission on June 3, 2010)

Assignment of Leases, dated as of May 26, 2010, between Draper Crossing I, L.C. and Inland Diversified Draper
Crossing, L.L.C. (incorporated by reference to Exhibit 10.3 to the Registrant’s Current Report on Form 8-K, as filed by
the Registrant with the Securities and Exchange Commission on June 3, 2010)

Promissory Note, dated as of November 21, 2001, by Draper Crossing I, L.C. for the benefit of CIBC Inc. (incofporated
by reference to Exhibit 10.4 to the Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities
and Exchange Commission on June 3, 2010)

Deed of Trust and Security Agreement, dated as of November 21, 2001, by Draper Crossing I, L.C. to Surety Title
Agency, as trustee, for the benefit of CIBC Inc. (incorporated by reference to Exhibit 10.5 to the Registrant’s Current

_ Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on June 3, 2010)
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10.40

10.41

10.42

10.43

10.44

10.45

10.46

10.47

Indemnity and Guaranty Agreement, made as of May 27, 2010, by Inland Diversified Real Estate Trust, Inc. in favor of
Bank of America, N.A., successor in interest to Wells Fargo Bank. N.A. (as successor by mergerto Wells Fargo Bank
Minnesota, N.A.), as Trustee for the Registered Holders of J.P. Morgan Chase Commercial Mortgage Securities Corp..
Commercial Mortgage Pass-Through Certificates Series 2001-CIBC3 (incorporated by reference to Exhibit 10.6 to the
Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on
June 3.2010)

Hazar* »us Substances Indemnity Agreement, made as of May 27, 2010, by Inland Diversified Real Estate Trust, Inc. and
Inlanc Diversified Draper Crossing, L.L.C. in favor of Bank of America, N.A., successor in interest to Wells Fargo Bank
N.A. (as successor by merger to Wells Fargo Bank Minnesota, N.A.), as Trustee for the Registered Holders of J.P.
Morgan Chase Commercial Mortgage Securities Corp., Commercial Mortgage Pass-Through Certificates Series 2001-
CIBC3 (incorporated by reference to Exhibit 10.7 to the Registrant’s Current Report on Form 8-K, as filed by the
Registrant with the Securities and Exchange Commission on June 3, 2010)

Letter Agreement, dated as of March 29, 2010, by and between Tradition Village Center, LLC, The Landing at Tradition
Development Company, LLC and Landing Phase 11, LLC and Inland Real Estate Acquisitions, Inc., as amended by the

Amendment dated May 7, 2010, the Second Amendment dated May 21, 2010, the Third Amendment dated May 26, 201(
the Fourth Amendment dated June 3, 2010, the Fifth Amendment dated June 4, 2010, the Sixth Amendment dated June 8
2010, the Sixth Amendment dated June 8, 2010, the Seventh Amendment dated June 8, 2010 and the Eighth Amendment
dated June 10, 2010 (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on Form 8-K, as filed &~
the Registrant with the Securities and Exchange Commission on June 16, 2010)

Assignment, dated June 10, 2010, by Inland Real Estate Acquisitions, Inc. to and for the benefit of Inland Diversified Por
St Lucie Square, L.L.C. (incorporated by reference to Exhibit 10.2 to the Registrant’s Current Report on Form 8-K, as
filed by the Registrant with the Securities and Exchange Commission on June 16, 2010)

Assignment, dated June 10, 2010, by Inland Real Estate Acquisitions, Inc. to and for the benefit of Inland Diversified Po
St Lucie Landing, L.L.C. (incorporated by reference to Exhibit 10.3 to the Registrant’s Current Report on Form 8-K, as
filed by the Registrant with the Securities and Exchange Commission on June 16, 2010)

Assignment and Assumption of Leases, Warranties and Contracts, made as of June 10, 2010, by Tradition Village Cénte:
LLC to Inland Diversified Port St Lucie Square, L.L.C. (incorporated by reference to Exhibit 10.4 to the Registrant’s
Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on June 16, 2010)

Assignment and Assumption of Leases, Warranties and Contracts, made as of June 10, 2010, by The Landing at Traditio

- Development Company, LLC to Inland Diversified Port St Lucie Landing, L.L.C. (incorporated by reference to Exhibit

10.5 to the Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange
Commission on June 16, 2010)

Promissory Note, made as of June 10, 2010, by Inland Diversified Port St Lucie Square, L.L.C. for the benefit of

KeyBank National Association (incorporated by reference to Exhibit 10.6 to the Registrant’s Current Report on Form 8-« -

as filed by the Registrant with the Securities and Exchange Commission on June 16, 2010)

Promissory Note, made as of June 10, 2010, by Inland Diversified Port St Lucie Landing, L.L.C. for the benefit of
KeyBank National Association (incorporated by reference to Exhibit 10.7 to the Registrant’s Current Report on Form §-.
as filed by the Registrant with the Securities and Exchange Commission on June 16, 2010)
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Loan Agreement. dated as of June 10, 2010, by and among Inland Diversified Port St Lucie Square, L.L.C., Inland
Diversified Real Estate Trust, Inc. and KeyBank National Association (incorporated by reference to Exhibit 10.8 to the
Registrant’s Current Report on Form 8-K. as filed by the Registrant with the Securities and Exchange Commission on
June 16, 2010)

Loan Agreement, dated as of June 10, 2010, by and among Inland Diversified Port St Lucie Landing, L.L.C., Inland
Diversified Real Estate Trust. Inc. and KeyBank National Association (incorporated by reference to Exhibit 10.9 to the
Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on
June 16, 2010)

Environmental Indemnity Agreement, dated as of June 10, 2010, by Inland Diversified Port St Lucie Square, L.L.C. and
Inland Diversified Real Estate Trust, Inc. to and for the benefit of KeyBank National Association (incorporated by
reference to Exhibit 10.10 to the Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities
and Exchange Commission on June 16, 2010)

Environmental Indemnity Agreement, dated as of June 10, 2010, by Inland Diversified Port St Lucie Landing, L.L.C. and
Inland Diversified Real Estate Trust, Inc. to and for the benefit of KeyBank National Association (incorporated by
reference to Exhibit 10.11 to the Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities
and Exchange Commission on June 16, 2010)

Non-Recourse Exception Guaranty, dated as of June 10, 2010, by Inland Diversified Real Estate Trust, Inc. in favor of
KeyBank National Association (incorporated by reference to Exhibit 10.12 to the Registrant’s Current Report on Form 8-
K, as filed by the Registrant with the Securities and Exchange Commission on June 16, 2010)

Non-Recourse Exception Guaranty, dated as of June 10, 2010, by Inland Diversified Real Estate Trust, Inc. in favor of
KeyBank National Association (incorporated by reference to Exhibit 10.13 to the Registrant’s Current Report on Form 8-
K, as filed by the Registrant with the Securities and Exchange Commission on June 16, 2010)

Payment Guaranty, dated as of June 10, 2010, by Inland Diversified Real Estate Trust, Inc. to and for the benefit of
KeyBank National Association (incorporated by reference to Exhibit 10.14 to the Registrant’s Current Report on Form 8-
K, as filed by the Registrant with the Securities and Exchange Commission on June 16, 2010)

Payment Guaranty, dated as of June 10, 2010, by Inland Diversified Real Estate Trust, Inc. to and for the benefit of
KeyBank National Association (incorporated by reference to Exhibit 10.15 to the Registrant’s Current Report on Form 8-
K. as filed by the Registrant with the Securities and Exchange Commission on June 16, 2010)

Limited Liability Company Operating Agreement of Inland Diversified/Vlass Temple Terrace JV., made as of March 31,
2010. by and between Inland Diversified Temple Terrace Member L.L.C. and Vlass Temple Terrace, LLC, as amended by
the First Amendment dated as of April 29, 2010, the Second Amendment dated as of May 21, 2010, the Third Amendment
dated as of June 15, 2010 and the Fourth Amendment dated as of June 30, 2010 (incorporated by reference to Exhibit 10.1
to the Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission
on July 8, 2010)

- Agreement for Purchase and Sale of Real Property and Joint Escrow Instructions, dated as of May 6, 2010, by and

between Calvine South, LLC and Inland Real Estate Acquisitions, Inc., as amended by the First Amendment to
Agreement, dated as of June 16, 2010, the Second Amendment to Agreement, dated as of June 22, 2010, the Third
Amendment to Agreement, dated as of June 25, 2010, and the Fourth Amendment to Agreement, dated as of July 1, 2010
(incorporated by reference to Exhibit 10.2 to the Registrant’s Current Report on Form 8-K, as filed by the Registrant with
the Securities and Exchange Commission on July 8, 2010)
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Assignment, dated as of July 2. 2010, by Inland Real Estate Acquisitions. Inc. to and for the benefit of Inland Diversified
Elk Grove Calvine, L.L.C. (incorporated by reference to Exhibit 10.3 to the Registrant’s Current Report on Form 8-K. as
filed by the Registrant with the Securities and Exchange Commission on July 8. 2010)

Assignment of Lease, dated as of July 2. 2010. by and between Calvine South. LLC and Inland Diversified Elk Grove
Calvine, L.L.C. (incorporated by reference to Exhibit 10.4 to the Registrant’s Current Report on Form 8-K, as filed by th:
Registrant with the Securities and Exchange Commission on July 8, 2010)

Restrictive Covenant and Indemnification Agreement, dated as of July 2, 2010. by and among Calvine South, LLC and
Paul Petrovich and Intand Diversified Elk Grove Calvine, L.L.C. (incorporated by reference to Exhibit 10.5 to the
Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on
July 8, 2010)

Agreement for Sale and Purchase, dated as of April 29, 2010, by and between Lake City Commons Retail. LLC and
Inland Real Estate Acquisitions, Inc.. as amended by the First Amendment, dated as of May 14, 2010, the Second
Amendment, dated as May 18, 2010, the Third Amendment, dated as of May 20. 2010, and the Fourth Amendment. date
as of May 20, 2010, the Fifth Amendment dated June 18, 2010, the Sixth Amendment, dated June 25, 2010, the Seventh
Amendment dated June 29. 2010, and the Eighth Amendment, dated July 1, 2010 (incorporated by reference to Exhibit
10.1 to the Registrant’s Current Report on Form 8-K. as filed by the Registrant with the Securities and Exchange
Commission on July 16, 2010)

Assignment and Assumption of Purchase and Sale Contract. dated as of September 10, 2010, by Inland Real Estate
Acquisitions, Inc. to and for the benefit of Inland Diversified Lake City Commons, L.L.C. (incorporated by reference to
Exhibit 10.2 to the Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange
Commission on July 16, 2010)

Assignment and Assumption of Leases and Security Deposits, dated as of September 10, 2010, by and between Lake
Commons Retail, LLC and Inland Diversified Lake City Commons, L.L.C. (incorporated by reference to Exhibit 10.3 to
the Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission o
July 16.2010)

Kazbor’s Lease Escrow Agreement, dated as of September 10, 2010, by and among Lake City Commons Retail, LLC,
Inland Diversified Lake City Commons, L.L.C. and Chicago Title and Trust Company (incorporated by reference to
Exhibit 10.4 to the Registrant’s Current Report on Form 8-K., as filed by the Registrant with the Securities and Exchange
Commission on July 16, 2010)

Loan Agreement, dated as of September 1, 2010, by and among Inland Diversified Omaha Whispering Ridge, L.L.C.,
Inland Diversified Lake City Commons, L.L.C. and Inland Diversified Elk Grove Calvine, L.L.C. and JPMorgan Chase
Bank, N.A. (incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on Form 8-K. as filed by the
Registrant with the Securities and Exchange Commission on September 8. 2010)

Promissory Note. made as of September 1, 2010, by Inland Diversified Omaha Whispering Ridge, L.L.C., Inland
Diversified Lake City Commons, L.L.C. and Inland Diversified Elk Grove Calvine, L.L.C. for the benefit of JPMorgan
Chase Bank. N.A. (incorporated by reference to Exhibit 10.2 to the Registrant’s Current Report on Form 8-K. as filed by
the Registrant with the Securities and Exchange Commission on September 8, 2010)

Guaranty Agreement, dated as of September I, 2010, by Inland Diversified Real Estate Trust, Inc. for the benefit of
JPMorgan Chase Bank, N.A. (incorporated by reference to Exhibit 10.3 to the Registrant’s Current Report on Form 8-K
as filed by the Registrant with the Securities and Exchange Commission on September 8. 2010)
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Environmental Indemnity Agreement. made as of September 1, 2010, by Inland Diversified Omaha Whispering Ridge.
L.L.C., Inland Diversified Lake City Commons, L.L.C. and Inland Diversified Elk Grove Calvine, L.L.C. in favor of

- JPMorgan Chase Bank, N.A. (incorporated by reference to Exhibit 10.4 to the Registrant’s Current Report on Form 8-K,

as filed by the Registrant with the Securities and Exchange Commission on September 8, 2010)

Credit Agreement, dated as of November 1, 2010, by and among Inland Diversified Real Estate Trust, Inc.. as borrower,
and KeyBank National Association, as administrative agent, KeyBanc Capital Markets, as co-lead arranger, and the
several banks, financial institutions and other entities that may from time to time become parties thereto, as lenders
(incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on Form 8-K. as filed by the Registrant with
the Securities and Exchange Commission on November 5, 2010)

Note, dated November 1, 2010, by Inland Diversified Real Estate Trust, Inc. for the benefit of KeyBank National
Association (incorporated by reference to Exhibit 10.2 to the Registrant’s Current Report on Form 8-K. as filed by the
Registrant with the Securities and Exchange Commission on November 3, 2010)

Subsidiary Guaranty, dated as of November 1. 2010, by the parties identified on the signature pages thereto to and for the
benefit of KeyBank National Association for itself and the lenders under the Credit Agreement and to and for the benefit
of the counterparties to certain related swap obligations (incorporated by reference to Exhibit 10.3 to the Registrant’s
Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on November 5,
2010)

Letter Agreement, dated as of July 16, 2010, by and between Benderson Development Company, LLC and Inland Real
Estate Acquisitions, Inc.. as amended by the First Amendment, dated as of July 28, 2010. the Second Amendment, dated
as of August 4, 2010, the Third Amendment, dated as of September 25. 2010, the Fourth Amendment. dated as of October
13. 2010, the Fifth Amendment, dated as of October 18. 2010, and the Sixth Amendment, dated as of October 26, 2010
(incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on Form §-K, as filed by the Registrant with
the Securities and Exchange Commission on November 12, 2010)

Assignment of Contract, dated as of November 5, 2010, by and between Inland Real Estate Acquisitions. Inc. and Inland
Diversified Fort Myers Colonial Square, L.L.C. (incorporated by reference to Exhibit 10.2 to the Registrant’s Current
Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on November 12, 2010)

Assignment of Contract, dated as of November 5, 2010, by and between Inland Real Estate Acquisitions. Inc. and Inland
Diversified Fort Myers Village Walk, L.L.C. (incorporated by reference to Exhibit 10.3 to the Registrant’s Current Report
on Form 8-K. as filed by the Registrant with the Securities and Exchange Commission on November 12. 2010)

Assignment of Tenant Leases and Securities Deposits, dated as of November 5. 2010, by and between Colonial Square
Associates, L.L.C. and Inland Diversified Fort Myers Colonial Square, L.L.C. (incorporated by reference to Exhibit 10.4
to the Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission
on November 12, 2010)

Assignment of Tenant Leases and Securities Deposits, dated as of November 5, 2010, by and between Shops at Village
Walk, L.L.C. and Inland Diversified Fort Myers Village Walk, L.L.C. (incorporated by reference to Exhibit 10.5 to the

" Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on

November 12, 2010)

Post Closing and Indemnity Agreement, dated as of November 5, 2010, by and between Benderson Development
Company, LLC and Inland Diversified Fort Myers Village Walk, L.L.C. (incorporated by reference to Exhibit 10.6 to the
Registrant’s Current Report on Form 8-K. as filed by the Registrant with the Securities and Exchange Commission on
November 12.2010)
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Second Amended and Restated Articles of Association of Oak Real Estate Association, dated as of October 1, 2006, by
and among Inland Real Estate Corporation, Inland Western Retail Real Estate Trust, Inc., Inland American Real Estate
Trust, Inc. and Inland Diversified Real Estate Trust, Inc. (incorporated by reference to Exhibit 10.16 to the Registrant’s
Quarterly Report on Form 10-Q), as filed by the Registrant with the Securities and Exchange Commission on
November 15, 2010)

Amended and Restated Operating Agreement of Oak Property and Casualty LLC, as amended, by and among Inland Rea
Estate Corporation, Inland Western Retail Real Estate Trust, Inc., Inland American Real Estate Trust, Inc. and Inland
Diversified Real Estate Trust, Inc. (incorporated by reference to Exhibit 10.17 to the Registrant’s Quarterly Report on
Form 10-Q, as filed by the Registrant with the Securities and Exchange Commission on November 15, 2010)

Oak Property and Casualty LL.C Membership Participation Agreement, as amended, by and among Inland Real Estate
Corporation, Inland Western Retail Real Estate Trust, Inc., Inland American Real Estate Trust, Inc., Inland Diversified
Real Estate Trust, Inc. and Oak Property and Casualty LLC (incorporated by reference to Exhibit 10.18 to the Registrant’
Quarterly Report on Form 10-Q, as filed by the Registrant with the Securities and Exchange Commission on

November 15, 2010)

Loan Agreement, dated as of December 21, 2010, by Inland Diversified Fort Myers Colonial Square, L.L.C. and Inland
Diversified Fort Myers Village Walk, L.L.C., as borrower, and JPMorgan Chase Bank, National Association, as lender
(incorporated by reference to Exhibit 10.1 to the Registrant’s Current Report on Form 8-K, as filed by the Registrant witl
the Securities and Exchange Commission on December 28, 2010) ‘

Promissory Note, dated December 21, 2010, by Inland Diversified Fort Myers Colonial Square, L.L.C. and Inland
Diversified Fort Myers Village Walk, L.L.C. for the benefit of KeyBank National Association (incorporated by reference
to Exhibit 10.2 to the Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and
Exchange Commission on December 28, 2010)

Escrow Agreement, dated as of December 21, 2010, by and among Inland Diversified Fort Myers Colonial Square,
L.L.C., Inland Diversified Fort Myers Village Walk, L.L.C., Chicago Title Insurance Company and JPMorgan Chase
Bank, National Association (incorporated by reference to Exhibit 10.3 to the Registrant’s Current Report on Form 8-K., a
filed by the Registrant with the Securities and Exchange Commission on December 28, 2010)

Guaranty Agreement Regarding Earnout Payments, dated as of December 21, 2010, by Inland Diversified Real Estate
Trust, Inc. for the benefit of JPMorgan Chase Bank, National Association (incorporated by reference to Exhibit 10.4 to tl
Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on

_ December 28, 2010)

Guaranty Agreement, dated as of December 21, 2010, by Inland Diversified Real Estate Trust, Inc. for the benefit of
JPMorgan Chase Bank, National Association (incorporated by reference to Exhibit 10.5 to the Registrant’s Current Repc
on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on December 28, 2010)

Environmental Indemnity Agreement, dated as of December 21, 2010, by Inland Diversified Fort Myers Colonial Square. *
L.L.C. and Inland Diversified Fort Myers Village Walk, L.L.C. in favor of JPMorgan Chase Bank, National Association
(incorporated by reference to Exhibit 10.6 to the Registrant’s Current Report on Form 8-K, as filed by the Registrant wit
the Securities and Exchange Commission on December 28, 2010)
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Purchase and Sale Agreement, dated as of December 23, 2010, by and between Prattcenter, LLC and Inland Real Estate
Acquisitions, Inc., as amended by the First Amendment, dated as of January 24, 2011, the Second Amendment, dated as
of February 4, 2011, the Third Amendment, dated as of February 14, 2011, the Fourth Amendment, dated as of March 1,
2011, the Fifth Amendment, dated as of March 10, 2011, the Sixth Amendment, dated as of March 10, 2011 and the
Seventh Amendment, dated as of March 10, 2011 (incorporated by reference to Exhibit 10.1 to the Registrant’s Current
Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on March 17, 2011)

Assignment, dated as of March 11, 2011, by and between Inland Real Estate Acquisitions, Inc. and Inland Diversified
Prattville Legends, L.L.C. (incorporated by reference to Exhibit 10.2 to the Registrant’s Current Report on Form 8-K, as
filed by the Registrant with the Securities and Exchange Commission on March 17, 2011)

Assignment and Assumption of'Leases, dated as of March 11, 2011, by and between Prattcenter, LLC and Inland
Diversified Prattville Legends, L.L.C. (incorporated by reference to Exhibit 10.3 to the Registrant’s Current Report on
Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on March 17, 2011)

Earnout Agreement, dated as of March 11, 2011, by and between Prattcenter, LLC and Inland Diversified Prattville
Legends, L.L.C. (incorporated by reference to Exhibit 10.4 to the Registrant’s Current Report on Form 8-K, as filed by the
Registrant with the Securities and Exchange Commission on March 17, 2011)

Post Closing and Indemnity Agreement, dated as of March 11, 2011, by and between Prattcenter, LLC and Inland
Diversified Prattville Legends, L.L.C. (incorporated by reference to Exhibit 10.5 to the Registrant’s Current Report on
Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on March 17, 2011)

Purchase and Sale Agreement, dated as of December 23, 2010, by and between Reames Investors, L.L.C. and Inland Real
Estate Acquisitions, Inc., as amended by the First Amendment, dated as of February 14, 2011, the Second Amendment,
dated as of March 1, 2011, the Third Amendment, dated as of March 4, 2011, the Fourth Amendment, dated as of March
8, 2011 and the Fifth Amendment, dated as of March 10, 2011 (incorporated by reference to Exhibit 10.6 to the
Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on
March 17, 2011)

Assignment, dated as of March 11,2011, by and between Inland Real Estate Acquisitions, Inc. and Inland Diversified
Charlotte Northerest, L.L.C. (incorporated by reference to Exhibit 10.7 to the Registrant’s Current Report on Form 8-K, as
filed by the Registrant with the Securities and Exchange Commission on March 17, 2011)

Assignment and Assumption of Leases, dated as of March 11,2011, by and between Reames Investors, L.L.C. and Inland
Diversified Charlotte Northcrest, L.L.C. (incorporated by reference to Exhibit 10.8 to the Registrant’s Current Report on
Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on March 17, 2011)

Earnout Agreement, dated as of March 11, 2011, by and between Reams Investors, L.L.C. and Inland Diversified
Charlotte Northerest, L.L.C. (incorporated by reference to Exhibit 10.9 to the Registrant’s Current Report on Form 8-K, as
filed by the Registrant with the Securities and Exchange Commission on March 17, 2011)

Post Closing and Indemnity Agreement, dated as of March 11, 2011, by and between Reams Investors, L.L.C. and Inland

. Diversified Charlotte Northerest. L.L.C. (incorporated by reference to Exhibit 10.10 to the Registrant’s Current Report on

Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on March 17, 2011)
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First Amendment to Credit Agreement, dated as of March 15, 2011, by and among Inland Diversified Real Estate Trust,
Inc., Key Bank National Association as administrative agent and the several banks, financial institutions and other entitie:
that may from time to time become parties thereto, as lenders (incorporated by reference to Exhibit 10.11 to the
Registrant’s Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on
March 17, 2011)

Subsidiaries of the Registrant™ -

Certification by Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002*

Certification by Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002*

Certification by Principal Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002*

Certification by Principal Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002*

Non-Retaliation Policy (incorporated by reference to Exhibit 99.1 to the Registrant’s Form S-11 Registration Statement,
as filed by the Registrant with the Securities and Exchange Commission on September 5, 2008 (file number 333-153356)

Responsibilities of the Compliance Officer of the Company (incorporated by reference to Exhibit 99.2 to the Registrant’s
Form S-11 Registration Statement, as filed by the Registrant with the Securities and Exchange Commission on Septembe
5, 2008 (file number 333-153356))

Code of Ethics (incorporated by reference to Exhibit 99.3 to Post-Effective Amendment No. 1 to the Registrant’s Form S
11 Registration Statement, as filed by the Registrant with the Securities and Exchange Commission on March 8, 2010 (fi
number 333-153356))

Filed as part of this Annual Report on Form 10-K.
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'EXHIBIT 21.1

Subsidiaries of the Registrant

Name of Subsidiary

Inland Diversified Ariton DG Portfolio, L.L.C.
Intand Diversified Ashwaubenon Bay Park, L.L.C.
Inland Diversified Bend River, L.L.C.

Inland Diversified Buffalo Grove Deerfield, L..L.C.
Inland Diversified Burlington Milwaukee, L.L.C.
Inland Diversified Charlotte Northcrest, L.L.C.
Inland Diversified Collins DG Portfolio, L.L.C.
Inland Diversified Conyers Heritage, L.L.C.

Inland Diversitied Decatur DG Portfolio, L.L.C.
Inland Diversified Draper Crossing, L.L.C.

Inland Diversified Draper Peaks, L.L.C.

Inland Diversified Dublin DG Portfolio, L.L.C.
Inland Diversified Duncanville DG Portfolio, L..L.C.
Inland Diversified East Syracuse Fair Lakes, L.L.C.

Inland Diversified Elizabeth City DG Portfolio, L.L.C.

Inland Diversified Elk Grove Calvine, L.L.C.
Inland Diversified Excel DG Portfolio, L.L.C.

Inland Diversified Fort Myers Colonial Square, L.L.C.

Inland Diversified Fort Myers Village Walk, L.L.C.
Inland Diversitied Fort Wayne Lima, L.L.C.
Inland Diversified Houston Hillcroft GP, L.L.C.

Inland Diversified Houston Hillcroft Limited Partnership

Inland Diversified Houston Hillcroft, LP, L.L.C.
Inland Diversified Jacksonville Richlands, L.L.C.
Inland Diversified Kissimmee Pleasant Hill, L.L.C.
Inland Diversified Lagrange DG Portfolio, L.L.C.
Inland Diversitied Lake City Commons, L.L.C.
Inland Diversified Lake Mary, L.L.C.

Inland Diversified Lenexa Falcon Valley, L.L.C.
Inland Diversified Merrimack Village, L.L.C.
Inland Diversified Milledgeville DG Portfolio, L.L.C.
Inland Diversified Neenah Commercial, L.L.C.
Inland Diversified Newburgh Bell Oaks, L.L.C.
Inland Diversified Norman University, L.L.C.
Inland Diversified Omaha Whispering Ridge, L.L.C.
Inland Diversified Pleasant Prairie Ridge, L.L.C.
Inland Diversified Port St Lucie Landing, L.L.C.
Inland Diversitied Port St Lucie Landing 11, L.L.C.
Inland Diversitied Port St LLucie Square, L.L.C.
Inland Diversified Prattville Legends, L.L.C.
Inland Diversified Roper DG Portfolio, L.L.C.
Inland Diversified Salem Lakeside, L.L.C.

Inland Diversified Shreveport Regal Court, L.L.C.
Inland Diversified St. Cloud 13th, L.L.C.

Inland Diversified Temple Terrace Member, L.L.C.
Inland Diversified Uriah DG Portfolio, L.L.C.

State of Organization
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Illinois
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware
Delaware




Inland Diversified Virginia Beach Landstown, L.L.C.

Inland Diversified/Vlass Temple Terrace JV, LLC

Inland Diversified Waxahachie Crossing GP, L.L.C.

Inland Diversified Waxahachie Crossing Limited Partnership
Inland Diversified Waxahachie Crossing LP, L.L.C.

Delaware
Delaware
Delaware
Illinois
Delware



Exhibit 31.1
Certification of Principal Executive Officer

I, Barry L. Lazarus, certify that:

1. I have reviewed this Annual Report on Form 10-K of Inland Diversified Real Estate Trust, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state
a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

4, The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(¢e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and

have:

a)

b)

¢)

d)

Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared,

Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

a)

b)

By:

Name:
Title:
Date:

All significant deficiencies and material weaknesses in the design or operation of internal control

" over financial reporting which are reasonably likely to adversely affect the registrant’s ability to

record, process, summarize and report financial information; and

Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

/s/ Barry L. Lazarus

Barry L. Lazarus
President (principal executive officer)
March 30, 2011



Exhibit 31.2
Certification of Principal Financial Officer

1. Steven T. Hippel, certify that:

[ have reviewed this Annual Report on Form 10-K of Inland Diversified Real Estate Trust, Inc.:

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state
a material fact necessary to make the statements made. in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and [ are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

a) Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating to the
registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

b) Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of
the end of the period covered by this report based on such evaluation; and

d) Disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in
the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

a) All significant deficiencies and material weaknesses in the design or operation of internal control
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to

record, process, summarize and report financial information; and

b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

By: /s/Steven T. Hippel

Name: Steven T. Hippel

Title: Treasurer and chief accounting officer (principal financial officer)
Date: March 30, 2011



Exhibit 32.1
Certification Pursuant to
18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Annual Report on Form 10-K of Inland Diversified Real Estate Trust, Inc. (the
“Company”) for the fiscal year ended December 31, 2010, as filed with the Securities and Exchange
Commission on the date hereof (the “Report™), Barry L. Lazarus, president of the Company, certifies,
pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
that, to the best of his knowledge:

) The Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as amended; and

2) The information contained in the Report fairly presents, in all material respects, the
financial condition and results of operations of the Company.

Date: March 30, 2011 By: /s/ Barry L. Lazarus
Name:  Barry L. Lazarus
Title: President (principal executive officer)

This certification accompanies the Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and
shall not, except to the extent required by the Sarbanes-Oxley Act of 2002, be deemed filed by the
Company for purposes of Section 18 of the Securities Exchange Act of 1934, as amended. A signed
original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon
request.



Exhibit 32.2
Certification Pursuant to
18 U.S.C. Section 1350, as Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Annual Report on Form 10-K of Inland Diversified Real Estate Trust, Inc. (the
“Company”) for the fiscal year ended December 31, 2010, as filed with the Securities and Exchange
Commission on the date hereof (the “Report™), Steven T. Hippel, treasurer and chief accounting officer of
the Company, certifies, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that, to the best of his knowledge:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as amended; and

3) The information contained in the Report fairly presents, in all material respects, the
financial condition and results of operations of the Company.

Date: March 30, 2011 By: /s/ Steven T. Hippel
Name:  Steven T. Hippel
Title: Treasurer and chief accounting officer (principal

financial officer)

This certification accompanies the Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and
shall not, except to the extent required by the Sarbanes-Oxley Act of 2002, be deemed filed by the
Company for purposes of Section 18 of the Securities Exchange Act of 1934, as amended. A signed
original of this written statement required by Section 906 has been provided to the Company and will be
retained by the Company and furnished to the Securities and Exchange Commission or its staff upon
request.
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Board of Directors

Robert D. Parks
Chairman and Director
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Independent Director

Charles H. Wurizebach
Independent Director

General Counsel
Shefsky & Froelich, Ltd.
111 East Wacker Drive .
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Chicago, IL 60601

Independent Auditors
KPMG LLP

303 East Wacker Drive
.Chicago, IL. 60601
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DST Systems, Inc.
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President, Chief Operating Officer
and Director
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Independent Director
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Independent Director

Corporate Office
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Toll Free 800.826.8228
Phone 630.218.8000
www.inlanddiversified.com

Annual Stockholders Meeting

- The Inland Diversified Real Estate Trust, Inc. Annual
Stockholders Meeting is scheduled to be held on Wednesday,
* June 8, 2011 at 10:00am (CT) at the Inland Corporate Office
Located at 2901 Butterfield Road, Oak Brook, IL 60523.

Investor Relations
If you have any questions, please contact your Financial
Advisor or Inland Customer Service at 800.826.8228 or
by email at custserv@inland-investments.com.

The inland name and logo are registered trademarks being used under license.
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