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AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2012
INLAND DIVERSIFIED 10-K FINANCIAL HIGHLIGHTS

(DOLLAR AMOUNTS IN THOUSANDS)

AS OF AND FOR THE YEAR  AS OF AND FOR THE YEAR
ENDED 12/31/2012 ENDED 12/31/2011

Total Assets $2.393,523 $1,010,836
Real Estate $2,271,488 $914,127
Cash $36,299 $60,254
Securities $40,941 $17,903
Other $44,795 $18,552

Total Debt $1,249,422 $464,956
Mortgage Payable $1,156,582 $462,418
Mortgage Debt to Total Assets 48% 46%

Total Number of Properties 141 49
Retail 133 46
Office 4 2
Industrial 2 -
Multi-family 2 1
Economic Occupancy 97.7% 97.3%

Current Distribution Rate 6.0% 6.0%
Cash Flow From Operations $56,670 $27,872
Funds From Operations (FFO) $55.830 $26,672
Distributions Paid $51,767 $23,641

TOP TENANTS, BASED ON ANNUALIZED BASE RENT OF PORTFOLIO
AS OF 12/31/2012

Kohl's

Walgreens

Dollar General
PetSmart

Ross Dress for Less




THE CORNERSTONE OF OUR BUSINESS PHILOSOPHY HAS BEEN TO
CONSTRUCT A COMPANY THAT WILL PROVIDE CONSISTENT, STABLE

RETURNS FOR OUR STOCKHOLDERS.

—

Dear Fellow Stockholder:

2012 will be remembered as the year we Tinished building
the ! Q\mdai on of our company. Our primary offering
concluded with strong investor demand for our stock and
we were able o fully invest the capital we raised in that
offering by the end of the year. This gives us fremendous

momentum entering 2013. At year end, our properties were

experiencing exceptional financial occupancy at 98%; our
income stream is generated by leases with leading retailers
with average terms extending many years into the future.
Our overall cost of debt is comparatively low at a weighted
average annual interest rate of 4.13%, with a majority of our
loans at fixed rates with several years to maturity.

How did we get here? Through a methodical balance of
aggressive property acquisition, contract negotiation and
financial verification related to the due diligence process.
Our acquisition team takes pride in keeping a steady flow of
potential acquisitions available for our review. Similarly, our
due diligence team takes pride in knowing every possible
aspect of each property we buy, before we close. Our REIT
management team blends the work of both groups to close
on those properties that meet our rigorous criteria. This
process results in knowledgeable decision making. In short,
we are thoroughly familiar with the properties we buy. And
importan ﬂy we do not buy a property unless everyone
involved in the process agrees on the final decision.

The cornerstone of our business philosophy has been to
‘construct a company that will provide consistent, stable
returns for our stockholders. While this would have been an
enviable goal in times past, we believe it is essential in the
current economic environment. For that reason, we have
and will continue to place particular emphasis on acquiring
newer properties that are fop performers in their respective
markets. After we acquire properties, our property
management philosophy is hands an. We spend time
cultivating relationships with our tenants that go beyond
simply providing basic services o each property.

Our managers make a point of working with tenants to

Ut wdm stand their business. We try to anticipate problems so
e can mitigate their impact on the performance of each

proporty, We may consult with certam tenants we know well

regarding their views on specific markets before we buy a

property in those markets.

We like the size and diversity of cur company. We have
bui t a c,ompany that produces revenue from fenants
that primarily provide basic goods and services to the
public, or that occupy a Sfrategéc role in servicing other
businesses. For example, our non-retail tenants include
Fedbx and Siemens, the »m det'anal engineering firm.
We are big enough to have economies of scale in our
purchasing power, but not so big that we require a large
management team

Because we acquired a number of properties at the end

of last year, 2013 will be the first year in which all 141
properties in our portfolio produce revenue for a full 12
months. Accordingly, we expect corporate level expenses as
a ratio of overall revenue to decrease significantly, resulting
in a substantial increase in earnings.

in 2013, we will move on to the next stage in our life cycle,
during which we will reevaluate all of our assets. We may
add to and possibly sell properties from the portfolio. We
will also consider strategic plans for providing liquidity 1o
our stockholders. A liquidity event could include a listing of
the company on a national stock exchange, a merger with
a listed company or a sale of the company or its assets.
Ay "y decision will be based on a number of factors and
will ultimately be made with the goal of achieving the most
positive results for our stockholders. We will update you on
our progress as we move forward.

These are exciting times for us. All of us at Inland
Diversified appreciate your support and look forward to
another profitable year for our company.

Sincerely,

Tl R Pog RS

ROBERT D. PARKS BARRY L. LAZARUS
Chairman of the Board President and Chief
Operating Officer



S
0

Ao




2012 WAS A FOUNDATIONAL YEAR FOR
INLAND DIVERSIFIED.

We significantly expanded our asset base, streng
continued to pay sustainable distributions to our

SPECIFIC ACHIEVEMENTS INCLUDED:

e Generated gros
efforts” offering which closed on August ?% ?Oi)

@ Acquired 92 prope
approximately $1.19 billion

e Financed 89 properties with a weighted average
annum and a weighted average r‘naturit_\/ of 8.9 years

e Declared and paid distributions fotaling $.60 per share on an annualized bas
fully funded all ;jistrébutt(mg f‘mm cash flow from operations

°s totaling 6.8 million square feet and 144 multi-family units

rate of 3.45%

s proceeds totaling $536 million (excluding DRP) from our “best-

for

per

5is and
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STRENGTH THROUGH PORTFOLIO DIVERSITY

Maine

Montana North Dakota
Minnesota

Massachusetts 1.8

Rhode isfand 1.1

South Dakota

Michigan

Wyoming
Connecticut 2.8*

lowa .
New Jersey 4.6%

- Delaware 0.3°

. Washinglon D.C.
Colorad
Maryiand 1.3%

Kansas

New Mexico

PERCENT OF TOTAL ANNUALIZED BASE RENTS (“ABR”) AS OF DECEMBER 31,2012

a¢

NO ASSETS 2.00% QR LESS 2.01% 70 4.95% . 5.00% OR GREATER

# OF LEASES % OF ABR Inland Diversified has assembled a strong portfolio of

income producing commercial real estate assets. At

o December 31, 2012, the Company owned 141 total

10 44% properties, including: 133 reta%l fo Jr office, and two
industrial Qroy“)@mw ling 12.4 million square

14 4.9% feet and two multi-family Dmpettif‘c totaling 444 mmg Also
al year en d the portfolio maintained a weighted average
. oxima
3 999, economic occupancy of approximately 98%.
We believe the core strength of our portfolio lies in the
15 7 4%, diversity of its geography and tenant base. With properties
in 31 states, anchored by strategic regional concentrations,
we are broadly positioned for growth across the nation’s
12 2.2% primary population centers. Our tenant base consists
DIEESS FOR LESS largely of necessity-based retailers that serve the everyday
I ' needs of today’s consumer, with no single tenant
TOTAL 94 16.1% comprising more than 4.4% of the portfolio’s annualized

consolidated base rental revenue for the year ended
D@( ember 31, 2012. These characteristics are designed fc
2ct the portfolio throughout all economic cycles.
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STRATEGIC ACQUISITIONS AND FINANCING

Inland Diversified has taken a strategic approach MANAGEABLE MORTGAGE DEBT MATURITIES
to acquiring and financing new properties. Backed
by the expertise of seasoned acquisition and due 850
diligence teams, we established a high quality pipeline 800
of investment opportunities that effectively matched 130
our offering proceeds. in 2012, we invested more than 700
650
$1.19 billion in new real estate assets with attractive 600
financing. Our weighted average interest rate across s HED
the portfolio was 4.13% as of December 31, 2012, with = s :
laddered maturity dates over the near-term. ~ 430 o )
E 40

. L L ) o == 350
Leasing aclivity at our properties is a clear demonstration o 300
of quality due diligence underwriting. Our leasing team 750
was busy in 2012, renewing the vast majority of our 208
expiring leases or finding new tenants to strengthen 150
our properties. Near-term lease expirations remain ¥gg
manageable, with not more than 5.0% of total annual base 0 i ‘
rental income rolling over in any of the next four years. 2013 2014 2015 2016 2017 THEREAFTER

%of Tolal Mortgage Dett—— 439% 066 856 422%  1044% 71730

%2 varinste B8 rixep

CUMULATIVE GROSS OFFERING PROCEEDS AND ACQUISITION VOLUME

$ IN MILLIONS

297 93
0 o

042009 012010 022010 Q32010 Q42000 Q12011 Q22011 @32011 42011 Q12012 Q22012 Q32012 Q42012

" Excludes DRP

CUMULATIVE GROSS OFFERING PROGEEDS $*
B CUMULATIVE ACQUISITION VOLUME $**

** Excludes Eamouts
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 The Inland Diversified Executive Management, Property M
 Frontrow: Steve Hippel, Linda Ast, Barry Lazarus, Jessica
Back row: Kelly Janisch, Adam Russell, Beth McNeely, An

ROBERT D. PARKS BARRY L. LAZARUS BRENDA G. GUIRAL LEE A. DANIELS
Chairman of the Board President and Chief Director Independent Director
Operating Officer

5

GERALD W. GRUPE CHARLES H. WURTZEBACH  HEIDI N. LAWTON

Independent Director Independent Director Independent Director
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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2012

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
FOR THE TRANSITION PERIOD FROM TO

COMMISSION FILE NUMBER: 000-53945
Inland Diversified Real Estate Trust, Inc.

(Exact name of registrant as specified in its charter)

Maryland 26-2875286
(State or other jurisdiction of (LR.S. Employer
incorporation or organization) Identification No.) -
2901 Butterfield Road, Oak Brook, Illinois 60523
(Address of principal executive offices) (Zip Code)

630-218-8000

(Registrant’s telephone number, including area code)
Securities registered pursuant to Section 12(b) of the Act:
None
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Act. Yes O No
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports),
and (2) has been subject to the filing requirements for the past 90 days. Yes B No O
Indicate by check mark whether the Registrant has submitted electronically and posted on its corporate website, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.45 of this chapter) during the
preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes @ No O
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or a smaller
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the Exchange Act).

Large accelerated filer O Accelerated filer O
Non-accelerated filer B Smaller reporting company O

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).  Yes O No
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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 one of Inland
Diversified Real Estate Services LLC, Inland Diversified Asset Services LLC, Inland Diversified Leasing Services LLC or Inland
Diversified Development Services LLC, referred to collectively herein as our “Real Estate Managers.” These entities are indirectly
controlled by the four principals of The Inland Group, Inc.; Messrs. Goodwin, Baum, Cosenza and Parks. Unless otherwise noted, all
dollar amounts are stated in thousands.

On August 24, 2009, we commenced our "best efforts" offering, authorized to sell up to 500,000,000 shares of our common stock at a
price equal to $10.00 per share on a “best efforts” basis. We were also authorized to sell up to 50,000,000 shares of our common stock
at a price equal to $9.50 per share to stockholders who elected to participate in our distribution reinvestment plan, or “DRP.” The
dealer manager of this "best efforts" offering was Inland Securities Corporation, a wholly owned subsidiary of our Sponsor. The "best
efforts" portion of the offering was completed on August 23, 2012. We sold a total of 110,485,936 shares, generating $1,099,311 in
aggregate gross offering proceeds. We filed another registration statement so that we can continue offering and selling shares of
common stock to stockholders who choose to participate in the DRP. As of December 31, 2012, we had sold 5,323,426 shares,
generating $50,573 in aggregate gross offering proceeds, pursuant to the DRP.

At December 31, 2012, we owned 133 retail properties, four office properties and two industrial properties collectively totaling 12.4
million square feet and two multi-family properties totaling 444 units. The properties are located in 31 states. As of December 31,
2012, we had a very diversified portfolio of properties with our top two tenants, Kohl's Department Stores, Inc. and Walgreens
comprising 4.4% and 4.2% of our total annualized base rent, respectively and by tenant type with our top two, dollar stores including
off price clothing and grocery comprising 16.9% and 11.5% of our total square feet, respectively. As of December 31, 2012, the
portfolio had a weighted average physical occupancy and economic occupancy of 95.7% and 97.7%, respectively. Economic
occupancy excludes square footage associated with an earnout component. At the time that we acquired certain properties, the
purchase agreement contained an earnout component to the purchase price, 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 settle this contingent purchase price
unless the seller obtains leases for the vacant space within the time limits and parameters set forth in the applicable acquisition
agreement.

Segment Data

The Company has one reportable segment as defined by accounting principles generally accepted in the United States (“U.S. GAAP”)
for the years ended December 31, 2012, 2011 and 2010. As the Company acquires additional properties in the future, we may add
business segments and related disclosures if they become significant. Accordingly, we did not report any other segment disclosures in
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
of 1986, as amended (the “Internal Revenue Code”) beginning with the tax year ended December 31, 2009. Because we qualify for
taxation 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
any 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
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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 neither 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 corporate secretary of the Company and the Business Manager is not
considered an “executive officer.” -

Conflicts of Interest

Certain persons performing services for our Business Manager and Real Estate Managers are employees of IREIC or its affiliates, and
may also perform services for its affiliates and other IREIC-sponsored entities. These individuals face competing demands for their
time and services and may have conflicts in allocating their time between our business and assets and the business and assets of these
other entities. IREIC also may face a conflict of interest in allocating personnel and resources among these entities. In addition,
conflicts exist to the extent that we acquire properties in the same geographic areas where properties owned by other IREIC-sponsored
programs are located. In these cases, a conflict may arise in the acquisition or leasing of properties if we and another IREIC-sponsored
program are competing for the same properties or tenants in negotiating leases, or a conflict may arise in connection with the resale of
properties if we and another IREIC-sponsored program are selling similar properties at the same time.

Our charter contains provisions setting forth our ability to engage in certain related party transactions. Our board of directors reviews
all of these transactions and, as a general rule, any related party transactions must be approved by a majority of the directors, including
a majority of the independent directors, not otherwise interested in the transaction. Further, 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:

«  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.

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, 2012 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, 2012:
Robert D. Parks, 69, has been our chairman of the board and director since our formation.

Barry L. Lazarus, 66, has been our president and chief operating officer since May 2009.

Cathleen M. Hrtanek, 36, has been our secretary since our formation.

Steven T. Hippel, 41, has been our chief financial officer since August 2012 and treasurer and chief accounting officer since November
2009.

Roberta S. Matlin, 68, 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 Reference 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
10-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 to 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 ability to pay distributions
to our stockholders. Potential investors and our stockholders may be referred to as “you” or “your” in this Item 14, “Risk Factors,”
section.

Risks Related to Our Business

We have incurred net losses on a U.S. GAAP basis in two of the last three years.

We have incurred a net loss on a U.S. GAAP basis in two of the last three years. Our losses can be attributed, in part, to startup costs
and expenses incurred while we increased the size of our portfolio. In addition, depreciation and amortization substantially reduced
our net income on a U.S. GAAP basis. If we incur net losses in the future, our financial condition, operations, cash flow, and our
ability to service our indebtness and pay distributions to our stockholders may be materially and adversely affected. We are subject to
all of the business risks and uncertainties associated with any business, including the risk that the value of an investor’s investment
could decline substantially. We were formed in June 2008 and, as of December 31, 2012, had acquired 133 retail properties, four office
properties, two industrial properties and two multi-family properties. We cannot assure you that, in the future, we will be profitable or
that we will realize growth in the value of our assets.

There is no public market for our shares, and you may not be able to sell your 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 seek stockholder approval to liquidate our assets by a specified date, nor does our charter require our directors to list our shares on a
national exchange by a specified date. In addition, even if our board decides to seek a listing of our shares of common stock, there is
no assurance that we will satisfy the listing requirements or that our shares will be approved for listing. Further, our charter limits a
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 which may further limit your
ability to sell or otherwise dispose of your shares. Moreover, our share repurchase program includes numerous restrictions that would
limit your ability to sell your shares to us. Our board of directors may reject any request for repurchase of shares, or amend, suspend
or terminate our share repurchase program upon notice. Therefore, it will be difficult for you to sell your shares promptly or at all. If
you are able to sell your shares, you likely will have to sell them at a substantial discount to the price you paid for the shares. It also is
likely that your shares would not be accepted as the primary collateral for a loan.

Our stockholders may not be able to sell their shares under our share repurchase program and, if our stockholders are able to sell
their shares under the program, they may not be able to recover the amount of their investment in our shares.

Our share repurchase program contains numerous restrictions that limit our stockholders' ability to sell their shares, including those
relating to the number of shares of our common stock that we can repurchase at any time and limiting the funds we will use to repurchase
shares pursuant to the program. Under the program, as may be amended from time to time, we may make ordinary repurchases, as defined
in the plan, at the following prices:
*  92.5% of the share price for stockholders who have owned their shares continuously for at least one year, but less than two
years;



«  95% of the share price for stockholders who have owned their shares continuously for at least two years, but less than three
years;

¢ 97.5% of the share price for stockholders who have owned their shares continuously for at least three years, but less than four
years; and

+  100% of the share price for stockholders who have owned their shares continuously for at least four years.

Additionally for exceptional repurchases, as defined in the plan, we may repurchase shares at a repurchase price equal to 100% of the
share price. For purposes of our share repurchase program, “share price” has the following meaning:

(A) prior to the date that we first disclose through an applicable public filing an estimated value per share that is not based solely
on the offering price of the shares in our most recent “best efforts” offering, referred to herein as the “valuation date,” the share
price will be equal to the offering price of our shares in our most recent “best efforts” offering, which is referred to herein as
the “offering price.” However, if we have sold properties or other assets and have made one or more special distributions to
stockholders of all or a portion of the net proceeds from the sales, the share price prior to the valuation date will be equal to the
offering price less the amount of net sale proceeds per share that constitute a return of capital distributed to stockholders as a
result of the sales. Further, in the event that the stockholder requesting repurchase purchased his, her or its shares from us at a
price that was less than the offering price, including at a discounted price through the DRP, the share price applicable to those
shares prior to the valuation date will be equal to the per share price paid by that stockholder for those shares requested to be
repurchased, further reduced, if applicable, by distributions of net sales proceeds, as set forth in the preceding sentence; and

(B) after the valuation date, the share price will be equal to the lesser of (1) the share price determined in paragraph (A) above or
(2) the most recently disclosed estimated value per share, as determined by our board, our Business Manager or another firm
that we have chosen for that purpose.

We may make ordinary repurchases only if we have sufficient funds available to complete the repurchase. In any given calendar month,
we are authorized to use only the proceeds from our distribution reinvestment plan during that month to make ordinary repurchases;
provided that, if we have excess funds from our DRP during any particular month, we may, but are not obligated to, carry those excess
funds to the subsequent calendar month for the purpose of making ordinary repurchases. Subject to funds being available, in the case of
ordinary repurchases, we will limit the number of shares repurchased during any calendar year to 5% of the number of shares of common
stock outstanding on December 31st of the previous calendar year. In the event that we determine not to repurchase all of the shares
presented during any month, including as a result of having insufficient funds or satisfying the 5% limit, to the extent we decide to
repurchase shares, shares will be repurchased on a pro rata basis up to the limits described above. Any stockholder whose ordinary
repurchase request has been partially accepted in a particular calendar month will have the remainder of his or her request included with
all new repurchase requests we have received in the immediately following calendar month, unless he or she chooses to withdraw that
request. Further, we have no obligation to repurchase shares if the repurchase would violate the restrictions on distributions under Maryland
law, which prohibits distributions that would cause a corporation to fail to meet statutory tests of solvency.

In the case of exceptional repurchases, we may repurchase shares upon the death of a stockholder who is a natural person, including
shares held by the stockholder through a trust, or an IRA or other retirement or profit-sharing plan, after receiving a written request from
(1) the estate of the stockholder, (2) the recipient of the shares through bequest or inheritance, even where the recipient has registered
the shares in his or her own name or (3) in the case of the death of a settlor of a trust, the beneficiary of the trust, even where the beneficiary
has registered the shares in his or her own name. We must, however, receive the written request within one year after the death of the
stockholder. If spouses are joint registered holders of shares, the request to repurchase the shares may be made if either of the registered
holders dies. If the stockholder is not a natural person, such as a partnership, corporation or other similar entity, the right to an exceptional
repurchase upon death does not apply.

We are authorized to use any funds to make exceptional repurchases. In addition, there is no one-year holding period applicable to
exceptional purchases, and any shares held for less than one year by the deceased will be repurchased at a price equal to $9.00 per share.
Further, the 5% limit described above will not apply to exceptional repurchases.

Moreover, 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 your ability
to have us repurchase your shares and otherwise prevent you from liquidating your investment. Therefore, our stockholders may not
have the opportunity to make a repurchase request prior to a potential termination of the share repurchase program and our
stockholders may not be able to sell any of their shares of common stock back to us. As a result of these restrictions and
circumstances, the ability of our stockholders to sell their shares should they require liquidity is significantly restricted. Moreover, if
our stockholders do sell their shares of common stock back to us pursuant to the share repurchase program, they may be forced to do
so at a discount to the purchase price such stockholders paid for their shares.



Market disruptions may adversely impact many aspects of our operating results and operating condition.

The financial and real estate markets have undergone pervasive and fundamental disruptions in the last few years. The disruptions may
have an adverse impact on the availability of credit to businesses generally, and real estate in particular, and could lead to weakening
of the U.S. and global economies. The availability of debt financing secured by commercial real estate could decline as a result of
tightened underwriting standards. Our business may be affected by market and economic challenges experienced by the U.S. economy
or real estate industry as a whole or by the local economic conditions in the markets in which our real estate assets are located,
including the dislocations in the credit markets and general global economic recession. Economic conditions may also impact the
ability of certain of our tenants to satisfy rental payments under existing leases. Specifically, these conditions may have the following
consequences:

+ the financial condition of our tenants may be adversely affected, which may result in us having to reduce rental rates in order
to retain the tenants;

+ anincrease in the number of bankruptcies or insolvency proceedings of our tenants and lease guarantors, which could delay
our efforts to collect rent and any past due balances under the relevant leases and ultimately could preclude collection of these
sums;

+  credit spreads for major sources of capital may widen if stockholders demand higher risk premiums or interest rates could
increase due to inflationary expectations, resulting in an increased cost for debt financing;

» areduction in the amount of capital that is available to finance real estate, which, in turn, could lead to a decline in real estate
values generally, slow real estate transaction activity and reduce the loan to value ratio upon which lenders are willing to
lend,;

» the value of certain of real estate assets may decrease below the amounts we pay for them, which would limit our ability to
dispose of assets at attractive prices or to obtain debt financing secured by these assets and could reduce the availability of
unsecured loans;

+ the value and liquidity of short-term investments, if any, could be reduced as a result of the dislocation of the markets for our
short-term investments and increased volatility in market rates for these investments or other factors; and

+  one or more counterparties to derivative financial instruments that we enter into could default on their obligations to us, or
could fail, increasing the risk that we may not realize the benefits of these instruments.

For these and other reasons, we cannot assure you that we will be profitable or that we will realize growth in the value of our
investments.

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
earn 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. If we are not able to generate sufficient cash flow from operations, determined in accordance with 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 facility agreement imposes 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 distributions, excluding any distributions
reinvested through our DRP, for the then-current quarter and the three immediately preceding fiscal quarters in the aggregate for such
period would exceed 95% of our funds from operations, or “FFO,” for such period. If distributions did exceed 95% of our FFO, we
would be required to reduce distributions unless the lenders agreed to waive the requirement. There is no assurance that the lenders
would agree to waive the requirement, if that became necessary.

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 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 aithough IREIC has
not received, and will not receive, any additional shares of our common stock for these contributions. Neither our Business Manager
nor IREIC has any obligation to provide us with additional advances or contributions, and our Business Manager is not obligated to
defer or waive any portion of its business management fee or reimbursements.



Our ongoing strategy contemplates future acquisitions, and we may not be successful in identifying and consummating these
transactions.

Our business strategy involves, among other things, further acquisitions. We may not be successful in identifying suitable properties or
other assets or in consummating these acquisitions on satisfactory terms, if at all.

Further, we face significant competition for attractive investment opportunities from an indeterminate number of other real estate
investors, including investors with significant capital resources such as domestic and foreign corporations and financial institutions,
publicly traded and privately held REIT, private institutional investment funds, investment banking firms, life insurance companies
and pension funds. As a result of competition, we may be unable to acquire additional properties on terms acceptable to us, if at all.

Of the limited number of desirable properties that we are seeing come to market, we are either facing significant competition to
acquire stabilized properties, or having to accept lease-up risk associated with properties that have lower occupancy. As market
conditions and real estate values recover, more properties may become available for acquisition, but we can provide no assurances that
these properties will meet our investment objectives or that we will be successful in acquiring these properties. Although conditions in
the credit markets have improved over the past year, the ability of buyers to utilize higher levels of leverage to finance property
acquisitions has been, and remains, somewhat limited.

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

As of December 31, 2012, we had entered into four joint ventures with unaffiliated third parties, 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, joint venture. 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. Any disputes between us and our co-venturers may, at a minimum, result in litigation or
arbitration that would increase our expenses and prevent our officers and directors from focusing their time and effort on our business.
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,
even if we did not want to terminate or dissolve 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.

We have and may continue to issue redeemable noncontrolling interests to our current and future joint venture partners. These
redeemable noncontrolling interests can be redeemed in the future for cash or common stock of the Company. This may cause cash
restraints on us which may limit our ability to pay distributions. If these redeemable noncontrolling interests are redeemed for
common shares it may cause dilution of the common shares outstanding.

If we internalize our management functions, your interest in us could be diluted and we may be unable to retain key personnel.

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 in connection with a liquidity event. Our Business Manager and Real Estate Managers have
agreed that if we internalize our management functions in connection with a liquidity event or events, the purchase price we may pay
for these entities will be limited and we will issue shares of our common stock, rather than cash, to pay the purchase price. The
issuance of our common stock to our Business Manager or Real Estate Managers in these transactions may reduce the percentage of
our outstanding shares owned by our other stockholders. Further, if we internalize our management functions, certain key employees
may not become our employees but may instead remain employees of our Business Manager and Real Estate Managers or their
respective affiliates, especially if we internalize our management functions but do not acquire our Business Manager and Real Estate
Managers. An inability to manage an internalization transaction could effectively result in our incurring excess costs and suffering
deficiencies in our disclosure controls and procedures or our internal control over financial reporting. These deficiencies could cause
us to incur additional costs, and our management’s attention could be diverted from most effectively managing our investments, which
could result in us being sued and incurring litigation-associated costs in connection with the internalization transaction.

If we pursue the acquisition of our Business Manager and Real Estate Managers, there is no assurance that we will reach an
agreement with these parties as to the terms of the transaction.

Although our agreements with our Business Manager and Real Estate Managers limit the aggregate purchase price that we will pay to
acquire our Business Manager and Real Estate Managers, neither the Business Manager nor the Real Estate Managers are obligated to
enter into a transaction with us at any particular price. If we desire to internalize our management functions by acquiring our Business
Manager and Real Estate Managers, our independent directors, as a whole, or a committee thereof, will have to negotiate the specific
terms and conditions of any agreement or agreements to acquire these entities, including the actual purchase price, subject to this limit.
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There is no assurance that we will be able to enter into an agreement with the Business Manager and Real Estate Managers on
mutually acceptable terms. Accordingly, we would have to seek alternative courses of actions to internalize our management
functions.

If we seek to internalize our management functions, other than by acquiring our Business Manager and Real Estate Managers, we
could incur greater costs and lose key personnel.

Our Business Manager and Real Estate Managers have advised our board that neither the Business Manager nor the Real Estate
Managers will agree to be acquired unless the internalization occurs in connection with a listing or other liquidity event. If our board
deems an internalization to be in our best interests, it may decide that we should pursue an internalization by hiring our own group of
executives and other employees or entering into an agreement with a third party, such as a merger, instead of by acquiring our
Business Manager and Real Estate Managers. The costs that we would incur in this case are uncertain and may be substantial. Further,
we would lose the benefit of the experience of our Business Manager and Real Estate Managers.

The failure of any bank in which 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, 2012, 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.

Your return 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
unconsolidated 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.

Your investment may be subject to additional risks 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 will also 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 investments.

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;

* inability to collect rent from tenants;

*  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;

»  federal, state or local regulations and controls affecting rents, zoning, prices of goods, fuel and energy consumption, water
and environmental restrictions, as well as any adverse changes in these or other laws and regulations applicable to us;

» the relative illiquidity of real estate investments;

» changing market demographics;

* an inability to acquire and finance properties on favorable terms, if at all;

* acts of God, such as earthquakes, floods or other uninsured losses; and

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

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



We face significant competition in the leasing market, which may decrease or prevent increases in the occupancy and rental rates
of our properties.

We own properties located throughout the United States. We compete with numerous developers, owners and operators of commercial
properties, many of which own properties similar to, and in the same market areas as, our properties. If our competitors offer space at
rental rates below current market rates, or below the rental rates we currently charge our tenants, we may lose existing or potential
tenants and we may be pressured to reduce our rental rates below those we currently charge in order to attract new tenants and retain
existing tenants when their leases expire. Also, if our competitors develop additional properties in locations near our properties, there
may be increased competition for creditworthy tenants, which may require us to make capital improvements to properties that we
would not have otherwise made.

We depend on tenants for the majority of our revenue from real property investments, and lease terminations or the exercise of any
co-tenancy rights will adversely affect our operations.

Any defaults on lease payment obligations by a tenant will cause us to lose the revenue associated with the relevant lease. If these
defaults become significant, we will be forced to use other funds to make payments on the mortgage indebtedness secured by the
impacted property to prevent a foreclosure action. If a tenant defaults, we may experience delays in enforcing our rights as a landlord
and may incur substantial costs in protecting our investment. In addition, if a tenant at a single-user facility, which has been designed
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.

Further, with respect to any retail properties we acquire, we have and may continue to enter into leases containing co-tenancy
provisions. Co-tenancy provisions may allow a tenant to exercise certain rights if, among other things, another tenant fails to open for
business, delays its opening or ceases to operate, or if a percentage of the property’s gross leasable space or a particular portion of the
property is not leased or subsequently becomes vacant. A tenant exercising co-tenancy rights may be able to abate minimum rent,
reduce its share or the amount of its payments of common area operating expenses and property taxes or cancel its lease. In addition,
in 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. In the event of a default at
one of these properties, these lease provisions may limit the number and types of prospective tenants interested in leasing space at that

property.

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. As of December 31,
2012, retail properties represented approximately 91.6% of our real property portfolio, based on aggregate purchase price paid at
closing. 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 bankruptcy 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.

Certain of our tenants generated a significant portion of our revenue, and rental payment defaults by this significant tenant could
adversely affect our results of operations.

As of December 31, 2012, approximately 4.4% and 4.2% of our consolidated annualized base rental revenue was generated from
leases with Kohl’s Department Stores, Inc. and Walgreens, respectively and the top five tenants in our portfolio totaled 16.1% of our
annualized base rental revenue. If any of these tenants were to cease paying rent or fulfilling their other monetary obligations, we
could have significantly reduced rental revenues or higher expenses until the default was cured or the properties 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, if at all.



Leases representing approximately 3% (excluding multi-family units) of our portfolio are scheduled to expire in 2013. We may be
unable to renew leases or lease vacant space at favorable rates or at all.

As of December 31, 2012, leases representing approximately 3% (excluding multi-family units) of our portfolio were scheduled to
expire in 2013, and an additional 4% (excluding multi-family units) of the square footage of our portfolio was available for lease as of
December 31, 2012. We may be unable to extend or renew any of the expiring leases, or we may be able to re-lease these spaces only
at rental rates equal to or below existing rental rates. We also may not be able to lease space which is currently not occupied on
acceptable terms and conditions, if at all. In addition, some of our tenants have leases that include early termination provisions that
permit the lessee to terminate all or a portion of its lease with us after a specified date or upon the occurrence of certain events with
little or no compensation to us. We may be required to offer substantial rent abatements, tenant improvements, early termination rights
or below-market renewal options to retain these tenants or attract new ones. Portions of our properties may remain vacant for extended
periods of time. Further, some of our leases currently provide tenants with options to renew the terms of their leases at rates that are
less than the current market rate or to terminate their leases prior to the expiration date thereof. If we are unable to obtain new rental
rates that are on average comparable to our asking rents across our portfolio, then our ability to generate cash flow growth will be
negatively impacted.

We may be required to make significant capital expenditures to improve our properties in order to retain and attract tenants.

We expect that, upon the expiration of leases at our properties, we may be required to make rent or other concessions to tenants,
accommodate requests for renovations, build-to-suit remodeling and other improvements or provide additional services to our tenants.
As a result, we may have to pay for significant leasing costs or tenant improvements in order to retain tenants whose leases are
expiring or to attract new tenants. Additionally, we may need to raise capital to fund these expenditures. If we are unable to do so, we
will not be able to fund the required expenditures. This could result in non-renewals by tenants upon expiration of their leases or
inhibit our ability to attract new or replacement tenants, which would result in declines in revenues from operations.

Geographic concentration of our portfolio makes us particularly susceptible to adverse economic developments in the real estate
markets of those areas.

As of December 31, 2012, approximately 15.7% and 12.1% of our consolidated annualized base rental revenue of our consolidated
portfolio was generated by properties located in the States of Florida and Nevada, respectively. Accordingly, our rental revenues and
property operating results are likely to be impacted by economic changes affecting these states. This geographic concentration also
exposes us to risks of oversupply and competition in these real estate markets.

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

From time to time, we have acquired multiple properties in a single transaction. Portfolio acquisitions typically are more complex and
expensive 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,
placing additional demands on our Business Manager and Real Estate Managers in managing the properties in the portfolio. In
addition, a seller may require that a group of properties be purchased as a package even though we may not want to purchase one or
more properties in the portfolio. In these situations, if we are unable to identify another person or entity to acquire the unwanted
properties, we may be required to operate or attempt to dispose of these properties. We also may be required to accumulate a large
amount 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
property. Therefore, acquiring multiple properties in a single transaction may reduce the overall yield on our portfolio.

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

In order to maintain our REIT qualification, if we were to acquire any lodging or health-care related properties, we would not be able
to operate any of them or participate in the decisions affecting the daily operations of these properties. We would lease any lodging
and healthcare-related properties we acquired to a taxable REIT subsidiary, or “TRS,” in which we may own up to a 100% interest.
Our TRS would enter into management agreements with eligible independent contractors that are not our subsidiaries or otherwise
controlled by us to manage these properties. Thus, independent operators, under management agreements with our TRS, would control
the daily operations of our lodging and healthcare-related properties.

We would 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 rental rates. Thus, even if we believe these properties were being operated inefficiently, we
likely would 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 properties.
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Franchise agreements may limit our flexibility.

Any lodging properties that we acquired would likely 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 properties. We do not know whether those limitations may conflict with our ability to create specific
business plans tailored to each 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.

Acquiring lodging properties would expose us to the impact of seasonality. Generally, occupancy rates and hotel revenues are greater
in the second and third quarters than in the first and fourth quarters. As a result, we would likely experience greater fluctuations in our
quarterly results of operations.

The lodging market is highly competitive and generally subject to greater volatility than other market segments in which 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 acquired.

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 may invest in medical office buildings and healthcare-related facilities. The healthcare industry is highly regulated by federal, state
and local laws, 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 lease 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.

Recent healthcare reform legislation may affect our revenue, if we acquire healthcare-related facilities.

In March 2010, the Patient Protection and Affordable Care Act and the Healthcare and Education Reconciliation Act of 2010 were
signed into law. Together, the two Acts serve as the primary vehicle for comprehensive healthcare reform in the United States. The
Acts are intended to reduce the number of individuals in the United States without health insurance and effect significant other
changes to the ways in which healthcare is organized, delivered and reimbursed. The complexities and ramifications of the new
legislation are significant, and will be implemented in a phased approach that began in 2010 and at least presently, concludes in 2018.
At this time, the effects of healthcare reform and its impact on our business, if we acquire healthcare-related facilities, are not yet
known.
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Reductions in reimbursement from third-party payors, including Medicare and Medicaid, could adversely affect the profitability of
tenants at any healthcare-related fucilities 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
could jeopardize their ability to continue participating in Medicare, Medicaid and other government-sponsored payment programs.

The healthcare industry continues to face various challenges, including increased government and private payor pressure on healthcare
providers 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,
government 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
healthcare coverage is provided under managed care plans, such as health maintenance organizations and preferred provider
organizations. In addition, due to the aging of the population and the expansion of governmental payor programs, we anticipate that
there will be a marked increase in the number of patients reliant on healthcare coverage provided by governmental payors. These
changes 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
pay 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
all claims made against them nor continue to be available at a reasonable cost, if at all. In some states, insurance coverage for the risk
of punitive damages arising from professional liability and general liability claims or litigation may not, in certain cases, be available
due to state law. 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 tenant’s 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 to 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-term leases may expose us to the effects of declining market rent.

Certain types of the properties we own, such as multi-family properties, typically have short-term leases, generally one year or less,
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.

If we acquire student housing properties, 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 may be exempt from
paying real estate taxes and may be able to 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 also have an adverse effect on the operations of these types of properties.
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Your investment may be subject to additional risks if we invest in public infrastructure assets.

Your investment 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 tariffs 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
+ general changes in market sentiment towards infrastructure assets.

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.

Inflation may adversely affect our financial condition and results of operations.

Increases in the rate of inflation may adversely affect our net operating income from leases with stated rent increases or limits on the
tenant’s obligation to pay its share of operating expenses, which could be lower than the increase in inflation at any given time.
Inflation could also have an adverse effect on consumer spending, which may impact our tenants’ sales and, with respect to those
leases including percentage rent clauses, our average rents.

Operating expenses may increase in the future and to the extent these increases cannot be passed on to our tenants, our cash flow
and our operating results would decrease.

Operating expenses, such as expenses for fuel, utilities, labor, building materials and insurance are not fixed and may increase in the
future. There is no guarantee that we will be able to pass these increases on to our tenants. To the extent these increases cannot be
passed on to our tenants, any increases would cause our cash flow and our operating results to decrease.

We depend on the availability of public utilities and services, especially for water and electric power. Any reduction, interruption or
cancellation of these services may adversely affect us.

Public utilities, especially those that provide water and electric power, are fundamental for the sound operation of our assets. The
delayed delivery or any material reduction or prolonged interruption of these services could allow certain tenants to terminate their
leases or result in an increase in our costs, as we may be forced to use backup generators, which also could be insufficient to fully
operate our facilities and could result in our inability to provide services. Accordingly, any interruption or limitation in the provision of
these essential services may adversely affect us.

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

Local real property tax assessors may seek to reassess the value of a property or properties at the time of acquisition. Generally, from
time to time our property taxes will increase as property values or assessment rates change or for other reasons deemed relevant by the
assessors. An increase in the assessed valuation of a property for real estate tax purposes will result in an increase in the related real
estate taxes on that property. Although some tenant leases may permit us to pass through the tax increases to the tenants for payment,
there is no assurance that renewal leases or future leases will be negotiated on the same basis. Increases not passed through to tenants
will adversely affect our income, cash available for distributions, and the amount of distributions.

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

We have and may continue to 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
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properties. Moreover, the operation and management of contiguous properties may impact those properties. Currently no material
restrictions exist, however compliance with CC&Rs in the future may adversely affect our operating costs.

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

We have and may continue to 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.

If 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
promissory notes or other property in lieu of cash from property sales, the distribution of the proceeds of sales to our stockholders, or
reinvestment in other properties, will be delayed until the promissory notes or other property are actually paid, sold, refinanced or
otherwise disposed. In some cases, we may receive initial down payments in cash and other property in the year of sale in an amount
less than the selling price and subsequent payments will be spread over a number of years. We will bear the risk of default by the
purchaser and may incur significant litigation costs in enforcing our rights against the purchaser.

Uninsured losses or premiums for insurance coverage may adversely affect your 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 assure you 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 assure you that we will be able to
fund any uninsured losses.

Potential development and construction delays and resulting increased costs and risks may hinder our operating results and
decrease our net income.

We have acquired, and may again in the future acquire, unimproved real property or properties that are under development or
construction. Investments in these properties will be subject to the uncertainties associated with the development and construction of
real property, including those related to re-zoning land for development, environmental concerns of governmental entities or
community groups and the developers’ ability to complete the property in conformity with plans, specifications, budgeted costs and
timetables. If a developer fails to perform, we may resort to legal action to rescind the purchase or the construction contract or to
compel performance. A developer’s performance may also be affected or delayed by conditions beyond the developer’s control.
Delays in completing construction could also give tenants the right to terminate preconstruction leases. We may incur additional risks
when we make periodic progress payments or other advances to developers before they complete construction. These and other factors
can result in increased costs of a project or loss of our investment. In addition, we will be subject to normal lease-up risks relating to
newly constructed projects. We also must rely on rental income and expense projections and estimates of the fair market value of
property upon completion of construction when agreeing upon a purchase price at the time we acquire the property. If our projections
are inaccurate, we may pay too much for a property, and the return on our investment could suffer,
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If we contract with a development company for newly developed property, our earnest money deposit made to the development
company may not be fully refunded.

We may enter into one or more contracts, either directly or indirectly through joint ventures with affiliates or others, to acquire real
property from a development company that is engaged in construction and development of commercial real properties. Properties
acquired from a development company may be either existing income-producing properties, properties to be developed or properties
under development. We anticipate that we will be obligated to pay a substantial earnest money deposit at the time of contracting to
acquire these properties. In the case of properties to be developed by a development company, we anticipate that we will be required to
close the purchase of the property upon completion of the development of the property. At the time of contracting and the payment of
the earnest money deposit by us, the development company typically will not have acquired title to any real property. Typically, the
development company will only have a contract to acquire land, a development agreement to develop a building on the land and an
agreement with one or more tenants to lease all or part of the property upon its completion. We may enter into a contract with the
development company even if at the time we enter into the contract we have not yet raised sufficient proceeds in our offering to enable
us to close the purchase of such property. However, we may not be required to close a purchase from the development company, and
may be entitled to a refund of our earnest money, in the following circumstances:

» the development company fails to develop the property;
« all or a specified portion of the pre-leased tenants fail to take possession under their leases for any reason; or
«  we are unable to raise sufficient proceeds from our offering to pay the purchase price at closing.

The obligation of the development company to refund our earnest money will be unsecured, and we may not be able to obtain a refund
of such earnest money deposit from it under these circumstances since the development company may be an entity without substantial
assets or operations.

We may obtain only limited warranties when we purchase a property and would have only limited recourse in the event our due
diligence did not identify any issues that lower the value of our property.

The seller of a property often sells the property in its “as is” condition on a “where is” basis and “with all faults,” without any
warranties of merchantability or fitness for a particular use or purpose. In addition, purchase agreements may contain only limited
warranties, representations and indemnifications that will only survive for a limited period after the closing. The purchase of
properties with limited warranties increases the risk that we may lose some or all of our invested capital in the property, as well as the
loss of rental income from that property.

We have acquired properties in regions that are particularly susceptible to natural disasters.

We have acquired, and may continue to acquire, properties located in geographical areas, including in the states of Florida, Louisiana
and Texas, that are regularly impacted by severe storms, hurricanes, and flooding. In addition, according to some experts, global
climate change could result in heightened hurricane activity, thus further impacting these areas. Natural disasters in these or other
areas may cause damage to our properties beyond the scope of our insurance coverage, thus requiring us to make substantial
expenditures to repair these properties and resulting in a loss of revenues from these properties. We have acquired 22 properties and
may acquire additional properties located in regions that are particularly susceptible to natural disasters which can be exposed to more
severe weather than properties located in other regions. Elements such as salt water and humidity in these areas can increase or
accelerate wear on the properties’ weatherproofing and mechanical, electrical and other systems, and cause mold issues over time. As
a result, we may incur additional operating costs and expenditures for capital improvements at properties that we have acquired and
may continue to acquire in these areas.

The costs of complying with environmental laws and other governmental laws and regulations may adversely affect us.

All real property and the operations conducted on real property are subject to federal, state and local laws and regulations relating to
environmental protection and human health and safety. These laws and regulations generally govern wastewater discharges, air
emissions, the operation and removal of underground and above-ground storage tanks, the use, storage, treatment, transportation and
disposal of solid and hazardous materials, and the remediation of contamination associated with disposals. We also are required to
comply with various local, state and federal fire, health, life-safety and similar regulations. Some of these laws and regulations may
impose joint and several liability on tenants, owners or operators for the costs of investigating or remediating contaminated properties.
These laws and regulations often impose liability whether or not the owner or operator knew of, or was responsible for, the presence of
the hazardous or toxic substances. The cost of removing or remediating could be substantial. In addition, the presence of these
substances, or the failure to properly remediate these substances, may adversely affect our ability to sell or rent a property or to use the
property as collateral for borrowing.

Environmental laws and regulations also may impose restrictions on the manner in which property may be used or businesses may be
operated, and these restrictions may require substantial expenditures by us. Environmental laws and regulations provide for sanctions
in the event of noncompliance and may be enforced by governmental agencies or, in certain circumstances, by private parties. Third
parties may seek recovery from owners or operators of real properties for personal injury or property damage associated with exposure
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to released hazardous substances. Compliance with new or more stringent laws or regulations or stricter interpretations of existing
laws may require material expenditures by us. For example, various federal, regional and state laws and regulations have been
implemented or are under consideration to mitigate the effects of climate change caused by greenhouse gas emissions. Among other
things, “green” building codes may seek to reduce emissions through the imposition of standards for design, construction materials,
water and energy usage and efficiency, and waste management. These requirements could increase the costs of maintaining or
improving our existing properties or developing new properties.

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

The presence of mold at any of our properties could require us to undertake a costly program to remediate, contain or remove the
mold. Mold growth may occur when moisture accurnulates in buildings or on building materials. Some molds may produce airborne
toxins or irritants. Concern about indoor exposure to mold has been increasing because exposure to mold may cause a variety of
adverse health effects and symptoms, including allergic or other reactions. The presence of mold could expose us to liability from our
tenants, their employees and others if property damage or health concerns arise.

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 assure you that we will be able to acquire properties or allocate responsibilities in this manner. We may
incur significant costs to comply with these laws.

Terrorist attacks and other acts of violence or war may affect the markets in which we operate, our operations and our profitability.

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

More generally, any terrorist attack, other act of violence or war, including armed conflicts, could result in increased volatility in, or
damage to, the United States and worldwide financial markets and economy. Additionally, increased economic volatility could
adversely affect our tenants’ ability to pay rent on their leases or our ability to fund our operations including raising additional capital.

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

We may enter into transactions that qualify for like-kind exchange treatment under Section 1031 of the Code, referred to herein as
“1031 Exchange Transactions.” Real estate acquired through a 1031 Exchange Transaction is commonly structured as the acquisition
of real estate owned in co-tenancy arrangements as tenants-in-common with persons (referred to as “1031 Participants™), generally
held in tax pass-through entities, including single-member limited liability companies or similar entities. Changes in tax laws may
adversely affect 1031 Exchange Transactions. Owning co-tenancy interests involves risks generally not otherwise present with an
investment in real estate such as:
» therisk 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;
+ therisk 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.
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Actions by a co-tenant might have the result of subjecting the property to liabilities in excess of those contemplated and may have
the effect of reducing your returns.

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

In addition, we may desire to sell our co-tenancy interests in a given property at a time when the other co-tenants do not desire to sell
their 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
more 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
owned outright. Further, agreements that contain obligations to acquire unsold co-tenancy interests in properties may be viewed by
institutional lenders as a contingent liability against our cash or other assets, limiting our ability to borrow funds in the future.

Risks Related to Investments 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 assets.

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 possibility that earnings of the issuer may be insufficient to
meet its debt service obligations or to pay distributions; and (5) with respect to investments in real estate-related preferred equity
securities, 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. 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. Investing in real estate-related securities exposes our results of operations and financial
condition to the factors impacting the trading prices of publicly-traded entities.

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 increasing rates of delinquency, foreclosure and loss during the recent dislocations in the world 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 credit and financial markets as a whole.
Investing significant amounts in real estate-related securities, including CMBS, will expose our results of operations and financial
condition to the volatility of the credit markets.

Because there may be significant uncertainty in the valuation of, or in the stability of the value of, certain 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 are subject to rapid changes in value caused by sudden developments that could have a material adverse effect 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
potentially sell our real estate related securities holdings at a price and on terms acceptable to us, and we may be required to recognize
impairment charges or unrealized losses.

Our investments in mortgage, mezzanine, bridge and other loans 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, mortgage, 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. Our real estate-related debt will be similarly affected by real
estate market conditions.
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If we make, or invest in, mortgage, mezzanine, bridge or other real estate-related loans, our loans will be subject to interest rate
JSluctuations that will affect our returns as compared to market interest rates; accordingly, the value of your investment would be
subject to fluctuations in interest rates.

If 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
market rates. If interest rates decrease, we will be adversely affected to the extent that loans are prepaid because we may not be able to
make new loans at the higher interest rate. If we invest in variable-rate loans and interest rates decrease, our revenues will also
decrease. For these reasons, if we invest in mortgage, mezzanine, bridge or other real estate-related loans, our returns on those loans
and the value of your investment 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
process.

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

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

CMBS are also subject to several risks created through the securitization process. Generally, CMBS are issued in classes or tranches
similar 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
there are funds available after paying the senior class. To the extent the collateral pool includes delinquent loans, subordinate classes
will likely not be fully paid. Subordinate CMBS are also subject to greater credit risk than those CMBS that are more highly rated.
Further, the ratings assigned to any particular class of CMBS may prove to be inaccurate. Thus, any particular class of CMBS may be
riskier and more volatile than the rating may suggest, all of which may cause the returns on any CMBS investment to be less than
anticipated.

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

We may originate and purchase mortgage loans. Mortgage loans are subject to risks of delinquency and foreclosure, and risks of loss.
Typically we will not have recourse to the personal assets of our borrowers. The ability of a borrower to repay a loan secured by an
income-producing property generally depends upon the successful operation of the property rather than upon the existence of
independent income or assets of the borrower. If the net operating income of the property is reduced, the borrower’s ability to repay
the loan may be impaired. A property’s net operating income can be affected by, among other things:

+ increased 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 from 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.

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 determined
by the bankruptcy court), and the lien securing the mortgage loan will be subject to the avoidance powers of the bankruptcy 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 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 the
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 a mezzanine loan or debt senior to a loan we have
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invested in, or in the event of a borrower bankruptcy, our mezzanine loan would 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. Because 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
each B-Note investment. Further, B-Notes typically are secured by a single property, and so reflect the increased risks associated with
a single property compared to a pool of properties.

Bridge loans may involve a greater risk of loss than conventional moritgage 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 has
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 borrower
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 and
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.

Investment in non-conforming and non-investment grade loans may involve increased risk of loss.

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

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

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

Risks Associated with Debt Financing

Volatility in the financial markets and challenging economic conditions could adversely affect our ability to secure debt financing
on attractive terms and our ability to service any future indebtedness that we may incur.

The domestic and international commercial real estate debt markets could become very volatile like recent years as a result of, among
other things, the tightening of underwriting standards by lenders and credit rating agencies. This could result in less availability of
credit and increasing costs for what is available. If the overall cost of borrowing increases, either by increases in the index rates or by
increases in lender spreads, the increased costs may result in existing or future acquisitions generating lower overall economic returns
and potentially reducing future cash flow available for distribution. If these disruptions in the debt markets persist, our ability to
borrow monies to finance the purchase of, or other activities related to, real estate assets will be negatively impacted. If we are unable
to borrow monies on terms and conditions that we find acceptable, we likely will have to reduce the number of properties we can
purchase, and the return on the properties we do purchase may be lower. In addition, we may find it difficult, costly or impossible to
refinance indebtedness which is maturing.
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Further, economic conditions could negatively impact commercial real estate fundamentals and result in lower occupancy, lower rental
rates and declining values in our real estate portfolio and in the collateral securing any loan investments we may make, which could
have various negative impacts. Specifically, the value of collateral securing any loan investment we may make could decrease below
the outstanding principal amounts of such loans, requiring us to pledge more collateral.

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

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

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

If we are unable to borrow at favorable rates, we may not be able to acquire new assets.

If we are unable to borrow money at favorable rates, we may be unable to acquire additional real estate assets or refinance existing
loans at maturity. Further, we may enter into loan agreements or other credit arrangements that require us to pay interest on amounts
we borrow at variable or “adjustable” rates. Increases in interest rates increase our interest costs. If interest rates are higher when we
refinance our loans, our expenses will increase and we may not be able to pass on this added cost in the form of increased rents,
thereby reducing our cash flow and the amount available for distribution to you. Further, during periods of rising interest rates, we
may be forced to sell one or more of our properties in order to repay existing loans, which may not permit us to maximize the return
on the particular properties being sold.

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

The terms and conditions contained in any of our loan documents may require us to maintain cash reserves, limit the aggregate amount
we may borrow on a secured and unsecured basis, require us to satisfy restrictive financial covenants, prevent us from entering into
certain business transactions, such as a merger, sale of assets or other business combination, restrict our leasing operations or require
us to obtain consent from the lender to complete transactions or make investments that are ordinarily approved only by our board of
directors. In addition, secured lenders may restrict our ability to discontinue insurance coverage on a mortgaged property even though
we may believe that the insurance premiums paid to insure against certain losses, such as losses due to wars, acts of terrorism,
earthquakes, floods, hurricanes, pollution or environmental matters, are greater than the potential risk of loss. 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. In addition, our credit facility could also limit 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 distributions, excluding any distributions reinvested through our DRP, for the then-current quarter and the three
immediately preceding fiscal quarters in the aggregate for such period would exceed 95% of our funds from operations, or “FFO,” for
such period. If distributions did exceed 95% of our FFO, we would be required to reduce distributions unless the lenders agreed to
waive the requirement. There is no assurance that the lenders would agree to waive the requirement, if that became necessary. 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 risk 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 does not require us to pay principal for all or a portion
of the life of the debt instrument. During the period when no principal payments are required, the amount of each scheduled payment
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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). 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 if we do not have funds
available or are unable to refinance the obligation.

Increases in interest rates could increase the amount of our debt payments and adversely affect our ability to make distributions to
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 would increase our interest expense on any variable
rate 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 distribute
to our stockholders. As of December 31, 2012 we had $282,476 or 22.61% of our total debt that bore interest at variable rates, of
which $50,140 matures in 2013. We do not have any variable interest debt maturing in 2014.

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

From time to time we have used, and may continue to use derivative financial instruments to hedge exposures to changes in interest rates
on loans secured by our properties. Derivative instruments include interest rate swap contracts, interest rate cap or floor contracts, futures
or forward contracts, options or repurchase agreements. Our actual hedging decisions are determined in light of the facts and circumstances
existing at the time of the hedge and may differ from time to time. There is no assurance that our hedging activities will have a positive
impact on our results of operations or financial condition. We might be subject to costs, such as transaction fees or breakage costs, if we
terminate these arrangements.

To the extent that we use derivative financial instruments to hedge against interest rate fluctuations, we are exposed to credit risk, basis
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. If the fair value of a derivative contract is positive, the counterparty owes us, which creates credit risk for us. Basis risk occurs
when the index upon which the contract is based is more or less variable than the index upon which the hedged asset or liability is based,
thereby making the hedge less effective. 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, particularly in light of current market
conditions. Further, the REIT provisions of the Code may limit our ability to hedge the risks inherent to our operations. We may be unable
to manage these risks effectively.

We may enter into derivative contracts that could expose us to contingent liabilities in the future.

Derivative financial instruments may require us to fund cash payments upon the early termination of a derivative agreement caused by
an event of default or other early termination event. The amount due would be equal to the unrealized loss of the open swap positions
with the respective counterparty and could also include other fees and charges. In addition, some of these derivative arrangements may
require that we maintain specified percentages of cash collateral with the counterparty to fund potential liabilities under the derivative
contract. We may have to make cash payments in order to maintain the required percentage of collateral with the counterparty. These
economic losses would be reflected in our results of operations, and our ability to fund these obligations and financial condition would
depend on the liquidity of our respective assets and access to capital at the time.

We may acquire or finance properties with lock-out provisions, which may prohibit us from selling a property, or may require us to
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. As of December 31, 2012 we had 41 loans with lock-out provisions in effect totaling $633,029 or
approximately 55% of our total mortgage debt.

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

We typically finance a portion of the purchase price for each property that we acquire. However, to ensure that our offers are as
competitive as possible, we generally do not enter into contracts to purchase property that include financing contingencies. Thus, we
may be contractually obligated to purchase a property even if we are unable to secure financing for the acquisition. In this event, we
may choose to close on the property by using cash on hand, which would result in less cash available for our operations and
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distributions to stockholders. Alternatively, we may choose not to close on the acquisition of the property and default on the purchase
contract. If we default on any purchase contract, we could lose our earnest money and become subject to liquidated or other
contractual damages and remedies.

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

Our charter generally limits the total amount we may borrow to 300% of our net assets, equivalent to a 75% loan-to-asset value ratio,
unless our board of directors (including a majority of our independent directors) determines that a higher level is appropriate and the
excess in borrowing is disclosed to stockholders in our 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.

Risks Related to Conflicts of Interest

There are conflicts of interest between us and affiliates of our sponsor that may affect our acquisition of properties and financial
performance.

Our sponsor and Inland Private Capital Corporation (“IPCC”) sponsored other REITs real estate exchange private placement limited
partnerships and limited liability companies. Two of the REITs, Inland American Real Estate Trust, Inc. and Inland Real Estate Income
Trust, Inc., are managed by affiliates of our Business Manager. Two other REITs, Inland Real Estate Corporation, Inc. and Retail
Properties of America, Inc., formally known as Inland Western Retail Real Estate Trust, Inc., is self-managed, but our sponsor and its
affiliates continue to hold a significant investment in these entities. We may be seeking to buy real estate assets at the same time as
certain of these other programs. Further, certain programs sponsored by our sponsor or IPCC own and manage the type of properties
that we own, and in the same geographical areas in which we own them. Therefore, our properties may compete for tenants with other
properties owned and managed by these other programs. Persons performing services for our Real Estate Managers may face conflicts
of interest when evaluating tenant leasing opportunities for our properties and other properties owned and managed by these programs,
and these conflicts of interest may have an adverse impact on our ability to attract and retain tenants.

Our sponsor may face a conflict of interest in allocating personnel and resources between its affiliates, our Business Manager and
our Real Estate Managers.

We rely, to a great extent, on persons performing services for our Business Manager and Real Estate Managers and their affiliates to
manage our day-to-day operations. Some of these persons also provide services to one or more investment programs previously
sponsored by our sponsor. These individuals face competing demands for their time and service and may have conflicts in allocating
their time between our business and assets and the business and assets of our sponsor, its affiliates and the other programs formed and
organized by our sponsor. In addition, if another investment program sponsored by our sponsor 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 our sponsor
was 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 and its affiliates face conflicts of interest caused by their compensation arrangements with us, which could
result in actions that are not in the long-term best interests of our stockholders.

We pay significant fees to our Business Manager, Real Estate Managers and other affiliates of our sponsor for services provided to us.
Most significantly, 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. Other
parties related to, or affiliated with, our Business Manager or Real Estate Managers may 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 borrow more money than prudent to increase the amount we can invest.
Ultimately, the interests of these parties in receiving fees conflict with the interest of our stockholders in earning income on their
investment in our common stock.
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We rely on entities affiliated with our sponsor to identify real estate assets.

We rely on Inland Real Estate Acquisitions, Inc. (IREA”) and other affiliates of our sponsor to identify suitable investment
opportunities for us. Other public or private programs sponsored by our sponsor or IPCC also rely on these entities to identify
potential investments. These entities invest in some of the same property types that we seek and have, in some cases, rights of first
refusal or other pre-emptive rights to the properties that IREA identifies. Our right to acquire properties identified by IREA is subject
to the exercise of any prior rights vested in these entities. We may not, therefore, be presented with opportunities to acquire properties
that we otherwise would be interested in acquiring.

Three of our seven directors face conflicts of interest because of their positions or affiliations with our real estate manager and our
business manager.

Three of our directors, Mr. Parks, Ms. Gujral and Mr. Lazarus also serve as officers or directors of other entities affiliated with Real Estate
Manager or Business Manager. Their affiliation with these other entities could result in conflicts with our business and interests that are
most likely to arise in their participating in deliberations or voting on matters by our board of directors related to, among others:

«  enforcing our agreements with the Business Manager or Real Estate Manager and their affiliates;
«  property sales, which reduce the amount of property management fees payable to our Real Estate Manager;

Risks Related to Our Corporate Structure

Our board of directors may change our investment policies without stockholder approval, which could alter the nature of your
investment.

Our charter requires that our independent directors review our investment policies at least annually to determine that the policies we
are following are in the best interest of our stockholders. These policies may change over time. The methods of implementing our
investment policies may also vary, as new investment techniques are developed. Our investment policies, the methods for
implementing them, and our other objectives, policies and procedures may be altered by a majority of the directors (which must
include a majority of the independent directors), without the approval of our stockholders. As a result, the nature of your investment
could change without your consent. A change in our investment strategy may, among other things, increase our exposure to interest
rate risk, default risk and commercial real property market fluctuations, all of which could materially adversely affect our ability to
achieve our investment objectives.

Our charter authorizes us to issue additional shares of stock, which may reduce the percentage of our common stock owned by our
other stockholders, subordinate your rights or discourage a third party from acquiring us.

Investors who purchased shares in our public offering will not have preemptive rights to purchase any shares issued by us in the
future. Our charter authorizes us to issue up to 2.5 billion shares of capital stock, of which 2.46 billion shares are classified as common
stock and 40 million are classified as preferred stock. We may, in the sole discretion of our board:
» sell additional shares in future offerings;
+ issue equity interests in a private offering of securities;
+ classify or reclassify any unissued shares of common or preferred stock by setting or changing the preferences, conversion or
other rights, voting powers, restrictions, limitations as to dividends or other distributions, qualifications, or terms or
conditions of redemption of the stock;

«  amend our charter from time to time to increase or decrease the aggregate number of shares or the number of shares of any
class or series that we have authority to issue;

+ issue shares of our capital stock in exchange for real estate assets;
« issue shares of our capital stock to our Business Manager or Real Estate Managers in connection with any business
combination between us and any of them; or

«  cause dilution of our earnings per common share due to the conversion of redeemable noncontrolling interests into common
shares.

Future issuances of common stock will reduce the percentage of our outstanding shares owned by our other stockholders. Further, our
board of directors could authorize the issuance of stock with terms and conditions that could subordinate the rights of the holders of
our current 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 our
stockholders.
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Our rights, and the rights of our stockholders, to recover claims against our officers, directors, Business Manager and Real Estate
Managers are limited.

Under our charter, we may generally indemnify our directors, our Business Manager, our Real Estate Managers and their respective
affiliates for any losses or liabilities suffered by any of them and hold these persons or entities harmless for any loss or liability
suffered 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
liability was in our best interest; (2) these persons or entities were acting on our behalf or performing services for us; (3) the loss or
liability was not the result of the negligence or misconduct of the directors (gross negligence or willful misconduct of the independent
directors), Business Manager, the Real Estate Managers or their respective affiliates; or (4) the indemnity or agreement to hold
harmless is recoverable only out of our net assets and not from our stockholders. As a result, we and our stockholders may have more
limited rights against our directors, officers, employees and agents, our Business Manager and our Real Estate Managers and their
respective affiliates, than might otherwise exist under common law. In addition, we may be obligated to fund the defense costs
incurred by our directors, officers, employees and agents or our Business Manager and the Real Estate Managers and their respective
affiliates in some cases.

Our board of directors may, in the future, adopt certain measures under Maryland law without stockholder approval that may have
the effect of making it less likely that you would receive a “control premium?” for your shares.

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

+  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.

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 your 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:

»  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 shares
owned or held by the interested stockholder with whom or with whose affiliate the business combination is to be effected or
held by an affiliate or associate of 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 common 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 restrictive, 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 or
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.
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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 of 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 holders 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 holders of our
common stock.

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

The Maryland Control Share Acquisition Act provides that “control shares” of a Maryland corporation acquired in a “control share
acquisition” have no voting rights except to the extent approved by stockholders by a vote of two-thirds of the votes entitled to be cast
on the matter. Shares of stock owned by the acquirer, by officers or by employees who are directors of the corporation, are excluded
from shares entitled to vote on the matter. “Control shares” are voting shares of stock which, if aggregated with all other shares of
stock owned by the acquirer or in respect of which the acquirer can exercise or direct the exercise of voting power (except solely by
virtue of a revocable proxy), would entitle the acquirer to exercise voting power in electing directors within specified ranges of voting
power. Control shares do not include shares the acquiring person is then entitled to vote as a result of having previously obtained
stockholder approval. A “control share acquisition” means the acquisition of issued and outstanding control shares. The control share
acquisition statute does not apply (1) to shares acquired in a merger, consolidation or share exchange if the corporation is a party to the
transaction, or (2) to acquisitions approved or exempted by the charter or bylaws of the corporation. Our bylaws contain a provision
exempting from the Control Share Acquisition Act any and all acquisitions of our stock by any person. There can be no assurance that
this provision will not be amended or eliminated at any time in the future.

Federal Income Tax Risks

If we fail to maintain our qualification as a REIT, our operations and distributions to stockholders will be adversely affected.

Qualification as a REIT involves the application of highly technical and complex rules related to, among other things, the composition
of our assets, the income generated by those assets and distributions paid to our stockholders. There are limited judicial or
administrative interpretations regarding these rules. The determination of various factual matters and circumstances not entirely within
our control may affect our ability to continue to qualify as a REIT. In addition, new legislation, new regulations, administrative
interpretations or court decisions could significantly change the tax laws with respect to qualifying as a REIT or the federal income tax
consequences of such qualification.

If we 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;

*  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 would
be entitled to the dividends received deduction with respect to such dividends, subject, in each case, to applicable limitations under the
Code.
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The taxation of distributions to our stockholders can be complex; however, distributions that we make to our stockholders
generally will be taxable as ordinary income.

Distributions that we make to our taxable stockholders out of current and accumulated earnings and profits (and not designated as
capital gain dividends, or, for tax years beginning before January 1, 2013, qualified dividend income) generally will be taxable as
ordinary income. However, a portion of our distributions may: (1) be designated by us as capital gain dividends generally taxable as
long-term capital gain to the extent that they are attributable to net capital gain recognized by us; (2) be designated by us, as qualified
dividend income generally to the extent they are attributable to dividends we receive from any taxable REIT subsidiaries or certain
other taxable C corporations in which we own shares of stock; or (3) constitute a return of capital generally to the extent that they
exceed our current and accumulated earnings and profits as determined for U.S. federal income tax purposes. A return of capital is not
taxable, but has the effect of reducing the basis of a stockholder’s investment in our common stock. Distributions that exceed our
current and accumulated earnings and profits and a stockholder’s basis in our common stock generally will be taxable as capital gain.

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

To qualify as a REIT, we must distribute to our stockholders each year 90% of our taxable income, subject to certain adjustments and
excluding any net capital gain. 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.

If we were considered to actually or constructively pay a “preferential dividend” to certain of our stockholders, our status as a
REIT could be adversely affected. ‘

The requirement that we annually distribute to our stockholders at least 90% of our REIT taxable income is determined without regard
to the deduction for dividends paid and excluding net capital gain. In order for distributions to be counted as satisfying the annual
distribution requirements for REITs, and to provide us with a REIT-level tax deduction, the distributions must not be “preferential
dividends.” A dividend is not a preferential dividend if the distribution is pro rata among all outstanding shares of stock within a
particular class, and in accordance with the preferences among different classes of stock as set forth in our organizational documents.
Guidance from the Internal Revenue Service generally permits a discount in the price paid for stock purchased under a distribution
reinvestment plan of up to 5% of the value of the stock without creating a preferential dividend. Currently, however, there is
uncertainty as to the Internal Revenue Service’s position regarding whether certain arrangements that REITs have with their
stockholders could give rise to the inadvertent payment of a preferential dividend (e.g., the pricing methodology for stock purchased
under a distribution reinvestment plan inadvertently causing a greater than 5% discount on the price of such stock purchased). There is
no de minimis exception with respect to preferential dividends; therefore, if the Internal Revenue Service were to take the position that
we inadvertently paid a preferential dividend, we may be deemed to have failed the 90% distribution requirement, and our status as a
REIT could be terminated for the year in which the determination is made if we were unable to cure such failure.

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 Code regarding prohibited transactions by REITs, we will be subject 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
wholly owned subsidiary (or entity in which we are treated as a partner), 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 wholly owned subsidiary (or entity in which we are treated as a partner), 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. The Code sets forth a
safe harbor for REITs that wish to sell property without risking the imposition of the 100% tax; however there is no assurance that we
will be able to qualify for the safe harbor. Even if we do not hold property for sale in the ordinary course of a trade or business, there is
no assurance that our position will not be challenged by the Internal Revenue Service, especially if we make frequent sales or sales of
property in which we have short holding periods.
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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 purposes 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 in
any taxable year ever exceeded 25% of our gross revenues for the taxable year, we could lose our REIT status for that taxable year and
the four taxable years following the year of losing our REIT status.

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

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, certain government securities and qualified real estate assets, including shares of stock in other REITS, certain mortgage
loans and mortgage backed securities. The remainder of our investment in securities (other than qualified government securities,
qualified real estate assets and taxable REIT subsidiaries) generally may not inctude 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. In addition, in general,
no more than 5% of the value of our assets (other than qualified government securities, qualified real estate assets and taxable REIT
subsidiaries) may consist of the securities of any one issuer, and no more than 25% of the value of our total assets may be securities
(including securities issued by our taxable REIT subsidiaries), excluding government securities, stock issued by our qualified REIT
subsidiaries and other securities that qualify as REIT real estate assets. In order to meet these tests, we may be required to forego
investments we might otherwise make. Thus, compliance with the REIT requirements may hinder our performance.

If we fail to comply with these requirements at the end of any calendar quarter, we must correct the failure within thirty days after the
end of the calendar quarter to avoid losing our REIT status and suffering adverse tax consequences. As a result, we may be required to
liquidate otherwise attractive investments.

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

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

Our ability to dispose of some of our properties may be constrained by their tax attributes.

Federal tax laws may limit our ability to sell properties and this may affect our ability to sell properties without adversely affecting
returns to our stockholders. These restrictions may reduce our ability to respond to changes in the performance of our investments.

Our ability to dispose of some of our properties is constrained by their tax attributes. Properties which we own for a significant period
of time often have low tax bases. If we dispose of low-basis properties outright in taxable transactions, we may recognize a significant
amount of taxable gain that we must distribute to our stockholders in order to avoid tax, and potentially, if the gain does not qualify as
a net capital gain, in order to meet the minimum distribution requirements of the Code for REITs, which in turn would impact our cash
flow. To dispose of low basis or tax-protected properties efficiently we may use like-kind exchanges, which qualify for non-
recognition of taxable gain, but can be difficult to consummate and result in the property for which the disposed assets are exchanged
inheriting their low tax bases and other tax attributes (including tax protection covenants).

You may have tax liability on distributions that you elect to reinvest in our common stock.

If you participate in our distribution reinvestment plan, you will be deemed to have received, and for income tax purposes will be
taxed on, the fair market value of the share of our common stock that you receive in lieu of cash distributions. As a result, unless you
are a tax-exempt entity, you will have to use funds from other sources to pay your tax liability.
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In certain circumstances, we may be subject to federal, state and local income taxes as a REIT.

Even 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 moritgage 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 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 with respect to borrowings made or to
be made to acquire or carry real estate assets generally will not constitute gross income for purposes of the 75% and 95% income
requirements applicable to REITs. In addition, any income from certain other qualified hedging transactions would generally not
constitute gross income for purposes of both the 75% and 95% income tests. However, we may be required 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 20%. 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 distributions out of our current and accumulated earnings and profits (excluding distributions of amounts either
subject to corporate-level taxation or designated as a capital gain dividend) at the applicable “ordinary income” rate, the maximum of
which is 39.6%. In addition this income also might be subject to the 3.8% Medicare surtax on certain investment income. 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 could
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
All dollar amounts are stated in thousands, except share data, per share amounts, rent per square foot, and rent per unit.

We own interests in 133 retail properties, four office properties, two industrial properties and two multi-family properties. As of
December 31, 2012, we, through our wholly-owned subsidiaries, owned fee simple interests or a controlling interest in the joint
ventures in all of the properties listed below. The majority of properties are encumbered by mortgages totaling $1,156,582.

As of December 31, 2012 and 2011, annualized base rent per square foot averaged $13.51 and $13.39, respectively, for all properties
other than the multi-family properties and $12,098 and $9,403 per unit, respectively, for the multi-family properties. Annualized base
rent is calculated by annualizing the current, in-place monthly base rent for leases, including any tenant concessions, such as rent
abatement or allowances, which may have been granted.

As of December 31, 2012
Square Physical Economic
Footage/Units Occupancy Occupancy (a)

Property Location
RM 2 R ‘; 1 o Epssa e =
Merrimack Village Center Merrimack, NH
Pleasant Hill Commons ;  Kissimmee, FL.
Regal Court Shrevepoh, LA
Tradition Village Center '
The Landing at Tradition
Temple Terrace

Kohs at Calvine Pointe

Lake City Commons

Publix Shopping Center
Kohl’s Bend River Promenade
Whispering Ridge.
Bell Oaks Shopping Center

112,421

87,213

89

Newi)urgh, IN

Shops at Village Walk Fort Myers, FL

Dollar General- Ariton Ariton, AL

Dollar General- Collins olins, GA

Dollar General- Decatur Decatur, AL

Dollar General- Duncanville Duncanville, AL

Dollar General- Excel sco City, AL

Dollar General- LaGrange LaGrange, GA

Dollar General- Milledgeville  Milledgeville,

Dollar General- Uriah Uriah, AL .
Village at Bay Park * Ashwaubenon, W1 180,754 96.7%
Northcrest Shopping Center =~~~ : arlotte. N
Prattville Town Center Prattville, AL 168,842 98.6% 98.6%
Silver Springs Pointe Oklahoma City, OK g 97.4%
University Town Center ' Norman, OK 158,516 99.1% 100.0%
Pick N Save Grocery Store ' 1004 ‘ 100:0%
Walgreens — Lake Mary

Walgreens Plaza - icksonvil

Walgreens — Heritage Square Conyers GA

Perimeter Woods ‘ | Charlotte, NC 3,353 -
Draper Peaks Draper, UT 229,817 93.2%
Shopfdlis e Ridgs 7 RIS picasant Pra 2 R - 1000%
Fairgrounds Crossing Hot Springs, AR 155,127 98.7% ; 98.7%
Mullins Crossing S 98 100.0%
Fox Point Neenah, W1 171,121 98.1%
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As of December 31, 2012

Square

Physical
Occupancy

Economic
Occupancy (a)

Property Location Footage/Units
Palm Coast Landmg Palm Coast, FL 171,297

e

Hamilton Crossing
Dollar General - Buffalo Buffalo, NY
Shoppes at Hawk Ridge Lake St. Louis, MO
Bayonné Crossing SRR Bayonne, NJ
Athens, GA

+- - Jacksonville; FL.
Llllran, AL

b

>

Clanton AL
BB&T ermmgton Wllmmgton, NC
KeyBank - Beachwood Beachwood, OH
KeyBank Euclid Euclld OH
KeyBank - Pepper Plke Pepper Prke, OH
Regions Bank - Acworth Acworth GA
Regions Bank - Alpharetta = . Alpharetta, GA
Doliar General Store l Marbury, AL
Dollar General Store. .~ e Gitbertown, AL 0,406
South Elgin Commons Elgin, IL

Walgreons -Berlin -~ . BedincT
Walgreens - Brandford ' Brandford, CT
Walgreens - Brockton - Sl & MA
Walgreens - Dcrry o Derry, NH

G b

Eastside Junction

Shops at-Julington Creek -

Dollar General Store Lllllan

Walgreens Ledgewood - Ledgewood NJ - l4,696
oens - Melrose Fi Aeltose, MA. e 0 16,053

Walgreens Mount Ephraxm Mount Ephralm NJ 14,739

Walgreens - Sewell . 0 . Sewell, NJ - g

Saxon Crossing - Orange Clty, FL - 119,894 k

Dollar General Store - Enterprise.
Dollar General Store - Odenville Odenvrlle, AL
BP-Gordonsville: - o L Gordonsville, VA
BP - Fontaine ‘ k Charlottesville, VA
BP - Monticello A ;. Charlottesville, VA
BP - Seminole ' Charlottesville, VA
Citgo - Gordonsville Sy R srdonsville, VA en i
BJ's at chhle Station ‘ / - Capital Heights, MD l 17,875
Shops at Moore Moore, OK
Kohl's - Cummings ming, GA -~
Dollar General Market Vienna Vlenna, GA

Centre Point Commions o : o, BL
Dollar General Store - Borger Borger, TX
Dollgr Genersl Store - Brooksh okshire, TX
Dollar General Store - Bullard Bullard, TX
Dollar General Store - Cisco © e 0 | A Shte
Dollar General Store - Glen Rose Glen Rose, TX 12,480

Dollar General Store Itasca Itasca, TX 9,014

Dollar General Store-Joaquin ' Joagun, TX . 12480

30

93.1%
89.3%
100.0%

100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
‘100.0%
100.0%
100.0%
100.0%

100. 0%

~ 100.0%

100.0%
100.0%

100.0%

100.0%

G 100:0%

93.1%
100.0%
100.0%

100.0%

100.0%

100.0%

- 100,00

100.0%

S 1000%

100.0%
100.0%
100.0%
100.0%
100.0%
100.0% -
100.0%

99.0%

100.0%
100.0%
100.0%
100.0%
100.0%
100.0%
100.0%

1000%

1000%

100.0%
. 100:0%
100.0%

100.0%

100.0%

- 100.0%

100.0%

- 1000%

100.0%

- 100.0%

100.0%

100.0%

100.0%

100.0%

100.0%

- 100:0%

100.0%

100.0%

100.0%

100 O%

100.0%

100.0%



As of December 31, 2012

Square Physical Economic
Property Location Footage/Units Occupancy Occupancy (a)
Dollar General Store - Llano Llano, TX 12,000 100.0% 100.0%

ea00 0 100.0% O 1000%

Dollar Genera]‘Store Mt. Vernon 100.0% 100.0%
ral Sto ‘ 100.0% - 100.0%
Dollar General Store Rockdale 100. 0% 100.0%

Dollar General Store - Van Hom
Lake City Commons 1l
Pathmark - Seaford
Pathmark - Upper Darby
Pathmark ermmgton

48,622

Schnuck's - Festus

Dollar General Store - Anson
City Center

365 905

100.0%

Crossmg at Klllmgly Commons o 395,539

: 103 96.5% U 100.0%

Hertford, NC 12,406 100.0% 100.0%

; arke = : 20,707 100.0% 100,0%
Landmgs at Ocean Isle Bea h Ocean Isle Beach, NC 94.5% 94.5%

University Town Center Phase II  Norman, OK ' 194,917 95.2% £ 100.0%
Dollar General Market - Canton Canton, MS 20,707 100.0%

95.0%
Eastern Beltway 525226 99.8%
Lowe's Plaza 30,208 63.6%
Office: i s Fe j , e
Siemens’ Bulldmg 105 106 100.0% 100.0%
‘Time Wamer Cable Division HQ : , 924 1000% o 1000%
Elementis Worldwide Global HQ East Windsor, NJ 100.0% 100.0%
Hasbro Office Building ; 100.0% ©1100.0%
Industrial:
Siemens Gas Turbine Service Division ar 00 1000% 0 1000%
FedEx Distribution Centers Houston, TX 256,815 ' 100.0% 100.0%
The Crossmgs at Hrllcroﬁ - Houston, TX 300 units 91.1% 91.1%
City Center White Plains, NY 24 units 100.0% 100.0%
Portfolio Totals i s z T

(a) Economrc occupancy excludes square footage assoc1ated with an earnout component. At the time of acqursrtlon certain
properties have an earnout component to the purchase price, 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 settle this contingent purchase price
unless the seller obtains leases for the vacant spaces within the time limits and parameters set forth in the applicable acquisition
agreement.
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The following table sets forth a summary, as of December 31, 2012, of lease expirations scheduled to occur during each of the
calendar years from 2013 to 2017 and thereafter, assuming no exercise of renewal options or early termination rights for leases
commenced on or prior to December 31, 2012 and does not include multi-family leases.

Percent of
Percent of Total Total Annualized
Number Gross Leasable Total Annualized Annualized Base
of Area of Expiring Gross Leasable Base Rent Base Rent of Rent per
Expiring Leases - Area of Expiring of Expiring Expiring Leased
Lease Expiration Year Leases Square Footage Leases Leases (a) Leases Square Foot
203) e 1390 - 358,865 L e

2014 18 427862

2015 S i 107; < P
2016 127 493,534
017 . 81584

Thereafter 465 9,441,368
Leased Total 11,8745

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

(b)  Includes month-to-month leases.

The following table sets forth our top five tenants in our portfolio based on annualized base rent for leases in-place on December 31,
2012 and does not include multi-family leases.

Percent of
Percent of Portfolio Annualized ;
Gross Leasable  Portfolio Total Total Total Base |
Number of  Area - Square  Gross Leasable  Annualized Annualized Rent per
Tenant Leases Footage Area Base Rent Base Rent Square Foot ;
Kohl’s Department Stores Inc. 10 832,839 6.7% $ 7,587 44% $ 9.11 !
Dollar General 490,241 4,945
Ross Dress For Less 12 342,967 2.8% 3,757 2.2% 10.95
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The following table sets forth a summary of our tenant diversity for our entire portfolio and is based on leases in-place on
December 31, 2012.

Square Footage Including  Percent of Total

Tenant Type Multi-family Units Square Footage

Dollar stores and off price clothing ' Hbmeb e ekt e G B T 2,079,333 +16.9%
Grocery ' 1,412,151 11.5%
Lifestyle, health clubs, books and phones e e s 1,200,379, . 98%
Department - 1,176,736 9.6%
Home Improvement : 768,894 T 6.3%
Restaurants and fast food 728,882 5.9%
Home goods S 06674 58y,
Clothing and accessories 704,556 5.7%
Sporting goods i g gg : 4.9%
Multi-family 429,288 3.5%
Consumer services, salons, cleaners and banks =~ B A PR R R 428727 3.5%
Industrial o 416815 3.4%
Commercial office S et s e . 409,490 - 33%
Pet supplies 405,372 3.3%
Health, doctors and health food -~ ot o i 388,310 i 3.2%
Electronics 257,731 2.1%
Ol i s ah i A e U e 0 g i SN A L TG o 3%
Total 12,285,534 100.0%

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. Mine Safety Disclosures

Not applicable.
PART I1

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

All dollar amounts are stated in thousands, except per share amounts.

Market Information

There is no established public trading market for our shares of common stock. Our board of directors plans to meet with investment
bankers to discuss creating a liquidity event for our stockholders. Accordingly, a series of meetings have been scheduled with
investment bankers in the first and second quarters of 2013.

The Financial Industry Regulatory Authority, or “FINRA,” requires registered broker-dealers, including the soliciting dealers who had
sold shares in our "best efforts" offering, to disclose in a customer’s account statement an estimated value for a REIT’s securities if the
annual report of that REIT discloses a per share estimated value. The FINRA rules currently prohibit broker-dealers from using a per
share estimated value developed from data that is more than eighteen months old. This in effect prohibits the broker-dealers from
using a per share offering price from an issuer’s last “best efforts” offering for more than eighteen months after the termination of that
offering. Thus, beginning in February 2014 which is eighteen months (or any lesser period of time prescribed by FINRA) after our last
"best efforts" offering of our shares of common stock, our board of directors anticipates publishing a new estimated per share value of
our shares based on the recommendation of our Business Manager. Although the FINRA rules provide no guidance regarding the
methodology used to determine estimated value per share, our board of directors has adopted a policy requiring the engagement of an
independent third party (at the applicable time) to review the valuation approach used by the Business Manager to estimate the value
of our shares including, the underlying assumptions made by the Business Manager and the valuation conclusion, and to make that
report accessible to soliciting dealers.

33



Stockholders
As of March 1, 2013, we had 27,719 stockholders of record.

Distributions

We currently pay distributions based on daily record dates, payable monthly in arrears. For 2012, we paid distributions that equal to a
daily amount equal to $0.001639344, which if paid each day for the 366-day period, would equal to $0.60 per share or a 6.0%
annualized rate based on a purchase price of $10.00 per share. During the years ended December 31, 2012, 2011 and 2010, we paid
cash distributions, which were paid monthly in arrears to stockholders, totaling $51,767, $23,641, and $7,031, respectively. For federal
income tax purposes for the years ended December 31, 2012, 2011 and 2010, 38%, 27% and 19% of the distributions constituted a
nondividend distribution, respectively.

Notification Regarding Payments of Distributions

Stockholders should be aware that the method by which a stockholder has chosen to receive his or her distributions affects the timing
of the stockholder's receipt of those distributions. Specifically, under our transfer agent's payment processing procedures, distributions
are paid in the following manner:
(1) those stockholders who have chosen to receive their distributions via ACH wire transfers receive their distributions on the
distribution payment date (as determined by our board of directors);

(2) those stockholders who have chosen to receive their distributions by paper check are typically mailed those checks on the
distribution payment date, but sometimes paper checks are mailed on the day following the distribution payment date; and

(3) for those stockholders holding shares through a broker or other nominee, the distributions payments are wired, or paper
checks are mailed, to the broker or other nominee on the day following the distribution payment date.

All stockholders who hold shares directly in record name may change at any time the method through which they receive their
distributions from our transfer agent, and those stockholders will not have to pay any fees to us or our transfer agent to make such a
change. Also, all stockholders are eligible to participate at no cost in our DRP. Accordingly, each stockholder may select the timing of
receipt of distributions from our transfer agent by selecting the method above that corresponds to the desired timing for receipt of the
distributions. Because all stockholders may elect to have their distributions sent via ACH wire on the distribution payment date or
credited on the distribution payment date to their DRP, we will treat all of our stockholders, regardless of the method by which they
have chosen to receive their distributions, as having constructively received their distributions from us on the distribution payment
date for federal income tax purposes.

Stockholders who hold shares directly in record name and who would like to change their distribution payment method should
complete a “Change of Distribution Election Form.” This form should also be complete by stockholders who would like to participate
in our DRP. This form is available on our website under “Investor Relations-Forms.”

We note that the payment method for stockholders who hold shares through a broker or nominee is determined by the broker or
nominee. Similarly, the payment method for stockholders who hold shares in a tax-deferred account, such as an IRA, is generally
determined by the custodian for the account. Stockholders that currently hold shares through a broker or other nominee and would like
to receive distributions via ACH wire or paper check should contact their broker or other nominee regarding their processes for
transferring shares to record name ownership. Similarly, stockholders who hold shares in a tax deferred account may need to hold
shares outside of their tax-deferred accounts to change the method through which they receive their distributions. Stockholders who
hold shares through a tax-deferred account and who would like to change the method through which they receive their distributions
should contact their custodians regarding the transfer process and should consult their tax advisor regarding the consequences of
transferring shares outside of a tax-deferred account.

Share Repurchase Program

We adopted a share repurchase program, effective August 24, 2009. The program was amended and restated effective as of May 20,
2010. Under the amended program, we may make “ordinary repurchases,” 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 two years, to 100% of the “share price” for stockholders who have owned
their shares continuously for at least four years. In the case of “exceptional repurchases,” which are defined as repurchases upon the
death of a stockholder, we may repurchase shares at a repurchase price equal to 100% of the “share price.”

With respect to ordinary repurchases, we may make repurchases only if we have sufficient funds available to complete the repurchase.
In any given calendar month, we are authorized to use only the proceeds generated from our distribution reinvestment plan during that
month to fund ordinary repurchases under the program; provided that, if we have excess funds during any particular month, we may,
but are not obligated to, carry those excess funds to the subsequent calendar month for the purpose of making ordinary repurchases.
Subject to funds being available, in the case of ordinary repurchases, we further will limit the number of shares repurchased during
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any calendar year to 5% of the number of shares of common stock outstanding on December 31st of the previous calendar year. With
respect to exceptional repurchases, we are authorized to use all available funds to repurchase shares. In addition, the one-year holding
period and 5% limit described herein will not apply to exceptional repurchases. We must, however, receive the written request for an
exceptional repurchase within one year after the death of the stockholder.

The share repurchase program will immediately terminate if our shares are listed on any national securities exchange. In addition, our
board of directors, in its sole discretion, may amend, suspend (in whole or in part), or terminate our share repurchase program. In the
event that we amend, suspend or terminate the share repurchase program, however, we will send stockholders notice of the change at
least thirty days prior to the change, and we will disclose the change in a report filed with the Securities and Exchange Commission on
either Form 8-K, Form 10-Q or 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 any requests for repurchases. For ordinary repurchases, shares repurchased through the share repurchase
program are fully funded from proceeds generated through the distribution reinvestment plan. For the year ended December 31, 2012
and 2011, we processed all of the requests we received for share repurchases.

The table below outlines the shares of common stock we repurchased, all of which were ordinary and exceptional repurchased
pursuant to our share repurchase program during the quarter ended December 31, 2012.

Maximum Number (or

Approximate Dollar
Total Requests Total Number of Shares Value) of Shares (or
Received for Total Number Repurchased as Part of ~ Units) that May Yet Be
Shares of Shares Average Price Publicly Announced Purchased Under the
Repurchased Repurchased  Paid per Share Plans or Programs Plans or Programs
October 2012 66,489 66,489 $ 9.50 66,489 . @
November 2012 42,742 42,742 $ 9.43 42,742 )
December 2012 31,143 3,143 ' § 930 ' 31,143 ()]
Total 140,374 140,374 $ 9.44 140,374 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

We completed a "best efforts" offering on our shares of common stock on August 23, 2012. We are continuing to offer shares of our
common stock to stockholders that have elected to participate in our DRP. We sold a total of 110,485,936 shares, generating
$1,099,311 in aggregate gross offering proceeds, in the “best efforts” offering. As of December 31, 2012, we had sold 5,323,426
shares, generating $50,573 in aggregate gross offering proceeds, through the DRP.

Through the close of the "best efforts" offering which was completed on August 23, 2012, we have incurred the following costs in
connection with the issuance and distribution of the registered securities:

Type of Costs Amount

Offering costs to related parties (1) $ 107497
Offering costs paid to non-related parties 10,685
Total offering costs $ 118,182

(1) “Offering costs to related parties” include selling commissions, marketing contributions and due diligence expense
reimbursements paid to Inland Securities Corporation, which reallowed (paid) all or a portion of these amounts to soliciting
dealers. No selling commissions are paid on shares issued through the distribution reinvestment plan.

From the effective date of the "best efforts" offering through the close of the "best efforts" offering, the net offering proceeds to us from
the "best efforts" offering, excluding the DRP and the share repurchase program, after deducting the total expenses incurred described
above, were $981,129. As of December 31, 2012, we had used all of these net proceeds to purchase, and to fund capital improvements
on, interests in real estate, and to invest in marketable securities.

Recent Shares of Unregistered Securities

None.
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Item 6. Selected Financial Data

The following table shows our selected financial data relating to our consolidated historical financial condition and results of
operations. This selected data should be read in conjunction with Item 7, “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” and the consolidated financial statements and related notes appearing elsewhere in this report (in
thousands, except share and per share amounts).

December 31,

2012

Total assets - - $ 2393 523 $1010386 $w 450114 ”$ 26439 $ T 1299
Mortgages, credit faclhtyandsecmtles margin Sr U b O e
payable BT R $ 1249422 $ 464956 $ 192 371 5 —-—$ b s o
Period from June
30, 2008
(inception) through
For the years ended December 31, December 31,
ey 2012 2011 2010 2009 2008
Total income $ 134335 $ 72,115 $§ 18,198 § 9% $ —
Net income (loss) attributable to common stockholders § 2,616 $  (2,279) $  (1,743) $;1(297) § (70)
Net income (loss) attributable to common stockholders
per common share, basic and diluted (a) $ 003 $ (0 05) $ (O 13) $ (081) § (3.48)
Distributions declared to common stockholders ~  $ 54,687 § 25263 $ 8203 § 212 § i
Distributions per welghted average common share (a) $ 060 $ 0. 60 $ 060 $ 015 $ —
Cash flows used in investing activities $ (1,215,402) $ (454,168) $ (346 755) $ O, 691) $ —
Cash flows provided by financing activities $ 1,134,777 § 445649 § 369262 $ 25369 § 434
Weighted average number of common shares
outstanding, basic and diluted 91,146,154 42,105,681 13,671,936 367,888 20,000

(@)  The net income (loss) attributable to common stockholders, per common share basic and diluted is based upon the weighted
average number of common shares outstanding for the year or period ended. The distributions per common share are based
upon the weighted average number of common shares outstanding for the year or period ended.
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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 Condition 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 21E 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.

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 risks,
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:

*  our investment policies and strategies are very broad and permit us to invest in numerous types of commercial real
estate;

*  if we cannot generate sufficient cash flow from operations to fully fund distributions, some or all of our distributions may
be paid from other sources, including cash flow generated by investing activities, which will reduce the amount of money
available to invest in assets;

*  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 principal and interest payments will reduce the funds available for
distribution;

*  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 and three of our directors are also employed by our Sponsor or its affiliates and
Jface 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 dffiliates of our
Sponsor;

*  we may 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 on a
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 reflect
changed assumptions, the occurrence of unanticipated events or changes to future operating results. We intend for these forward-
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.

The following discussion and analysis relates to the years ended December 31, 2012, 2011 and 2010. You should read the following
discussion and analysis along with our consolidated financial statements and the related notes included in this report. Unless otherwise
noted, all dollar amounts are stated in thousands, except share data, per share amounts, rent per square foot, and rent per unit.

Overview

We are a Maryland corporation sponsored by Inland Real Estate Investment Corporation ("IREIC" or the "Sponsor"), 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. 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, 2012, the Company owned 133 retail properties, four office properties, and two industrial properties
collectively totaling 12.4 million square feet and two multi-family properties totaling 444 units. As of December 31, 2012, our
portfolio had weighted average physical and economic occupancy of 95.7% and 97.7%, respectively. Economic occupancy excludes
square footage associated with an earnout component. At the time of acquisition, certain properties have an earnout component to the
purchase price, meaning we did not pay a portion of the purchase price at closing related to certain vacant spaces, although we own
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the entire property. We are not obligated to settle this contingent purchase price obligation unless the seller obtains leases for the
vacant space within the time limits and parameters set forth in the applicable acquisition agreement.

As of December 31, 2012 and 2011, annualized base rent per square foot averaged $13.51 and $13.39, respectively for all properties
other than the multi-family properties and $12,098 and $9,403 per unit, respectively for the multi-family properties. Annualized base
rent is calculated by annualizing the current, in-place monthly base rent for leases, including any tenant concessions, such as rent
abatement or allowances, which may have been granted.

On August 24, 2009, we commenced our "best efforts" offering, to sell up to 500,000,000 shares of our common stock at a price equal
to $10.00 per share on a “best efforts” basis. We were also authorized to sell up to 50,000,000 shares of our common stock at a price
equal to $9.50 per share to stockholders who elected to participate in our distribution reinvestment plan, or “DRP.” The best efforts
portion of the offering was completed on August 23, 2012. However, on July 19, 2012, we filed a registration statement with the SEC,
under which we will continue to issue shares to existing stockholders pursuant to the 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.

Market Outlook

Now that the national election of 2012 is behind us, we know that the state of the economy was the most important issue on everyone's
minds. There are pressing matters of national security which were debated prior to the election, but the vast majority of air time and
media exposure concerned such things as jobs, political gridlock, federal and state budgets, the national debt and related matters. In
the last few months prior to the election, moderately good news concerning the job market helped the majority of the electorate decide
to keep the administration in office. This, despite the fact that in the past five years none of the fiscal policy initiatives emanating from
the government has resulted in a sustained recovery from the recession of 2008-2009.

From our perspective, the economic conditions described above have resulted in the investing public placing a premium on platforms
that are perceived as relatively less volatile than the stock market. Real estate has been the beneficiary of this trend. The FTSE
NAREIT US Real Estate Index indicated that the overall return of REITs in 2012 was 20.14%, as compared to the 9.14% average
return seen on the NASDAQ, Dow Jones and S&P 500. We have seen this affect our business in at least two ways. First the
competition for the acquisition of well located, stable real estate assets has been intense over the past year. Second, we benefitted from
increased investor interest in our program. In the eight months in 2012 that we raised capital, we received a total of approximately
$536,094 which represented 48.8% of the aggregate we collected. We were fortunate in that our acquisition pipeline was robust in
2012, so were able to invest all of the capital collected by the end of the year.

Although we faced stiff competition for acquisitions, the long industry track record of our Sponsor helped us secure a number of
properties that were not presented for sale to the general market. This resulted in our acquisition of more than $1 billion in assets in
2012. Further, we believe many sellers were concerned with uncertainty of transaction execution by potential buyers. Thus, our readily
available cash from the offering as reported on our quarterly filings in 2012, provided evidence that the liquidity necessary for us to
meet our commitments to purchase properties would not be an issue.

Our business plan from inception has been to finance our properties at a target of approximately 50% to 55% percent of their
acquisition cost. We benefitted in 2012 from extremely favorable interest rates. Our debt is generally long term with the majority at
fixed rates and with our overall weighted average interest rate at 4.13% per annum at December 31, 2012. That metric, when
combined with our average economic occupancy rate for the portfolio of 97.7%, has enabled us to provide consistent returns to our
stockholders. We expect that trend to continue.

2012 Company Highlights

Specific 2012 achievements include:
+  Acquiring 92 properties totaling 6.8 million square feet and 144 multi-family units for $1,191,719, net of debt assumed
and other prorations.

+  Financing 89 properties through borrowing $624,340 and assuming $92,195 in secured first mortgages with a combined
weighted average stated interest rate of 3.45% per annum and an aggregate weighted average maturity of 8.9 years.

»  Declaring and paying distributions totaling $0.60 per share on an annualized basis and fully funding all distributions
from cash flow from operations.

Generating gross proceeds (excluding DRP proceeds) totaling $536,094 from our "best-efforts" offering which closed on
August 23, 2012.
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Liquidity and Capital Resources

General

Our principal demands for funds are to acquire real estate and real estate-related assets, to pay capital expenditures including tenant
improvements, 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 and redeemable
noncontrolling interest holders. We seek to fund our cash needs for items other than asset acquisitions, capital expenditures and related
financings from operations. Our cash needs for acquisitions (including any contingent earnout payments), capital improvements and
related financings have been funded primarily from the sale of our shares, including through our DRP, as well as debt financings. Our
primary source to fund our future cash needs, including cash to fund earnout payments, are expected to come from our undistributed
cash flow from operations and proceeds from our DRP as well as secured or unsecured financings, including proceeds from lines of
credit. The maximum total earnout payments which are expected to be paid during the next three years related to our acquisitions was
$77,592 at December 31, 2012 and will not materially affect our liquidity. During the year ended December 31, 2012, we paid $1,189
of capital expenditures and tenant improvements, We anticipate an increase in our capital expenditures including tenant improvements
in future years relating to signing new leases as our tenant's leases expire and as our properties age.

As of December 31, 2012, $73,500 was outstanding on our line of credit with an interest rate of 1.90% per annum, under which we
may borrow, on an unsecured basis, up to $105,000. Our general strategy is to target borrowing 55% of the total fair market value of
our assets on a portfolio basis. As of December 31, 2012, our borrowings did not exceed our target of 55% of the total fair market
value of our assets. For these purposes, the fair market value of each asset is equal to the purchase price paid for the asset or the value
reported in the most recent appraisal of the asset, whichever is the later to occur. Our charter limits the amount we may borrow to
300% of our net assets (as defined in our charter) unless any excess borrowing is approved by the board of directors including a
majority of the independent directors and is disclosed to our stockholders in our next quarterly report along with justification for the
excess. As of December 31, 2012, our borrowings did not exceed 300% of our net assets and we had a principal balance outstanding
on mortgage loans of $1,156,582 with a weighted average stated interest rate including interest rate swaps of 4.32% per annum.

As of December 31, 2012, our consolidated joint ventures had issued $47,215 in noncontrolling interests which will become
redeemable at future dates generally no earlier than in 2015 but generally no later than 2022 based on certain redemption criteria. The
redeemable noncontrolling interests are not mandatory redeemable. We may issue common stock or pay cash or both in connection
with a redemption.

As of December 31, 2012, we had $40,941 in marketable securities which were mainly invested in real estate-related equity securities
of publicly traded companies and publicly traded corporate bonds and had borrowed $17,872 on margin which had the effect of
increasing our overall return.

As of December 31, 2012 and 2011, we owed $2,532 and $1,909, respectively, to our Sponsor and its affiliates for business
management fees not otherwise waived, advances from these parties used to pay administrative and offering costs, and certain accrued
expenses which are included in due to related 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.

Distributions

We generated sufficient cash flow from operations, determined in accordance with U.S. generally accepted accounting principles
(“U.S. GAAP”), to fully fund distributions paid during the year ended December 31, 2012. Cash retained by us of $7,695 from the
waiver of the business management fee for the year ended December 31, 2012 by our Business Manager had the effect of increasing
cash flow from operations for this period because we did not have to use cash to pay the fee. However, even if the Business Manager
had not waived this business management fee during the year ended December 31, 2012, we would have still generated sufficient cash
flow from operations to fund $48,975 of $51,767 distributions paid for the period. There is no assurance that any deferral or waiver of
any fee or reimbursement will be available to fund distributions in the future.

We intend to fund cash distributions to our stockholders from cash generated by our operations and other non-U.S GAAP measures
such as funds from operations ("FFO"). Cash generated by operations is not equivalent to our net income from continuing operations
also as determined under U.S. GAAP or our taxable income for federal income tax purposes. If we are unable to generate sufficient
cash flow from operations, determined in accordance with U.S. GAAP, to fully fund distributions, some or all of our distributions may
be paid from cash flow generated from investing activities, including the net proceeds from the sale of our assets. In addition, we may
fund distributions from, among other things, advances or contributions from our Business Manager or IREIC or from the cash retained
by us in the case that our Business Manager defers or waives all, or a portion, of its business management fee, or waives its right to be
reimbursed for certain expenses. As noted above a deferral or waiver of any fee or reimbursement owed to our Business Manager has
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
reimbursement which was deferred or waived during the relevant period. We will, however, use cash in the future if we pay any fee or
reimbursement that was deferred. Neither our Business Manager nor IREIC has any obligation to provide us with advances or
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contributions, and our Business Manager is not obligated to defer or waive any portion of its business management fee or
reimbursements. Further, there is no assurance that these other sources will be available to fund distributions.

We have not funded any distributions from the net proceeds from the sale of our shares. In addition, we have not funded any
distributions from the proceeds generated by borrowings, and do not intend to do so.

We intend to continue paying distributions for future periods in the amounts and at times as determined by our board of directors.

During the years ended December 31, 2012, 2011 and 2010, we paid distributions in the amount of $51,767, $23,641 and $7,031,
respectively. Our 2012 distributions were funded from cash flows from operations determined in accordance with U.S. GAAP. On
March 10, 2011, our Sponsor forgave $1,500 in liabilities related to advances used to pay administrative and offering costs prior to the
commencement of our "best efforts" offering that were previously funded to the Company and treated this as a capital contribution to
cover a portion of distributions paid related to the year ended December 31, 2010. For U.S. GAAP purposes, the monies contributed
by our Sponsor have been treated as capital contributions from our Sponsor, although our Sponser has not received, and will not
receive, any additional shares of our common stock for making any of these contributions. For federal income tax purposes, these
contributions may be considered taxable income under certain circumstances. Qur Sponsor is not obligated to continue to contribute
monies to fund future distributions, nor is there any assurance that it will do so, 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.

One of our objectives is to provide cash distributions to our stockholders from cash generated by our operations determined under U.S.
GAAP. Cash generated from operations is not equivalent to our net income from continuing operations as determined under U.S.
GAAP.

A summary of the distributions declared, distributions paid and cash flows used in operations for the years ended December 31, 2012,
2011 and 2010 follows:

Distributions Paid
Distributions Cash Flows
Years ended Distributions  Declared Per Share Reinvested From Funds From
December 31, Declared 1) Cash via DRP Total Operations Operations (2)

" §30418 § 31349 $5L,767 § 56670 § 55830
060 $ 8984 $ 14,657 $23 641 $ 727,872 $ 26,672
). 8.2 4,501 2658 %8 3911 (3)

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

(2) Funds from operations is defined in the following section.

(3) During 2010, IREIC contributed $2,889 to fund payment of distributions. Subsequently, on March 10, 2011, IREIC forgave
$1,500 in liabilities related to noninterest bearing advances that were previously funded to the Company. For U.S. GAAP
purposes, this forgiveness of debt was 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.

2011

Share Repurchase Program

We have a share repurchase program designed to provide limited liquidity to eligible stockholders. During the year ended
December 31, 2012, we used $8,449 to repurchase 889,335 shares. Since the start of the program through December 31, 2012, we
have used $10,504 to repurchase an aggregate of 1,101,924 shares.

During the year ended December 31, 2012, we received requests to repurchase 889,335 shares and fulfilled requests for all of these
shares. The average per share repurchase price during this period was $9.50 and these repurchases were funded from proceeds from
our distribution reinvestment plan.

Cash Flow Analysis

For the year ended December 31,

(1,215,402) $ (454'1:68) (346,755)
3477778 0 4456498 369,262

Net cash provided by operating activities was $56,670, $27,872 and $2,658 for the years ended December 31, 2012, 2011 and 2010
respectively. The funds generated in 2012 and 2011 were primarily from property operations from our real estate portfolio. The
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increase from 2010 to 2011 as well as 2011 to 2012 is due to the growth of our real estate portfolio and related, full period, property
operations in 2011 and 2012.

Net cash flows used in investing activities were $1,215,402, $454,168 and $346,755 for the years ended December 31, 2012, 2011 and
2010, respectively. We used $1,191,719, $447,559 and $330,530 during the years ended December 31, 2012, 2011 and 2010,
respectively, to purchase properties and $19,543, $12,362, and $5,646 to purchase marketable securities net of sales during the years
ended December 31, 2012, 2011 and 2010, respectively.

Net cash flows provided by financing activities were $1,134,777, $445,649 and $369,262 for the years ended December 31, 2012,
2011 and 2010, respectively. Of these amounts, cash flows from financing activities of $567,443, $322,879 and $230,368,
respectively, resulted from the sale of our common stock in our "best efforts” offering and through our DRP. We generated $675,470,
$185,697 and $169,243, respectively, from net loan proceeds from borrowings secured by properties in our portfolio and on the line of
credit. We generated (used) $16,580, $(214) and $1,507, respectively, from net borrowings from securities margin debt. We used
$54,269, $33,741 and $24,305, respectively, to pay offering costs. We used $5,833, $3,458, and $3,025, for the years ended December
31,2012, 2011 and 2010, respectively, to pay loan fees and deposits related to financing on our closed and potential acquisitions.

Funds from Operations and Modified Funds from Operations

The historical cost accounting rules used for real estate assets require, among other things, straight-line depreciation of buildings and
improvements, which implies that the value of real estate assets diminishes predictably over time, especially if such assets are not
adequately maintained or repaired and renovated as required by relevant circumstances. We believe that, since real estate values
historically rise and fall with market conditions, including inflation, interest rates, the business cycle, unemployment and consumer
spending, the presentation of operating results for a REIT using historical cost accounting alone may be less informative and
insufficient. Therefore, we utilize certain non-U.S. GAAP supplemental performance measures due to certain unique operating
characteristics of real estate companies. One non-U.S. GAAP supplemental performance measure that we consider is known as funds
from operations, or "FFO". The National Association of Real Estate Investment Trusts, or “NAREIT,” an industry trade group,
promulgated this measure which it believes more accurately reflects the operating performance of a REIT. 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, adding back real estate impairment charges and after adjustments for unconsolidated partnerships
and joint ventures in which we hold an interest. While impairment charges are added back in the calculation of FFO, we caution that
due to the fact that impairments to the value of any property are typically based on reductions in estimated future undiscounted cash
flows compared to current carrying value, declines in the undiscounted cash flows which led to the impairment charges reflect
declines in property operating performance which may be permanent. From inception through December 31, 2012, we have not had
any impairment charges and, therefore, no adjustments to FFO have been necessary for impairment charges. We believe our FFO
calculation complies with NAREIT's definition described above.

Changes in the accounting and reporting promulgations under U.S. GAAP (for acquisition fees and expenses from a capitalization/
depreciation model to an expensed-as-incurred model) that were put into effect in 2009 and certain other changes to U.S. GAAP
accounting for real estate intangible assets subsequent to the establishment of NAREIT's definition of FFO have impacted the
reporting of operating income. Specifically, acquisition fees and expenses for all industries are accounted for as operating expenses
and no longer capitalized as they were prior to 2009. We do not pay acquisition fees to our Business Manager or its affiliates, but we
do incur acquisition related costs. Under U.S. GAAP, acquisition related costs are characterized as operating expenses in determining
operating income. These expenses are paid in cash by us, and therefore will reduce net income and cash available to be distributed to
our stockholders. The acquisition of real estate assets, and the corresponding expenses associated with that process, has been a key
operational feature of our business plan in order to generate operating income and cash flow in order to make distributions to our
stockholders. Publicly registered, non-listed REITs typically engage in a significant amount of acquisition activity, and thus incur
significant acquisition related costs, during their initial years of investment and operation. Although other start up entities likewise
may engage in significant acquisition activity during their initial years, non-listed REITs are unique in that they typically have a
limited timeframe during which they acquire a significant number of properties and thus incur significant acquisition related costs.
More specifically, as disclosed elsewhere herein, we use the proceeds raised in our "best efforts" offering to acquire properties.
Because the offering is completed, our acquisition activity is expected to decline, and acquisition related costs are likewise expected to
decrease in future periods. Thus, management believes that acquisition related costs will not be a significant cost to us going forward.
Due to the above factors and other unique features of publicly registered, non-listed REITs, the Investment Program Association, or
“IPA,” an industry trade group, has standardized a measure known as modified funds from operations, or "MFFO", which the IPA has
promulgated as a supplemental measure for publicly registered non-listed REITs and which may be another appropriate supplemental
measure to reflect the operating performance of a non-listed REIT.

MFFO excludes costs that are more reflective of investing activities, including acquisition related costs that affect our operations only
in periods in which properties are acquired, and other non-operating items that are included in FFO. By excluding expensed
acquisition related costs, the use of MFFO provides information consistent with the investing and operating performance of the
properties in our portfolio. Additionally, fair value adjustments, which are based on the impact of current market fluctuations and
underlying assessments of general market conditions, may not be directly related or attributable to our current operating performance.
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By excluding such market changes that may reflect anticipated and unrealized gains or losses, we believe that MFFO may provide
both investors and analysts, on a going forward basis, an indication of our operating performance. Because MFFO may be a
recognized measure of operating performance within the non-listed REIT industry, MFFO and the adjustments used to calculate it may
be useful in order to evaluate our performance against other non-listed REITs. MFFO is not equivalent to our net income or loss as
determined under U.S. GAAP as detailed in the table below, and MFFO may not be a useful measure of the impact of long-term
operating performance on value if we continue to acquire a significant amount of properties. Our disclosure of MFFO and the
adjustments used to calculate it presents our performance in a manner that reflects certain characteristics that are unique to non-listed
REITs, and that may be useful to investors. MFFO should only be used to assess our operating performance during our "best efforts"
offering, because it excludes acquisition costs that have a negative effect on our operating performance during the periods in which
properties are acquired. We do not pay acquisition fees to our Business Manager or its affiliates which would be classified as
acquisition related costs under U.S. GAAP.

We believe our definition of MFFO, a non-U.S. GAAP measure, is consistent with the IPA's Guideline 2010-01, Supplemental
Performance Measure for Publicly Registered, Non-Listed REITs: Modified Funds from Operations, or the “Practice Guideline,”
issued by the IPA in November 2010. The Practice Guideline defines MFFO as FFO further adjusted for the following items, as
applicable, included in the determination of U.S. GAAP net income: acquisition fees and expenses; amounts relating to deferred rent
receivables and amortization of above and below market lease assets and liabilities (which are adjusted in order to reflect such
payments from a U.S. GAAP accrual basis to a cash basis of disclosing the rent and lease payments); accretion of discounts and
amortization of premiums on debt investments; mark-to-market adjustments included in net income; nonrecurring gains or losses
included in net income from the extinguishment or sale of debt, hedges, foreign exchange, derivatives or securities holdings where
trading of such holdings is not a fundamental attribute of the business plan, unrealized gains or losses resulting from consolidation
from, or deconsolidation to, equity accounting, and after adjustments for consolidated and unconsolidated partnerships and joint
ventures, with such adjustments calculated to reflect MFFO on the same basis. The accretion of discounts and amortization of
premiums on debt investments, nonrecurring unrealized gains and losses on hedges, foreign exchange, derivatives or securities
holdings, unrealized gains and losses resulting from consolidations, as well as other listed cash flow adjustments are adjustments made
to net income in calculating the cash flows provided by operating activities and, in some cases, reflect gains or losses which are
unrealized and may not ultimately be realized. Inasmuch as interest rate hedges are not a fundamental part of our operations, it is
appropriate to exclude such nonrecurring gains and losses in calculating MFFO, as such gains and losses are not reflective of on-going
operations. We believe our MFFO calculation complies with the IPA's Practice Guideline described above.

However, the calculation of FFO and MFFO may vary from entity to entity since capitalization and expense policies tend to vary from
entity to entity. Items that are capitalized do not impact FFO and MFFO whereas items that are expensed reduce FFO and MFFO.
Consequently, our presentation of FFO and MFFO may not be comparable to other similarly titled measures presented by other REITs.
FFO and MFFO 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 nor is it indicative of 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 and MFFO for several reasons. We use FFO and MFFO to compare our operating
performance to that of other REITS, to assess our historical operating performance, and we compute FFO and MFFO as part of our
acquisition process to determine whether a proposed investment will satisfy our investment objectives.

We believe that the use of FFO and MFFO, which excludes the impact of real estate related depreciation and amortization, provides a
more complete understanding of our operating performance to investors and to management, and when compared year over year,
reflects the impact on our operations from trends in occupancy rates, rental rates, operating costs, general and administrative expenses,
and interest costs. However, FFO and MFFO, should not be construed to be equivalent to or a substitute for U.S. GAAP net income or
in its applicability in evaluating our financial performance. U.S. GAAP measures should be construed as more relevant measures of
financial performance and considered more prominently than the non-U.S. GAAP FFO and MFFO measures and the adjustments to
U.S. GAAP in calculating FFO and MFFO. However, we believe that the U.S. GAAP measures and the non-U.S. GAAP FFO and
MFFO measures taken together do provide a useful presentation of our operating performance.

Presentation of this information is intended to provide information which may be useful to investors as they compare the operating
performance of different REITs and to give investors insight into our historical operations, although it should be noted that not all
REITs calculate FFO and MFFO the same way, so comparisons with other REITs may not be meaningful. The exclusion of
impairments limits the usefulness of FFO and MFFO as a historical operating performance measure since an impairment indicates that
the property's operating performance has been permanently affected. Further, MFFO has limitations as a performance measure for an
entity engaged in an offering such as ours where the price of a share of common stock is a stated value and there is no net asset value
determination during the offering stage and for a period thereafter. MFFO may be useful in assisting investors in assessing our
historical operating performance, and in particular, after the offering and acquisition stages are complete and net asset value is
disclosed. FFO and MFFO are not useful measures in evaluating net asset value because impairments are taken into account in
determining net asset value but not in determining FFO and MFFO.

42



Neither the SEC nor any other regulatory body has passed judgment on the acceptability of the adjustments that the company uses to
calculate FFO or MFFO. In the future, the SEC or another regulatory body may decide to standardize the allowable adjustments across
the non-listed REIT industry and we would have to adjust the calculations and characterization of FFO or MFFO.

For the years ended December 31, 2012, 2011 and 2010, we paid distributions of $51,767, $23,641, and $7,031 respectively. For the
years ended December 31, 2012, 2011 and 2010, we generated FFO of $55,830, $26,672 and $3,911, respectively, MFFO of $60,827,
$29,453 and $5,816, respectively and cash flow from operations of $56,670, $27,872, and $2,658, respectively.

The table below represents a reconciliation of our net income (loss) attributable to common stockholders to FFO and MFFO for years
ended December 31, 2012, 2011 and 2010 (dollars in thousands, except per share amounts):

Year ended December 31,

2012 2011 2010
Net income (loss) attributable to common stockholders - $ 2,616 $ (2,279) $ (1,743)
Add: ‘ o '
Depreciation and i‘éﬂiedio?inﬁéstmeh%’;irﬁperties‘ FUR A SEAE 53,239 -~ 28980 5,669
Less: ‘
Non reciation and amortization telated to ke i i
nvesthens properues . L e e e i @)y @ 4%
Funds from operations (FFO) 55,830 26,672 3,911
Add: oibnbibo eyl S ey e bk LISy oAb RS de B B R e g : g B
Acquisition related costs (1) 5,868 2,963 1,953
- Amortization of acquired above and below market leases, net (2) 2,855 2,015 455
Noncontrolling interest’s share of amortization of acquired below market leases and
stralght-llne rental income 6 24 19
(3,706) (1,856) (529)
e @e) 2
$ 60,827 $ 29,453 $ 5,816
: ﬁﬁmmm shares outstanding, basic and diluted 91,146,154 42,105,681 = 13,671,936
Net income (loss) attrlbutable to common stockholders per common share, basic and
diluted $ 003 $ 0.05) $ 0.13)
Funds from operations attributable to common stockholders per common share, basic
and diluted $ 061 $ 063 $ 0.29
Modified funds from operations attributable to common stockholders per common
share, basic and diluted $ 067 $ 0.70 $ 0.43

(1)  Changes in the accounting and reporting promulgations under U.S. GAAP (for acquisition fees and expenses from a
capitalization/depreciation model to an expensed-as-incurred model) that were put into effect in 2009 and certain other changes
to U.S. GAAP accounting for real estate intangible assets subsequent to the establishment of NAREIT's definition of FFO have
impacted the reporting of operating income. Specifically, acquisition fees and expenses for all industries are accounted for as
operating expenses and no longer capitalized as they were prior to 2009.

The acquisition of real estate assets, and the corresponding expenses associated with that process, is a key operational feature of
our business plan in order to generate operating income and cash flow in order to make distributions to our stockholders. By
excluding expensed acquisition costs, MFFO may provide useful supplemental information that is comparable for each type of
real estate investment and is consistent with management's analysis of the investing and operating performance of our
properties. Such information may be comparable only for non-listed REITs that have completed their acquisition activity and
have other similar operating characteristics. Acquisition related costs include payments to affiliates of our Business Manager or
third parties; however, we do not pay acquisition fees to our Business Manager or its affiliates. Acquisition related costs under
U.S. GAAP are considered operating expenses and are included in the determination of net income and income from continuing
operations, both of which are performance measures under U.S. GAAP. These expenses are paid in cash by us, and therefore
this cash will not be available to distribute to our stockholders. All paid and accrued acquisition related costs will have negative
effects on returns to investors, the potential for future distributions, and cash flows generated by us. Because our “best efforts”
offering is completed, management believes that acquisition related costs will not be a significant cost to us going forward.

(2)  Under U.S. GAAP, certain intangibles are accounted for at cost and are assumed to diminish predictably in value over time and
amortized, similar to depreciation and amortization of other real estate related assets that are excluded from FFO. However,
because real estate values and market lease rates historically rise or fall with market conditions, we believe by excluding
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charges relating to amortization of these intangibles, MFFO may provide useful supplemental information on the operating
performance of the real estate.

(3)  Under U.S. GAAP, our rental receipts are allocated to periods using a straight-line methodology. This may result in income
recognition that is different than underlying contract terms. By adjusting for these items (to reflect such payments from a U.S.
GAAP accrual basis to a cash basis of disclosing the rent and lease payments), we believe MFFO may provide useful
supplemental information on the realized economic impact of lease terms, providing insight on the contractual cash flows of
such lease terms.

(4)  We have adjusted for gains or losses included in net income (loss) from the sale of securities holdings where trading of such
holdings is not a fundamental attribute of the business plan because they are items that may not be reflective of on-going
operations.

Results of Operations
The following discussions are based on our consolidated financial statements for the years ended December 31, 2012, 2011 and 2010.

These sections describe and compare our results of operations for the years ended December 31, 2012, 2011 and 2010. We generate
almost all of our net operating income from property operations. In order to evaluate our overall portfolio, management analyzes the
net operating income of properties that we have owned and operated for both periods presented, in their entirety, referred to herein as
“same store” properties. By evaluating the property net operating income of our "same store" properties, management is able to
monitor the operations of our existing properties for comparable periods to measure the performance of our current portfolio and
determine the effects of our new acquisitions on net income. Property net operating income, a non-U.S. GAAP measure, is also
meaningful as an indicator of the effectiveness of our management of properties because property net operating income excludes
certain items that are not reflective of the effectiveness of our management, such as depreciation and amortization and interest
expense.

Comparison of the Years ended December 31, 2012 and 2011

A total of 27 of our investment properties were acquired on or before January 1, 2011 and represent our “same store” properties during
the years ended December 31, 2012 and 2011. "Other investment properties,” as reflected in the table below, include one
redevelopment and properties acquired after January 1, 2011. For the years ended December 31, 2012 and 2011, 114 and 22 properties
were included in "other investment properties", respectively. The following table presents the property net operating income broken
out between “same store” and “other investment properties,” prior to straight-line rental income, amortization of lease intangibles,
interest, depreciation, amortization and bad debt expense for the years ended December 31, 2012 and 2011 along with a reconciliation
to net income (loss) attributable to common stockholders, calculated in accordance with U.S. GAAP.
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Property operating revenue:
“Same store” investment properties, 27 propertles
Rental income
Tenant recovery income
:Other property income
Other investment properties:
. Rental income
Tenant recovery income
Other:property income
Total property income

Property operating expenses:

“Same- store” investment properties, 27 properties:
Property operatmg expenses
Real estate taxes

Other investment properties:

- Property opetating éxpenses -

* Real estate taxes

Total property operating expenses

Property net operating income;
“Same store” investment propertles, 27 propemes
Other investment properties

Total property net operating income

Other income:
- Tenant recovery income related to prior periods.
Straight-line rents
Amortization of lease intangibles
Interest and dividend income
Realized gain on sale of marketable securities
Equlty in income of unconsohdated entltles
Total other income

Other expenses:
Bad debt expense
Depreciation and amortization
General and administrative éxpenses
Acquisition related costs
Interest expense /
Business management fee
Total other expenses

Net income (loss)

Less: néﬁ loss (iﬁco;xlc) étuigﬁtable to redeemable nompntrollmg mtemst;s i : ;

Net income (loss) attributable to common stockholders

Year ended December 31,

2012 2011
33417 $ 33,073
7,047 7,769
1,289 1,418
75,567 25,158
15,405 4,653
1,159 245
133,884 72,316
7,527 7,481
4,999 5,180
12,875 4419
8,971 2,609
34,372 "19,689
29227 29,599
. .70,285 23,028
99,512 52,627
-(400) 43)
3,706 1,856
' (2,855) (2,014)
2,556 871
26 365

17 105
3,050 . L140
819 396
53,239 28,980
4,269 2,770
5868 2963
34,001 19,835
1,500 1,000
99,696 55,944
2,866 (2177)
(250) (102)
2,616 $ (2,279)




On a “same store” basis, comparing the results of operations of the investment properties owned during the year ended December 31,
2012 with the results of the same investment properties during the year ended December 31, 2011, property net operating income
decreased $372 with total property income decreasing $507 and total property operating expenses decreasing $135 for the year ended
December 31, 2012, as compared to the year ended December 31, 2011. These variances are explained by each component below.

Rental income increased $344 on a “same store” basis for the year ended December 31, 2012, as compared to the year ended
December 31, 2011, primarily due to the effect of new tenants taking occupancy of previously vacant spaces. On an aggregate
portfolio basis, rental income increased $50,753, for the year ended December 31, 2012, as compared to the year ended December 31,
2011, reflecting an increase in rental income from our other investment properties during the 2012. The increase is a result of the 114
investment properties acquired after January 1, 2011.

Tenant recovery income decreased $722 on a “same store” basis for the year ended December 31, 2012, as compared to the year ended
December 31, 2011, primarily due to decrease in real estate tax expenses, as discussed below, which directly affected the amount of
tenant recovery income and a decrease in the recovery percentage which resulted in us recognizing less recovery income. On an
aggregate portfolio basis, tenant recovery income increased $10,030 for the year ended December 31, 2012, as compared to the year
ended December 31, 2011, reflecting an increase in tenant recovery income on other investment properties. The increase is a result of
the 114 investment properties acquired after January 1, 2011.

Other property income decreased $129 on a “same store” basis, for the year ended December 31, 2012, as compared to the year ended
December 31, 2011. On an aggregate portfolio basis, other property income increased $785 for the year ended December 31, 2012, as
compared to the year ended December 31, 2011. The increase is a result of the 114 investment properties acquired after January 1,
2011.

Property operating expenses increased $46 on a “same store” basis, for the year ended December 31, 2012, as compared to the year
ended December 31, 2011, primarily due to an increase in insurance premiums during the year ended December 31, 2012 as compared
to the prior period. On an aggregate portfolio basis, total property operating expenses increased $8,502 for the year ended

December 31, 2012, as compared to the year ended December 31, 2011. The increase is a result of the 114 investment properties
acquired after January 1, 2011.

Real estate tax expense decreased $181 on a “same store” basis, for the year ended December 31, 2012, as compared to the year ended
December 31, 2011. The decrease in real estate tax expense during 2012 can be attributed to decreases in assessed values of our
investment properties by the various taxing authorities. On an aggregate portfolio basis, total real estate tax expense increased $6,181
for the year ended December 31, 2012, as compared to the year ended December 31, 2011. The increase is a result of the 114
investment properties acquired after January 1, 2011.

Total other income increased $1,910 for the year ended December 31, 2012, as compared to the year ended December 31, 2011,
primarily due to an increase in interest and dividend income which is a result of the increased investments in our marketable securities
portfolio and an increase in straight line rent from a greater number of properties in our portfolio. This increase was partially offset by
adjustments to tenant recovery income resulting from differences in estimated expense recoveries billed and actual expenses and an
increase in amortization of lease intangibles from a greater number of properties in our portfolio and write-offs of certain acquired
above market lease intangibles.

Bad debt expense increased $423 for the year ended December 31, 2012, as compared to the year ended December 31,2011. The
increase in bad debt expense is primarily due to increased estimated tenant reserves for uncollectible accounts and write offs due to
tenant failures. We periodically review the collectability of outstanding receivables. Allowances are taken for those balances that we
have reason to believe may be uncollectible, including any amounts relating to straight-line rent receivables. Amounts deemed to be
uncollectible are written off.

Depreciation and amortization increased $24,259 for the year ended December 31, 2012, as compared to the years ended
December 31, 2011. The increase in depreciation and amortization is primarily due to the increase in the number of properties in our
portfolio from 49 properties owned as of December 31, 2011 compared to 141 properties owned as of December 31, 2012.

General and administrative expenses increased $1,499 for the year ended December 31, 2012, as compared to the year ended
December 31, 2011. The increase is primarily due to an increase in payroll reimbursements paid to the Business Manager, professional
fees, state taxes and information technology costs, mortgage servicing fees and investment advisor fees resulting from the growth of
the portfolio.

Acquisition costs increased $2,905 for the year ended December 31, 2012, as compared to the year ended December 31, 2011,
primarily due to an increase in the number of potential and actual acquisitions we pursued during the year ended December 31, 2012
compared to the year ended December 31, 2011, and a $533 adjustment related to an increase in estimated deferred investment
property obligations due to changes in the underlying liability assumptions where we are expected to pay more than originally
anticipated.
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Interest expense increased $14,166 for the year ended December 31, 2012, as compared to the year ended December 31, 2011. The

increase in interest expense is primarily due to a $784,466 increase in mortgage payables, credit facility and security margin payable
from December 31, 2011 to December 31, 2012.

Business management fee was $1,500 for the year ended December 31, 2012 as compared to $1,000 for the year ended December 31,
2011. For the year ended December 31, 2012, the Business Manager could have been paid a business management fee in the amount
equal to $9,195, but the Business Manager permanently waived $7,695 of this fee.

Comparison of the Years ended December 31, 2011 and 2010

Only one of our investment properties was acquired on or before January 1, 2010, for this reason the use of the “same store”
comparison was not provided. The following table presents the property net operating income prior to straight-line rental income,
amortization of lease intangibles, interest, depreciation, amortization and bad debt expense for the years ended December 31, 2011 and
2010 along with a reconciliation to net income (loss) attributable to common stockholders, calculated in accordance with U.S. GAAP.

Year ended December 31,
2011 2010
Rental income $ 58231 § 14,255
lepantrecoveryincome .~~~ U om0 242 3215
Other property income . S : : 1,663 592
Total property income : « 72,316 18,122
Property operating expenses 11,900 3,054
| e S nitgaeg ,:',f2;2,6'2/f’
Total property operatlng expenses 19,689 5,316
Property net op r atlng income k e - 52,627 12,806
Other income:
Tenant recovery income related to prior periods - ... ... .. @) T
Straight-line rents ‘ o | 1,856 524
Amortization of lease intangibles (2,014) (455)
‘Interest and drvrdend income 871 358
Equrty in income of unconsohdated ent1 ies 105 1
Total other income O L i 1,140 433
Other expenses; .. .
Bad debt expense 267
General and administratiye expenses 1,872
Acquisitionrelated costs 1,953
Interest expense L >4,k52‘2
Total other expenses 14,886
Netlyossm ) B @17 (1,647)
) R ..
Net loss attributable to common stockholders $ 2,279) $ (1,743)
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Rental income increased $43,976, for the year ended December 31, 2011, as compared to the year ended December 31, 2010, as result
of the 48 investment properties acquired after January 1, 2010.

Tenant recovery income increased $9,147 for the year ended December 31, 2011, as compared to the year ended December 31, 2010,
as result of the 48 investment properties acquired after January 1, 2010.

Other property income increased $1,071 for the year ended December 31, 2011, as compared to the year ended December 31, 2010.
The increase is a result of the 48 investment properties acquired after January 1, 2010.

Total property operating expenses increased $8,846 for the year ended December 31, 2011, as compared to the year ended
December 31, 2010. The increase is a result of the 48 investment properties acquired after January 1, 2010.

Total real estate tax expense increased $5,527 for the year ended December 31, 2011, as compared to the year ended December 31,
2010. The increase is a result of the 48 investment properties acquired after January 1, 2010.

Total other income increased $707 for the year ended December 31, 2011, as compared to the year ended December 31, 2010,
primarily due to the increase in straight line rent from a greater number of properties in our portfolio which we acquired in the fourth
quarter of 2010 and during 2011.

Bad debt expense increased $129 for the year ended December 31, 2011, as compared to the year ended December 31, 2010. The
increase in bad debt expense is primarily due to increased estimated tenant reserves for uncollectible accounts and write offs due to
tenant failures. We periodically review the collectability of outstanding receivables. Allowances are taken for those balances that we
have reason to believe may be uncollectible, including any amounts relating to straight-line rent receivables. Amounts deemed to be
uncollectible are written off.

Depreciation and amortization increased $23,311 for the year ended December 31, 2011, as compared to the year ended December 31,
2010. The increase in depreciation and amortization is primarily due to the increase in the number of properties in our portfolio from
27 properties owned as of December 31, 2010 compared to 49 properties owned as of December 31, 2011.

General and administrative expenses increased $898 for the year ended December 31, 2011, as compared to the year ended
December 31, 2010. As certain of these costs are variable, the increase is primarily due to the growth of the portfolio.

Acquisition costs increased $1,010 for the year ended December 31, 2011, as compared to the year ended December 31, 2010,
primarily due to an increase in the number of potential and actual acquisitions we pursued during the year ended December 31, 2011
compared to the year ended December 31, 2010, and relate to transaction costs for both closed and potential transactions. These costs
mainly include third-party costs such as appraisals, environmental studies, legal fees as well as time and travel expense
reimbursements to affiliates of our Sponsor. '

Interest expense increased $15,313 for the year ended December 31, 2011, as compared to the year ended December 31, 2010. The
increase in interest expense is primarily due to a $278,225 increase in mortgage payables from December 31, 2010 to December 31,
2011.

Business management fee was $1,000 December 31, 2011 for the year ended as compared to $603 for the year ended December 31,
2010. For the year ended December 31, 2011, the Business Manager could have been paid a business management fee in the amount
equal to $4,807 but the Business Manager permanently waived $3,807 of this fee.

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 purchase price allocation of investment properties, recognition of rental income, valuation of marketable securities
and redeemable noncontrolling interests. 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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Revenue Recognition

We commence revenue recognition on our 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 we are 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.

If we conclude we are not the owner, for accounting purposes, of the tenant improvements (the lessee is the owner), then the leased
asset will be 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, we begin revenue recognition when the lessee
takes possession of the unimproved space for the lessee to construct their own improvements. We consider a number of different
factors to evaluate whether it or the lessee is the owner of the tenant improvements for accounting purposes. The determination of who
owns the tenant improvements, for accounting purposes, is subject to significant judgment.

We recognize rental income 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
included as a component of accounts and rents receivable in the accompanying consolidated balance sheets. 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 longer 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.

Acquisition of Investment Properties

We are required to determine the total purchase price of each acquired investment property, which includes estimating any contingent
consideration to be paid or received in future periods. We are required to allocate the purchase price of each acquired investment
property between land, building and improvements, acquired above market and below market leases, in-place lease value, and any
assumed financing that is determined to be above or below market terms. In addition, we are required to allocate a portion of the
purchase price to the value of customer relationships, if any. The allocation of the purchase price is an area that requires judgment and
significant estimates. We use the information contained in the independent appraisal obtained at acquisition or other market sources as
the basis for the allocation to land and building and improvements.

The aggregate value of intangibles is measured based on the difference between the stated price and the property value calculation as
if vacant. We determine whether any financing assumed is above or below market based upon comparison to similar financing terms
for similar investment properties. We also allocate a portion of the purchase price to the estimated acquired in-place lease costs based
on estimated lease execution costs for similar leases as well as lost rent payments during assumed lease up period when calculating as
if vacant fair values. We also evaluate each acquired lease based upon current market rates at the acquisition date and we consider
various factors including geographical location, size and location of leased space within the investment property, tenant profile and the
credit risk of the tenant in determining whether the acquired lease is above or below market.

After an acquired lease is determined to be above or below market, we allocate a portion of the purchase price to such above or below
acquired leases based upon the present value of the difference between the contractual lease rate and the estimated market rate. The
determination of the discount rate used in the present value calculation is based upon the “risk free rate.” This discount rate is a
significant factor in determining the market valuation which requires our judgment of subjective factors such as market knowledge,
economics, demographics, location, visibility, age and physical condition of the property. The portion of the purchase price allocated
to acquired above market lease value and acquired below market lease value are amortized on a straight-line basis over the term of the
related lease as an adjustment to rental income. For below market lease values, the amortization period includes any renewal periods
with fixed rate renewals.
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The acquisition of certain properties included earnout components to the purchase price, meaning we did not pay a portion of the
purchase price of the property at closing, although we own the entire property. We are not obligated to pay the contingent portion of
the purchase prices unless space which was vacant at the time of acquisition is later leased by the seller within the time limits and
parameters set forth in the acquisition agreements. The earnout payments are based on a predetermined formula applied to rental
income received. The earnout agreements have a limited obligation period ranging from one to three years from the date of
acquisition. If at the end of the time period certain space has not been leased, occupied and rent producing, we will have no further
obligation to pay additional purchase price consideration and will retain ownership of that entire property. Based on our best estimate,
we have recorded a liability for the potential future earnout payments using estimated fair value measurements at the date of
acquisition which include the lease-up periods, market rents, probability of occupancy and discount rate. We have recorded this
earnout amount as additional purchase price of the related properties and as a liability included in deferred investment property
acquisition obligations on the accompanying consolidated balance sheets. The liability increases as the anticipated payment date draws
near based on a present value; such increases in the liability are recorded as amortization expense on the accompanying consolidated
statements of operations and other comprehensive income. We record changes in the underlying liability assumptions to acquisition
related costs on the accompanying consolidated statements of operations and other comprehensive income.

Impairment of Investment Property

We assess the carrying values of our 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 our assets for recoverability, we consider
current market conditions, as well as our 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. 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 impact
the discounted cash flow approach to determine value, are complex and subjective. Changes in economic and operating conditions and
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 impairments. 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

e duration of the decline in the value of the securities.
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Redeemable Noncontrolling Interests

Certain of our consolidated joint ventures have issued units to noncontrolling interest holders that are redeemable at the noncontrolling
interest holder's option for cash or into our common shares at our option. If the noncontrolling interest holder secks redemption of its
units for our common shares, the joint ventures may redeem the units through issuance of our common shares or through cash
settlement at the redemption price. The redemption is at the option of the holder after passage of time or upon the occurrence of an
event that is not solely within the control of any of the joint ventures. Because redemption of the noncontrolling interests is outside of
the applicable joint venture's control, the interests are presented on the consolidated balance sheets outside of permanent equity as
redeemable noncontrolling interests. None of the noncontrolling interests are currently redeemable, but it is probable that the
noncontrolling interests will become redeemable. Based on such probability, we measure and record the noncontrolling interests at
their maximum redemption amount at each balance sheet date. Any adjustments to the carrying amount of the redeemable
noncontrolling interests for changes in the maximum redemption amount are recorded to additional paid in capital in the period of the
change.

At issuance, the fair value of the redeemable noncontrolling interests were estimated by applying the income approach, which
included significant inputs that are not observable, including discount rates and redemption values.

Contractual Obligations

We have provided a partial guarantee on nine mortgages payable of our subsidiaries. As of December 31, 2012, these guarantees
totaled to an aggregate recourse amount of $70,435.

From time to time, we acquire properties subject to the obligation to pay the seller additional monies depending on the future leasing
and occupancy of the property. These earnout payments are based on a predetermined formula. Each earnout agreement has a time
limit generally one to three years and other parameters regarding the obligation to pay any additional monies. If at the end of the time
period, certain space has not been leased and occupied, we will not have any further obligation. As of December 31, 2012 and 2011,
we had liabilities of $70,580 and $25,290, respectively, recorded on the consolidated balance sheet as deferred investment property
acquisition obligations. The maximum potential payment is $77,592 at December 31, 2012.

As of December 31, 2012, we had $47,215 in redeemable noncontrolling interests which will become redeemable at future dates
generally no earlier than in 2015 but generally no later than 2022 based on certain redemption criteria. The redeemable noncontrolling
interests are not mandatory redeemable. We may issue common stock or pay cash or both if they are redeemed.

The table below presents, on a consolidated basis, our obligations and commitments to make future payments under debt obligations
(including interest) as of December 31, 2012. Debt obligations under non-hedged debt which is subject to variable rates are based on
interest rates as of December 31, 2012.

Payments due by period
2018 and
Total 2013 2014/2015 2016/2017 Thereafter
Principal payments on long-tem debt () T 1,15€ Toeess ¥ Teos97 § | 829507
Interest payments on long-term debt 96,520v 83,383” N 166,201
Securities margin payable S L
Credit facility N 73,50 — 73,500 ' - —

Total

(1) The long-term debt obligations exclude net mortgage premiums of $1,468 associated with debt assumed at acquisition, net of
accumulated amortization as of December 31, 2012.

Off-Balance Sheet Arrangements

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

Our board of directors declared distributions payable to stockholders of record each day beginning on the close of business on January
1, 2013 through the close of business on March 31, 2013. 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 $0.60 per share or 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:

+  In January 2013, total distributions declared for the month of December 2012 were paid in the amount equal to $5,831,
of which $2,295 was paid in cash and $3,535 was reinvested through the Company’s DRP, resulting in the issuance of an
additional 372,150 shares of common stock.

+  In February 2013, total distributions declared for the month of January 2013 were paid in the amount equal to $5,865, of
which $2,315 was paid in cash and $3,550 was reinvested through the Company’s DRP, resulting in the issuance of an
additional 373,642 shares of common stock.

o In March 2013, total distributions declared for the month of February 2013 were paid in the amount equal to $5,311, of
which $2,103 was paid in cash and $3,209 was reinvested through the Company’s DRP, resulting in the issuance of an
additional 337,757 shares of common stock. -

On February 14, 2012, we entered into a $14,900 interest rate swap associated with the loan secured by a first mortgage on the Hasbro
Office Building located in Providence, Rhode Island. This swap bears interest at a fixed rate equal to thirty-day LIBOR plus 2.15%
per annum, and was effective on February 14, 2012 and matures on December 31, 2022. The swap effectively hedges the interest
payment under the hedged portion of the loan to a fixed rate equal to 4.25% per annum.

On February 20, 2012, we entered into a $14,750 loan secured by a first mortgage on The Corner located in Tucson, Arizona. This
loan bears interest at a fixed rate equal to 4.10% per annum, and matures on March 1, 2023.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk
Dollar amounts are stated in thousands.

Interest Rate Risk

We may be exposed to interest rate changes primarily as a result of long-term debt used to purchase properties or other real estate
assets, maintain liquidity and fund capital expenditures or operations. Including derivative financial instruments, we currently have
limited exposure to financial market risks through fixing our interest rates on all long-term debt as of December 31, 2012 except some
mortgages payable, the securities margin payable and the credit facility. As of December 31, 2012, we had outstanding debt, which is
subject to fixed interest rates and variable rates of $983,350 and $264,604, respectively, bearing interest at weighted average interest
rates equal to 4.68% per annum and 2.55% per annum, respectively, including the effect of interest rate hedging.

If market rates of interest on all non-hedged debt which is subject to variable rates as of December 31, 2012 permanently increased by
1% (100 basis points), the increase in interest expense on all debt would decrease future earnings and cash flows by approximately
$2,825 annually. If market rates of interest on all non-hedged debt which is subject to variable rates as of December 31, 2012
permanently decreased by 1% (100 basis points), the decrease in interest expense on all debt would increase future earnings and cash
flows by the same amount.

We use derivative financial instruments to hedge exposures to changes in interest rates on loans secured by our assets and investments
in commercial mortgage-backed securities. Derivative instruments may include interest rate swap contracts, 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 may differ from our currently anticipated hedging strategy. If we use
derivative financial instruments to hedge against interest rate fluctuations, we will be exposed to both credit risk and market risk.
Credit risk is the failure of the counterparty to perform under the terms of the derivative contract. If the fair value of a derivative
contract is positive, the counterparty will owe us, which creates credit risk for us because the counterparty may not perform. Market
risk 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
market risk associated with interest-rate contracts by establishing and monitoring parameters that limit the types and degree of market
risk that may be undertaken. There is no assurance we will be successful.

Our board has established policies and procedures regarding our use of derivative financial instruments for purposes of fixing or
capping floating interest rate debt if it qualifies as an effective hedge pursuant to U.S. GAAP for principal amounts up to $50,000 per
transaction.

Derivatives

The following table summarizes our interest rate swap contracts outstanding as of December 31, 2012:

Pay Fixed Receive Floating ~ Notional Fair Value as of
Date Entered Effective Date Maturity Date Rate Rate Index Amount  December 31, 2012

March 11, 2011 April 5,2011  November 5, 2015 501% lmonthLIBOR §$ 9350 $§ (489)

iNovelltilber 1 261 1 QOctober 21, 2016

* October 28, 2011

1 month LIBOR (387)

L May92012 )
June 13,2012 (1) June 10,2011 December 10, 2018 1 month LIBOR (5,428)

- huly24,20 LI )
October 1, 2012 April 1, 2014 March 29, 2019 1 month LIBOR (315)
 October 2,2012 R e
October 4, 2012 October 3, 2019 1 month LIBOR (109)

' ) Total $ 188222 $ (8,078)

1) Assumed at the time of acquisition of Walgreens NE Portfolio with a then fair value of ($5,219).
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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 price 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 table
below illustrates the impact of a ten percent increase and a ten percent decrease in the price of the equity and debt securities held by us
would have on the fair value of the securities as of December 31, 2012,

Fair Value " Fair Value
Assuming a Assuming a
Hypothetical 10% Hypothetical

Cost Fair Value Increase ‘ 10% Decrease
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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 (the
“Company”) as of December 31, 2012 and 2011, and the related consolidated statements of operations and other comprehensive
income, equity, and cash flows for each of the years in the three-year period ended December 31, 2012. In connection with our audits
of the consolidated financial statements, we have also audited the financial statement schedule I11. These consolidated financial
statements and financial statement schedule I1I are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these consolidated financial statements and financial statement schedule IIT based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
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 as
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, 2012 and 2011, and the results of their operations and
their cash flows for each of the years in the three-year period ended December 31, 2012, in conformity with U.S. generally accepted
accounting principles. Also in our opinion, the related financial statement schedule I1I, 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, Illinois
March 13, 2013
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC
Consolidated Balance Sheets
(Dollars in thousands, except per share amounts)

December 31,
Assets 2012 2011
Investment properties (note 3): A TR R R B ~ RS
Land $ 391,109 $ 170,459
“Building and improvements SRR R e ' 1,648,073 e 632,187
Constructlon in progress 2,637 69
L Total TR el L L T D SRR T 802,715
Less accumulated deprec:atlon (54,843) (20,044)
Net investment properties : G e - 1,986976 782,671
Cash and cash equxvalents . 36,299 60,254
Restricted cash and escrows (note 2) e e : 6,173 4580
Investment in marketable securities (note 6) 40,941 17,903
Investment in unconsblidated entities (notes 5 and 8) ' 249 cpn 232
Accounts and rents receivable (net of allowance of $1,159 and $643 respectlvely) 13,365 5,639
Acquired lease intangibles, net (note 2) S osAs12 131,456
Deferred costs, net 10,095 5,390
‘Other assets. .. o RS NG AR TR B = ' 14,913 291
Total assets $ 2i3935523 $ 1 50105386
Mortgages credit facility and securities margm payable (note 9) $ l 249 422 $ 464,956
Accrued offering expenses x G e AR L ) | |
Accounts payable and accrued expenses 7,068 2,717
Distributions payable - b i SRS o e TR e k) . 2,911
Accrued real estate taxes payable 4,903 2,684
Deferred investment property acquisition obligations (note 14) e Lo Emiminaounn 70580 T 725290
Other liabilities 21,527 6,553
Acquired below market lease intangibles; net (note 2) B e 50462 - 17,505
Due to related parties (note 8) 2,532 1,909
Tomd lmbilities” 000 0 s niMieRa S R e _ 1412325 524,736
Redeemable noncontrolling interests (note 10) ' B f ey : 47215 CREITRAL L
Equlty B &7 ) S : g R e SHTOWHIT R e Dyl
Preferred stock, $. 001 par value, 40,000,000 shares authorlzed none outstandlng - —

Common stock, $.001 par value, 2,460,000,000 shares authy 7
shares 1ssuedandoutstandmgasofl)ee&nber 31, 2012 and December 31, 2011,

Additional paid in capital, net of offering costs of $118,182 and $64,127 as of
December 31, 2012 and December 31, 2011, respectively 1,024,289 521,025

"Accumulated distributions and net loss' (38,067)
Accumulated other comprehenswe loss (1,763)
‘Total Company stockholders’ equity - =+ : Durdes s e 481,253
Noncontrolling interests = 4,397
Total equity , G 933,983 485,650
Total liabilities and equity $ 2,393,523 § 1,010,386

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
(Dollars in thousands, except per share amounts)

Years ended December 31,

2012 2011 2010

Rental income - $ 109835 $ 58,073 § 14,324
 Tenant recovery inc o 052 R
Other property income 2,448 1,663 592

Real estate taxes
Busmess management fee-related party (note 8) 1,500 1,000 603

Operat' g come

Realized gztin tloss) on sale of marketable securities 26 365 2)

Equity in income of unconsolidated entities

Net income (loss) attnbutabletocommon stockholders $ 2616 $ 2,279) $ (1,743)

91,146,154

42,105,681 13,671,936

Net income (loss) $ 2,866 $ 2,177) $ (1 647)
Unrealized gam (loss) on marketable secuntles 3,495 (269) 162
Umahudlassondenvatmes e e B e R O ’ (1,989 i

(Gain) loss reclassified into earmngs from other comprehensrve income on the sale of

marketable securities (26) (365) 2

Comprehensrve income (loss) attributable to common stockholders k $ 4,09 $ 4,206) $ (1,579)

See accompanying notes to consolidated financial statements.
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC.
Consolidated Statements of Equity

For the years ended December 31, 2012, 2011 and 2010
(Dollars in thousands)

Accumulated
Additional  Accumulated Other
Number of Common Paid-in Distributions Comprehensive Noncontrolling
Shares Stock Capital and Net Loss  Income (Loss) Interests Total
Balance at January 1, 2010 2,958,096 $ 3 8 23354 § (579 $ — 8 — $ 22,778

(8,203)

Distributions paid to noncontrolling interests ‘ 94)

PR

(1,647)
$ 218 1§ 7 T § BT 4402 Lprrry

o s,

30,049,567
1,542,941

Unrealized loss on marketable securities

Gain on sale of marketable securities reclassified
into earnings from other comprehensive loss — — — —
s Spcis s e LB A 1L
Balance at December 31, 2011 521,025 $ (38,067) $

— (365)
il ol @197
4397 $485,650
(54887
(2,720)

3
Distributions paid to noncontrolling interests

Net income (excluding income attributable to
bl trolling interests of $209) 2,616 41 2,657

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

Consolidated Statements of Cash Flows
(Dollars in thousands)

Years ended December 31,

2012 2011 2010

Net income (loss) , $ 2,866 $ ,177) $ (1,647)

28980 5,669

‘Purchase of investment properties (1,191,719)  (447,559)  (330,530)

ly?'jlrchasvé‘of marketable securities o ' ' (21,37/1) A(19,1~8)55) “ (5,714)

Resti‘ictéd CSCI'OWS

14,657 4,501

i Eﬁl miii 3

(54269)  (33,741)  (24,305)

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

Consolidated Statements of Cash Flows
(Dollars in thousands)
(continued)

Years ended December 31,

2012 2011 2010
Smlementaldiseimureoﬁd&ﬁow“‘ o , e B
In conjunction with the purchase of i mvestment propertles the Company acqulred
assets and assumed habllmes as follows
Land | s 87220650 $ 83,797 8 84162
Bulldmg and 1mprovements ﬂ l 014 ,650 . 400,305 222,028
Construction i inprogress B k) T e — o AT
Acquired in-place lease intangibles 150 915 59,168 58,585
Acquired above market lease intangibles 22,553 . 11,616 16,157
Acquired below market lease mtanglbles - (34,598) (9.816) (8,414)
ot -+ C92195) 0 (85,528) 1 (21,951)
Non-cash mortgage premium (445) (1,358) (280)
Tenant improvement payable : (1,597 Co(123) C26)
Deferred mvestment property aequlsmon obllgatlons (57 990) (24,753) (12,849)
” ferred in 15962 14679
( | 18) (327) —
L0236 2506) . (2.941)
266 2,800 758
SRIF L s ey
— 364 246
A L38Le . o 2560 o 134
(1,364) (1 090) (1,054)
@Sy 4a00)
$ LI9L719 § 447,559 $ 330,530
Supplemental schedule of non-cash investing and ﬁnancmg act1v1t1es
Distributions payable : $ 5831 %
Contributions from sponsor — forgiveness of debt $ — $

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

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

(1) Organization

Inland 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
Canada. The Company has entered into a Business Management Agreement (the “Agreement”) with Inland Diversified Business
Manager & Advisor, Inc. (the “Business Manager”), to be the Business Manager to the Company. The Business Manager is a related
party to our sponsor, Inland Real Estate Investment Corporation (the “Sponsor”). In addition, Inland Diversified Real Estate Services
LLC, Inland Diversified Asset Services LLC, Inland Diversified Leasing Services LLC and Inland Diversified Development Services
LLC, which are indirectly controlled by the four principals of The Inland Group, Inc. (collectively, the “Real Estate Managers™), serve
as the Company’s real estate managers. The Company was authorized to sell up to 500,000,000 shares of common stock (“Shares”) at
$10.00 each in its "best efforts" offering which commenced on August 24, 2009 and up to 50,000,000 shares at $9.50 each issuable
pursuant to the Company’s distribution reinvestment plan (“DRP”). The "best efforts" portion of the offering was completed on
August 23, 2012.

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

The Company allows stockholders to purchase additional shares from the Company by automatically reinvesting distributions through
the DRP, subject to certain share ownership restrictions. Such purchases under the DRP are not subject to any selling commissions,
and are made at a price of $9.50 per share.

The Company is authorized to repurchase shares under the share repurchase program, as amended (“SRP”), if requested, subject to,
among other conditions, funds being available. In any given calendar month, proceeds used for the SRP for ordinary repurchases
cannot exceed the proceeds from the DRP, for that month. In addition, the Company will limit the number of ordinary shares
repurchased during any calendar year to 5% of the number of shares of common stock outstanding on December 31% of the previous
year. However in the case of repurchases made upon the death of a stockholder known as exceptional repurchases, the Company is
authorized to use any funds to complete the repurchase, and neither the limit regarding funds available from the DRP nor the 5% limit
will apply. The SRP will be terminated if the Company’s shares become listed for trading on a national securities exchange. In
addition, the Company’s board of directors, in its sole direction, may amend, suspend or terminate the SRP.

At December 31, 2012, the Company owned 133 retail properties, four office properties and two industrial properties collectively
totaling 12.4 million square feet and two multi-family properties totaling 444 units. As of December 31, 2012, the portfolio had a
weighted average physical occupancy and economic occupancy of 95.7% and 97.7%, respectively. Economic occupancy excludes
square footage associated with an earnout component. At the time that we acquired certain properties, the purchase agreement
contained an earnout component to the purchase price, meaning the Company did not pay a portion of the purchase price at closing
related to certain vacant spaces, although it owns the entire property. The Company is not obligated to settle this contingent purchase
price unless the seller obtains leases for the vacant space within the time limits and parameters set forth in the applicable acquisition
agreement (note 14).

(2) Summary of Significant Accounting Policies

General

The accompanying consolidated financial statements have been prepared in accordance with U.S. GAAP and require management to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses during the reporting
periods. Actual results could differ from those estimates.

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

Information with respect to square footage, units and occupancy is unaudited.

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.
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Each property is owned by a separate legal entity which maintains its own books and financial records and each entity’s assets are not
available to satisfy the liabilities of other affiliated entities, except as otherwise disclosed in notes 9 and 14.

The Company consolidates the operations of a joint venture if it determines that it's either the primary beneficiary of a variable interest
entity (“VIE”) or has 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 the
Company consolidates an entity, the assets, liabilities and results of operations will be included in the consolidated financial
statements.

In instances where the Company is not the primary beneficiary of a variable interest entity or it does not control the joint venture, the
Company uses the equity method of accounting. Under the equity method, the operations of a joint venture are not consolidated with
the Company's operations but instead its share of operations would be reflected as equity in income of unconsolidated entities on the
consolidated statements of operations and other comprehensive income. Additionally, the Company's investment in the entities is
reflected as investment in unconsolidated entities on the consolidated balance sheets.

Offering and Organizational Costs

Costs associated with our "best efforts" offering were deferred and charged against the gross proceeds of the "best efforts" 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 $0 and $1,657 as of December 31, 2012 and December 31, 2011, respectively, relating to shares of the
Company to be purchased by such investors, which settlement has not occurred as of the balance sheet date. Restricted escrows of
$6,173 and $2,893 as of December 31, 2012 and December 31, 2011, respectively, primarily consist of cash held 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 14).

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. If the Company concludes it is not the owner, for
accounting purposes, of the tenant improvements (the lessee is the owner), then the leased asset is the unimproved space and any
tenant improvement allowances funded by the Company 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 the lessee takes
possession of the unimproved space for the lessee to construct their own improvements. The Company considers a number of different
factors to evaluate whether it or the lessee is the owner of the tenant improvements for accounting purposes. The determination 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
included as a component of accounts and rents receivable in the accompanying consolidated balance sheets. 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

63



INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Dollars in thousands, except per share amounts)

lease. The Company periodically reviews the collectability of outstanding receivables. Allowances are taken for those balances that the
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
applicable expenses are incurred. The Company makes certain assumptions and judgments in estimating the reimbursements at the end
of 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
been met, the tenant is no longer occupying the property and amounts due are considered collectible. Upon early lease termination, the
Company 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
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.

Transactional 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 and 5-15 years for furniture, fixtures and equipment and site improvements.

Tenant improvements are amortized on a straight-line basis over the shorter of the life of the asset or the term of the related lease as a
component of depreciation and amortization expense. Leasing fees are amortized on a straight-line basis over the term 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 term 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.

Depreciation expense was $34,799, $16,715 and $3,312 for the years ended December 31, 2012, 2011 and 2010 respectively.

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 it believes 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 14). 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.

Certain of the Company’s properties included earnout components to the purchase price, meaning the Company did not 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
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settle the contingent portion of the purchase prices unless space which was vacant at the time of acquisition is later leased by the seller
within the time limits and parameters set forth in the related acquisition agreements. The earnout payments are based on a
predetermined formula applied to rental income received. The earnout agreements have a limited obligation period ranging from one
to three years from the date of acquisition. If at the end of the time period certain space has not been leased, occupied and rent
producing, the Company will have no further obligation to pay additional purchase price consideration and will retain ownership of
that entire property. Based on its best estimate, the Company has recorded a liability for the potential future earnout payments using
estimated fair value at the date of acquisition using Level 3 inputs including lease-up periods ranging from one to three years, market
rents ranging from $9.60 to $45.00, probability of occupancy ranging from 75% to 100% based on leasing activity and discount rates,
generally 10%. The Company has recorded these earnout amounts as additional purchase price of the related properties and as a
liability included in deferred investment property acquisition obligations on the accompanying consolidated balance sheets. The
liability increases as the anticipated payment date draws near based on a present value; such increases in the liability are recorded as
amortization expense on the accompanying consolidated statements of operations and other comprehensive income. The Company
records changes in the underlying liability assumptions to acquisition related costs on the accompanying consolidated statements of
operations and other comprehensive income.

The portion of the purchase price allocated to acquired above market lease value and acquired below market lease value are amortized
on a straight-line basis over the term of the related lease as an adjustment to rental income. For below-market lease values, the
amortization period includes any renewal periods with fixed rate renewals. Amortization pertaining to the above market lease value of
$4,496, $3,000 and $705 was recorded as a reduction to rental income for the years ended December 31, 2012, 2011 and 2010,
respectively. Amortization pertaining to the below market lease value of $1,641, $985 and $249 was recorded as an increase to rental
income for the years ended December 31, 2012, 2011 and 2010, respectively.

The portion of the purchase price allocated to acquired in-place lease value is amortized on a straight-line basis over the acquired
leases’ weighted-average remaining term. The Company incurred amortization expense pertaining to acquired in-place lease
intangibles of $15,916, $10,107 and $2,302 for the years ended December 31, 2012, 2011 and 2010, respectively. The portion of the
purchase price allocated to customer relationship value is amortized on a straight-line basis over the weighted-average remaining lease
term. As of December 31, 2012, no amount has been allocated to customer relationship value.

The following table summarizes the Company’s identified intangible assets and liabilities as of December 31, 2012 and 2011.

December 31,
2012 2011

$ 269615 $ 119,287
Coem o mse
(34,684) (15,394)
J;,:;, il 3234’512 g "'5};31’34’56’

Accumulated amortization

e s s
(2,779) (1,152)

_ 50462 § 17,505

As of December 31, 2012, the weighted average amortization periods for acquired in-place lease, above market lease and below
market lease intangibles are 13, 11 and 23 years, respectively.
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Estimated amortization of the respective intangible lease assets and liabilities as of December 31, 2012 for each of the five succeeding
years is as follows:
In-place leases

25

2043

SR RS

014 b e Tl i 2

5,379
2015 iy i RN e s e i i ({,35$0653'
2016 24,543
3017 2 hets e S i e i 23’5%

Thereafter

j 118,084

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 analysis could impact
these assumptions and result in future impairment charges of the real estate properties.

During the years ended December 31, 2012, 2011 and 2010, the Company incurred no impairment charges.

Impairment of Marketable Securities

The Company assesses the investments in marketable securities for impairment. 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 1 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;
« the estimated net asset value (“NAV”) of the companies it invests 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 duration of the decline in the value of

the securities

During the years ended December 31, 2012, 2011 and 2010, the Company incurred no other-than-temporary impairment charges.
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Redeemable Noncontrolling Interests

Certain of the Company's consolidated joint ventures have issued units to noncontrolling interest holders that are redeemable at the
noncontrolling interest holder's option for cash or into the Company's common shares at the Company's option. If the noncontrolling
interest holder seeks redemption of its units for the Company's shares, the joint ventures may redeem the units through issuance of
common shares by the Company or through cash settlement at the redemption price. The redemption is at the option of the holder after
passage of time or upon the occurrence of an event that is not solely within the control of the joint ventures. Because redemption of
the noncontrolling interests is outside of the applicable joint venture's control, the interests are presented on the consolidated balance
sheets outside of permanent equity as redeemable noncontrolling interests. None of the noncontrolling interests are currently
redeemable, but it is probable that the noncontrolling interests will become redeemable. Based on such probability, the Company
measures and records the noncontrolling interests at their maximum redemption amount at each balance sheet date. Any adjustments
to the carrying amount of the redeemable noncontrolling interests for changes in the maximum redemption amount are recorded to
additional paid in capital in the period of the change (see note 10).

At issuance, the fair value of the redeemable noncontrolling interests were estimated by applying the income approach, which
included significant inputs that are not observable (Level 3), including discount rates and redemption values.

REIT Status

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

Derivatives

The Company uses derivative instruments, such as interest rate swaps, primarily to manage exposure to interest rate risks inherent in
variable rate debt. The Company may also enter into forward starting swaps or treasury lock agreements to set the effective interest
rate on a planned fixed-rate financing. The Company’s interest rate swaps involve the receipt of variable-rate amounts from a
counterparty in exchange for the Company making fixed-rate payments over the life of the agreements without exchange of the
underlying notional amount. In a forward starting swap or treasury lock agreement that the Company cash settles in anticipation of a
fixed rate financing or refinancing, the Company will receive or pay an amount equal to the present value of future cash flow
payments based on the difference between the contract rate and market rate on the settlement date. The Company does not use
derivatives for trading or speculative purposes and currently does not have any derivatives that are not designated as hedging
instruments under the accounting requirements for derivatives and hedging.

(3) Acquisitions in 2012

Property Square Footage/ A%%rg}(g?: te
Date Acquired Property Name Location Segment Units Price
1/5/2012 Dollar General Market Port St. Joe, FL Retail 20,707 $

w2 (1) Akoa, TN
31902012 y ‘Buffalo, NY
3012 s ‘Branson Hi  Branson, MO
3/232012 Shoppes at Hawk Ridge A 4Lake St. Louis, MO

31282012 ‘Bayonne Crossing (1) ~ Bayomne,NJ

2ndQuarter
4/3/2012 Eastside Junction
T T T R A S *
. 43012012 Shops at Julington Creek
5/3/2012 Dollar General Store

Athens, GA
Lillian, AL
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Approximate
. . Property Square Footage/  "pyrchase
Date Acquired Property Name Location Segment Units Price
5/3/2012 Clanton, AL Retail 10,566 1,216

Dollar General Store

Dollar General Store

East Windsor, NJ Office 65,552

5/23/2012 Elementis Worldwide Global HQ

Retail 128,000 24,986

6/12/2012  South Elgin Commons Elgin, IL

6/18/2012  Saxon Crossing Orange City, FL Retail 119,894 20,730

3rd Quarter

7/3/2012 Do]lar General Store

7/19/2012 ‘Virginia Convenience Store Portfolio - 5 Pfoperties Vérlous VA

e et 3
8/1/2012 BJ's at Richie Station Capital Heights, MD Retail 117,875 32,400

8/7/2012 Shops at Moore ’ k Moore OK 259,903 38',7M5k0

Shoppes at Branson Hills (2) Branson MO

8/15/2012

Centre Point Commons

8/28/2012 Bradenton, FL Retail

155,324

813112012 vDoKllar Ge;oml)Poﬁfolio 15 properties

19/13/2012 Pathmark Portfollo 3 properties

9/27/2012 onar General Store: 9,100 1,106
Retail/Multi- 365.905 and
9282012 City Center (1) White Plains, NY family %4 Units 145,919

395,539

10/3/2012 Crossing at Kllllngly Commons 6))

Resaca, GA Retail 20,707 3,270

Dollai' General Market

11/1/2012 Landings at Ocean Isle Beach Ocean Isle Beach, NC

11/2/2012 Umversnty Town Center Phase II (1) Norman OK

Canton, Ms Retail 20707 37361

P

11212012 Dollar General Market

Cannery Corner Las Vegas, NV Retail 44,472 17,570
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Property Square Footage/ A%r:lrr%ig: te
Date Acquired Property Name Location Segment Units Price
12083012 Cententdl Center (1) . LesVegas, NV Retail 857,831 128,748
12/28/2012 Centennial Gateway (1) ' Las Vegas, NV Retail 193,009 48,905
12/28/2012 Hendeisoﬁ;Nv '
npsR0 e

q
Total "and 144 Umts $ 1,314,075

(1)  There is an earnout component associated with this acquisition that is not included in the approximate purchase price (note 14).
(2) The Company closed on different buildings on March 9, 2012 and August 15, 2012 but this is considered one property.

(3)  This acquisition is currently under development and included in construction in progress on the consolidated balance sheet, and
is not included in the Company's property count.

On December 28, 2012, the Company purchased all the noncontrolling interest ownership in the Temple Terrace joint venture for
$3,630. The Company recorded $1,912 as an adjustment to additional paid-in capital on the consolidated balance sheet related to this
transaction.

During the year ended December 31, 2012, the Company acquired through its wholly owned subsidiaries, the properties listed above
for an aggregate purchase price of $1,314,075. The Company financed these acquisitions with net proceeds from the "best efforts"
offering, proceeds from our DRP and through the borrowing of $624,340, debt assumption of $92,195 secured by first mortgages on
the properties and borrowing $73,500 on the line of credit.

The Company incurred $5,019, $2,648 and $1,953 for the years ended December 31, 2012, 2011 and 2010, respectively, of
acquisition, dead deal and transaction related costs that were recorded in acquisition related costs in the consolidated statements of
operations and other comprehensive income and relate to both closed and potential transactions. These costs include third party due
diligence costs such as appraisals, environmental studies, and legal fees as well as time and travel expense reimbursements to the
Sponsor and its affiliates. The Company does not pay acquisition fees to its Business Manager or its affiliates.

For properties acquired during the year ended December 31, 2012, the Company recorded revenue of $39,664 and property net income
of $4,763 not including expensed acquisition related costs.

The following table presents certain additional information regarding the Company’s acquisitions during the year ended December 31,
2012. The amounts recognized for major assets acquired and liabilities assumed as of the acquisition date:

Deferred
Acquired Investment
Below Property
Market Acquisition
Buildingand  Acquired Lease Lease Obligations

Property Name Land Improvements Intangibles Intangibles (note 14)

Hamilton Crossing
Dollar General — Biffals e R %
Shoppes at Branson Hills (1) 8,247 27,366 7,080 3,424 857

Bayorme Crossmg 1 B A ‘ 3,212
Bisiide Jinttion s S g i
Shops at Julington Creek
‘Dollar General Store - Lillian . .
Dollar General Market - Slocomb
Dollar General Store - Clanton
Bank Branch Portfolio - 9 properties
Dollar General Store < Magbury ;15 r haisivoe 1o

Dollar General Store - Gilbertown
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Deferred
Acquired Investment
Below Property
Market Acquisition
Buildingand  Acquired Lease Lease Obligations

Intangibles Intanglbles (note 14)

Land Improvements

19,243

20 4t
ollar c:neral Store - Enterp -

Siemens Gas Turbme Service Divisign

FedEx 'DiSMbutiéggbépters 1 ’

Dollar General Market - Candler

ol G

C1ty Centef @)
Mﬂmsquam

Crossm at K1111n ly Commons (5)

Dollar General Market - Canton 629 2,329 403
Cannery Comer 33 10,557 3,628 — —
Centennial Gateway (6)

Eastgate (6) 3,794 19,775 3279 293 B

To $ 220,650 $ 1,014,650 § 173,468 $ 345598 $ 57!990‘

(1)  The Company closed on different buildings on March 9, 2012 and August 15, 2012 but this is considered one property.

(2) The Company assumed mortgages payable and an interest rate swap agreement associated with the acquisition of these
properties (note 9).
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(3)  This acquisition includes the issuance of redeemable noncontrolling interests in a consolidated joint venture (note 10) to the
seller with a fair value of $1,416 as of the acquisition date.

(4)  This acquisition includes the issuance of redeemable noncontrolling interests in a consolidated joint venture (note 10) to the
seller with a fair value of $6,092 as of the acquisition date. Additionally at the time of acquisition, the Company received a
$10,000 note receivable, and subsequently increased to $11,000, from the redeemable noncontrolling interest holder at an
interest rate of 6.00% per annum that matures on May 31, 2013. The redeemable noncontrolling interest holder has pledged its
redeemable noncontrolling interests as collateral to this note receivable. The Company recorded this note receivable in other
assets on the accompanying consolidated balance sheets.

(5)  This acquisition includes the issuance of redeemable noncontrolling interests in a consolidated joint venture (note 10) to the
seller with a fair value of $9,608 as of the acquisition date and assumed a mortgage payable (note 9).

(6)  The acquisition of this portfolio of properties includes the issuance of redeemable noncontrolling interests in a consolidated
joint venture (note 10) to the seller with a fair value of $30,000 as of the acquisition date.

The following table presents certain additional information regarding the Company’s acquisitions during the year ended December 31,
2011. The amounts recognized for major assets acquired and liabilities assumed as of the acquisition date:

Deferred

Acquired Investment

Below Property

Acquired Market Acquisition

Building and . Lease Lease Obligations

Property Name Land Improvements Intangibles Intangibles (note 14)
: S ToH T ’i},849$» "3“'1,452 $ ““"
359 —
LM 6935,
472 2,379
1,147 —
373 —
850 1,703
194 —
Draper Peaks (2) : 80 1,531 4,407
Fairgrounds Crossing : 772 —
Mullins Crossing(3) 5683 30264 1,757 1,723
‘ 238 —
25 —

201 —

(1) The Company assumed a mortgage loan from the seller at the time of acquisition of $39,390 and recorded a mortgage
premium of $1,588.
(2) The Company assumed a mortgage loan from the seller at the time of acquisition of $23,905.

(3) The Company assumed a mortgage loan from the seller at the time of acquisition of $22,233 and recorded a mortgage discount
of $230.

During the year ended December 31, 2011, the Company acquired through its wholly owned subsidiaries, the properties listed above
for an aggregate purchase price of $520,759. The Company financed these acquisitions with net proceeds from the "best efforts"
offering, proceeds from our DRP and through the borrowing of $240,951, debt assumption of $85,528 secured by first mortgages on
the properties and borrowing $48,000 on the line of credit.
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For properties acquired during the year ended December 31, 2011, the Company recorded revenue of $29,418 and property net income
of $835 not including expensed acquisition related costs.

The following condensed pro forma consolidated financial statements for the year ended December 31, 2012 include pro forma
adjustments related to the acquisitions and financings during 2012 considered material to the consolidated financial statements which
were Palm Coast Landing, Bayonne Crossing, Shoppes at Branson Hills, Walgreens NE Portfolio, Saxon Crossing, South Elgin
Commons, FedEx Distribution Centers, BJ's at Richie Station, Shops at Moore, Centre Point Commons, Pathmark Portfolio, City
Center, Miramar Square, Crossings at Killingly Commons, The Corner, University Town Center Phase II, Cannery Corner, Centennial
Center, Centennial Gateway, Eastern Beltway, Eastgate and Lowe's Plaza, which are presented assuming the acquisitions had been
consummated as of January 1, 2011.

The condensed pro forma consolidated financial statements for the year ended December 31, 2011 include pro forma adjustments
related to the acquisitions during 2012 and 2011 considered material to the consolidated financial statements which were Northcrest
Shopping Center, Prattville Town Center, Landstown Commons, University Town Center, Perimeter Woods, Draper Peaks, Shoppes at
Prairie Ridge, Fairgrounds Crossing, Mullins Crossing, Palm Coast Landing, Shoppes at Branson Hills, Walgreens NE Portfolio,
Saxon Crossing, South Elgin Commons, FedEx Distribution Centers, BJ's at Richie Station, Shops at Moore, Centre Point Commons,
Pathmark Portfolio, City Center, Miramar Square, Crossings at Killingly Commons, The Corner, University Town Center Phase II,
Cannery Corner, Centennial Center, Centennial Gateway, Eastern Beltway, Eastgate and Lowe's Plaza. Bayonne Crossing was a
developmental property that was not stabilized until late 2011. For the year ended December 31, 2011 for pro forma disclosure
purposes, this property is not considered material since it had minimal operations and no pro forma adjustments were made for
Bayonne Crossing. The 2011 acquisitions are presented assuming the acquisitions had been consummated as of January 1, 2010.

On a pro forma basis, the Company assumes the common shares outstanding as of December 31, 2012 were outstanding as of January
1, 2011. 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 2012 and 2011 acquisitions had been consummated as of January 1, 2011 and 2010,
respectively, nor does it purport to represent the results of operations for future periods.

For the year ended December 31, 2012

Pro Forma As Adjusted
Historical Adjustments (unaudited)

Net income (loss) attributable to common stockholders $ 2,616 $ (5,306) $ (2,690)

Net income attributable to common stockholders per common share,

basic and diluted $ 0.03 $ (0.02)
diluted ok
For the year ended December 31, 2011
Pro Forma
Adjustments As Adjusted
Historical (unaudited) (unaudited)

Net loss attributable to common stockho ders

Net li;és éttribﬁtablé to common stockholders perﬂcommon share,
basic and diluted , (0.05) $ (0.10)
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(4) Operating Leases

Minimum lease payments to be received under operating leases including ground leases, and excluding multi-family units (lease terms
of twelve-months or less), as of December 31, 2012 for the years indicated, assuming no expiring leases are renewed, are as follows:

Minimum Lease
Payments

Thereafter 1,206,336

Tot

The remaining lease terms range from less than one year to 73 years. Most of the revenue from the Company’s properties consists of
rents received under long-term operating leases. Some leases require the tenant to pay fixed base rent paid monthly in advance, and to
reimburse the Company for the tenant’s pro rata share of certain operating expenses including real estate taxes, special assessments,
insurance, utilities, common area maintenance, management fees, and certain building repairs paid by the Company and recoverable
under the terms of the lease. Under these leases, the Company pays all expenses and is reimbursed by the tenant for the tenant’s pro
rata share of recoverable expenses paid. Certain other tenants are subject to net leases which provide that the tenant is responsible for
fixed base rent as well as all costs and expenses associated with occupancy. Under net leases where all expenses are paid directly by
the tenant rather than the landlord, such expenses are not included in the consolidated statements of operations and other
comprehensive income. Under leases where all expenses are paid by the Company, subject to reimbursement by the tenant, the
expenses are included within property operating expenses and reimbursements are included in tenant recovery income on the
consolidated statements of operations and other comprehensive income.

(5) Unconsolidated Joint Venture

The Company is a member of a limited liability company formed as an insurance association captive (the “Insurance Captive”), which
is owned in equal proportions by the Company and three other REITs sponsored by the Company’s Sponsor, Inland Real Estate
Corporation, Retail Properties of America, Inc., and Inland American Real Estate Trust, Inc. and serviced by an affiliate of the
Business Manager, Inland Risk and Insurance Management Services Inc. The Insurance Captive was formed to initially insure/
reimburse the members’ deductible obligations for the first $100 of property insurance and $100 of general liability insurance. The
Company entered into the Insurance Captive to stabilize its insurance costs, manage its exposures and recoup expenses through the
functions of the captive program. This entity is considered to be a variable interest entity (VIE) as defined in U.S. GAAP and the
Company is not considered to be the primary beneficiary. Therefore, this investment is accounted for utilizing the equity method of
accounting. The Company's risk of loss is limited to its investment and is not required to fund additional capital to the entity.

Investment at
Joint Venture Description Ownership % December 31, 2012 December 31, 2011
i 5 i "

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. The Company was allocated income of $17, $105 and $1 for the years ended December 31, 2012, 2011
and 2010, respectively.

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

Investment in marketable securities of $40,941 and $17,903 at December 31, 2012 and 2011, respectively, consists of primarily
preferred and common stock and corporate bond investments in other publicly traded REITs which are classified as available-for-sale
securities and recorded at fair value. The cost basis of the Company's investment in marketable securities was $37,943 and $18,373 at
December 31, 2012 and 2011, respectively.

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. The Company has recorded a net unrealized gain (loss) of $2,999 and $(470) on the
accompanying consolidated balance sheet as of December 31, 2012 and 2011, respectively. The Company had net unrealized gains
(losses) of $3,495, $(269) and $162 for the years ended December 31, 2012, 2011 and 2010, respectively, which have been recorded as
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 or first-in, first-
out basis. For the years ended December 31, 2012, 2011 and 2010, the Company had realized gains (losses) of $26, $365 and $(2),
respectively which has been recorded as realized gain (loss) on sale of marketable 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 financial instruments is the amount at which the instrument could be exchanged in a current transaction between
willing parties, other than in a forced sale or liquidation. The carrying amounts reflected in the accompanying consolidated balance
sheets for 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 approximates their fair values at December 31, 2012 and 2011 due to the
short maturity of these instruments.

All financial assets and liabilities are recognized or disclosed at fair value using a fair value hierarchy as described in note 2 — “Fair
Value Measurements.”

The following table presents the Company’s assets and liabilities, measured at fair value on a recurring basis, and related valuation
inputs within the fair value hierarchy utilized to measure fair value as of December 31, 2012 and 2011:

Level 1 Level 2 Level 3 Total

$ 31231

Asset mvestment m marketable secunt'es
Liability - i es
December 31, 2011

$ 9710 $

Liébl 1ty-iteresf rate swap $ — $ 12938 — § 1293

The valuation techniques used to measure fair value of the investment in marketable securities above was quoted prices from national
stock exchanges and quoted prices from third party brokers for similar assets (note 6). The Company performs certain validation
procedures such as verifying changes in security prices from one period to the next and verifying ending security prices on a test basis.

The valuation techniques used to measure the fair value of the interest rate swaps above in which the counterparties have high credit
ratings, were derived from pricing models provided by a third party, such as discounted cash flow techniques, with all significant
inputs derived from or corroborated by observable market data. The Company verifies the ending values provided by the third party to
the values received on the counterparties' statements for reasonableness. The Company’s discounted cash flow techniques use
observable market inputs, such as LIBOR-based yield curves.
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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. The carrying value of
the Company’s mortgage debt was $1,158,051 and $463,663 at December 31, 2012 and 2011, respectively, and its estimated fair value
was $1,189,621 and $470,569 as of December 31, 2012 and 2011, respectively. The Company’s carrying amount of variable rate
borrowings on the credit facility and securities margin payable approximates their fair values at December 31, 2012 and 2011.

(8) Transactions with Related Parties

The Company has an investment in an insurance captive entity with other REITs sponsored by our Sponsor. The entity is included in
the Company’s disclosure of Unconsolidated Joint Venture (note 5) and is included in investment in unconsolidated entities on the
accompanying consolidated balance sheets.

As of December 31, 2012 and 2011, the Company owed a total of $2,532 and $1,909, 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 related
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.

At December 31, 2012 and 2011, the Company held $629 and $571, respectively, in shares of common stock in Inland Real Estate
Corporation, which are classified as available-for-sale securities and recorded at fair value.

The Company has 1,000 shares of common stock in the Inland Real Estate Group of Companies with a recorded value of $1 at
December 31, 2012 and 2011, which are accounted for under the cost method and included in investment in unconsolidated entities on
the accompanying consolidated balance sheets.

The following table summarizes the Company’s related party transactions for years ended December 31, 2012, 2011 and 2010.

For the year ended December 31, Unpaid amounts as of

December 31, December 31,
2012 2011 2010 2012 2011

General and administrative reimbursement (@ $ 1,000 $ 793 $ 570 § 335 $ 730
Discounf on shares issued to affiliates (c) 294 55 83 | — —
SRR s - B

Total general and administrative to related

parties $ 1850 §$ 1052 $ 707 § 361 § 743

Acquisition related costs (g) 2,048 961 568 348 316

Business management fee

Cost reimbursements k) — 75 113 — —

Sponsor contributions to pay dividends (1) 1,500 2,889 — —
(a) 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.

(b)  A-related party of the Business Manager provides loan servicing to the Company for an annual fee equal to .03% of the first
$1,000 of serviced loans and .01% for serviced loans over $1,000. 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.
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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 294,331, 55,203 and
83,239 shares to related parties for the years ended December 31, 2012, 2011 and 2010, respectively.

The Company pays a related party of the Business Manager to purchase and monitor its investment in marketable securities.

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 (paid)
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
(paid) as a marketing contribution, in an amount not to exceed 1.5% of the gross offering proceeds. The Company does not pay
selling commissions or the marketing contribution or reimburse issuer costs in connection with shares of common stock issued
through the distribution reinvestment plan. Such costs are offset against the stockholders’ equity accounts.

As of December 31, 2012, the Company had incurred $118,182 of offering costs, including $13,558 of issuer costs. Of the
$118,182, $107,497 was paid or accrued to related parties, the majority of which was then reallowed (paid) to third party
soliciting dealers. Pursuant to the terms of the "best efforts" offering, issuer costs may not exceed 1.5% of the gross offering
proceeds over the life of the "best efforts" offering. In addition, the Business Manager has agreed to reimburse the Company all
organization and offering expenses (including issuer costs, selling commissions and the marketing contribution) which together
exceed 11.5% of gross offering proceeds over the life of the "best efforts" offering. These costs did not exceed these limitations
upon completion of the "best efforts" offering.

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.
Such costs are included in acquisition related costs in the accompanying consolidated statements of operations and other
comprehensive income. The Company does not pay acquisition fees to its Business Manager or its affiliates.

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.

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 business management agreement),
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
0.1875% 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 0.1625% 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
deferred, without interest, to be paid at a later point in time. This obligation to pay the deferred fee terminates if the
Company acquires the Business Manager. For the year ended December 31, 2012, the Business Manager was entitled to a
business management fee in the amount equal to $9,195 of which $7,695 was permanently waived.
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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.

(5))  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.

(k) 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.

() Asof December 31, 2012, the Company owed $724 to our Sponsor related to advances used to pay administrative and offering
costs prior to the commencement of the "best efforts" offering. These amounts are included in due to related parties on the
accompanying consolidated balance sheets. On March 10, 2011, our Sponsor forgave $1,500 in liabilities related to non-interest
bearing advances that were previously funded to the Company to cover a portion of distributions paid related to the three months
ended December 31, 2010. For U.S. GAAP purposes, this forgiveness of debt was treated as a capital contribution from our
Sponsor who has not received, and will not receive, any additional shares of our common stock for making this contribution. No
additional contributions were made during the year ended December 31, 2012.

The Company may pay additional types of compensation to affiliates of the Sponsor in the future, including the Business Manager and
our Real Estate Managers and their respective affiliates; however, we did not pay any other types of compensation for the years ended
December 31, 2012, 2011 and 2010.

The Company had a bank account with Inland Bank and Trust, a subsidiary of Inland Bancorp, Inc., an affiliate of The Inland Real
Estate Group, Inc. which was closed on November 28, 2012. As of December 31, 2011, the Company had deposited cash of $3,171 in
Inland Bank and Trust.

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

As of December 31, 2012, the Company had the following mortgages payable outstanding:

Principal Balance at

Maturity Stated Interest Rate Per December 31, 2012

Date Property Name Annum (a) Notes
0982022 City Cemter | T T DalyLIBOR+245% S 1 87000 7(B)
01/06/2023  Centennial Center 383%
09/25/2013 f;i:andstown Commons = b Dazlrmmzzs% 150,140 ‘
12/10/2018  Walgreens NE Portfolio - 9 propertles 30-Day LIBOR +2.20% 49391  (d), (¢)
04/01/2022 '»BayonneCrossing =~ 4 . 408% : 0 i
01/01/2023 Centennial Gateway and Eastgate o 3,81%V
01/06/2023 Eastern Beltway Sy T L 38888
09/01/2018  Perimeter Woods 6.02%
11/01/2017 . “Crossing at Killingly Commons .+ - = 30-Day LIBOR +2.75%
12/31/2022 Miramar Square 4.16%
06/01/2015 &f’FMLanding&t'fmdmen SRR T s 425% :

10/06/2037  Pathmark Portfolio - 3 propertles
10/01/2015 Draper Peaks
06/01/2015 Regal Court
03/01/2022  Palm Coast Landing
09/06/2016  Mullins Crossing
09/01/2022 “Shops at Moore el
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Principal Balance at

Maturity Stated Interest Rate Per December 31, 2012
Date Property Name Annum (a) Notes
10/03/2019  FedEx Distribution Centers 30-Day LIBOR + 1.85% 21,615 G)
06/01/2021 University Town Center ‘ 5.48% 18,690
01/01/2018 . Colonial Square Tow ; " e oo g
08/06/2037  BJ's at Richie Station 4.60% 17,820
05/01/2021 - Prattville Town Center : 15,93

05/01/2021  Northcrest Shopping Center
0771012017 Hiami

30-Day LIBOR + 2.35%

12/20/2017 Wheatland 'i"dwn Center

10/01/2022 'C*éﬁt}éipbiﬁt c;;,;;;m;s‘ . 434% 14,410
10/06/202t * Fairgrounds Crossing’ ' RN FESR GO S e b
06/22/2016 Shoppes at Prairie Rldge 30-Day LIBOR + 2.50% 13359 (o)

09/01/2019  One Webster
07/01/2022  Saxon Crossin
10/01/2017 The Cr
10/21/2016  Fox Point
09/01,
10/01/2020 Slemens Bulldmg

08/01/2022 S : ‘
12/01/2026

06/01/2015
07/23/2017 30 Day LIBOR +2.20%
11/05/2015 BOR +2.75%

06/01/2021

07/01/2021 Sllver Spnngs | 5.03% | 8,800

04/01/2021  Lima Marketplace

@

Publix Shopping Center
06/01/2017 Pleasant Hill Commons

11/11/2017  Shoppes at Branson Hills 5.95% ‘ 6,693 (k)

Eastside Junction

06/01/2022

11/01/2024  Dollar General Pool II - 9 properties 4.65% 5830 (V)

11/01/2024  Dollar General Pool I - 8 properties 0 W)
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Principal Balance at

Maturity Stated Interest Rate Per December 31, 2012
Date Property Name Annum (a) Notes
07/01/2021  Walgreens — Lake Mary Plaza 5.10% 5,080
09, 020 ? 3 Ridge : ‘ 15,9(}(1g(q) :

04/12/2017 Shoppes at Hawk Ridge (x)
11/0B/2017 Dl Geterl Portolo 4 ®
09/01/2022  Shops at Julington Creek

07/01/2021 algreens Plaza @
06/01/2041 ' Pick N Save Grocery Store =~ 5 ;
07/01/2021  Walgreens — Heritage Square 5.10% 4,460
95/@?1294 . ry.§ ] 543% COE bR A s b 3,480 1
05/11/2016 Shoppes at Branson Hills 5.78% 3,090 k)

(a)  Principal balance does not include net mortgage premium, of $1,468 associated with debt assumed at acquisition, net of
accumulated amortization as of December 31, 2012. ‘

(b)  The loan bears interest at a rate equal to daily LIBOR plus 2.45% (2.66% as of December 31, 2012). On October 1, 2012, the
Company entered into a forward interest rate swap related to this loan. See details relating to this forward swap in the interest
rate swap agreements section below. The Company has provided a partial guarantee on this loan making it recourse for $9,000
of the unpaid principal and 100% of unpaid interest.

(c)  The loan bears interest at a rate equal to daily LIBOR plus 2.25% (2.46% as of December 31, 2012). The Company extended
the loan until September 25, 2013 on March 14, 2012. The Company plans to refinance to a new loan when the loan matures.
There is no reasonable assurance that the Company will be able to refinance before the loan maturity date. The Company has
provided a partial guarantee on this loan making it recourse for $25,000 of the unpaid principal and 100% of unpaid interest.

(d  Loan was assumed from the seller at the time of closing. The Company has provided a partial guarantee on the Mullins
Crossing loan making it recourse for $2,200 of the unpaid principal and unpaid interest.

(¢)  The loan bears interest at a rate equal to thirty-day LIBOR plus 2.20% (2.41% as of December 31, 2012). At the time of
closing, the Company entered into an interest rate swap related to this loan. See interest rate swap agreements section below.

(f)  The loan bears interest at a fixed rate equal to 4.08% until March 31, 2015, 4.18% from April 1, 2015 until March 31, 2016,
4.33% from April 1, 2016 until March 31, 2019, and 4.43% from April 1, 2019 until April 1, 2022, the maturity date. Interest
expense is recognized using the effective interest method base on effective interest rate of approximately 4.27%.

(8)  The loan bears interest at a rate equal to thirty-day LIBOR plus 2.75% (2.96% as of December 31, 2012). Effective October 4,
2012, the Company entered into an interest rate swap related to this loan. See interest rate swap agreements section below. The
Company has provided a partial guarantee on this loan making it recourse for 25% of the unpaid principal and 100% of unpaid
interest.

(h)  This 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 is recognized using the effective interest
method based on an effective interest rate of approximately 4.44%. This loan is secured by cross collateralized first mortgages
by these two properties. The Company has provided a partial guarantee on this loan making it recourse for 50% of the unpaid
principal and 100% of unpaid interest.

(i)  Loan is secured by cross-collateralized first mortgages on three properties.

()  The loan bears interest at a rate equal to thirty-day LIBOR plus 1.85% (2.07% as of December 31, 2012). On October 4, 2012,
the Company entered into an interest rate swap related to this loan. See interest rate swap agreements section below.

(k)  These three loans relate to a single property. One loan bears interest at a rate equal to thirty-day LIBOR plus 2.25% (2.46% as
of December 31, 2012). At the time of closing, the Company entered into an interest rate swap related to this loan. See interest
rate swap agreements section below. The two other loans were assumed from the seller at the time of closing.

(1) Loan is secured by cross-collateralized first mortgages on these two properties.
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(m) The loan bears interest at a rate equal to thirty-day LIBOR plus 2.35% (2.56% as of December 31, 2012). On December 20,
2012, the Company entered into an interest rate swap related to this loan. See interest rate swap agreements section below.

(n)  The loan bears interest at a rate equal to thirty-day LIBOR plus 2.15% (2.36% as of December 31, 2012).

(0) The loan bears interest at a rate equal to thirty-day LIBOR plus 2.50% (2.71% as of December 31, 2012). At the time of
closing, the Company entered into an interest rate swap related to this loan. See interest rate swap agreements section below.

(p) The loan bears interest at a rate equal to thirty-day LIBOR plus 2.25% (2 46% as of December 31, 2012). On October 28, 2011,
the Company entered into an interest rate swap related to this loan. See interest rate swap agreements section below.

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

(r)  The loan bears interest at a rate equal to thirty-day LIBOR plus 2.20% (2.41% as of December 31, 2012). On July 24, 2012, the
Company entered into an interest rate swap related to this loan. See interest rate swap agreements section below. The Company
has provided a partial guarantee on this loan making it recourse for 25% of the unpaid principal and 100% of unpaid interest.
Loan is secured by cross-collateralized first mortgages on nine properties.

(s)  The loan bears interest at a rate equal to thirty-day LIBOR plus 2.75% (2.97% as of December 31, 2012). On March 11, 2011,
the Company entered into an interest rate swap related to this loan. See interest rate swap agreements section below.

(t)  The Company has provided a partial guarantee on this loan making it recourse for 25% of the unpaid principal and 100% of
unpaid interest.

(u)  Loan is secured by cross collateralized first mortgages on ten Dollar General Properties.

(v)  Loan is secured by cross collateralized first mortgages on nine Dollar General Properties.

(w) Loan is secured by cross collateralized first mortgages on eight Dollar General Properties.

(x)  The Company has provided a partial guarantee on this loan making it recourse for $1,238 plus real estate taxes.
(y) Loan is secured by cross collateralized first mortgages on four Dollar General Properties

The principal amount of our mortgage loans outstanding as of December 31, 2012 and 2011 was $1,156,582 and $462,418,
respectively, and had a weighted average stated interest rate of 4.32% and 4.94% per annum, respectively, which includes effects of
interest rate swaps. All of the Company’s mortgage loans are secured by first mortgages on the real estate assets.

The mortgage loans may require compliance with certain covenants, such as debt service ratios, investment restrictions and
distribution limitations. As of December 31, 2012, all of the mortgages were current in payments and the Company was in compliance
with such covenants.

On November 1, 2012, the Company entered into an amended and restated credit agreement (as amended the “Credit Facility”), under
which the Company may borrow, on an unsecured basis, up to $105,000. The Company has the right, provided that no default has
occurred and is continuing, to increase the facility amount up to $200,000 with approval from the lending group. The obligations
under the Credit Facility will mature on October 31, 2015, which may be extended to October 31, 2016 subject to satisfaction of
certain conditions. The Company has the right to terminate the facility at any time, upon one business day notice and the repayment of
all of its obligations thereunder. Borrowings under the Credit Facility bear interest at a base rate applicable to any particular borrowing
(e.g., LIBOR) plus a graduated spread that varies with the Company's leverage ratio. The Company generally will be required to make
monthly interest-only payments, except that we may be required to make partial principal payments in order to comply with certain
debt covenants set forth in the Credit Facility. On December 31, 2012, the interest rate was 1.90% per annum. The Company is also
required to pay, on a quarterly basis, an amount up to 0.35% per annum on the average daily unused funds remaining under the Credit
Facility. The Credit Facility requires compliance with certain covenants which may restrict the availability of funds under the Credit
Facility. Our performance of the obligations under the Credit Facility, including the payment of any outstanding indebtedness
thereunder, is secured by a guaranty by certain of our subsidiaries owning unencumbered properties. The amount outstanding on the
Credit Facility as of December 31, 2012 and 2011 was $73,500 and $0, respectively.

The Company has purchased a portion of its marketable securities through margin accounts. As of December 31, 2012 and 2011, the
Company had a payable of $17,872 and $1,293, respectively, for securities purchased on margin. The debt bears a variable interest
rate. As of December 31, 2012 and 2011, the interest rate was 0.56% and 0.62% per annum, respectively. The securities margin
payable is due upon the sale of any marketable securities.
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The following table shows the scheduled maturities of mortgages payable, Credit Facility and securities margin payable as of
December 31, 2012 and for the next five years and thereafter:

Securities
Mortgages Margin
Credit Facility Payable Total

2088y T % iz s. . 6869%
2014 o — 7,638
VOIS ik Mo S S i L 172,516
2016 _ 48,806
201775 witey aslohion 184G v i ; R L b 20,792
Thereafter - 829,506
Total . 735008 17872 § 1247954

(1) Excludes net mortgage premiums of $1,468, associated with debt assumed at acquisition, net of accumulated amortization as of
December 31, 2012.

Interest Rate Swap Agreements

On March 11, 2011, the Company entered into a floating-to-fixed interest rate swap agreement with an original notional value of
$9,350 and a maturity date of November 5, 2015 associated with the debt secured by a first mortgage on the Kohl’s Bend River
Promenade property. This interest rate swap fixed the floating LIBOR based debt under a variable rate loan to a fixed rate debt at an
interest rate of 2.26% per annum plus the applicable margin to manage the risk exposure to interest rate fluctuations, or an effective
fixed rate of 5.01% per annum.

On June 22, 2011, the Company entered into a floating-to-fixed interest rate swap agreement with an original notional value of
$13,359 and a maturity date of June 22, 2016 associated with the debt secured by a first mortgage on the Shoppes at Prairie Ridge
property. This interest rate swap fixed the floating LIBOR based debt under a variable rate loan to a fixed rate debt at an interest rate
of 1.97% per annum plus the applicable margin to manage the risk exposure to interest rate fluctuations, or an effective fixed rate of
4.47% per annum.

On October 28, 2011, the Company entered into a floating-to-fixed interest rate swap agreement with an original notional value of
$10,837 and a maturity date of October 21, 2016 associated with the debt secured by a first mortgage on the Fox Point property. This
interest rate swap fixed the floating LIBOR based debt under a variable rate loan to a fixed rate debt at an interest rate of 1.50% per
annum plus the applicable margin to manage the risk exposure to interest rate fluctuations, or an effective fixed rate of 3.75% per
annum.

On May 9, 2012, the Company entered into a floating-to-fixed interest rate swap agreement with an original notional value of $10,150
and a maturity date of May 9, 2017 associated with the debt secured by a first mortgage on the Shoppes at Branson Hills property.
This interest rate swap fixed 50% of the floating LIBOR based debt under a variable rate loan to a fixed rate debt at an interest rate of
1.13% per annum plus the applicable margin to manage the risk exposure to interest rate fluctuations, or an effective fixed rate of
3.38% per annum.

On June 13, 2012, the Company assumed at the time of acquisition a floating-to-fixed interest rate swap agreement with an original
notional value of $49,391 and a maturity date of December 10, 2018 associated with the debt secured by a first mortgage on the
Walgreens NE Portfolio. This interest rate swap fixed the floating LIBOR based debt under a variable rate loan to a fixed rate debt at
an interest rate of 2.20% per annum plus the applicable margin to manage the risk exposure to interest rate fluctuations, or an effective
fixed rate of 5.17% per annum. At the time of acquisition, the swap was in a liability position with a fair market value of $5,219,
which was recorded as part of the purchase price allocation.

On July 24, 2012, the Company entered into a floating-to-fixed interest rate swap agreement with an original notional value of $4,677
and a maturity date of July 20, 2017 associated with the debt secured by cross-collateralized first mortgages on the Bank Branch
Portfolio. This interest rate swap fixed 50% of the floating LIBOR based debt under a variable rate loan to a fixed rate debt at an
interest rate of 0.89% per annum plus the applicable margin to manage the risk exposure to interest rate fluctuations, or an effective
fixed rate of 3.09% per annum.
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On October 1, 2012, the Company entered into a forward interest rate swap agreement with an original notional value of $45,000 and
is effective on April 1, 2014 and matures on March 29, 2019, associated with the debt secured by a first mortgage on the City Center
property. This interest rate swap will fix 50% of the floating LIBOR based debt under a variable rate loan to a fixed rate debt at an
interest rate of 1.40% per annum plus the applicable margin to manage the risk exposure to interest rate fluctuations, or an effective
fixed rate of 3.85% per annum.

Effective October 4, 2012, the Company entered into a floating-to-fixed interest rate swap agreement with an original notional value
of $24,750 and a maturity date of October 1, 2017 associated with the debt secured by a first mortgage on the Crossing at Killingly
Commons located in Dayville, Connecticut. This interest rate swap fixed 75% of the floating LIBOR based debt under a variable rate
loan to a fixed rate debt at an interest rate of 0.98% per annum plus the applicable margin to manage the risk exposure to interest rate
fluctuations, or an effective fixed rate of 3.73% per annum.

On October 4, 2012, the Company entered into a floating-to-fixed interest rate swap agreement with an original notional value of
$10,808 and a maturity date of October 3, 2019 associated with the debt secured by a first mortgage on the FedEx Distribution Centers
located in Houston, Texas. This interest rate swap fixed 50% of the floating LIBOR based debt under a variable rate loan to a fixed
rate debt at an interest rate of 1.30% per annum plus the applicable margin to manage the risk exposure to interest rate fluctuations, or
an effective fixed rate of 3.15% per annum.

On December 20, 2012, the Company entered into a floating-to-fixed interest rate swap agreement with an original notional value of
$9,900 and a maturity date of December 20, 2017 associated with the debt secured by a first mortgage on the Wheatland Town Center
located in Dallas, Texas. This interest rate swap fixed approximately 66% of the floating LIBOR based debt under a variable rate loan
to a fixed rate debt at an interest rate of 1.01% per annum plus the applicable margin to manage the risk exposure to interest rate
fluctuations, or an effective fixed rate of 3.36% per annum.

The Company has documented and designated these interest rate swaps as cash flow hedges. Based on the assessment of effectiveness
using statistical regression, the Company determined that the interest rate swaps are effective. Effectiveness testing of the hedge
relationship and measurement to quantify ineffectiveness is performed each fiscal quarter using the hypothetical derivative method. As
these interest rate swaps qualify as cash flow hedges, the Company adjusts the cash flow hedges on a quarterly basis to their fair
values with corresponding offsets to accumulated other comprehensive income. The Company has recorded a net unrealized loss of
$3,282 and $1,293 on the accompanying consolidated balance sheet as of December 31, 2012 and 2011, respectively. The interest rate
swaps have been and are expected to remain highly effective for the term of the hedge. Effective amounts are reclassified to interest
expense as the related hedged expense is incurred. Any ineffectiveness on the hedges is reported in other income/expense. For the
years ended December 31, 2012 and 2011, the Company had $66 and less than $1, respectively of ineffectiveness on its cash flow
hedges. Amounts related to the swaps expected to be reclassified from accumulated other comprehensive income to interest expense in
the next twelve months total $1,556.

The table below presents the fair value of the Company’s cash flow hedges as well as their classification on the consolidated balance
sheets as of December 31, 2012 and 2011.

December 31, 2012 December 31, 2011
Balance Sheet Balance Sheet

Fair Value

Location

Fair Value

Rl e

Location

Derivatives designated as cash flow he

Other Other
Interest rate swaps liabilities $ 8,078 liabilities $ 1,293

The table below presents the effect of the Company’s derivative financial instruments on the consolidated statements of operations and
other comprehensive income for year ended December 31, 2012 and 2011:

Location of Loss Location of Loss
Reclassified from Amount of Loss Recognized in
Amount of Loss Accumulated OCI  Reclassified from Income on Amount of Loss
Recognized in OCI into Income Accumulated OCI Derivative Recognized in
Derivatives in Cash Flow on Derivative (Effective into Income (Ineffective Income on Derivative
Hedging Relationships (Effective Portion) Portion) (Effective Portion) Portion) (Ineffective Portion)
2012 2011 2012 2011 2012 2011
Interest rate swaps $ 2727 § 1581 IntéerestExpense § 738 § 288 OtherExpense § 66 $ | —
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(10) Redeemable Noncontrolling Interests

On August 15, 2012, the Company entered into a consolidated joint venture with Market Place Partners No. 2, LLC (“MP Partners”).
The joint venture was formed for the purpose of owning, operating and managing the Kohl's Cumming property (note 3). Upon
formation of the joint venture, MP Partners contributed the property with a fair value of $8,500 to the joint venture. Upon formation,
the joint venture issued 141,602 preferred units (the "MP Preferred Units") to the MP Partners, which were valued at $1,416. The MP
Preferred Units will be paid a preferred return of 5.00% per annum starting on the date of issuance. The MP Preferred Units are senior
as to distributions over the Company's interest in the joint venture. Upon the five year anniversary of issuance, either joint venture
partner has the right to cause the joint venture to redeem the MP Preferred Units. The MP Partners has the right to cause the joint
venture to redeem the MP Preferred Units for cash, or for shares of the Company's common stock on a one-for-one basis. If the MP
Partners requests that the joint venture redeem the MP Preferred Units for shares of the Company, the joint venture may still elect to
settle the redemption in cash. If the joint venture pays the redemption price of the MP Preferred Units in cash, the redemption value
will be greater of i) $10.00 per unit, plus any accumulated, accrued and unpaid distributions to and including the date of redemption or
if) the Company's share price per share. The MP Preferred Units do not have any maturity date, and are not subject to mandatory
redemption. The MP Preferred Units are subject to redemption features outside of the joint venture's control that results in presentation
outside of permanent equity and are reported at the maximum redemption amount as redeemable noncontrolling interests in the
Company's consolidated financial statements.

On September 28, 2012, the Company entered into a consolidated joint venture with LC White Plains Retail, LLC and LC White
Plains Recreation, LLC (collectively, the “L.C Partners”). The joint venture was formed for the purpose of owning, operating and
managing the City Center property (note 3). Upon formation of the joint venture, the LC Partners contributed the property with a fair
value of $166,393 to the joint venture. Upon formation, the joint venture authorized the issuance of 2,656,449 preferred units (the "LC
Preferred Units"). As part of the contribution, the joint venture issued 609,149 units to LC Partners, which were valued at $6,092. If
certain vacant spaces are leased by the LC Partners to tenants paying full rent by September 2014, the joint venture will issue the LC
Partners up to an additional 2,047,300 LC Preferred Units. The joint venture's contingent obligation to issue the additional LC
Preferred Units has been recorded as a liability included in deferred investment property acquisition obligations on the accompanying
consolidated balance sheets. The LC Preferred Units will be paid a preferred return of 4.00% per annum starting on fulfillment of the
deferred investment property acquisition obligations. The LC Preferred Units are senior as to distributions over the Company's interest
in the joint venture. Upon the three, five and seven year anniversaries of issuance, if the Company has listed its shares on a national
stock exchange, as defined, the LC Partners have the right to cause the joint venture to redeem a portion of their LC Preferred Units
for shares of the Company's common stock on a one-for-one basis. Additionally, upon the ten year anniversary of issuance and
thereafter, either joint venture partner has the right to cause the joint venture to redeem the LC Preferred Units for cash, or for shares
of the Company common stock on a one-for-one basis. If the LC Partners request that the joint venture redeem the LC Preferred Units
for shares of the Company, the joint venture may still elect to settle the redemption in cash. If the joint venture pays the redemption
price of the LC Preferred Units in cash, the redemption value will be the greater of i) $10.00 per unit, plus any accumulated, accrued
and unpaid distributions to and including the date of redemption or ii) the Company's share price per share. The LC Preferred Units do
not have any maturity date, and are not subject to mandatory redemption. The LC Preferred Units are subject to redemption features
outside of the joint venture's control that results in presentation outside of permanent equity and are reported at the maximum
redemption amount as redeemable noncontrolling interests in the Company's consolidated financial statements.

On October 3, 2012, the Company entered into a consolidated joint venture with Dayville Unit Investors, LLC (“Dayville Investors™).
The joint venture was formed for the purpose of owning, operating and managing a 395,539 square-foot retail shopping center known
as Crossing at Killingly Commons located in Dayville, Connecticut. Upon formation of the joint venture, the Dayville Investors
contributed the property with a fair market value of $54,608 to the joint venture. Upon formation, the joint venture issued 960,802
preferred units (the “Dayville Preferred Units”) to Dayville Investors, which were valued at $9,608. If certain vacant spaces are leased
by the Dayville Investors to tenants paying full rent by January 31, 2015, the joint venture will pay up to $5,584 or issue up to an
additional 558,362 Dayville Preferred Units to the Dayville Investors. The joint venture's contingent obligation has been recorded as a
liability included in deferred investment property acquisition obligations on the consolidated balance sheet. The Dayville Preferred
Units will be paid a preferred return of 3.50% per annum on October 3, 2012 through October 2, 2015. Thereafter, the Dayville
Preferred Units will be paid a preferred return of 5.50% per annum. The Dayville Preferred Units are senior as to distributions over the
Company's interest in the joint venture. Upon the ten year anniversary of issuance and thereafter, either joint venture partner has the
right to cause the joint venture to redeem the Dayville Preferred Units. The Dayville Investors have the right to cause the joint venture
to redeem the Dayville Preferred Units for cash or for shares of the Company's common stock on a one-for-one basis. If the Dayville
Investors request that the joint venture redeem the Dayville Preferred Units for shares of the Company, the joint venture may still
select to settle the redemption in cash. If the joint venture pays the redemption of the Dayville Preferred Units in cash, the redemption
value will be the greater of i) $10.00 per unit, plus any accumulated, accrued and unpaid distributions to and including the date of
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redemption or ii) the Company's share price per share. The Dayville Preferred Units do not have any maturity date, and are not subject
to mandatory redemption. The Dayville Preferred Units are subject to redemption features outside of the joint venture's control that
results in presentation outside of permanent equity and are reported at the maximum redemption amount as redeemable noncontrolling
interests in the Company's consolidated financial statements.

On December 27, 2012, the Company entered into a consolidated joint venture with Centennial Centre, L.L.C., Eastern - Beltway,
Ltd., Centennial Gateway, L.L.C. and Retail Development Partners, LLC (each a “Territory Investor,” and collectively, the “Territory
Investors”). The joint venture was formed for the purpose of owning, operating and managing six retail shopping centers (Centennial
Center, Centennial Gateway, Eastgate, Eastern Beltway Center, Cannery Comner and Lowe’s Plaza) located in Las Vegas, and
Henderson, Nevada, totaling 1,747,335 square-feet collectively the "Territory Portfolio". Upon formation of the joint venture, the
Territory Investors contributed the fee simple interests in the properties with a fair market value of $288,738 to the joint venture. Upon
formation, the joint venture issued 3,000,000 preferred units (the “Territory Preferred Units”) to the Territory Investors, which were
valued at $30,000. If certain vacant spaces are leased by the Territory Investors to tenants paying full rent by December 27, 2015, the
joint venture will pay an additional amount up to $7,601. The joint venture's contingent obligation has been recorded as a liability
included in deferred investment property acquisition obligations on the consolidated balance sheet. The Territory Preferred Units will
be paid a preferred return of 4.00% per annum. The Territory Preferred Units are senior as to distributions over the Company's interest
in the joint venture. Upon the five year anniversary of issuance, the Territory Investors have the right to cause the joint venture to
redeem the Territory Preferred Units. The Territory Investors have the right to cause the joint venture to redeem the Territory Preferred
Units for cash, based on $10.00 per unit plus any distributions, or for shares of the Company's common stock on a one-for-one basis if
the Company has listed its shares on a national stock exchange, as defined. If the Territory Investors request that the joint venture
redeem the Territory Preferred Units for shares of the Company, the joint venture may still select to settle the redemption in cash. If
the joint venture pays the redemption of the Territory Preferred Units in cash, the redemption value will be the Company's share price
per share less 50% of the excess of the share price per share and $10.00 per unit. The Territory Preferred Units do not have any
maturity date, and are not subject to mandatory redemption however if the Territory Investors do not elect to redeem the Territory
Preferred Units by December 27, 2018, the Company may require the joint venture to purchase and redeem any or all the existing
Territory Preferred Units through cash settlement. The Territory Preferred Units are subject to redemption features outside of the joint
venture's control that results in presentation outside of permanent equity and are be reported at the maximum redemption amount as
redeemable noncontrolling interests in the Company's consolidated financial statements.

Below is a table reflecting the activity of the consolidated redeemable noncontrolling interests as of and for the year ended
December 31, 2012.

Redeemable
i Noncovntvrol\lip Interests

oo PR G DRI

Tanusey £2012 Y

s

Iééu:{ﬁéé of re ééméﬁle ﬁBncoﬁifolliné intere 47,115
Net income atiributable to redeemable noncontrolling fpterests . . o0 o 209
Payment of preferred return (109)

(11) Income Taxes

The Company 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 ended 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, 2012 and 2011. The Company expects no significant increases or
decreases in uncertain tax positions due to changes in tax positions within one year of December 31, 2012. 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, 2012, 2011 and 2010. As of December 31, 2012, returns for the calendar years 2008, 2009, 2010
and 2011 remain subject to examination by U.S. and various state and local tax jurisdictions.
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(12) Distributions

The Company currently pays distributions based on daily record dates, payable monthly in arrears. The distributions that the Company
currently pays are equal to a daily amount equal to $0.001639344, which if paid each day for a 366-day period, would equal to $0.60
per share or a 6.0% annualized rate based on a purchase price of $10.00 per share. During the years ended December 31, 2012, 2011
and 2010, the Company declared cash distributions, totaling $54,687, $25,263 and $8,203, respectively.

(13) Earnings (loss) per Share

Basic earnings (loss) per share (“EPS”) are computed by dividing net income (loss) attributable to common stockholders by the
weighted average number of common shares outstanding for the period (the “common shares™). Diluted EPS is computed by dividing
net income (loss) attributable to common stockholders by the common shares plus potential common shares issuable upon exercising
options or other contracts. As of December 31, 2012, the Company's only potentially dilutive common share equivalents outstanding
were the redeemable noncontrolling interests which could be converted to 4,711,553 common shares at future dates. Such common
share equivalents were excluded as they were antidilutive. The Company had no potentially dilutive common share equivalents
outstanding as of December 31, 2011.

(14) Commitments and Contingencies

The acquisition of 24 of the Company’s properties included earnout components to the purchase price. The maximum potential
earnout payment was $77,592 at December 31, 2012. The table below presents the change in the Company’s earnout liability for years
ended December 31, 2012, 2011 and 2010.

For the years ended December 31,
2012 2011 2010

Amortization expense
Earnout payments (16,026)
Adjustments to acquisition related costs 849 316 —

amout liability — end of period

G

$ 70580 § 25290 $ 12904

The Company has provided a partial guarantee on nine mortgages payable of our subsidiaries. As of December 31, 2012, these
guarantees totaled to an aggregate recourse amount of $70,435. See additional information relating to each of these guarantees in note
9.

As of December 31, 2012 our consolidated joint ventures had issued, $47,215 in redeemable noncontrolling interests which will
become redeemable at future dates generally no earlier than in 2015 but generally no later than 2022 based on certain redemption
criteria. The redeemable noncontrolling interests are not mandatory redeemable. The joint venture may issue common stock or pay
cash or a mixture of both if they are redeemed. See additional information relating to these redeemable noncontrolling interests in note
10.

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

The Company has one reportable segment as defined by U.S. GAAP for the years ended December 31, 2012 and 2011. As the
Company acquires additional properties in the future, we may add business segments and related disclosures if they become
significant.

(16) Subsequent Events

The Company has evaluated events and transactions that have occurred subsequent to December 31, 2012 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, 2013 through the close of business on March 31, 2013. 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 $0.60 per share or 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:

«  InJanuary 2013, total distributions declared for the month of December 2012 were paid in the amount equal to $5,831,
of which $2,295 was paid in cash and $3,535 was reinvested through the Company’s DRP, resulting in the issuance of an

additional 372,150 shares of common stock.

« In February 2013, total distributions declared for the month of January 2013 were paid in the amount equal to $5,865, of
which $2,315 was paid in cash and $3,550 was reinvested through the Company’s DRP, resulting in the issuance of an
additional 373,642 shares of common stock.

«  In March 2013, total distributions declared for the month of February 2013 were paid in the amount equal to $5,311, of
which $2,103 was paid in cash and $3,209 was reinvested through the Company’s DRP, resulting in the issuance of an
additional 337,757 shares of common stock.

On February 14, 2012, the Company entered into a $14,900 interest rate swap associated with the loan secured by a first mortgage on
the Hasbro Office Building located in Providence, Rhode Island. This swap bears interest at a fixed rate equal to thirty-day LIBOR
plus 2.15% per annum, and was effective on February 14, 2012 and matures on December 31, 2022. The swap effectively hedges the
interest payment under the hedged portion of the loan to a fixed rate equal to 4.25% per annum.

On February 20, 2012, the Company entered into a $14,750 loan secured by a first mortgage on The Comer located in Tucson,
Arizona. This loan bears interest at a fixed rate equal to 4.10% per annum, and matures on March 1, 2023.

(17) Quarterly Supplemental Financial Information (unaudited)
The following represents the results of operations, for each quarterly period, during 2012 and 2011.

2012
- , December 31 September 30
Net income (loss) attributable to common stockholders ~ §$ (306) $ 1,594 $

Net income (loss) attributable to common st
Weighted average number of common shares
outstanding, basic and diluted (1) 114,436,422 104,419,606 81,159,713 64,164,709
2011

December 31 SeBtember 30 June 30 March 31
Total dicbines i et e e DEAIIR B o128, 3840 7,145 8 11,608
Net income (loss) attributable to common stockholders $ 302 % (940) § (1,487) $ (154)
Nﬁt fﬁv ,ﬁas;g £330 : 'fu@‘ A f& 3 ""E P g T e e R A ST B i EE TR e AR L )
per common share, basic and diluted (1) $ 00t $ 0.02) $ 0.04) $ 1(0.01)
Weighted average number of common shares
outstanding, basic and diluted (1) 54,037,413 45,723,031 38,231,644 30,128,389

(1) Quarterly income per common share amounts may not total the annual amounts due to rounding and the changes in the number
of weighted common shares outstanding.
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Initial Cost (A) Gross amount at which carried at end of period (B)

Cost
Capitalized Accumulated
Buildings and  Subsequent to Land and Buildings and Depreciation Date Date of

Encumbrance Land Improvements  Acquisition (C) Improvements Improvements  Total (D) (E,F) Constructed  Acquisition

—

Merrimack Village Center | 5445 2,500 5,654 9 2500
Pleasant Hill Commons 6,§00 ’ 5,000

5,753 621 2007 2009

576 2008 2010

Regal Court

23900 6,500 165 2008 2010

289 2010

Draper Cfossing —

Tradition Village Center ‘ 2010

The Landing At Tradition 2010

Temple Terrace 2010

Kohl’s at Calvine Pointe ’ 2010

Lake Clt;' Cqmmons k 2010

2010

Publix Shopping Center

Kohl’s Bend River Promenade k 2010

Whispering Ridge 6,445 8,546 532 2008 2010

2008 2010

2010 2010

2009 2010

4,765 12454 el 2008 200

35 704 49 2010 2010

720 2010

676 2010
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Initial Cost (A) Gross amount at which carried at end of period (B)
Cost

Capitalized Accumulated
Buildings and Subsequent to Land and Buildings and Depreciation Date Date of
Encumbrance Land Improvements  Acquisition (C) Improvements Improvements  Total (D) (E,F) Constructed  Acquisition
Dollar General - Dublin 606 258 876 — 258 876 1,134 65 2010 2010

430 78 733

Dollar General - Duncanville — 78 733 811

Ewi‘mfﬁiimw A Tﬁ%m o S ! : {,ﬁf&@tfﬁ”«f . #M?ff : : w's‘.»%x’w»v“?t‘t::ﬁ i
455 49 810 — 859 2010 2010
20 i i SR i i P R i I 8 w"\& e
”‘Wﬁ%ﬁﬁ e fé ‘M a;kf‘m%‘*» m%;m e i : g : o “ ﬁ"‘%ﬂ&ﬁ” gﬂ‘% ﬁ'g Th M‘C:‘::{W‘% i qg% i“ﬁ
554 197 838 197 1,035 2010
s e i : : ' i W
LI‘%M m‘]&gliw ‘52?3%«&»»0. ik .t,‘m%i‘i ,, : i "!txw k‘nm%ﬁ %‘gﬁ‘%ﬁe; “ e mﬁ%
650 139 650 789 2010
T i s : 0 i s s "
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Initial Cost (A) Cost Gross amount at which carried at end of period (B)

Capitalized Accumulated
Buildings and  Subsequent to Land and Buildings and Depreciation Date Date of
Encumbrance Land Improvements  Acquisition (C) Improvements Improvements  Total (D) (E,F) Constructed ~ Acquisition
Mullins Crossing 21,738 30,263 — 5,683 30,263 35,946 1,421 2005 2011
Fox Point 20 11,601 15,103 549
Harvest Square 13
Palm Coast Landing —

B

Hamilton Cross S s 20m

Doﬁar General Store - Buffalo
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KeyBank - Shaker Heights

Regions Bank - ACWél;th .

Regions Bank - Alpharetta
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Dp!l

Dollar General Store - Gilbertown

mmons
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Dollar General Store - Odenville
BP - Gordonsville
e, V4

BP; Seminole /
Cha ]

Initial Cost (A) Cost Gross amount at which carried at end of period (B)

Capitalized Accumulated
Buildings and Subsequent to Land and Buildings and Depreciation Date Date of
Encumbrance Land Improvements  Acquisition (C) Improvements Improvements  Total (D) (E,F) Constructed  Acquisition

Dollar General Store - Enterprise

932 1,047 — 736 1,047 23 1957 2012

1,043 — 570

— 68

- m

- m

4,500 — 2200

4,424 — 3,500

. | 1,750 .

— 1,800

5352 _ 2,600

4,435

5581

4,643 2,200 4918 — 2,200 4918

14,555 271 2009

— 220 768 — 20 768

- 197 613 _ 197 613
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Initial Cost (A) Cost Gross amount at which carried at end of period (B)

Capitalized Accumulated
Buildings and  Subsequent to Land and Buildings and Depreciation Date Date of
Encumbrance Land Improvements  Acquisition (C) Improvements Improvements  Total (D) (E,F) Constructed  Acquisition
sville 3,727 2,250 3,796 — 2,250 3,796 6,046 59 2003 2012
Gondonsville; VA e P - b 3 5
BJ's at Richie Station 17,820 4,486 24,827 — 4,486 24,827 29,313 364 2010 2012

Citgo - Gordon:

— 398 247 — - 398 2497 285 39 2012 2012

B

Al

21300 6,674 — 6,674 28206 34880 432 2010 2012

2000 2012

4675 2,750 2750 5478

e R A s

1417 635 - 63 2012 2012

24780 2007 2012

680 84 9 2010 2012

Te60 1307 12 2010 2012

159 7417 906
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117
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Initial Cost (A) Cost Gross amount at which carried at end of period (B)

Capitalized Accumulated
Buildingsand  Subsequent to Land and Buildings and Depreciation Date Date of
Encumbrance Land Improvements  Acquisition (C) Improvements Improvements  Total (D) (E,;F) Constructed  Acquisition
Lake City Commons IT — 511 — 511 ’ 26 2011 2012
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DollanGeqél:al?tqre-Heﬂford ‘ ; — 193 1,077 — 193 1,077 1,270 9 2012 2012
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Initial Cost (A) Cost Gross amount at which carried at end of period (B)
Capitalized Accumulated
Buildings and ~ Subsequent to Land and Buildings and Depreciation Date Date of
Encumbrance Land Improvements  Acquisition (C) Improvements Improvements  Total (D) (EF) Constructed ~ Acquisition
Eastern Beltway 34,100 5,467 52,095 5,467 52,095 57,562 — 2012

23,569 : 1998 2012
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC.
Schedule III (continued)
Real Estate and Accumulated Depreciation
December 31, 2012
(Dollars in thousands)

Notes:

(A) The initial cost to the Company represents the original purchase price of the property, including estimated earnouts and other
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, 2012 for federal income tax purposes was approximately $2,181,151
(unaudited).

(C) Does not include construction in progress.

(D) Reconciliation of real estate owned:

Year ended December 31,

2012 2011

Balance at beginning of period
Acquisitions 1,235,302 484,101 V
Balance at close of period $ 2,039,182 § 802,646

(E) Reconciliation of accumulated depreciation:

Year ended December 31,

2012 ' 2011

Depreciation expense

Balance at close of period = 0

(F) Depreciation is computed based upon the following estimated lives:
Buildings and improvements 15 - 30 years

Tenant improvements Shorter of life of asset or term 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, 2012, the effectiveness of our disclosure controls and
procedures as defined in Exchange Act Rule 13a-15(e) and Rule 15d-15(¢). Based on that evaluation, our principal executive officer
and our principal financial officer concluded that our disclosure controls and procedures, as of December 31, 2012, 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 principal financial and accounting officer, as appropriate to allow timely decisions
regarding required 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, 2012, 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, 2012.

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 registered
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 2012 that has materially affected,
or is reasonably likely to materially affect, our internal control over financial reporting.

Item 9B. Other Information

None.
Part I11

Item 10. Directors, Executive Officers and Corporate Governance

The information required by this Item will be presented in our definitive proxy statement for our 2013 annual meeting of stockholders
which we anticipate filing with the SEC no later than April 30, 2013, and is incorporated by reference into this Item 10.

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

Item 11. Executive Compensation

The information required by this Item will be presented in our definitive proxy statement for our 2013 annual meeting of stockholders
which we anticipate filing with the SEC no later than April 30, 2013, and is incorporated by reference into this Item 11.

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

The information required by this Item will be presented in our definitive proxy statement for our 2013 annual meeting of stockholders
which we anticipate filing with the SEC no later than April 30, 2013 and is incorporated by reference into this Item 12.
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Item 13. Certain Relationships and Related Transactions, and Director Independence

The information required by this Item will be presented in our definitive proxy statement for our 2013 annual meeting of stockholders
which we anticipate filing with the SEC no later than April 30, 2013 and is incorporated by reference into this Item 13.

Item 14. Principal Accounting Fees and Services

The information required by this Item will be presented in our definitive proxy statement for our 2013 annual meeting of stockholders
which we anticipate filing with the SEC no later than April 30, 2013, and is incorporated by reference into this Item 14.

Part IV

Item 15. Exhibits and Financial Statement Schedules

(a) 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, 2012 is submitted herewith.
Real Estate and Accumulated Depreciation (Schedule III)
(3) Exhibits:
The list of exhibits filed as part of this Annual Report is set forth on the Exhibit Index attached hereto.
(b) Exhibits:
The exhibits filed in response to Item 601 of Regulation S-K are listed on the Exhibit Index attached hereto.

(c) 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

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

INLAND DIVERSIFIED REAL ESTATE TRUST, INC.

/s/ Barry L. Lazarus

By: Barry L. Lazarus
President and principal executive officer
Date: March 13, 2013

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

Signature Title Date

By: /s/  Robert D. Parks March 13, 2013
Name: Robert D. Parks Director and chairman of the board

March 13, 2013

By:  /s/ BamyL.Lazarus Director and president
Name: Barry L. Lazarus (principal executive officer)

By: /s/  Steven T. Hippel March 13, 2013

Treasurer and chief financial officer

Name: Steven T. Hippel (principal financial officer)

By: /s/  Brenda G. Gujral March 13, 2013
Name: Brenda G. Gujral Director

By: /s/  Lee A. Daniels March 13, 2013
Name: Lee A. Daniels Director

By: /s/ Heidi N. Lawton March 13, 2013
Name: Heidi N. Lawton Director

By: /s/  Gerald W. Grupe March 13, 2013
Name: Gerald W. Grupe Director

By: /s/  Charles H. Wurtzebach March 13, 2013
Name: Charles H. Wurtzebach Director
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Exhibit

No.

3.1

3.2

4.1

42

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 Post-Effective Amendment No. 1 to the
Registrant’s Form S-3D Registration Statement, as filed by the Registrant with the Securities and Exchange
Commission on August 3, 2012 (file number 333-182748))

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 and Exchange Commission on April 16, 2010 (file number 333-153356)), as amended by First
Amendment to the Amended and Restated Share Repurchase Program of Inland Diversified Real Estate

Trust, Inc., effective November 1, 2011 (incorporated by reference to Exhibit 99.1 to the Registrant’s Current
Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on September 14,
2011)

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))

Amended and Restated Business Management Agreement, effective as of September 8, 2011, by and among
Inland Diversified Real Estate Trust, Inc., Inland Diversified Business Manager & Advisor, Inc. and Inland Real
Estate Investment Corporation (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 14, 2011)

Amended and Restated Master Real Estate Management Agreement, effective as of September 8, 2011, 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 September 14, 2011)

Amended and Restated Master Real Estate Management Agreement, effective as of September 8, 2011, 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 September 14, 2011)

Amended and Restated Master Real Estate Management Agreement, effective as of September 8, 2011, 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 September 14, 2011)

Amended and Restated Master Real Estate Management Agreement, effective as of September 8, 2011, 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 September 14, 2011)
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Exhibit
No.

Description

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

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 Northcrest, 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, LL.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 Northcrest, 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 Northcrest, 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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Exhibit
No.

Description

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

First Amended and Restated Credit Agreement, dated as of November 1, 2012, among Inland Diversified Real
Estate Trust, Inc., as borrower, and KeyBank National Association, as administrative agent, KeyBanc Capital
Markets, as sole lead arranger, RBS Citizens, N.A. d/b/a Charter One, as syndication agent, PNC Bank, National
Association, as documentation agent 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 7, 2012)

Form of Note, dated November 1, 2012, by Inland Diversified Real Estate Trust, Inc. for the benefit lenders
under the Credit Agreement (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 7, 2012)

Subsidiary Guaranty, dated as of November 1, 2012, by the parties identified on the signature pages thereto to
and for the benefit of KeyBank National Association for itself and as administrative agent for 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 7, 2012)

Agreement of Purchase and Sale of Shopping Center, dated as of November 18, 2010, by and between Mountain
Ventures Virginia Beach, L.L.C. and Inland Real Estate Acquisitions, Inc., as amended by the First Amendment,
dated as of January 18, 2011, the Second Amendment, dated as of January 28, 2011, the Third Amendment, dated
as of February 3, 2011, the Fourth Amendment, dated as of February 10, 2011, the Fifth Amendment, dated as of
February 17, 2011, the Sixth Amendment, dated as of March 10, 2011 and the Seventh Amendment, dated as of
March 23, 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 31, 2011)

Assignment, dated as of March 25, 2011, by and between Inland Real Estate Acquisitions, Inc. and Inland
Diversified Virginia Beach Landstown, 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
31,2011)

Assignment of Leases, dated as of March 25, 2011, by Mountain Ventures Virginia Beach, L.L.C. for the benefit
of Inland Diversified Virginia Beach Landstown, 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 31, 2011)

Post Closing Agreement, dated as of March 25, 2011, by and between Mountain Ventures Virginia Beach, L.L.C.
and Inland Diversified Virginia Beach Landstown, 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 31, 2011)

Term Loan Agreement, dated as of March 25, 2011, by and between Inland Diversified Virginia Beach
Landstown, L.L.C., as borrower, and Bank of America, N.A., as lender (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 31, 2011)

Promissory Note, dated as of March 25, 2011, by Inland Diversified Virginia Beach Landstown, L.L.C. for the
benefit of Bank of America, N.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 March 31, 2011)

Guaranty Agreement, dated as of March 25, 2011, by Inland Diversified Real Estate Trust, Inc. in favor of Bank
of America, N.A. (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 31, 2011)

Environmental Indemnification and Release Agreement, dated as of March 25, 2011, by and between Inland
Diversified Virginia Beach Landstown, L.L.C. and Bank of America, 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 March 31, 2011)
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Exhibit
No.

Description

10.27

10.28

10.29

10.30

10.31

10.32

10.33

10.34

10.35

10.36

10.37

Purchase and Sale Agreement, dated as of December 23, 2010, by and between UTC I, 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 4, 2011, the Sixth Amendment,
dated as of March 8, 2011, the Seventh Amendment, dated as of March 10, 2011, the Eighth Amendment, dated
as of March 24, 2011, the Ninth Amendment, dated as of April 15, 2011 and the Tenth Amendment, dated as of
April 29, 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 May 5, 2011)

Assignment, dated as of April 29, 2011, by Inland Real Estate Acquisitions, Inc. to and for the benefit of Inland
Diversified Norman University, 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 35, 2011)

Assignment and Assumption of Leases, dated as of April 29, 2011, by UTC I, LLC for the benefit of Inland
Diversified Norman University, 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 May 5, 2011)

Post Closing and Indemnity Agreement, dated as of April 29, 2011, by and between UTC I, LLC and Inland
Diversified Norman University, 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 May 5, 2011)

Loan Agreement, dated as of April 29, 2011, by and between Inland Diversified Prattville Legends, L.L.C., as
borrower, and JPMorgan Chase Bank, National Association, as lender (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 5, 2011)

Promissory Note, dated as of April 29, 2011, by Inland Diversified Prattville Legends, L.L.C. for the benefit 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 with the Securities and Exchange Commission on May 5,
2011)

Guaranty Agreement, dated as of April 29, 2011, by Inland Diversified Real Estate Trust, Inc. for the benefit of
JPMorgan Chase Bank, National Association (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 May 5,
2011)

Environmental Indemnification Agreement, dated as of April 29, 2011, by and between Inland Diversified
Prattville Legends, L.L.C. and Inland Diversified Real Estate Trust, Inc. in favor of JPMorgan Chase Bank,
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 May 5, 2011)

Loan Agreement, dated as of April 29, 2011, by and between Inland Diversified Charlotte Northcrest, L.L.C., as
borrower, and JPMorgan Chase Bank, National Association, as lender (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 5, 2011)

Promissory Note, dated as of April 29, 2011, by Inland Diversified Charlotte Northcrest, L.L.C. for the benefit of
JPMorgan Chase Bank, 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 May 5,
2011)

Guaranty Agreement, dated as of April 29, 2011, by Inland Diversified Real Estate Trust, Inc. for the benefit of
JPMorgan Chase Bank, 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 May 5,
2011)
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10.38

10.39

10.40

10.41

10.42

10.43

10.44

10.45

10.46

10.47

10.48

Environmental Indemnification Agreement, dated as of April 29, 2011, by and between Inland Diversified
Charlotte Northcrest, L.L.C. and Inland Diversified Real Estate Trust, Inc. in favor of JPMorgan Chase Bank,
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 May 5, 2011)

Loan Agreement, dated as of May 19, 2011, by and between Inland Diversified Norman University, 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 with the Securities and Exchange
Commission on May 25, 2011)

Promissory Note, dated as of May 19, 2011, by Inland Diversified Norman University, L.L.C. for the benefit of
JPMorgan Chase Bank, 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 May
25,2011)

Guaranty Agreement, dated as of May 19, 2011, by Inland Diversified Real Estate Trust, Inc. for the benefit of
JPMorgan Chase Bank, National Association (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
25,2011)

Environmental Indemnification Agreement, dated as of May 19, 2011, by and between Inland Diversified
Norman University, L.L.C. and Inland Diversified Real Estate Trust, Inc. in favor of JPMorgan Chase Bank,
National Association (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 25, 2011)

Purchase and Sale Agreement, dated as of December 23, 2010, by and between Perimeter Woods Retail SAE,
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 4, 2011, the
Sixth Amendment, dated as of March 8, 2011, the Seventh Amendment, dated as of March 10, 2011 and the
Eighth Amendment, dated as of May 12, 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 June 7,
2011)

Assignment, dated as of June 1, 2011, by Inland Real Estate Acquisitions, Inc. to and for the benefit of Inland
Diversified Charlotte Perimeter Woods, 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 7,
2011)

Assignment and Assumption of Leases, dated as of June 1, 2011, by Perimeter Woods Retail SAE, LLC for the
benefit of Inland Diversified Charlotte Perimeter Woods, 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 7, 2011)

Post Closing and Indemnity Agreement, dated as of June 1, 2011, by and between Perimeter Woods Retail SAE,
LLC and Inland Diversified Charlotte Perimeter Woods, 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 7, 2011)

Loan Assumption Agreement, dated as of June 1, 2011, by and between Inland Diversified Charlotte Perimeter
Woods, L.L.C., as borrower, and Jackson National Life Insurance Company, as lender (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 7, 2011)

Assumption and Modification Agreement, dated as of June 1, 2011, by Inland Diversified Charlotte Perimeter
Woods, L.L.C. for the benefit of Jackson National Life Insurance Company (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 7, 2011)
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10.49

10.50

10.51

10.52

10.53

10.54

10.55

10.56

10.57

10.58

10.59

Indemnification Agreement, dated as of June 1, 2011, by Inland Diversified Real Estate Trust, Inc. for the benefit
of Jackson National Life Insurance Company (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 7,
2011)

Environmental Indemnity Agreement, dated as of June 1, 2011, by and between Inland Diversified Charlotte
Perimeter Woods, L.L.C. and Inland Diversified Real Estate Trust, Inc., as Indemnitor, in favor of Jackson
National Life Insurance Company (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 7, 2011)

Letter Agreement, dated as of April 27, 2010, by and between Draper Peaks, L.L.C. and Inland Real Estate
Acquisitions, Inc., 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 23, 2011)

Assignment, dated as of June 17, 2011, by and between Inland Real Estate Acquisitions, Inc. to and for the
benefit of Inland Diversified Draper Peaks, 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
23,2011)

Assignment of Leases, dated as of June 17, 2011, by and between Draper Peaks, L.L.C. for the benefit of Inland
Diversified Draper Peaks, 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 23, 2011)

Guaranty, dated as of June 17, 2011, by and between Draper Peaks, L.L.C. and Inland Diversified Draper Peaks,
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 23, 2011)

Purchase and Sale Agreement, dated as of December 23, 2010, by and among Mullins Crossing, LLC and
Mullins Crossing Out Parcels, LLC and Inland Real Estate Acquisitions, Inc., as amended by the First
Amendment, dated as of January 25, 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 4, 2011, the Sixth Amendment, dated as of March 8, 2011, the Seventh
Amendment, dated as of March 10, 2011, the Eighth Amendment, dated as of May 11, 2011, the Ninth
Amendment, dated as of June 8, 2011, the Tenth Amendment, dated as of June 29, 2011, the Eleventh
Amendment, dated as of July 14, 2011, the Twelfth Amendment, dated as of August 1, 2011, the Thirteenth
Amendment, dated as of August 15, 2011, the Fourteenth Amendment, dated as of August 18, 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 August 24, 2011)

Assignment, dated as of August 18, 2011, by Inland Real Estate Acquisitions, Inc. to and for the benefit of Inland
Diversified Evans Mullins Outlots, 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 August 24,
2011)

Assignment, dated as of August 18, 2011, by Inland Real Estate Acquisitions, Inc. to and for the benefit of Inland
Diversified Evans Mullins, 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 August 24, 2011)

Assignment and Assumption of Leases, dated as of August 18, 2011, by Mullins Crossing Out Parcels, LLC to
Inland Diversified Evans Mullins Outlots, 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 August
24,2011)

Assignment and Assumption of Leases, dated as of August 18, 2011, by Mullins Crossing, LLC to Inland
Diversified Evans Mullins, 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 August 24, 201 1)
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10.60

10.61

10.62

10.63

10.64

10.65

10.66

10.67

10.68

Post Closing and Indemnity Agreement, dated as of August 18, 2011, by and among Inland Diversified Evans
Mullins, L.L.C. and Inland Diversified Evans Mullins Outlots, L.L.C. and Mullins Crossing, LLC and Mullins
Crossing Out Parcels, LLC (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 24, 2011)

Assumption Agreement, dated as of August 18, 2011, by and among U.S. Bank National Association, as Trustee,
Successor-In-Interest to Bank of America, N.A., in its capacity as Trustee, Successor to Wells Fargo Bank, N.A.,
in its capacity as Trustee, for the registered holders of GS Mortgage Securities Corporation II, Commercial
Mortgage Pass-Through Certificates Series 2006 GG8, as Noteholder, Mullins Crossing, LLC, as Borrower,
Inland Diversified Evans Mullins, L.L.C., as Assumptor, and Inland Diversified Real Estate Trust, Inc., as New
Guarantor (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 24, 2011)

Limited Payment Guaranty, dated as of August 18, 2011, by Inland Diversified Real Estate Trust, Inc. for the
benefit of U.S. Bank National Association, as Trustee, Successor-In-Interest to Bank of America, N.A., in its
capacity as Trustee, Successor to Wells Fargo Bank, N.A,, in its capacity as Trustee, for the registered holders of
GS Mortgage Securities Corporation II, Commercial Mortgage Pass-Through Certificates Series 2006 GGS, its
Successors and Assigns (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 24, 2011)

Guaranty of Recourse Obligations, dated as of August 18, 2011, by Inland Diversified Real Estate Trust, Inc. in
favor of U.S. Bank National Association, as Trustee, Successor-In-Interest to Bank of America, N.A., in its
capacity as Trustee, Successor to Wells Fargo Bank, N.A., in its capacity as Trustee, for the registered holders of
GS Mortgage Securities Corporation II, Commercial Mortgage Pass-Through Certificates Series 2006 GG8
(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 August 24, 2011)

Environmental and Hazardous Substance Indemnification Agreement, dated as of August 18, 2011, by and
between Inland Diversified Evans Mullins, L.L.C. and Inland Diversified Real Estate Trust, Inc., collectively, the
Indemnitor, to and for the benefit of U.S. Bank National Association, as Trustee, Successor-In-Interest to Bank of
America, N.A, in its capacity as Trustee, Successor to Wells Fargo Bank, N.A., in its capacity as Trustee, for the
registered holders of GS Mortgage Securities Corporation II, Commercial Mortgage Pass-Through Certificates
Series 2006 GGS (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 August 24, 2011)

First Modification of Note, Loan Agreement and Other Loan Documents, dated as of March 13, 2012, by and
among Inland Diversified Virginia Beach Landstown, L.L.C., as borrower, Bank of America, N.A., as lender, and
Inland Diversified Real Estate Trust, Inc. as guarantor (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 19, 2012)

Limited Liability Company Operating Agreement of Inland Diversified White Plains City Center Member,
L.L.C., made as of September 28, 2012, by and between Inland Diversified White Plains City Center Member 11,
L.L.C., LC White Plains Retail, LLC and LC White Plains Recreation, LLC (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 October 4, 2012)

Agreement of Contribution, dated as of September 28, 2012, by and between LC White Plains Retail, LLC, LC
White Plains Recreation, LLC and Inland Diversified White Plains City Center Member II, 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 October 4, 2012)

Mortgage, dated as of September 28, 2012, by Inland Diversified White Plains City Center, L.L.C. to and in
favor of Bank of America, 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 October 4, 2012)
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10.71
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10.73

10.74

10.75

10.76

10.77

10.78

10.79

Environmental Indemnification and Release Agreement, dated as of September 28, 2012, by and between Inland
Diversified White Plains City Center, L.L.C., Inland Diversified Real Estate Trust, Inc. and Bank of America,
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 October 4, 2012)

Limited Guaranty Agreement, dated as of September 28, 2012, by Inland Diversified Real Estate Trust, Inc. in
favor of Bank of America, 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 October 4, 2012)

Term Loan Agreement, dated as of September 28, 2012, by and between Inland Diversified White Plains City
Center, L.L.C., as borrower and Bank of America, N.A. as lender (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 October 4, 2012)

Promissory Note, dated as of September 28, 2012, by Inland Diversified White Plains City Center, L.L.C. for the
benefit of Bank of America, N.A. (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 October 4, 2012)

Limited Liability Company Operating Agreement of Inland Diversified Dayville Killingly Member, L.L.C., made
as of October 3, 2012, by and between Inland Diversified Dayville Killingly Member II, L.L.C. and Dayville
Unit Investors, LLC (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 October 10, 2012)

Agreement of Contribution, dated as of October 3, 2012, by and between Dayville Unit Investors, LLC and
Inland Diversified Dayville Killingly Member II, 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 October 10, 2012)

Third Amended and Restated Mortgage Note, dated as of October 3, 2012, by Dayville Property Development LLC
to and in favor of The Huntington National Bank (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 October
10, 2012)

Environmental Indemnity Agreement, dated as of October 3, 2012, by Dayville Property Development LLC and

Inland Diversified Real Estate Trust, Inc. to The Huntington National Bank (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 October 10, 2012)

Twelfth Loan Modification and Extension Agreement and Release of Guaranty and Indemnity, made as of
October 3, 2012, by and between Dayville Property Development LLC, BVS Acquisition Co., LLC, Inland
Diversified Real Estate Trust, Inc. and The Huntington National Bank (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 October 10, 2012)

Guaranty and Suretyship Agreement, made as of October 3, 2012, by and between Inland Diversified Real Estate
Trust, Inc. and The Huntington National Bank (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
October 10, 2012)

Assignment and Assumption of Limited Liability Company Membership Interests, entered into effective as of
October 3, 2012, by and between Dayville Unit Investors LLC and Inland Diversified Dayville Killingly Member
II, L.L.C. and Inland Diversified Dayville Killingly Member, 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 October 10, 2012)
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10.89
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Agreement of Purchase and Sale and Contribution Agreement, made as of October 17, 2012, between Inland
Real Estate Acquisitions, Inc. and Centennial Centre, L.L.C., Centennial Holdings, L.L.C., Eastern - Beltway,
Ltd., Craig Losee Corner, LLC, Retail Development Partners, LLC and Virgin Territory LLC, as amended by the
First Amendment, executed as of December 20, 2012 and the Second Amendment, executed as of December 27,
2012 (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 January 3, 2013)

Agreement of Purchase and Sale and Contribution Agreement, made as of October 17, 2012, between Centennial
Gateway, L.L.C. and Inland Real Estate Acquisitions, Inc., as amended by the First Amendment, executed as of
December 20, 2012 (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 January 3, 2013)

Assignment and Assumption of Agreement for Purchase and Sale, dated as of December 27, 2012, by and
between Inland Real Estate Acquisitions, Inc. and Inland Diversified Las Vegas Centennial Centre, 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 January 3, 2013)

Assignment and Assumption of Agreement for Purchase and Sale, dated as of December 27, 2012, by and
between Inland Real Estate Acquisitions, Inc. and Inland Diversified Las Vegas Centennial Gateway, 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 January 3, 2013)

Assignment and Assumption of Agreement for Purchase and Sale, dated as of December 27, 2012, by and
between Inland Real Estate Acquisitions, Inc. and Inland Diversified Henderson Eastgate, 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 January 3, 2013)

Assignment and Assumption of Agreement for Purchase and Sale, dated as of December 27, 2012, by and
between Inland Real Estate Acquisitions, Inc. and Inland Diversified Las Vegas Eastern Beltway, 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 January 3, 2013)

Assignment and Assumption of Agreement for Purchase and Sale, dated as of December 27, 2012, by and
between Inland Real Estate Acquisitions, Inc. and Inland Diversified Las Vegas Craig, 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 January 3, 2013)

Assignment and Assumption of Agreement for Purchase and Sale, dated as of December 27, 2012, by and
between Inland Real Estate Acquisitions, Inc. and Inland Diversified North Las Vegas Losee, 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 January 3, 2013)

Limited Liability Company Agreement of Inland Territory, L.L.C., made as of December 27, 2012, by and
between Inland Territory Member, L.L.C., Centennial Centre, L.L.C., Eastern - Beltway, Ltd., Centennial
Gateway, L.L.C., and Retail Development Partners, LLC (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 January 3, 2013)

Loan Agreement, dated as of December 27, 2012, between Inland Diversified Las Vegas Centennial Centre,
L.L.C. and Cantor Commercial Real Estate Lending, L.P. (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 January 3, 2013)

Promissory Note, dated as of December 27, 2012, by Inland Diversified Las Vegas Centennial Centre, L.L.C. for
the benefit of Cantor Commercial Real Estate Lending, L.P. (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 January 3, 2013)
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10.98

10.99

10.100
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Environmental Indemnity Agreement (Unsecured), made jointly and severally as of December 27, 2012, by and
between Inland Diversified Las Vegas Centennial Centre, L.L.C. and Inland Diversified Real Estate Trust, Inc. in
favor of Cantor Commercial Real Estate Lending, L.P. (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 January 3, 2013)

Guaranty of Recourse Obligations (Unsecured), made as of December 27, 2012, by Inland Diversified Real
Estate Trust, Inc. for the benefit of Cantor Commercial Real Estate Lending, L.P. (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 January 3, 2013)

Post-Closing Agreement, dated as of December 27, 2012, by Inland Diversified Las Vegas Centennial Centre,
L.L.C. to Cantor Commercial Real Estate Lending, L.P. (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 January 3, 2013)

Loan Agreement, dated as of December 27, 2012, between Inland Diversified Las Vegas Eastern Beltway, L.L.C.
and Cantor Commercial Real Estate Lending, L.P. (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 January
3,2013)

Promissory Note, dated as of December 27, 2012, by Inland Diversified Las Vegas Eastern Beltway, L.L.C. for
the benefit of Cantor Commercial Real Estate Lending, L.P. (incorporated by reference to Exhibit 10.16 to the
Registrant's Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange
Commission on January 3, 2013)

Environmental Indemnity Agreement (Unsecured), made jointly and severally as of December 27, 2012, by and
between Inland Diversified Las Vegas Eastern Beltway, L.L.C. and Inland Diversified Real Estate Trust, Inc. in
favor of Cantor Commercial Real Estate Lending, L.P. (incorporated by reference to Exhibit 10.17 to the
Registrant's Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange
Commission on January 3, 2013)

Guaranty of Recourse Obligations (Unsecured), made as of December 27, 2012, by Inland Diversified Real
Estate Trust, Inc. for the benefit of Cantor Commercial Real Estate Lending, L.P. (incorporated by reference to
Exhibit 10.18 to the Registrant's Current Report on Form 8-K, as filed by the Registrant with the Securities and
Exchange Commission on January 3, 2013)

Loan Agreement, dated as of December 27, 2012, by and among Inland Diversified Las Vegas Centennial
Gateway, L.L.C., Inland Diversified Henderson Eastgate, L.L.C. and The Royal Bank of Scotland PLC
(incorporated by reference to Exhibit 10.19 to the Registrant's Current Report on Form 8-K, as filed by the
Registrant with the Securities and Exchange Commission on January 3, 2013)

Promissory Note, dated as of December 27, 2012, by Inland Diversified Las Vegas Centennial Gateway, L.L.C.,
Inland Diversified Henderson Eastgate, L.L.C. for the benefit of The Royal Bank of Scotland PLC (incorporated
by reference to Exhibit 10.20 to the Registrant's Current Report on Form 8-K, as filed by the Registrant with the
Securities and Exchange Commission on January 3, 2013)

Contribution Agreement, entered into as of December 27, 2012, by and among Inland Diversified Las Vegas
Centennial Gateway, L.L.C., Inland Diversified Henderson Eastgate, L.L.C. and The Royal Bank of Scotland
PLC (incorporated by reference to Exhibit 10.21 to the Registrant's Current Report on Form 8-K, as filed by the
Registrant with the Securities and Exchange Commission on January 3, 2013)

Guaranty of Recourse Obligations, dated as of December 27, 2012, by Inland Diversified Real Estate Trust, Inc.
as guarantor, in favor of The Royal Bank of Scotland PLC (incorporated by reference to Exhibit 10.22 to the
Registrant's Current Report on Form 8-K, as filed by the Registrant with the Securities and Exchange
Commission on January 3, 2013)
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No. Description
10.102 Post Closing Obligations Letter, dated as of December 27, 2012, from Inland Diversified Las Vegas Centennial

Gateway, L.L.C. and Inland Diversified Henderson Eastgate, L.L.C. to The Royal Bank of Scotland PLC
(incorporated by reference to Exhibit 10.23 to the Registrant's Current Report on Form 8-K, as filed by the
Registrant with the Securities and Exchange Commission on January 3, 2013)

10.103 Agreement, dated as of January 4, 2013, between Inland Diversified Las Vegas Centennial Centre, L.L.C. and
Cantor Commercial Real Estate Lending, L.P. (incorporated by reference to Exhibit 10.1 to the Registrant's
Current Report on Form 8-K/A, as filed by the Registrant with the Securities and Exchange Commission on
January 9, 2013)

10.104 Agreement, dated as of January 4, 2013, between Inland Diversified Las Vegas Eastern Beltway, L.L.C. and
Cantor Commercial Real Estate Lending, L.P. (incorporated by reference to Exhibit 10.2 to the Registrant's
Current Report on Form 8-K/A, as filed by the Registrant with the Securities and Exchange Commission on

January 9, 2013)
14.1 Code of Ethics *
21.1 Subsidiaries of the Registrant*
23.1 Consent of KPMG LLP*
31.1 Certification by Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002*
31.2 Certification by Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002*
32.1 Certification by Principal Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002*
322 Certification by Principal Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002*
99.1 First Amendment to the Amended and Restated Share Repurchase Program of Inland Diversified Real Estate

Trust, Inc., effective November 1, 2011 (incorporated by reference to Exhibit 99.1 to the Registrant’s Current
Report on Form 8-K, as filed by the Registrant with the Securities and Exchange Commission on September 14,
2011)

101 The following financial information from our Annual Report on Form 10-K for the year ended December 31,
2012, filed with the Securities and Exchange Commission on March 13, 2013, is formatted in Extensible
Business Reporting Language (“XBRL”): (i) Consolidated Balance Sheets, (ii) Consolidated Statements of
Operations and Other Comprehensive Income, (iii) Consolidated Statements of Equity, (iv) Consolidated
Statements of Cash Flows (v) Notes to Consolidated Financial Statements (tagged as blocks of text). (1)

Filed as part of this Annual Report on Form 10-K.

(1) The XBRL related information in Exhibit 101 to this Annual Report on Form 10-K shall not be deemed “filed” for purposes of
Section 18 of the Securities and Exchange Act of 1934, as amended, or otherwise subject to liability of that section and shall
not be incorporated by reference into any filing or other document pursuant to the Securities Act of 1933, as amended, except
as shall be expressly set forth by specific reference in such filing or document.
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Exhibit 31.1
Certification of Principal Executive Officer

I, Barry L. Lazarus, certify that:

1.

2.

By:
Name:
Title:
Date:

I have reviewed this Annual Report on Form 10-K of Intand 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 I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢)) 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.

/s/ Barry L. Lazarus

Barry L. Lazarus
President (principal executive officer)
March 13,2013



Exhibit 31.2
Certification of Principal Financial Officer

1, Steven T. Hippel certify that:

1.

2.

By:
Name:
Title:
Date:

I 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 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. 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.

/s/ Steven T. Hippel

Steven T. Hippel
Treasurer and chief financial officer (principal financial officer)
March 13, 2013



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 year ended
December 31, 2012, 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:

(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

(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 13, 2013 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 year ended
December 31, 2012, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), Steven T. Hippel, treasurer and
chief financial 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

(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 13, 2013 By: /s/ Steven T. Hippel
Name: Steven T. Hippel
Title: Treasurer and chief financial 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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OUTSIDE COUNSEL
Shefsky & Froelich, Ltd.
111 East Wacker Drive
Suite 2800

Chicago, IL 60601

INDEPENDENT AUDITORS
KPMG LLP

303 East Wacker Drive
Chicago, IL 60601

TRANSFER AGENT

DST Systems, Inc.

P.O. Box 219287

Kansas City, MO 64121-9287

CORPORATE OFFICE
2901 Butterfield Road
Oak Brook, IL. 60523

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 12th, 2013
at 10:00am (CT) at the Inland Corporate Office located at

2901 Butterfield Road, Oak Brook, IL 60523.

INVESTOR SERVIGES

If you have any questions, please contact your Financial 0

Advisor or Inland Investor Services at 800.826.8228 or P.xr'ﬁm
by email at custserv@inland-investments.com. FSC eponsible sources

wetscoy  FSC® C101537

The companies depicted in the photographs herein may have proprietary interests in their trade names and trademarks and nothing herein
shall be considered to be an endorsement, authorization or approval of Inland Diversified by the companies. Further, none of these companies
are affiliated with Inland Diversified in any manner. The Inland name and logo are registered trademarks being used under license.

The statements and certain other information contained in this report, which can be identified by the use of forward-looking terminology such as
“may,” “will,” “expects,” “anticipates,” “believes,” “intends,” “should,” “estimates,” “could” or similar expressions, constitute “forward-looking
statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of
1934, as amended, and are subject to the safe harbors created thereby. These statements are not guarantees of future performance, and are
subject to a variety of risks and uncertainties, including but not limited to those risk factors listed and described under “Risk Factors” in Inland

Diversified’s Annual Report on Form 10-K. These risks and uncertainties could cause actual results to differ materially from those projected.
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April 2013

To Our Stockholders:

We are required by the terms of our governing documents to report certain information to you on an annual basis. In
particular we are required to report to you: (1) the ratio of the costs of raising capital during the year to the capital
raised; (2) the aggregate amount of fees paid to our sponsor, Inland Real Estate Investment Corporation, and any of
its affiliates including our business manager and real estate managers, which is described in our proxy statement for
the annual meeting of stockholders to be held on June 12, 2013; (3) the “total operating expenses” stated as a
percentage of “average invested assets” and “net income,” in each case as these terms are defined in our governing
documents; (4) a report from our independent directors that the policies being followed by us are in your best
interest, and the basis for this determination; and (5) full disclosure of all material terms, factors and circumstances
surrounding any and all transactions involving us, our directors, our sponsor or any of its or their affiliates during
2012.

We completed a “best efforts” offering on our shares of common stock on August 23, 2012. As of December 31,
2012, we had raised approximately $1.1 billion in gross offering proceeds from the sale of common stock in our
“best efforts” public offering and approximately $50.6 million by selling shares through our distribution
reinvestment plan. For the year ended December 31, 2012, the ratio of the costs of raising capital to the capital
raised was 10.1%. During the year ended December 31, 2012, we paid certain fees, and reimbursed certain
expenses, to our sponsor and its affiliates, including our real estate managers, as described in the “Certain
Relationships and Related Transactions™ section of our proxy statement for the annual meeting of stockholders to be
held on June 12, 2013. Our “total operating expenses” for the year ended December 31, 2012, as a percentage of
“average invested assets” and “net income” for that year, were 0.4% and 7.9%, respectively, which is below our
charter limits of 2.0% and 25%, respectively. Please note that these terms are defined in our charter in accordance
with the policy guidelines promulgated by the state regulatory bodies. The material terms, factors and
circumstances surrounding any and all transactions involving us, our directors, our sponsor or any of its or their
affiliates during the last year are described in our proxy statement under the caption “Certain Relationships and
Related Transactions.”

The report of our independent directors is attached as Appendix A to this letter. This letter and the attached report
of our independent directors are provided to you as required by our governing documents and should not be
considered additional soliciting material or filed under the Securities Exchange Act of 1934, as amended. We thank
you for your support.

Respectfuily submitted,
Barry L. Lazarus
President / COO

Enclosures

cc: Broker Dealer
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APPENDIX A

REPORT OF INDEPENDENT DIRECTORS

As noted in Mr. Lazarus’ letter, we are required to report to you on whether we believe that the policies being
followed by the Company are in your best interests, and the basis for that determination.

As noted in the Company’s proxy statement for the annual meeting of stockholders to be held on June 12, 2013, we
met as a board sixteen times last year. Through these meetings, as well as evaluating the materials prepared for
these meetings and discussions with management, we evaluated the Company’s business and policies and
determined whether acquisitions, financings or other strategic courses of action were in your best interest. Each
transaction or action requiring board approval must be approved by a majority of the board, including a majority of
the independent directors. Each transaction or action that the Company engaged in during the preceding fiscal year
was, in fact, so approved. Additionally, we concurred with Management’s recommendation not to acquire certain
properties as we believed they did not meet the investment objectives of the Company.

During the year ended December 31, 2012, the Company, directly or indirectly, purchased 92 properties totaling 6.8
million square feet and 144 multi-family units for approximately $1.2 billion, net of assumed debt and other
prorations. Prior to purchasing any properties directly, the Company received an appraisal, prepared by an
independent third party, which reported a value for the subject property equal to or greater than the purchase price.
All of these purchases were completed with unaffiliated third parties as a result of negotiations conducted on an
arm’s-length basis. Consistent with the Company’s investment objectives, during 2012 the Company continued to
invest in real-estate related securities, including the securities of traded REITs.

In addition, as detailed in the proxy statement under the caption “Certain Relationships and Related Transactions,”
during 2012 the Company engaged in certain transactions with, and paid certain fees and reimbursed certain
expenses to, its sponsor, Inland Real Estate Investment Corporation, and its affiliates, including the Company’s
business manager and real estate managers. We believe each of these transactions was fair to us. Generally, these
transactions must be, and in 2012 were, approved by a majority of the Company’s disinterested directors, including
a majority of our disinterested independent directors, as being fair and reasonable to the Company and on terms and
conditions not less favorable to the Company than those available from unaffiliated third parties.

Since December 31, 2012, we have approved distributions payable at the annualized rate of 6% based on a purchase
price of $10.00 per share at each of our regularly scheduled meetings in January, February, March and April 2013.

Respectfully Submitted,

Lee Daniels

Gerald W. Grupe
Heidi N. Lawton
Charles H. Wurtzebach
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Date: June 12, 2013

Time: 10:00 a.m. central time

Place: 2901 Butterfield Road
Oak Brook, Illinois 60523



Inland Diversified Real Estate Trust, Inc.
2901 Butterfield Road
Oak Brook, Illinois 60523
(800) 826-8228

Notice of Annual Meeting of Stockholders
to be held
June 12, 2013

Dear Stockholder:

Our annual stockholders’ meeting will be held on June 12, 2013, at 10:00 a.m. central time,
at our principal executive offices located at 2901 Butterfield Road in Oak Brook, Illinois 60523.
At our annual meeting, we will ask you to:

. elect seven directors; and
. transact any other business that may be properly presented at the annual meeting.

If you were a stockholder of record at the close of business on March 29, 2013, you may
vote in person at the annual meeting and any postponements or adjournments of the meeting. A
list of these stockholders will be available at our offices before the annual meeting.

Please sign, date and promptly return the enclosed proxy card in the enclosed envelope, or
vote by telephone or Internet (instructions are on your proxy card), so that your shares will be
represented whether or not you attend the annual meeting.

By order of the Board of Directors,

({01 Pl ~

Cathleen M. Hrtanek

Secretary
April 16, 2013
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This proxy statement contains information related to the annual meeting of stockholders
to be held June 12, 2013, beginning at 10:00 a.m. central time, at our principal executive offices
located at 2901 Butterfield Road, Oak Brook, Illinois 60523, and at any postponements or
adjournments thereof. This proxy statement is being mailed to stockholders on or about April 16,
2013.

INFORMATION ABOUT THE ANNUAL MEETING
Information About Attending the Annual Meeting

The board of directors of Inland Diversified Real Estate Trust, Inc. (referred to herein as the
“Company,” “we,” “our” or “us”), a Maryland corporation, is soliciting your vote for the 2013
annual meeting of stockholders. At the meeting, you will be asked to:

. elect seven directors; and
. transact any other business that may be properly presented at the annual meeting.

The board of directors recommends that you vote “FOR” each of the nominees for election
as director who are named in this proxy statement. If you own shares of common stock in more
than one account, such as individually and jointly with your spouse, you may receive more than
one set of these materials. Please make sure to vote all of your shares. This proxy statement
summarizes information we are required to provide to you under the rules of the Securities and
Exchange Commission (the “SEC”). If you plan on attending the annual meeting of stockholders
in person, please contact Ms. Roberta S. Matlin, our vice president, at (800) 826-8228, so that we
can arrange for sufficient space to accommodate all attendees.

Information About Voting

Holders of our common stock at the close of business on March 29, 2013 (the “Record
Date”) are entitled to receive this notice and to vote their shares at the anhual meeting. As of the
Record Date, there were 115,619,679 shares of our common stock outstanding. Each share of
common stock is entitled to one vote on each matter properly brought before the meeting.

Your vote is needed to ensure that the proposal can be acted upon. We are a widely held
company, and no large affiliated groups of stockholders own substantial blocks of our shares. As
a result, a large number of our stockholders must be present in person or by proxy at the annual

meeting. Therefore, your vote is very important, even if you own a small number of shares.

Your immediate response will help avoid potential delays and may save us si nificant

additional expense associated with soliciting stockholder votes. We welcome your attendance

at the meeting.

You may vote in person or by granting us a proxy to vote on the proposal. You may authorize
a proxy in any of the following ways:



. by mail: sign, date and return the proxy card in the enclosed envelope;

. via telephone: dial (888) 426-7019 and follow the instructions provided on the proxy
card; or i ' _ ‘
. via the Internet: go to www.proxyvoting.com/indiv and follow the instructions

provided on the. proxy card.

Ifyou return your proxy card but do not indié,,a_ite how your shares should be voted, they will
be voted “FOR” each of the nominees slated for election as a director who are named in this proxy
statement.

If you grant us a proxy, you may nevertheless revoke your proxy at any time before it is
exercised by: (1) sending written notice to us, Attention: Ms. Roberta S. Matlin, vice president; (2)
providing us with:a later-dated proxy; or (3) attending the annual meeting in person and voting your
shares. Merely attending the annual meeting, without further action, will not revoke your proxy.

Informatioh Regardi‘hg Tdbulatibn of the .Vot’e -

We have hired Morrow & Co., LLC (“Morrow”), 470 West Ave, Stamford, CT 06902, to
solicit proxies on our behalf. In addition, Morrow will tabulate all votes cast at the annual meeting
and will act as the inspector of election. - f ‘ ’ ‘

Quorum Requirement -

The presence, in person or.by proxy, of stockholders holding 50% or more of the shares of
our common stock outstanding is necessary to constitute a “quorum.” There must be a quorum
present in order for the annual meeting to be a duly held meeting at which business can be conducted.
If you submijt a.proﬁerly_executed proxy. card, even if you abstain from voting or do not give
instructions for voting, then your shares will be considered present for purposes of establishing a
quorum. : :

Infarmatiah About Vote Necessary for Actwn :t'a be Taken ,

Each nominee for director must receive the affirmjative vote of a majority of the shares of
common stock jjgésent in person or by proxy at the annual meeting to be elected. Aproperly executed
proxy marked “withhold authority” will be counted for purposés of establishing a quorum, but will
have the effect of a vote against each nominee for director for which authority is withheld. ‘



Costs of Proxies

We will bear all costs-and expenses incurred in connection with soliciting proxies. Our
directors and executive officers, as well as certain employees of our business manager, Inland
Diversified Business Manager & Advisor, Inc. (sometimes referred to herein as the “Business
Manager”), also may solicit proxies by mail, personal contact, letter, telephone, telegram, facsimile
or other electronic means. These individuals will not receive any additional compensation for these
activities, but may be reimbursed by us for their reasonable out-of-pocket expenses. In addition,
we have hired Morrow to solicit proxies on our behalf. We will pay Motrow a fee of up to $5,500
plus a fee equal to $5.50 for each stockholder solicited by telephone and any out-of-pocket expenses
for soliciting proxies.

Other Matters ’

We are not aware of any other matter to be presented at the annual meeting. Generally, no
business aside from the items discussed in this proxy statement may be transacted at the meeting.
If, however, any other matter properly comes before the annual meeting as determined by the
chairman of the meeting, your proxies are authorized to act on the proposal at their discretion.

Important Notice Regardmg the Avatlabihty of Proxy Matenals

Important Notice Regardmg the Avallablhty of Proxy Materials for the Annual Meetmg
of Stockholders to be Held on June 12,2013. This proxy statement, the proxy card and our annual
report to stockholders for the year ended December 31, 2012 are available 'on our website at
www.inlanddiversified.com. Additional copies of this proxy statement, our annual report to
stockholders or our Annual Report on Form 10-K for the year ended December 31, 2012 will be
furnished to you, without charge, by writing us at 2901 Butterfield Road, Oak Brook, Illinois 60523,
Attention: Investor Relatlons If requested by stockholders, we also will provide copies of exhibits
to our Annual Report on Form 10-K for the year ended December 31, 2012 for a reasonable fee

All of the reports proxy materials and other information that we file with the SEC also can
be inspected and copied at the Public Reference Room maintained by the SEC at 100 F Street, N.E.,
Room 1580, Washington, D.C. 20549. Copies also can be obtained by mail from"thie Pubhc'
Reference Room at prescribed rates. Please call the SEC at (800) SEC-0330 for further information
on the operation of the Public Reference Room In addition, the SEC maintains an Internet website
(www.sec.gov) that contams Teports, proxy and mfornmtlon statements and other mformatlon
regarding registrants that ﬁle electronlcally w1th the SEC. “



STOCK OWNERSHIP
Stock Owned by Certain Beneficial Owners and Mdnage,ment

Based on areview of filings with the SEC, the following table reflects the amount of common
stock beneficially owned (unless otherwise indicated) by (1) persons that beneficially own more
than 5% of the outstanding shares of our common stock; (2) our directors and each nominee for
director; (3) our executive officers; and (4) our directors and:executive officers as a group. All
information is as of April 12, 2013.

t

" Amount and Nature

' A T : of Beneficial Percent
Name and Address of Beneficial Owner (1) -~ Ownership (2) of Class
Robert D. Parks, Director and Chairman of the Board (3) ~~ 61,007 *
Lee A. Daniels, Independent Director (4) 4,142 *
Gerald W. Grupe, Independent Director (5) 10,000 *

- Brenda G. Gujral, Director (6), _ L 3,716 *
Heidi N. Lawton, Independent Director o — —
Barry L, Lazarus, Director and President (7) . . - 18,657 *

‘Charles H. Wurtzebach, Independeit Director (8) o 1,179 *

" Roberta S. Matlin, Vice President (9) 1,095 ox
Steven T. Hippel, Treasurer and Chief Financial Officer _
Cathleen M. Hrtanek, Secretary (10) ~ ° 3,501 *

_ AlT Directors and Officers as a group (ten persons) 103,297 *

* “Lessthan1% . - ... .- R v . :
(1) The business address of each person listed in the table is c/o Inland Diversified Real Estate Trust, Inc., 2901
=" Butterfield Road, Oak Brook, Illinois 60523." : '
(2) Al fractional ownership amounts have been rounded to the nearest whole number.
(3) Mr. Parks has sole voting power and shares investment power with his wife over all of the shares that he
beneficially owns.
(4)  Mr. Daniels has sole voting and investment power over all of the shares that he beneficially owns.
(5) Mr. Grupe and his wife share voting and investment power over all of the shares that he beneficially owns.
(6) Ms. Gujral has sole voting power and shares investment power with her husband over 488 of the shares that
~,. . she beneficially owns. Ms. Gujral has sple voting and investment power over the remainder of the shares that
~ she beneficially owns. _ SN L —
(7) Mr. Lazarus has sole voting power and shares investment power with his brother over 5,000 of the shares
*that he beneficially owns. ‘M. Lazarus has sole voting power and shares investment power with his wife
over the remainder of the shares that he beneficially owns. - , S
(8) Mr. Wurtzebach has sole voting and investment power over al] of the shares that he beneficially owns.
(9) Ms. Matlin has sole voting power and shares investment power with the trustee of her trust over all of the
shares that she beneficially owns.

(10) Ms. Hitanek has sole voting and investment power over all of'the shares that she beneficially owns.
Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended (the “Exchange Act”),
requires each director, officer and individual beneficially owning more than 10% of our common

stock to file initial statements of beneficial ownership (Form 3) and statements of changes in
beneficial ownership (Forms 4 and 5) of our common stock with the SEC. Officers, directors and
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greater than 10% beneficial owners dte required by SEC rules to furnish us with copies of all forms
they file. Based solely on a review of the copies of these forms furnished to us during, and with
respect to, the fiscal year ended December 31, 2012, or written representations that no additional
forms were required, we believe that all of our officers and directors and persons that beneficially
owned more than 10% of the outstanding shares of our common stock complied w1th these ﬁhng
requirements dunng the ﬁscal year ended December 31, 2012.

Interest of Certain Persons in Maﬁers'loéBe'Acted On

No director, executive officer, nominee for election as a director or associate of any director,
executive officer or nominee has any substantial interest, direct or indirect, through security
holdmgs or otherw18e, in any matter to be acted upon at the annual meeting.

T d

CORPORATE GOVERNANCE PRINCIPLES
Independence

Our business is managed under the direction and oversight of our board. The methbers of
our board are Lee A. Daniels, Gerald W. Grupe, Brenda G. Gujral, Heidi N. Lawton, Barry L.
Lazarus, Robert D. Parks and Charles H. Wurtzebach. As requlred by our charter, a maj onty of our
directors must be “independent.” As defined by our charter, an “1ndependent director” is"a pérson
who: (1) is not directly or indirectly associated, and has not been dlrectly or 1nd1rectly associated
within the two years prior to becoming an independent director, w1th our sponsor, Inland Real Estate
Investment Corporation (“IREIC”), our Business Manager or any “of the1r aﬁihates whether by
ownership of, ownership interest in, employment by, any material ‘business or professional
relationship with or as an officer or director of IREIC, our Business Manager or any of theiraffiliates;
(2) has not served, or is not sérving, as ditectors for more than three REITs originated by IREIC or
advised by the Business Manager or any of'its affiliates; and (3) performs no other servxces for the
Company, except as a director. ~ : ,

Although our shares are not ‘listed for trading on any national securities exchange and
therefore our board of dlreetors is not subject to the independence requirements of the New York
Stock Exchange (“NYSE”) or any other national securities exchange, our board has evaluated
whether our directors are “independent” as defined by the NYSE. The NYSE standards provide
that to qualify as an independent director, among, other things, the board of directors must
affirmatively determine that a director has no material relationship with the Company (either directly
or as a partner, stockholder or officer of an organization that has a relationship with the Company).

After reviewing all relevant transactions or.relationships between each director, or any of
his or her family members, and the Company, our management and our independent registered
public accounting firm, and considering ach director's direct and indirect assogiation with IREIC,
our Business Manager or any of their affiliates, the board has determined that Ms. Lawton along

~with Messrs. Daniels, Grupe and Wurtzebach qualify as independent directors.



Board Leadership Structure and Risk Oversight

We have separated the roles of the president and chairman of the board in recognition of the
differences between the two roles. Mr. Lazarus, in his role as both our president and the president
of our Business Manager, is responsible for setting the strategic direction for the Company and for
providing the day to day leadership of the Company. Mr. Parks, as chairman of the board, organizes
the work of the board and ensures that the board has access to sufficient information to carry out
its functions. Mr. Parks presides over meetings of the board of directors and stockholders, establishes
the agenda for each meeting and oversees the distribution of information to directors.

Although we do not have a lead independent director, our board believes that it is able to
effectively provide independent oversight of our business and affairs, including risks facing the
Company, without a lead independent director through the composition of our board of directors,
the strong leadership of the independent directors and the independent committees of our board.
Our full board of directors, including our independent directors, is responsible for approving all
transactions, and each transaction between us and our Business Manager or its affiliates must be
approved by the affirmative vote of a majority of our directors, including a majority of our
independent directors, not otherwise interésted in the transaction. In addition, each board member
is kept apprised of our business and developments impacting our business and has complete and
open access to the members of our management team, our Business Manager and our real estate
managers, Inland Diversified Real Estate Services LLC, Inland Diversified Asset Services LLC,
Inland Diversified Leasing Services LLC and Inland Diversified Development Services LLC
(collectively, our “Real Estate Managers”). ‘ ' '

Our board is actively involved in overseeing risk management for the Company. Our board
of directors oversees risk through: (1) its review and discussion of regular periodic reports to the
board of directors and its committees, including managerment reports and studies on existing market
conditions, leasing activity and property operating data, as well as actual and projected financial
results, and various other matters relating to our business; (2) the required approval by the board
financings and our agreements with our Business Manager, our Real Estate Managers and the
ancillary service providers; (3) the oversight of our business by the audit and nominating and
corporate governance committees; arid (4) its review and discussion of regular periodic reports from
our independent public accounting firm and other outside consultants regarding various areas of
potential risk, including, among others, those relating to the qualification of the Company as a REIT
for tax purposes and our internal control over financial reporting. DR '

Communicating with Directors

Stockholders wishing to communicate with our board and the individual directors may send
communications by letter, e-mail or telephone, in care of our corporate secretary, who will review
and forward all correspondence to the appropriate person or persons for a response.

Our non-retaliation policy, also known as our “whistleblower” policy, prohibits us from
retaliating or taking any adverse action against our employees, or the employees of our Business
Manager or its affiliates, for raising a concern, including concerns about accounting, internal controls
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or auditing matters. Employees preferring to raise their concerns in a confidential or anonymeous
manner may do so by contacting our compliance officer at (630) 218-8000. A complete copy of
our non-retaliation policy may be found on our website at wwwmlanddrversrﬁed .com under the
“Corporate Govemance” tab. :

Commiittees of our Board of Directors

. Our board has formed an audit committee and a nommatmg and corporate govemance
committee. Each committee is comprised of three 1ndependent directors and each committeg has
adopted a written charter, which is available on our website at www. 1nlandd1ver31ﬁed com under
the “Corporate Governance” tab. '

, Audtt Commtttee Our board has formed a separately-desrgnated standmg audit comrmttee
compnsed of Messrs. Daniels and Waurtzebach and Ms. Lawton. Mr. Wurtzebach serves as, the
chairman of this committee, and our board has determined that Mr. Wurtzebach qualifies as an

“audit committee financial expert” as defined by the SEC. The audit committee assists the board
in fulfilling its oversight responsibility relating to: (1) the integrity of our financial statements; (2)
our compliance with legal and regulatory requirements; (3) the qualifications and independence of
the independent registered public accounting firm; (4) the adequacy of our internal controls; and
(5) the performance of our independent registered public accounting. firm. The repart of the
committee is included in this proxy statement.

J

Nominating and Corporate Governance Committee. The nomlnatlng and corporate
governance committee is comprised of Messrs. Daniels, Grupe and Wurtzebach and Ms. Lawton.
Mr. Daniels serves as the chairman of this committee. The committee is responsible for
recommending individuals to the board for nomination as members of the board and its committees
as well as developing and recommending.corporate governance guidelines. The committee
considers all qualified candidates identified by members of the committee, by other members of
the board of directors, by the Business Manager and by stockholders. In recommendmg candidates
for director.positions, the committee takes into account many. factors and evaluates each dlrector
candldate in light of, among other things, the candidate's knowledge, experience, Judgmcnt and
skills such as an understanding of the real estate industry or brokerage industry or aggounting or
financial management expertise, Other considerations include the candidate's mdependence from
conflict with the Company and the ability of the candidate to devote an appropriate amount of, effort
to anrd dutres The committee also focuses on persons actlvely engaged in their occupations or
professwns or are otherwise regularly mvolved inthe business, professwnal or academic community;
A majority of our directors must be 1ndependent as defined in our charter. Moreover, as required
by our charter, at least one of our independent directors must have at least three years of ralevant
real estate experience, and each director, other than the independent directors, must have at least
three years of relevant -experience demonstrating the knowledge and experience required to
successfully evaluate the type ofassets we acquire. The committee also considers diversity in its
broadest sense, including persons diverse in geography, gender and ethnicity as well as representing
diverse experiences, skills and backgrounds. The committee evaluates each individual candidate
by considering all of these factors as a whole, favoring active dehberatlon rather than the use of
rigid formulas to ass1gn relative werghts to'these factors o

8



Other Committees. Our board does not have a compensation committee or a charter that
governs the qompensation process. Instead, the full board of directors performs the functions of a
compensation committee, including reviewing and approving all forms of compensation for our
independent directors. In addition, our independent directors determine, at least annually, that the
compensation that we contract to pay to our Business Manager is reasonable in relation to the nature
and quality of services performed or to be performed, and is within the limits prescribed by our
charter and applicable law. Our beard does net believe that it requires a separate compensation
committee at this. time because we do.not separately compensate our executive officers for their
service as officers, nor do we reimburse either our Business Manager or our Real Estate Managers
for any compensation paid to their employees who also serve as our executive officers, other than
through the general fees we pay to-our Business Manager or our Real Estate Managers under the
business management.agreement and real estate management agreements, respectively.

Code of Ethics

Our board has adopted a code of ethigs applicable to our directors, officers and employees which:
is available on our website at www.inlanddiversified.com. In addition, printed copies of the code
of ethics are available to any stockholder, without charge, by writing us at 2901 Butterfield Road,
Oak Brook; Illinois 60523, Attention: Investor Relations. ’

" PROPOSALNO. 1 - ELECTION OF DIRECTORS

N Our board has no,‘min'atéd'th‘é seven individuals set forth below to serve as directors. MessTs.
Daniels, Grupe and Wurtzebach and Ms. Lawton have been nominated to serve as independent
directors. Messrs. Lazarus and Parks and Ms. Gujral also have been nominated to serve as directors.
The nominating and corporate governance committee recommended, and the board approved, these
seven individuals to serve as members of the board on April 3,2013. o

If you return a proxy card but do not indicate how your shares should be voted, they will
be voted “FOR” each of the nominees. 'We know of no reason why any nominee will be unable to
serve if elected. If any nominee is unable to serve, your proxy may vote for another nominee
proposed by the board, or the board may reduce the number of directors to be elected. If any director
resigns, dies or is otherwise unable to serve out his or her term, or if the board increases the number
of directors, the poard may fill the vacancy until the next annual meeting of stockholders.

The following sets forth each nominee's principal occupation and business, as well as the
specific experience, qualifications, ttributes and skills that led to the conclusion by the board that
the nominee should sérve as a ditector of the Compaiiy.*All ages are stated as of Jahuary 1, 2013.
As used herein, “Inland” refers to some or all of the entities that are a part of The Inland Real Estate
Group of Companies, Inc., which is comprised of a group of independent legal entities, some of
which share ownership or have been sponsored and managed by IREIC or its subsidiaries.

Robert D. Parks, 69. Director and chairman of the board since June 2008. Mr. Parks has
over forty years of experience in the commercial real estate industry, having been a principal of the
Inland orgariization since May 1968. ‘M. Parks is currently chairman of IREIC, a position he has
heid since Novémber 1984 He has also served as a director of Inland Investment Advisors, Inc.
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since June 1995, and served as a director of Inland Securities Corporation from August 1984 until
June 2009. He sérved as a director of Inland Real Estate Corporation from 1994 through June 2008,
and served as chairman of the board from May 1994 to May 2004 and president ahd chief executive
officer from 1994 to April 2008. He also served as a director and chairman of the board of Intand
Retail Real Estate Trust, Inc. from its inception in September 1998 to March 2006, and as chief
executive officer until December 2004, and as the chairman of the board and a dire¢tor of Retail
Properties of America, Inc.: (formerly, Inland Western Retail Real Estate Trust, Inc.) from its
inception in March 2003 to October 2010. Mr. Parks also has served as the chairman of the board
and a director of Inland American Real Estate Trust, Inc. since its inception in October 2004. '

Mr. Parks is responsible for the ongoing administration of existing investment programs,
corporate budgeting and administration for IREIC. He oversees and coordinates the marketing of
all investments and investor relations.

Prior to joining Inland, Mr. Parks taught in Chicago's public schools. He received his bachelor
degree from Northeastern Illinois University and his master's degree from the University of Chicago.
He is a member of the National Association of Real Estate Investment Trusts, or “NAREIT.”

Lee A. Daniels, 70. Independent director since September 2008. Mr. Daniels brings to the
board a depth of knowledge and experience regarding government and commumty relations, based
on his more than forty five years of legal practice and government experience. Mr. Daniels founded
Lee Daniels & Associates, LLC, a consulting firm for government and community relations, in
February 2007. From 2007 to 2012 Mr. Daniels was a principal in a commercial real estate firm.
From 1992 to 2006, Mr. Daniels was an equity partner at the Chicago law firm of Bell Boyd &
Lloyd, and previously had been an equity partner at Katten Muchin & Zavis from 1982 to 1991 and
Daniels & Faris from 1967 to 1982. From 1971 to 1974, Mr. Daniels served as Special Assistant
Attorney General for the State of Illinois. Mr. Daniels served as a member of the Illinois House of
Representatives from 1975 to 2007, and was Speaker of the Illinois House of Representatives from
1995 to 1997 and the Republican Leader from 1983 to 2003.

Mr. Daniels has served as a director of Inland Real Estate Income Trust, Inc. since February
2012. Mr. Daniels currently serves on the Board of Governors and Healthcare Board of Trustees
for Elmhurst Memorial Hospital (since 1981) and Haymarket Center in Chicago (since June 2010).
Mr. Daniels previously served on boards of directors of Suburban Bank of Elmhurst and Elmhurst
Federal Savings and Loan Association. Mr. Daniels received his bachelor degree from University
of Iowa in Iowa City and received his law degree from The John Marshall Law School in Chicago,
Illinois. Mr. Daniels serves as a Distinguished Fellow in the Political Science Department and
Special Assistant to the President for Government and Community Relations at Elmhurst College.

Gerald W. Gmpe, 74 Independent director since Octobér 2009. Mr. Grupe founded Ideal
Insurance Agency, Inc., serving as president and chief executive officer from June 1980 to June
2009. Ideal provides insurance program administration, claims administration and related services
to. public and quasi-public entities in Illinois, including representing the Volunteer Firemen's
Insurance Services, for whlch Mr. Grupe served as reglonal director from June 1974 to June 2009.
Mr. Grupe retired from Ideal in June 2009. In addition, Mr. Grupe served as the chairman of the
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board of the Illinois Public Risk Fund from 1984 to June 2006 and served as its treasurer from June
2006 to June 2009.

A Brenda G. Gujral, 70. Director since June 2008, and president from June 2008 to May 2009.
Ms. Gujral was appointed president of Inland Securities Corporation in January 2013; she previously
served as the president and chief operating officer of Inland Securities Corporation from January
1997 to June 2009, and has been a director of Inland Securities Corporation since January 1997.
Ms: Guijral is a director of IREIC and has served as its president since February 2012 (and served
in that capacity from July 1987 through June 1992 and again from January 1998 through January
2011). In addition, Ms. Gujral served as the chief executive officer of IREIC from January 2008 to
February 2012. Ms. Gujral has served as a director of Inland Investment Advisors, Inc., an investment
advisor, since January 2001, and has served as a director (March 2003 to May 2012) and chief
executive officer (June 2005.to November 2007) of Retail Properties of America, Inc. (formerly,
Inland Western Retail Real Estate Trust, Inc.), as director (since June 2008) and as president (since
its inception in October 2004 to September 2012) of Inland American Real Estate Trust, Inc. and
as a director and chairman of the board (August 2011 to June 2012) of Inland Real Estate Income
Trust, Inc. (formerly, Inland Monthly Income Trust, Inc.). Ms. Guijral also has been the chairman
of the board (since May 2001) and the president (since May 2012) of Inland Private Capital
‘Corporation formerly, Inland Real Estate Exchange Corporation)' and a' director of Inland
Opportunity Business Manager & Advisor, Inc. since April 2009. Ms. Gujral was a director of
Inland Retail Real Estate Trust, Iric. from its inception in September 1998 until it was acquired in

-February 2007. S : L :

t Ms. Gujral has overall responsibility for the operations of IREIC, including investor
relations, regulatory compliance and filings, review of asset. management activities and broker-
dealer marketing and communication. Ms, Gujral works with'internal and outside legal counsel in
structuring IREIC's.investment programs and in connection with preparing offering documents and
registering the related securities with the SEC and state securities commissions.

Ms. Guijral has been with the Inland organization for thirty-six years, becoming an officer
in 1982. Prior to joining the Inland organization, she worked for the Land Use Planning Commission
of the State of Oregon, establishing an office in Portland, to implement land use legislation for
Oregon. Ms. Gujral graduated from California State University, in Fresno. She holds Series 7, 22,
39 and 63 cestifications from FINRA, and is a member of NAREIT, the Investment Program
Association and the Real Estate Investment Securities Association. Additionally, Ms. Gujral serves
on the board of directors of the Disability Rights Center of the Virgin Islands, an organization that
focuses on advancing the legal rights of people with disabilities in the U.S. Virgin Islands.

Heidi N. Lawton, 50. Independent director since July 2010. Since 1994, Ms. Lawton has
also served as a member of the board of directors of Inland Real Estate Corporation (NY SE: IRC),
the chairperson of IRC's compensation committee and 3 member of IRC's nominating and corporate

. governance committee and audit committee. Ms. Lawton is the managing broker and principal of
Lawton Realty Group, Inc., a full service commercial real estate brokerage, development and
management firm, which she founded in 1989. Ms: Lawton has over twenty years of experience
acquiring, developing and managing, as well as arranging financing for large commercial properties.
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‘Through her'experiences she has developed skills in assessing risk and reading and writing financial
reports. She has also successfully turned around failed developments and associdtions. Her areas
of expertise include acqulsltlons for property development; structuring real estate investments,
property conversions, dhd" rmplementmg value add strategies. Ms. Lawton has been licensed as a
real estate professional ‘Sirice 1982 and sérVed as president of the Northern 'Hlinois Commerclal
Assomatlon of Realtors m 2009 ’

' Bany L. Lazarus, 66. Dlrector since October 2009, and our pres1dent and chief operating
officer, -4s ‘well as a director and the president of our Business Manager, since May 2009.' Mr.
Lazarus has been affiliated with the Inland organization for forty years. Mr. Lazarus originally
joined the Inland organization in 1973, after three years in public accounting, His fifst position was
controller and he was later'promoted to treasurer. In 1979, he relocated'to Arizona and formed The
Butterfield Company, a development and contracting firm, while also-serving as a consultant to
investors inseveral comeércial ventures. In Qctober 1990, Mr. Lazarus rejoined Inland and became
the president of Intérvest Midwest Real Estate Corporation (“Intervest”), then an affiliate of The
Inland Group, Inc. and in ‘1994 Mr. Lazarus's company Wisconsin and Southern Land Company,
Inc. acqmred InterveSt from:The Inland Group, Inc. :

B From January 1999 thr;ough December 2004 Mr. Lazarus was: pres1dent and ch1ef ﬁnanc1al
officer of Inland Retail Real Estate Trust, Inc. (“IRRETI”). In December2004, he was alsopromoted
to chief executive officer at which timie he relinquished his position as chief finangial officer. As
chief financial officer, Mr. Lazarus structured the company's overall financial plan, including
budgeting, arranging corporate lines of credit and development and permanent financing. As
president, he coordinated the major operating divisions of IRRETI as well as the various entities
providing services to IRRETI. He was part of the team of professionals that negotiated the merger
and sale of IRRETI to Developers Diversified Real Estate Corporation (NYSE: PDR), which closed

. in February 2007. In May+2007; Mr. Lazarus became chief executive officer of Inland Atlantic
Development Corporation, a private company providing development services in the Southeastern
United States. Mr. Lazarus received his bachelor of business administration degree from the
Umvemty of Wlsconsm andisa certlﬁed public accountant. '

CharlesH Wurtzebach Ph.D., 63. Independent dlrector since May 2009 Mr. Wurtzebach
is currently the George L. Ruff'Visiting Professor in Real Estate Studies in the Department of Real
Estate at DePaul University in Chicago, Illinois, lecturing at both the undergraduate and graduate
levels, participating in jointresearch projects with other faculty, and providing support to the DePaul
Real Estate Center. Mri'Wurtzebach joined the faculty at DePaul University in January 2009. From
1999 to November 2008, Mr: Wurtzebach served as managing director and property chiefinvestment
officer of Henderson Global Investors (North America) Inc., where he was responsible for the
strategic portfolio planmng and the overall management of Henderson's North American business.
This included responsibility'for Henderson's overall product offerings including institutional equity,

property, and retail equity and fixéd interest. As property chief investment officer, Mr. Wurtzebach
worked directly with Henderson's property portfolio managers ‘developing client investment
strategies. He also chaired Henderson's North American Property Investment and Management
Committees. He was also-4'member of Henderson's Global Senior Management Team. Mr.
Wurtzebach was president and chief executive officer of Heitman Capital Management from June
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1994 to May 1998 and president of JMB Institutional Realty from June 1991 to June 1994. In these
positions with Heitman and JMB, Mr. Wurtzebach actively supervised the financial risk exposure,
financial reporting and internal control procedures of each company. In addition, Mr. Wurtzebach
was the Director of the Real Estate and Urban Land Economics program within the Graduate School
of Business at the University of Texas at Austin from 1974 to 1986. ~ ' '

Mr. Wurtzebach has co-authored or acted as co-editor of several books including Modern
Real Estate, co-authored with Mike Miles, and Managing Real Estate Portfolios, c6-edited with
Susan Hudson-Wilson. Additional publication experience includes authoring numerous acadertiic
and professional articles. A frequent featured speaker at professional and academic gatherings, Mr.
Waurtzebach was the 1994 recipient of the prestigious Graaskamp Award for Research Excellence
presented by the Pension Real Estate Association and is a member of the American Real Estate
Society and a past president and director of the Real Estate Research Institute. Mr. Wurtzebach
obtained his bachelor degree from DePaul University, a master's degree in business administration
from Northern Illinois University and a Ph.D in finance from the University of Illinois at Urbana.

RECOMMENDATION OF THE BOARD: The board recommends that you vote “FOR”
the election of all seven nominees.

Independent Director Compensation

We pay our independent directors an annual fee of $30,000 plus $1,250 for each in-person
meeting of the board and $750 for each meeting of the board attended by telephone. We also pay
the chairperson of our audit committee an annual fee of $10,000 and the chairpersons of any other
committee of our board, including any special committee, an annual fee of $7,500. We pay our
independent directors $750 for each in-person meeting of each committee of the board and $500
for each meeting of each committee of the board attended by telephone. We reimburse all of our
directors for any out-of-pocket expenses incurred by them in attending meetings. We do not
compensate any director that also is an employee of our Company, our Business Manager or its
affiliates.

The following table further summarizes compensation earned by the independent directors
for the year ended December 31, 2012.

Fees Earned in All Other
Cash ($) Compensation ($) Total (%)
Lee A. Daniels 42,500 — 42,500
Gerald W. Grupe 33,350 — 33,350
Heidi N. Lawton 36,500 — 36,500
Charles H. Wurtzebach 41,700 — 41,700
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| Meetings of the Bodrd | bf birectors, Audii‘Com‘;nitteé &clu;d Stockhold&s

Dunng the year ended December 31, 2012 our board met 16 tlmes the audlt comrmttee met five
times and the nominating and corporate governance committee met three times. Each of our
directors attended at least 75% of the aggregate amount of the meetings of the board during the
period for whlch he or she was.a directqr, and any committee on which he or she served in 2012.
We encourage our dlrectors to attend our annyal meetings of stockholders, and in 2012, each
director did so attend.
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EXECUTIVE COMPENSATION
Executive Officers

The board of directors annually elects our executive officers. These officers may be
terminated at any time. Information about our each of executive officers, with the exception of
Mr. Lazarus, whose biography is included above, follows. All ages are stated as of January 1, 2013.

Roberta S. Matlin, 68. Our vice president since. September 2008, and the vice president of
our Business Manager since May 2009. Ms. Matlin also served as the president of our Business
Manager from June 2008 to May 2009.

Ms. Matlin joined IREIC in 1984 as director of investor administration and currently serves
as a director and senior vice president of IREIC, in the latter capacity directing its day-to-day internal
operations. Ms. Matlin also has been a director of Inland Private Capital Corporation since May
2001, a vice president of Inland Institutional Capital Partners Corporation since May 2006 and a
director since August 2012. She also has served as a director and president of Inland Investment
Advisors, Inc. since June 1995 and Intervest Southern Real Estate Corporation since July 1995, and
a director and president of Inland Securities Corporation from July 1995 to March 1997 and director
and vice president since April 1997. Ms. Matlin has served as a director of Pan American Bank
since December 2007 and since 2008 Ms. Matlin has served as vice president of administration of
Inland Diversified Real Estate Trust, Inc. and also has served as the president of Inland Diversified
Business Manager & Advisor, Inc. from June 2008 through May 2009 and is -currently its vice
president. Since April 2009 she has served as president of Inland Opportunity Business Manager
& Advisor, Inc. She has served as vice president of administration of Inland American Real Estate
Trust, Inc. since its inception in October 2004. She served as president of Inland American Business
Manager & Advisor from October 2004 until: January 2012, She has served as vice president of
administration of Inland Real Estate Income Trust, Inc. and IREIT Business Manager & Advisor,
Inc. since August 2011. Ms. Matlin served as vice president of administration of Inland Western
Retail Real Estate Trust, Inc. from 2003 until 2007, vice president of administration of Inland Retail
Real Estate Trust, Inc. from 1998 until 2004, vice president of administration of Inland Real Estate
Corporation from 1995 until 2000 and trustee and executive vice president of Inland Mutual Fund
Trust from 2001 until 2004. - o : ‘

. Prior to joining Inland, Ms. Matlin worked for the Chicago Region of the Social Security
Administration of the United States Department of Health and Human Services. Ms. Matlin is a
graduate of the University of Illinois in Champaign. She holds Series 7, 22, 24, 39, 63 and 65
certifications from FINRA, and is a member of REISA.

Steven T. Hippel, 41. Our chief financial officer as well as the chief financial officer of our
Business Manager since July of 2012. In addition, Mr. Hippel has been our chief accounting officer
as well as the chief accounting officer of our Business Manager since November 2009. From
September 2004 to May 2009, Mr. Hippel served as the senior vice president and chief financial
officer of ORIX Real Estate Capital, Inc., a wholly owned subsidiary of ORIX USA Corporation.
Mr. Hippel directed all corporate and partnership financial reporting, accounting, treasury and tax
compliance for ORIX's nationwide portfolio of commercial and residential real estate development
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and investment assets, mortgage loan receivables and third-party investment management assets.
Prior to joining ORIX, Mr. Hippel was employed by Shorenstein Company from January 2002 to
September 2004, serving as the vice president of finance and accounting from: March 2003 to
September 2004. At Shorenstein, Mr. Hippel oversaw the accounting, reporting, and operational
requirements for three investment funds. Mr. Hippel also worked with Deloitte & Touche in their
Chicago-based real estate practice from June 1995 to December 2001, where he seived as an audlt
and advisory manager from August 2000 to December 2001. ‘ :

Mr. Hippel received his bachelor degree in economics, with honors; from Williams College
in Williamstown, Massachusetts and his Master of Science- degree in accountancy from DePaul
University in Chicago, Illinois. Mr. Hippel is a certified public accountant and a member of ‘the
American Institute of Certified Public Accountants the Ilhn01s CPA Soc1ety, and the International
Counc1l of Shopplng Centers

Cathleen M. Hrtanek, 36. Our secretary, and the secretary of our Business Manager, since
September 2008. Ms. Hrtanek joined Inlafid in 2005 and is an associaté counsel and vice presidé‘nt
of The Inland Real Estate Group, Inc. In her capacity as associate counsel, Ms. Hrtanek reprresents
many of the entities that' comprise the Inland Real Estate Group of €Companies on a variety of legal
matters. She is also a member of the audit committee for the two pubhc partnerships sponsored by
IREIC. Ms. Hrtanek also has served as the secretary of Inland Morithly Income Trust, In¢. sinée
August 2011, as the secretary of Inland Opportunity Businéss Manager & Advisor, Inc. since Apnl
2009 and as the secretary of Inland Private Capital Corporation (form_erly, Inland Real Estite
Exchange Corporation) sinte August 2009. Prior to joining Inland, Ms. Hrtanek had been employed
by Edwards Wildman Palmer LLP (formerly, Wildman Harrold Allen & Dixon LLP) in Chicago,
Illinois since September 2001. Ms. Hrtanek has been admitted to practicé law in the State of ITfnoi$
and is a licensed real estate broker. Ms. Hrtanek received her bachelordegree from the University
of Notre Dame i in South Bend, Indlana and her law degree from Loyola Unlversny Chlcago Sehool
of Law

Compe‘nsation of Executive Officers

, 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 services rendered to us. We.neither compensate our
executive officers nor 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, our-Real Estate Managers or their respective affiliates; provided that; for
these purposes, a corporate secretary is not be considered an “executive officer.” As a result, we do
not have, and our board of directors has not considered, a compensation policy or program for our
executive officers and has not included a “Compensation Discussion and Analysis,” a report from
our board of directors with respect to executive compensation, a non-binding.stockholder advisory
vote on compensation of executives or a n0n~b1nd1ng stockholder advisory vote on the frequency
of the stockholder vote on executive compensation. The fees we pay to the Business Manager and
Real Estate Managers under the business management agreement or the real estate management
agreements, respectlvely, are descnbed in more detail under “Certain Relatlonshlps and Reiated
Transactlons ' o - :
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In the future, our board may decide to pay annual compensation or bonuses or long-term
compensation awards to one -or more persons for services as officers. We also may, from time to
time, grant restricted shares of our common stock to one or more of our officers. If we decide to
pay our named executive officers in the future, the board of directors will review all forms of
compensation and approve all stock option grants, warrants, stock appreciation rights and other
current or deferred compensation payable to the executive officers with respect to the current or
future value of our shares. In addition, the board will include the non-binding stockholder advisory
votes on executive compensation and on the frequency of stockholder votes on executive
compensation in the relevant proxy statement as required pursuant to Section 14A of the Exchange
Act.
; e

Certain Relutionships and Related T mnsactiéns

, Set forth below is a summary of the material transactions between the Company and various
affiliates of IREIC, including our Business Manager and Real Estate Managers, during the year
ended December 31, 2012.

Business Management A greement

We have entered into a ‘business management agreement with Inland Diversified Business
Manager & Advisor, Inc., which serves as our Business Manager with responsibility for overseeing
and managing our day-to-day operations. Subject to satisfying the criteria described below, we pay
our Business Manager a quarterly business management fee equal to a percentage of our “average
invested assets,” calculated as follows: (1)ifwehave declared distributions during the prior calendar
quarter just ended in an amount equal to, or greater than, an average 7% annualized distribution
rate (assurmng a share was purchased for $10. 00), we pay a fee equal to 0.1875% of our “average
invested assets” for that prior calendar quarter; (2) if we have declared distributions during the prior
calendar quarter just ended, in an amount equal to, or greater than an average 6% annualized
dlstnbutlon rate but less than an ‘average 7% annualized dlstnbutwn rate (m each case, assuming a
share was purchased for $10.00), we pay a fee equal to 0. 1625% of our “average invested assets”
for that pnor calendar quarter; 3) ifwe have 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 an average ¢ 6% annualized dlstnbutlon rate (in each case, assuming a share was purchased
for $10 00), we pay a fee equal to 0.125% of our “average invested assets” for that prior calendar
quarter or (4) 1f we do not satisfy the criteria in (1), (2) or (3) above in a particular calendar quarter
just ended, we ‘do not, except as set forth below, pay a business management fee for that prior
calendar quarter. Assuming that (1), (2) or (3) above is satisfied, our 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. For-the year ended December 31, 2012, because we declared
distributions during each calendar quarter in an amount equal to 6% per annum, the Business
Manager was entitled tp a business management fee in an amount equal to approximately $9.2
million, of which approximately $7.7 million was permanently waived and $1.5 million was paid
or accrued. : v .
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As used herein, “average invested assets’ means, for any period, the average of the aggregate
book value of our assets, inchuding all intangibles and goodwill, invested, directly or indirectly, in
equity interests in, and loans secured by, real estate assets, as well as amounts invested in consolidated
and unconsolidated joint ventures or other partnerships, REITs and other real estate operating
companies, before reserves for amortization and depreciation or bad debts or other similar non-cash
reserves; computed by taking the average of these values at the end of each month during the relevant
calendar quarter. Notwithstanding the above, “average invested assets” excludes, for these purposes,
any investments in securities, including any non-controlling interests in REITs or other real estate
operating companies, for which a separate investment advisor fee is paid.

After stockholders have first received, on an aggregate basis, from distributions from all
sources, a 10% per annum cumulative, non-compounded return on, plus return of, aggregate
“invested capital,” we will pay our Business Manager an incentive fee equal to 15% of the net
proceeds from the sale of our real estate assets, including assets owned by a REIT or other real
estate operating company that we acquite and operate as a subsidiary. For these purposes, “invested
capital” means the aggregate original issue price paid for the shares of our common stock reduced
by prior distributions identified as special distributions from the sale or financing of our real estate
assets. Net sales proceeds will be calculated after paying any property disposition fee to Inland
Real Estate Brokerage, Inc. or Inland Partnership Property Sales Corporation. We did not satisfy
the conditions necessary for the payment of an incentive fee, and thus did not incur any incentive
fees, during the year ended December 31,2012, ,

Upon a “liquidity event,” we will pay our Business Manager a llstlng fee equal to 15% of
the amount by which (1) the “market value” of the outstanding shares of our common stock, or the
common stock of our subsidiary, plus the total distributions paid to stockholders from inception
until the date that market value is determined exceeds (2) the aggregate invested capital, less any
distributions of net sales or ﬁnancmg proceeds, plus the total distributions required to be paid to
our stockholders in order to pay them the “priority return” from inception through the date that
market value is determined. In the event that, at the date of determination, stockholders have not
received a return of capital plus the priority return, less any distributions of net sales or financing
proceeds, the fee will be paid at the time that we have paid the total distributions required to be paid
to our stockholders in order to pay them the priority return, calculated as described herein. The
obligation to pay this fee will terminate if we acquire our Business Manager prior to a liquidity
event. The terms “liquidity event,” “market value” and “priority return” are defined in our business
management agreement;.' We did not experience a “liquidity event,” and thus did not incur a llstmg
fee, during the year ended December 31, 2012.

Real Estate Management Agreements

We have entered into real estate management agreements with each of our Real Estate
Managers, under which our Real Estate Managers and their affiliates manage or oversee each of
our real properties. For each property that is nianaged directly by any of our Real Estate Managers
or their affiliates, we pay the applicable Real Estate Manager-a monthly fee of up to 4.5% of the
gross income from each property the ‘entity manages. The applicable Real Estate Manager
determines, in its sole discretion, the amount of the fee with respect to a particular property, subject
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to the 4.5% limitation. - This fee may be increased, subject.to the approval of a majority of our
independent directors, for certain properties. For the year ended December 31,2012, we incurred
real estate management fees in an aggregate amount equal to approximately. $5.6 million.

If we acquire a property that will be managed direotly by entities other than our Real Estate
Managers or their affiliates, such as any healthcare-related properties and lodging properties which
must be operated by third parties to ensure proper treatment of the income generated by these
properties under the applicable REIT rules or that will be owned through a joint venture, or if we
acquire a property as a result of acquiring interests in'other REITs or real estate operating companies,
we will pay the applicable Real Estate Manager a monthly oversight fee of up-to 1% of the gross
income from the applicable property. The applicable Real Estate Manager will determine, in its sole
discretion, the amount of the fee with respect to a particular property, subject to the:1% limit. We
also will reimburse each Real Estate Manager and its affiliates for property-level expenses that they
pay or incur on our behalf, including the salaries, bonuses and benefits of persons employed by the
Real Estate Manager and its affiliates except for the salaties, bonuses 4nd benefits of persons who
also serve as one of our executive officers or as an executive officer of any of our Real Estate
Managers. In‘addition, with respect to any property that is managed ditectly by entities other than
our Real Estate Managers or their affiliates and does not generate income, such as propérties that
are newly constructed, are under development of construction, or have not yet been developed, we
may pay a monthly oversight fee based upon the “hourly billing rate” of the applicable Real Estate
Manager, multiplied by the number of hours spent by its employees in providing oversight services
for us in respect of that property In no event will our Real Estate Managers receive both a real
estate management feeandan oversight fee with respect to a particular property. Tn addition, except
as otherwrse approved by a‘majority of our 1ndependent d1rectors, the total fées paid to our Real

“Estate Managers for managing a particular property, 1nc1ud1ng oversrght fees, may not exceed 4.5%
of the | gross income generated by the applicable property During the yeai' ended December 31,
' 2012 we dld not 1ncur any oversrght fees or related expenses -

Dealer Manager Agreement

. We were a party to a dealer manager agreement with Inland Securities Corporation (“Inland

: Secuntles”) ‘the dealer manager for our “best efforts” offering which termitiated on August 23,
12012. Inland Securities was entitled to receive a selling'commission equal t6 7:5% of the sale price
for each share sold in the “best efforts” offering and a marketing contribution equal to 2.5% of the
gross offering proceeds from shares sold in the “best efforts” offering. We also reimbursed Inland
' Securities for bona fide out-of-pocket, 1temlzed and detailed due dlllgence expenses in amounts
up to 0.5% of the gross offering proceeds. These expenses could, in our sole discretion, have also
been reimbursed from amounts paid or reallowed as'a marketing contribution, or could have been
reimbursed by us as “issuer costs.” For the year ended December 31, 2012, we incurred selling
commissions and a marketlng contribution totaling approxlmately $37.7 mllhon and $13.3 million,
respectively, and did not reimburse any bona fide out-of-pocket itemized and detalled due diligence
expenses. Inland Securities reallowed in the aggregate, approxlmately $42 l rmlhon of these fees.

, I addltlon ‘we reimbursed IREIC, its affiliates and third parties for- any issuer costs that
they paid on our behalf, including any bona fide out-of-pocket; itemized and detailed due diligence
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‘expenses not reimbuised from athounts paid or reallowed as a marketing contribution, in an amount
“not to exceed 1.5% of the grosd offering proceeds. For the year ended December 31, 2012 these
costs totaled approximiately $3.0 million. -

Other Fees and Expense Reilitbursements

, We rermburse our. Busmess Manager Real Estate Managers and entities aﬁihated with each
of them, such as Inland Real Estate Acquisitions, Inc. (“IREA”), Inland Institutional Capital Partners
Corporation -and their respective affiliates for expenses paid on our behalf in connection with
acquiring real estate assets, regardless of whether we acquire the assets. We may not, however,
reimburse expenses that-exceed the greater of 6% of the contract price of any real estate asset or,

“in the.case of a loan,:6% of the funds advanced. For the year ended December 31, 2012, we
retmbursed approxunately $2.0 mﬂhon in acqmsrtxon expenses.

We pay Inland Mortgage Servmmg Corporatlon 0.03% per year on the first blllmn dollars
and 0.01% thereafter on all mortgages that are serviced by Inland Mortgage Servicing Corporation.
In addition, we pay Inland Mortgage Brokerage Corporation and Inland Commercial Mortgage

. Corporation 0.2% of the principal amount of each loan placed for us by either entity. During the
“year ended December 31,:2012, we incurred approximately $0.2 million in loan servicing fees and
approximatgly $1.1 million in loan placement fees,

We pay Inlapd Investment Advrsors, Inc. a monthly fee for prov1d1ng investment advrsory
services in connection with our investments in securities. We pay fees at an annual rate equal to 1%
of the first $1 to $5 rpllhon of sepurmes under management, 0.85% of securities from $5 to $10
mllhon, 0.75% of secuptles from $10 to $25 million, 0.65% of securities from $25 to $50 ‘million,
0.60% of securities from $50 to $100 million and 0.50% of secirities above $100 rmllxon Assets
under management are determined based on the aggregate carrying value of the securjties as reported
on the applicable broker's monthly statement or report. During the year ended December 31, 2012
we incurred approximately $0.3 million in investment advisory fees.

_ We reimburse IREIC, our Business Manager, our Real Estate Managers and their respective
affiliates for any expenses that they pay or incur in providing ancillary services to us. During the
year ended December 31,,2012 we reimbursed approximately $1.1 million to IREIC, our Business
Manager and their respeetlve affiliates.

We relmburse a related party of the Busmess Manager for costs incurred for construction
oversrght prov1ded tous relatmg to our joint venture redevelopment project. We did not incur any
rennbursements for these costs durmg the year ended December 31,2012.

{ We may pay a property dlsposmon fee to Inland Real Estaté Brokerage, Inc. or Inland
Partnershlp Property Sales Corporation in an amount equal to the lesser of: (1) 3% of the contract
sales price of the property, or (2) 50% of the customary commission which would be paid to a third
party broker for the sale of‘a comparable property. The amount paid, when added to the sums paid
to unaffiliated parties, may not exceed either the customary commission or an amount equal to 6%
of the contract sales price. 'We did not incur any property dlsposmon fees during the year ended
December 31, 2012.
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_.Other Related Party Transactions .

As of December 31, 2012, we owed approximately $2.5 million to IREIC and its affiliates
related to advances used to pay administrative and offering costs and-certain accrued expenses
which are included in due to related parties. These amounts re.presentfnon-interest bearing advances
by IREIC and its affiliates, which we intend to repay. S

We had a bank account with Inland Bank and Trust a sub51d1ary of Inland Bancorp, Inc.,
which is an affiliate of The Inland Real Estate Group, Inc whlch was closed on November 28,2012,

- We had establlshed a discount stock purchase pohcy for related partles and related parties
of the Business Manager that enables the related parties to purchase shares of common stock in our
“best efforts” offering at $9. 00] per share. We sold 294,331 shares to related partres and recogmzed'
an expense related to these dlscounts of approx1mately $0 3 mllhon for the year ended December
31,2012.

We are a member of a limited liability company formed as an insurance association captive,
which is owned in equal proportions by us and four other REITs sponsored by IREIC and serviced
by an affiliate of our Business Manager. We entered into this i insurance captive in 2009, to stabilize
insurance costs, manage our exposures and recoup expensés through the functlons of the captlve

program

At December 31, 2012, we owned 75,000 shares of common stock of Inland Real Estate
Corporation, valued at approximately $0.6 million as of December 31, 2012, and 1,000 shares of
common stock in the Inland Real Estate Group of Companies; W1th a recorded value of Sl OOO at
December 31, 2012.

Policies and Procedures with Respect to Related Party Transactions

We may not engage in 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 also has adopted a policy prohibiting
us from engaging in the following types of transactions with these entities:

. purchasing real estate assets from, or selling real estate assets to, any IREIC-affiliated
entities (this excludes circumstances where an entity affiliated with IREIC, such as
IREA, enters 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.
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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 busmess or our offenng of secuntles

Further if we décide, at some point in the future t0 internalize our managetnent
functions, eur Business Manager and Real Estate Managers have agreed to a limit on the
purchase price for those entities and the form of the consideration if we décide to internalize our.
management functions by acquiring our Business Manager and Real Estate Managers in
connectiorn ‘with a' hquldlty event. “‘For thése purposes a “hquldlty event” means: a listing our
shares, or the shares of one of our subsrdlanes, on a national sécurities exchangg; selhng all or
substantially all of our assets; or entermg into a merger, reorgamzatlon business combination,
share exchange or acquls1t10n, in which our stockholders receive cash or the securities of another
1ssuer that are hsted ona natlonal secuntles exchange More spec1ﬁcally, n no event may the
aggregate payment forthese entrtles exceed two times the amount of the maxrmum business’
management fee that could be paid to the Business Manager during’ the four completed fiscal
quarters prior to closing the transaction (specifically, the sum of 0.1875% of our average invested
assets for each of the preceding four calendar quarters multiplied by two). Further, in no event
may the aggregate. payment. exceed 1. 5% of the amount of our total assets on the last audited
balance sheet prior.fo.closing the transactlon giving effect to any property acqulsrtlons that were |
probable or completed since the date of the last, audited balance sheet, priar to the apphcable
transaction. In addition, we will issue shares of our common stock, rather than cash, to pay the
purchase price. In calculating the purchase price, we will exclude any costs or expenses of the
infernalization transaction that we may. agreg to pay or reimburse for either: (1) costs and
expenses our;Business Manager or Real Estate Managers have incurred on our behalf; or:(2)
costs and expenses our Business Manager.or Real Estate Managers incur duectly in cqnnectlon
with the internalization transaction.
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- AUDIT COMMITTEE REPORT

The following Audit Committee Report does not constitute “soliciting material” and should
not be deemed “filed” with the SEC or incorporated by reference into any other filing we make
under the Securities Act of 1933, as amended, or the Exchange Act, except to the extent we specifically
incorporate this Report by reference therein.

The Company's management is responsible for the financial reporting process, preparing
consolidated financial statements in accordance with GAAP, designing and implementing a system
of internal controls and procedures designed to ensure compliance with GAAP and applicable laws
and regulations. Our independent registered public accounting firm is responsible for auditing our
year-end financial statements. The audit committee is responsible for monitoring and reviewing
these procedures and processes. The audit committee is comprised of three independent directors
whose independence has been determined by the board of directors based on the standards set forth
in the audit committee's charter. The board has determined that Mr. Wurtzebach qualifies as an
“audit committee financial expert” as defined by the SEC. The members of the audit committee
are not professionally engaged in the practice of accounting or auditing, and do not provide any
expert or other special assurance as to our financial statements concerning compliance with the
laws, regulations or GAAP or as to the independence of the registered public accounting firm. The
audit committee relies in part, without independent verification, on the information provided to it
and on the representations made by management and the independent registered public accounting
firm that the financial statements have been prepared in conformity with GAAP.

During the year ended December 31, 2012, the audit committee met five times. At these
meetings, the members of the audit committee met with representatives of the members of the
Company's management and with the Company's independent registered public accounting firm,
KPMG LLP (“KPMG”). The committee discussed numerous items at these meetings including
KPMG's responsibilities to the Company and its audit plan for the year ended December 31,
2012. '

The audit committee also has reviewed and discussed the Company's audited consolidated
financial statements as of and for the year ended December 31, 2012 with the Company's
management. Management has advised the committee that each set of financial statements
reviewed had been prepared in accordance with GAAP, and reviewed significant accounting and
disclosure issues with the committee. '

The audit committee also discussed with KPMG all of the matters required by generally
accepted auditing standards, including those described in Standards No. 61, as amended (AICPA,
Professional Standards, Vol. 1. AU section 380), as adopted by the Public Company Accounting
Oversight Board (“PCAOB”) in Rule 3200T, including the quality of our accounting principles, the
reasonableness of significant judgments and the clarity of disclosures in the financial statements.
The audit committee obtained a formal written statement from KPMG, describing all relationships
between KPMG and the Company that might bear on KPMG's independence. In addition the audit
committee discussed any relationships that may have an impact on KPMG's objectivity and
independence and reviewed audit and non-audit fees paid to KPMG and the written disclosures and
letter from KPMG to the committee, as required by the PCAOB Ethics and Independence Rule
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3526, Communication with Audit Committees Concerning Independence. The audit committee has
concluded that KPMG is independent from the Company.

Based on the above-mentioned review and discussions with management and KPMG, the
audit committee recommended to the board of directors that the audited consolidated financial
statements be included in the Company's Annual Report on Formi 10-K for the year ended December
31, 2012, for filing with the SEC.

The Audit Committee ,
Charles H. Wurtzebach, Chairman
Lee'A. Daniels '
He1d1N Lawton

Independent Regtstered Publlc Accountmg Firm

The audit' committee has selected KPMG to serve as our: mdependent registered public
accounting firm for the year ending December 31, 2013. Representatives of KPMG will attend the
annual meeting. These representatives will have an opportunity to make a statement if they desire
to do so, and will be avallable to respond to appropnate stockholder questions.

Fees to Independent Regtstered Public Accountmg Firm

The following table presents fees for professional services rendered by KPMG for the audit
of our annual financial statements for the years ended December 31,2012 and 2011, together with
fees for audit-related services and tax services rendered by KPMG for the years ended December
31,2012 and 2011, respectlvely

Description - Year endéd December 31,

2012 2011
Audit fees'” $913,969 $749,750
Audit-related fees L — —
Tax fees® ' $140,000 $60,000
All other fees — ' L A
TOTAL S $1,053.969 $809.750 B

(1) Audit fees consist of fees paid for the audit of our annual financial statements included in our quarterly
reports on Form. 10-Q, as well as fees relating to registration statements and the audits of Historical
Summary of Gross Income and Direct Operating Expenses of propertxes acqug;¢

(2) Tax fees are compnsed of tax compliance fees.
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Approval of Services and Fees

Our audit committee has reviewed and approved all of the fees charged by KPMG, and
actively moniters the relationship between audit and non-audit services provided by KPMG. The
audit committee concluded that all services rendered by KPMG during the years ended December
31, 2012 and 2011, respectively, were consistent with maintaining KPMG's independence.
Accordingly, the audit committee has approved all of the services provided by KPMG. As a matter
of policy, the Company will not engage its primary independent registered public accounting firm
for non-audit’s’e’rwces other than “audlt-related services,” as defined by the SEC, certain tax services
and other perrmssxble non-audlt services except as spemﬁcally approved by the chairperson of the
audit committee and presented to the full committee at its next regular meeting. The policy also
includes limits on hiring partners of, and other profess10nals employed by, KPMG to ensure that
the SEC's audltor mdependence rules are satisfied.

Under the policy, the audit committee must pre-approve any engagements to render services
provided by the Company's independent registered public accounting firm and the fees charged
for these services including an'annual review of audit fees, audit-related fees, tax fees and other
fees with specific dollar value timits for each category of sérvice. During the year, the audit
comimittee will pertodlcally monitor the levels of fees chiarged by KPMG and compare these fees
to the amourts previously approved. The audit committee also will consider on a case-by-case
basis and, if appropriate, approve specific engagements that are not otherwise pre-approved.

Any proposed engagement that does not fit within the definition of a pre-approved service may
be presented to the. chairperson of the audit committee for approval,.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

None of our current or former officers or employees, or the current or former officers or
employees of our subsidiaries, participated in any deliberations of our board of directors concerning
executive officer cbmpensatlon durmg the year ended December 31,2012. In addition, during the
year erided Deceribet 31, 2012, none of our executive officers served as a director or a member of
the’ compensation’committee of any entlty that has one or more executlve officers serving as a
’member of our board of d1rectors
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STOCKHOLDER PROPOSALS FOR 2014 ANNUAL MEETING

We have not received any stockholder proposals for inclusion in this yeas's proxy statement.
Stockhelders may nominate director candidates and make proposals to be considered at our annual
meeting to be held in 2014. ,

Recommendations for Director Candidates

“The Company plans to elect dJICCtOI'S again at next year's annual meetmg ‘Nominations for
director positions will be made by our nominating and corporate governance committee. With respect
to candidates recommended by stockholders, recommendations must be subrmtted in accordance
with the procedures specified in Section 9 of Article II of our bylaws Generally, this requires that
the stockholder send certain information about the candldate to our secretary not later than the 90th
day and not earlier than the 120th day prior to the first anniversary of the proxy statement for the
preceding year's annual meeting. For our annual meeting to be held in 2014, a stockholder must
provide written notice of a candidate recommendat1on not earlier than. December 17,2013 and not
later than January 16, 2014, o our corporate secretary, c/o Inland Diversified Real Estate Trust,
Inc., 2901 Butterfield Road, Oak Brook, Illinois 60523. Candidate recommendations submitted
in accordance with the procedures specified in Article II, Section 9 of our bylaws A copy of our
bylaws may be obtained by written request to our corporate secretary at the same address.

Other Stockholder Propo.‘s;als

Stockholders intending to present any other proposal for action by the stockholders at an
annual meeting are subject to the same notice provisions under our bylaws as discussed above.
Accordingly, for our annual meetlng to be held in 2014, a stockholder must prov1de written notice
of a proposal not earlier than December 17, 2013 and not later than January 16, 2014.

 Our bylaws do not change the deadline for a stockholder seeking to include a proposal in
our proxy statement pursuant to Rule 14a-8 promulgated under the Exchange Act or affect a
stockholder's right to present for action at an annual meeting any proposal so included. Rule 14a-8
requires that notice of a stockholder proposal requested to be included in our proxy materials pursuant
to that Rule must generally be furnished to our corporate secretary not later than 120 days prior to
the anniversary date of our proxy statement for the previous year's annual meeting. For our annual
meeting to be held in 2014, stockholder proposals to be considered for inclusion in the proxy
statement under Rule 14a-8 must be received by our corporate secretary no later than December
17,2013.

Each of these stockholder proposals should be submitted in writing and addressed to our
corporate secretary, c/o Inland Diversified Real Estate Trust, Inc., 2901 Butterfield Road, Oak
Brook, Illinois 60523.
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YOUR VOTE IS IMPORTANT. THE PROMPT RETURN OF
PROXIES WILL SAVE US THE EXPENSE OF
FURTHER REQUESTS FOR PROXIES. PLEASE
PROMPTLY MARK, SIGN, DATE AND RETURN THE

ENCLOSED PROXY IN THE ENCLOSED ENVELOPE.
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THE BOARD OF DIRECTORS RECOMMENDS A VOTE “FOR ALL” OF THE NOMINEES FOR DIRECTOR.

1. ELECTION OF DIRECTORS: Fon WITHHOLD
01. LEE A. DANIELS 05. BARRY L. LAZARUS D D
02. GERALD W. GRUPE 06. ROBERT D. PARKS

03. BRENDA G. GUJRAL 07. CHARLES H. WURTZEBACH
04. HEIDIN. LAWTON

(INSTRUCTION: To withhold authority to vote for any specific nominee(s), mark “For All”
and strike a line through that nominee(s’) name(s) or number(s) in the list above.)

—

Please mark

vole as
indicated in

this example

CHECK HERE ONLY IF YOU PLAN TO
ATTEND THE MEETING IN PERSON.

Date:, ,2013

Signature

Signature (if held jointly)

Please sign exactly as your name or names appear hereon. For joint
accounts each owner should sign. When signing as executor,
administrator, attorney, trustee, guardian or in another representative
capacity, please give your full title. )f a corporation or partnership, please
sign in the name of the corporation or partnership by an authorized officer
or person.

PLEASE SIGN, DATE AND RETURN THIS PROXY CARD PROMPTLY
USING THE ENCLOSED ENVELOPE.

PLEASE SIGN, DATE AND RETURN THIS CARD PROMPTLY USING THE ENCLOSED ENVELOPE.

a TO VOTE BY MAIL, PLEASE DETACH HERE a

ﬁ QUICK % % % EASY % % % IMMEDIATE

&~= VOTE BY TELEPHONE OR INTERNET Dl

Your telephone or internet vote authorizes the named proxies to vote your shares in the same manner as if you marked, signed and

returned your proxy card by mail.

VOTE BY PHONE: You will be asked to enter a CONTROL NUMBER which is located in the tower right hand corner of this form.

VOTE BY INTERNET: The web address is www.proxyvoting.com/INDIV. You will be asked to enter a CONTROL NUMBER which is

located in the lower right hand corner of this form.

IF YOU VOTE BY PHONE OR INTERNET—DO NOT MAIL THE PROXY CARD.

THANK YOU FOR VOTING.

Call % % Toll Free % % On a Touch-Tone Telephone
1-888-426-7019
There is NO CHARGE to you for this call

CONTROL NUMBER
for Telephone/Internet Voting
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INLAND DIVERSIFIED REAL ESTATE TRUST, INC.
REVOCABLE PROXY FOR ANNUAL MEETING OF STOCKHOLDERS - JUNE 12, 2013

THIS PROXY IS SOLICITED ON BEHALF OF THE BOARD OF DIRECTORS

The undersigned stockholder of Inland Diversified Real Estate Trust, Inc., a Maryland corporation (the
“Company”), hereby appoints Roberta S. Matlin and Cathleen M. Hrtanek as proxies for the undersigned,
and each of them, each with full power of substitution in each of them, to attend the annual meeting of
stockholders to be held at the principal executive offices of the Company located at 2901 Butterfield
Road, Oak Brook, lllinois 60523 on June 12, 2013, at 10:00 a.m. central time, or any adjournments or
postponements thereof, to cast on behalf of the undersigned all votes that the undersigned is entitled
to cast at such meeting and otherwise to represent the undersigned at the meeting with all powers
possessed by the undersigned if personally present at the meeting. The undersigned hereby
acknowledges receipt of the Notice of Annual Meeting of Stockholders and Proxy Statement and revokes
any proxy heretofore given with respect to such meeting.

THIS PROXY WHEN PROPERLY EXECUTED WILL BE VOTED IN THE MANNER DIRECTED HEREIN BY
THE UNDERSIGNED STOCKHOLDER. IF THIS PROXY IS EXECUTED BUT NO INSTRUCTION IS GIVEN,
THE VOTES ENTITLED TO BE CAST BY THE UNDERSIGNED WILL BE CAST “FOR” EACH OF THE
NOMINEES FOR DIRECTOR AND IN THE DISCRETION OF THE PROXY HOLDER ON ANY OTHER
MATTER THAT MAY PROPERLY COME BEFORE THE MEETING OR ANY ADJOURNMENTS OR
POSTPONEMENTS THEREOF.

(Continued and to be signed on reverse side)

| SEE REVERSE SIDE |

4 TO VOTE BY MAIL, PLEASE DETACH HERE &



FROM:

BUSINESS REPLY MAIL

FIRST-CLASS MAIL PERMIT NO. 204 BRENTWOOD NY

POSTAGE WILL BE PAID BY ADDRESSEE

PROXY SERVICES CORP
PO BOX 9001
BRENTWOOD NY 11717-9804

NO POSTAGE
NECESSARY
IF MAILED
IN THE
UNITED STATES




