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Special lete Regurdiag Fannard-Lenldng SEatemeatu

Certain statements included in this ununal report us Fotm 10-K this Annual Report thut nrc ant Itisturical facts including any statements conceening invcstnscnt objectives

other plans and nbjectives of management for fisture operations or economic performunce or assumptions or forecasts related thereto nrc forward-looking statements within the

meaning of Section 27A of the Securities Acs of 1933 as umended and Section 2tE of the Secoritirs Exchange Act of 1934 us umended These statements arc only predictions We
cautina that forward-looking statements are not guarantees Actual events or our investments and results of operations could differ materially from those rspressed er implied in any

forward-looking statements Forward-looking statements are typirutty identified by the use of teems such as may should cxprct could intend plan anticipate

estimate bcbevc continue predict potentiul or the nrgativr of such terms and other comparable tecaninotogy

The forward-looking statements included herein are based upon our current rxprctutionn plaus estimates assumptions and beliefs which iuvolve numerous risks and

uncertainties Assumptions retuting to the foregoing involve judgsnrnts with rcspoct to among other things Mare economic competitive and market conditions and I/stare business

decisions nIt of which are difficalt or impossible to predict uccuratcly and many of which are beyond our controL Although we believe that the expectations rcflrctrd in such forward-

looking statements are based on reasonable assumptions our actaal results and pcrfnrmnnce could differ materially from those set forth ia the forward-looking ctatements Factors

which could bare material adverse effect no our operations und I/store prospects include but are not limited to

.1/U our ability to raise capital in our ongoing public offering

.1111 our ability to effectively deploy the proceeds misrd in our public offering

at our ability to obtain financing on acceptable terms

.1/U our tovrts of debt and the tornss and limitations imposed onus by our debt agreements

.1111
our ability to identity and ucquire rent estate and rent estate-related assets on terets thnt are favorabtr to us

.111 risks iatserrnt in tbc real ertutr business including the tuck of liquidity of rest estate investments and potential liability relating to environmental matters

.1 adverw developments uffecting our sponsor and its affitiatrs

.3 the availability of cash flow from opemting activities for distributions

.11 decrrusr in the Irvel of participation in our distribution reinvestment plan

.13/ cbangrs in ecoosmic conditions grnrmtty and thr real rstatr and debt markets specifically

.311 conflicts of interest arising nut of our relationship witb our advisor and its affiliates

.3 tegislative or regulatory changes including changes to tbr laws gnvrrning rIse taxation of real estate investment trusts or REIT5

.1/11 interest rates and

.01 changes to generally accepted accounting principtes or GAAP

Any of the assumptions underlying the forward-looking statements included herein could be inaccurate and undue reliance should not be placed upon on any forward-looking

statements included herein Alt forward-looking statements are made as of the dute of this Asssuat Report and the risk that actsat results wilt differ materially from the expectations

expressed herein mitt increase with the passage of time Except as otlsrewisr required by the federal securities laws we undertake on obligation tn publicly update or revise
any

forward

tosking statements made uI/er the date of this Manual Report whether nsa result of new infnettsation flature events changed cireumrtauers or any other reason
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PART

ITEM Realness

OvervIew

Moody National REIT Inc is Maryland corporation formed on Jnnnnty 152008 to iovett in diversified portfolio of real estate investments Wo have elected to qstnli at

real estate investment trust or REIT eonnnencing with the tunable year ended December 31 2011 As used herein the tenon we nor nnd us refer to Moody National REIT Inc

nod as reqairesi by content Moody Notional Operating Pnrtnersbip LP Detoware limited parmeosbip which we refer to as nor operating portnersbip and to tbeir sabsidinries

References to shares and oar eonnrson stock refer to the sbares of oar common stock We own and in the fature intend to own substantially nIl of our assets and conduct our

operations tbrougb our operating partnership of which we are the sole general partner

On May 22088 we filed regittrneion statement on Form S-Il with the Seenrities and Enchange Commission or the SEC for nor initial public olferbsg to offer mnximnm of

$1008000380 in sharer of our comman slocklo thepablic at $10-DO per abner in ourprimary offering and StDO000000 in shares of nor connoon stock to oarstockholders at $9.50 per

share purnuont to oar distribution reinvestment plan On April 152809 the SEC dorlared our registration statement effective nnd we commenced our initial public offering On February

82012 we were required to temporarily suspend our initial public offering dne to the fact that oar previons auditors Pnenell Kerr Forster of Tenos P.C notified an that they could not

be considered independent for the 20092010 and 2011 fiscal yeats We subsequently engaged Penner Deeler LLC en nadit oar 20092810 and 2011 consolidated financial statements

audIo review oar2ol interim consolidated financial statements We reconuneneed oar initial public offering an March 13 2012

On October12 2012 we tenuinntod oar initial pablie offering and eomroenced oar follow-en public offering discussed below As of the termination of oar initial public

offering on October 122012 we had accepted subscriptions for and issued 1126253 shares of our common stock in our initiol poblie offering including 29580 shares of oar common
stock pursoant to oar distribution reinvmtment plan resetting in offering proceeds of $10966713

Prior to the tertoinution of oar initial public offering on Pebrtsary 142012 we filed regissstioo statement on Form S-Il with the SEC to register follow-on public offering of

up
loS 1000080000 in shares of oar common stock In oar follow-on offering we are offedug upto $900000000 in sharer of our common stock to the public and up to $100000000 in

shorts of oar common stock to our stockholders pursuant to oar distribution reinvestment plan On October 12 20t2 oar follow-on offering was declared effective by the SEC and we
teerssisnted our initial public offering and commenced oar follow-on offering As of December 312012 wohnd norepted subscriptions for and issued 1317307 shares of oar cormanon

stock in oar initial public offering and oar follow-on offering including 36065 shores of our coresnon stock psesuant loose distribution reinvestment plan resulting in aggregate offering

pmceeds of $12612414

We ore offedng shores to the public in our fallow-on pablie offering at price of $10.80 per share with discounts available for certain parchmees and loom stockholders

pursuant to our disedhution reinvestment plan at sprier of $930 per share Oar board of directors may change the prier at which we offer shares to the public in our follow-on offering

from time to time during the follow-on offering but not more frequently than quarterly to reflect changes in our estimated per-share net asset value and other factors our board of

directors deems relevant

We intend to use substantially all of the net proceeds from our public offering to invest inn diversified portfolio of real pmpcrties real estate securities nod debt-related

investments We anticipate that oar portfolio will consist primarily of hotel properties located is the United Statm and Canada that we own eselosively or in joint ventmes or other co

ownership arrangements with other persons We mny also invest in other property types consisting of multifamily office retail nod industrial msets located in the Uoited States nod

Canada as well us securities of rent estate companies and debt-related investments We may also make opporlanistic investments is properties that maybe under-developed or newly

eonstescted and in properties that we believe are undervalued

As of December31 2012 ourportfolio consisted of 74.5% joist venture interest in mortgage note or the Hyatt Place note issued by Moody National HP Drapevine

Trust Deluwore statotory trust or the teist in favor of Patriot Buck Term bucking association or Paedot Banh in the original prineipul amount uf5l3800000 and soured by hotel

property located in Grapevine Tesm and 91-mile hotel property bated in The Woodlands Tesus commonly htsown as the Homeweod Suites by Hilton Woodlands or the

Woodlands property We began operations on May 27 2010 with the nequisitios of 75% joist venture interest inn hotel property located in Atlanta Georgia commonly known us the

Residence Inn by Maedot Perimster Center or the Retidenee Inn property We sold the Residence Inn property to Ihird-porty buyer on Angsst 23 2012 Poe more information on oue

real estate portfolio see Investment Portfolio below



Moody National REIT Inc

6363 Woodway Drive Suite 110

Houston Texas 77057

April 30 2013

VIA OVERNIGHT MAIL

U.S Securities and Exchange Commission

450 Fifth Street N.W
Washington D.C 20549

Re Moody National REIT Inc

Commission File Number 333-150612

Annual .Report to Security Holders

Dear Ladies and Gentlemen

On behalf ofMoody National REIT Inc Maryland corporation the

Company hereby include solely for the Commissions information seven copies

of the Companys 2012 Annual Report to Stockholders the Annual Repo which

comprises the Companys annual report to security holders required by Rule 14a-3b
under the Securities Exchange Act of 934 as amended

The Annual Report was first sent to stockholders of the Conipany on or about

April 30 2012

If you have any questions about the enclosed document please feel free to cal.l me

directly at 713 977-7500

Very truly yours

Brett Moody

Chief Executive Officer and President

WasninylOn 00

401

LEGALO2/34O935Ov
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Subject tu ccrtaie restrictions uud limitations oar basitsess is externally managed by Moody National Adviser LLC our external udvisor pursuant tu an advisory agreemeut

We refer to Moody National Adviser LLC as var udviser Our advisor cunducts am uperntiuas uud muaages our portfoliu of real cuts/c investtneals

Meedy Securities LLC uu uffihiute of oar adviser serves us our dealer mauegee foe oar cnu/inuuus public offeriug We refer to Moody Securities LLC us oar deulermunuger

or Moody Securities

Our office is located at 6363 Weedwey Drive Suite 110 Houston Tesm and ear tetepbeec number is 713 977-7500

2002 Highlights

Daring tbe yem mded Oecembm 31 2012 we

mixed $7670174 in our initial and follow-en public offerings

.120 sold tbe Residence Inn property toe third-party buyee fares aggregate purchase price of $9155000

AR acquired she Wnodlasds property fee en aggregate puechme price of $12500000 comprised of cash payment/n the seller of $5055575 end she msemptioe end

modification of $691 1422 of existing indebtedecos on the Woodlnndn penperly plot closing costs and

.120
continued paying distribution which if paid each day nver 365-day periad is equivalent/n an 8.0% annnnlized distribution rate based en purchase price of $10.00

per shmc of em cnenr/ee stock

Investment Objectives

Dee primary investment objectives ore/n

/j preserve protect and cc/urn stockholders cap/tnt contributions

pay regular cash distributions/n stockholders and

.0 realize capital apprmia/inn upon the ultimate sale of the real estate assets we acquire

Ievcstmeer Strarcgy

In iders/itying ievcsrmcnts we rely upon oar Moody Core Flux P/us invcstmeer strategy Corn refers to stable Class asset ins major me/ropoli/se market which can

provide net operating iecome s/ability However we believe that score buying strategy without supply-demand imbalance offers minimal growth potential along wi/hen incremed

risk of asset devaluation Core Plus builds upon fnandatinn of targeting core markets which ace majcr mc/rnpoti/nn areas with s/able population gcnwrb bigb barriers en entry and

multiple demand generators Our Core Plus strategy necks/n cnpi/alize upon potential sepply-demand imbalances that we believe wilt create /ccbeical pressure ne particular asset or

asset class We in/end/n idea/itS these technical
pcessurcn

crested by dcmogrnphic basiness and industry chnngcs which tend to supply and demeed imbalances in particular market

By utilizing this Core Plus stn/egy of purchasing undervalued assets with endeelying in/ciesic value we believe core asset will coca/c greater value at disposition Dee Core Plus Plus

strategy builds far/her
upon

the acquisition philosophy of Core Plus/n combine nor real property investments wi/h real es/a/c securi/ics and debt-eels/ed investments including

mortgage and mezzanine loans debt and derivative securities reIn/cd to real estate including mortgage-backed securities end the equity securities uf other RE/Tx and reel estate

cnmpauies We are not specifically limited in the number or size of one resins/a/c securities and debt-related investments or/he peccenrage ef/be net proceeds from cur public offerings

that we may invest ices/ag/creel cs/a/c security or debt-related invcs/mce/ The nambec nod mix of properties we acquire end other investments we make will depend upon eze/ estate

and marker conditions and other circumstances existing s/the time we are acquiring see properties and making car investments and/bc amount of proceeds we raise in oar con/muons

pxklic offering
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teventment Pertfelie

An of December 312012 our portfolio consisted of two inventmentn 74.5% joint vraturr intrrent in the Hyatt Place care aad the Woodlands properly

Hyatt Place Note

On Jour 32011 and effective at of May 52011 we acqoirrd ajoint venture interest in tlte Hyatt Place note An of thr closing dale thr Hyatt Place note had on oatstandiog

principnl balance of $12759199 and all accrued interest and fern doe ond payable on the Hyatt Place note had been paid by the trust an borrower The entire unpaid principal balance of

the Hyatt Place note and all accrued and aopoid iotrrest is duo and payable in frill on February 12015 The Hyatt Place note accrued interest at fined rote of 5.15% per onnom from the

cloning dote through Aogunt 212012 For the period from Aagnst 21 2012 throogh Augunt 212015 the Hyatt Place note will accrue interest at fined rate equal to 5.15% Poe the

period from
Anngaot 212015 throngh the maturity dote the Hyatt Place note will bear interest at fined rule eqoal to1 the variable interest rute per onnom published in the Wall Street

Journal an the prime rune for the U.S in effect at of Aogost 212515 plan 21.90% pruvided that in no event will the interest rule encred the manimnm rule penoinned by law Poe more

information on the terms of the Hyatt Place none see None 4to oar connolidated finoncial nnanemente

We ocqaired the Hyatt Place none throagh ourjoinn ventare lstNllP Note Holder LLC Delaware limited liability company or the oonr joint venture for on oggregote purchase

price of $12759 99 enelanive of cloning conls The nonejoint venture financed the payment of the purchane price far the Hyatt Place onne with the initial capital eontribnnion to the

note joint venture from one opreoting porlneruhip in the amount of$ 1050000 the initial capital connribonioa no the note joint venture from the leant members in the nmonnt of

$151500 andS the proceeds of loon from Ponrion flank evidenced by promissory note in the aggregate principal amount of$l 1453200 or the acquisition none An of December 31

2012 enneoperuning partueruhipn membership inleeenn in nhrnonojeianvennnre wan 74.5% and the truatmembero collective memberohip interest in the notejoinlventure was 11.5% An

of Decembm 512012 Moody Notional Mortgage Corporation or Moody National Mortgage an affiliate of oar spomor owned on appronimatoly t4% membership iaterost in the note

Joint venture which Moody National Mortgage received as eonsidrrunion for providing guaranty of thr none joint ventares obligotionn nnder the acqoisition note

The Hyatt Ploer note in neeared by hotel property located in Orupevine Tenon commonly known as the Hyatt Place Orapevine hotel or the Hyalt Ploce property The Hyatt

Place property eontoinn 125 rooms is comprised of 70646 groon square feet and in located on 2.49 acm parcel of land The Hyatt Ploer property in located adjacent to the Orapevine

Mitis shopping mall and the Dallas/Port Worth Intematronol Airport in oppronimatoty two milen south of thn Hyatt Place property The Hyatt Place property wan constructed in 1995 and

wan renovated in 2057-2008 in connection with inn conversion from an AmrriSoinnn toe Hyatt Place hotel Amenities at the Hyatt Place property include main lobby area cafØ srrning

continental breakfast and other moats lobby arra bar and lonngn commerciot kitchen area service and nuppoet areas three meeting moms business centre fitnens center

commercial lanndry area and heated nwimnsing pool The Hyatt Place property incladen paved surfner parking for 128 vehiclen incloding handicapped parking spaces

Weedlandn Preperty

On November 52012 Moody National Wood-Hou Holding LLC wholly owned nabsidiaty of oar operaniog partnership or Moody Holding acquired fee nimpte title no the

Woodlands prupetly from nnaffilianed third party netleru for an aggregate purchase price ofSI2050000 gtlan closing costt comprised oft cmh payment no the nrtlrrn of $5050578

ond the assumption and modification of an enisting mortgage loan seemed by tIne Woodlandn properly with principal balance as of nbc closing date of $6911422 from U.S flank

National Association an Trustee for the Rrgintrred Holders of 2.P Morgan Chase Commercial Mortgage Secoeities Trust 2006-LDP9 Commercial Mortgage Pmn-Throogb Certificoten

Derien 2506-LDP9

The Woodlands property isa 91-suite hotel property located in The Woodlands Tenon nubaeb of Houston Tenon Thr Woodtandn property wan developed in 2001 and

featares 70 one bedroonu/one both unites and 21 two brdrooen/two both suites All soites at the Woodlands property have filly equipped kitchens nepnrnne eating nnd sitting areas and

high npeed inleruet accenu Property amenities at the Woodlaods property include bnsinesn center meeting rooms finnens center and eoortynrd pool and
spa The Woedtondn in the

largest master planned eooununity in Tenon and in located appronimately 28 miter north of downtown Hoastan Over 1000 companies are beaned in The Woodlands including Fortune

SOD companion noeb as Anardarko and Chosron Phillipn Additionolly Ennoa Mobil has announced than it is developing an office eompten in The Woodlands to connotidate itn novorul

noporato offices located theoaghoot Houston
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In conaection with the acqeivitien vf the Woedlendn
property we formed taxable REIT nehnidiany ye TRS Upvv the cioviog vf the acquivition vf the Weodlanda property

Mvody National Wood-flea MT LLC wholly owned nubnidiery of the TRS which we refee tv an the Matter Tenant eoteeed ivtv flute Leave Averment poevoant to which

Meedy flaldieg leanea the Woodlondn property ta the Mantee Tenant The lette providen fve tea-year leave term provided that Moody floldiog may terminate the leave upon 45 dayn

prior woitoeo avtice to the Matter Tenant iv the eveat that Moody flotdiag contenctn to nell the Woodlaedv peopeety to ave-affiliated entity effective open the connueveation of avch

note of the Woodlandn property

Moody National flonpitality Management LLC oor affiliate managen
the Woadlandn property poenvant to flotel Management Agreement between Moody National

flonpitality Mmagemeot LLC and the Montee Tenant

Property Disposition

Ott Augont 23 2012 Moody Notional RI Perimetee folding LLC or Perimeter folding wholly-owned nobnidiary of oar of oaojoiet veetaren ood holder offer nimpto title too

126-room alt-nuite hotel peopeety located iv Atlanta Oeoegia commonly Eeown on the Renidence Inn by Macriot Perimeter Centre void the Reridence ten property too third party boyce

foe an aggregate paechone price of $9t50000 Perimeter folding oeiginatly parchaxod the Renidenco tan property foe an aggeegane purchane price of $7350600 plan cloning con/n

teannfee taxer and certain poynnentn no third partien iv c000ection with fern iccoroed by the netter of the Renidence tan peoporty

portion of the peoceedn from the vale of the Renidence ten propetly were aned to eepoy the $5000000 loan obtaived to acqaiee the Renidenco Inn property or the Perimeter

love In connection with the peepayteent of the Perimeter loan Peeimetee fielding paid $391232 of the pcepvymevt penalty and boyce paid $291232 of the prepayment penalty In

addition Perimeter fielding hon paid Renidence Inn by Motriatt LLC the 0603000 frnnchine ternnination fee payable paenuantto the management agreement with Marrion LLC in

connective with the onticipatad termination of the management agreement

Patential Penperty Aequieitinn

On Febennary 112013 we ennemd into the poechane agreement relating to/be acqainirion of fyan Place hotel property located in Oennantown Tennenoee naboeb of

Mempbin or the fyatt Place hotel from an unaffitiated third party netter foe an aggregate pomhme price of$l 1300000 plan cloning contn We intend to finance the acqoinition of the

fyan Place hotel with proceedn from our continuous public offering and opptovimatety $7600000 of indebtedners necoeed by the flyatt Place hotel

The acquinition of the flyatn Placo hotel in vubjectta nobntaetial carditioan to cloning including obtaining appropriate financing far the ocquinition of the fyalt Place

hotel the vale of nulltcient comber of nhoeen of our cononon ntock in ot.r public offering to fined portion ofthe puechane price foe the flyatt Piece hotel andS the abnence of

materiel adverne change to the fyott Piece hotel prior to the date of the acqa
nition There in no annurance Ihat we will clone the acquieition of the flyatt Place hotel on the teemn

dencribed above or at oil

Barrawing Pelirira

We one and intend to nno in the fatoee neeneed and unnecared dohi axe meann of providing additional fondn for the acquisitioe of real property nocueitien and debt-related

inventmentn By operating one leveraged banin we expect that we will have riom flnedn available for ieventmontn Thin will goaeralty allow onto make mare inventenentn than would

otheewine be ponsible potentiolly ernulting in enhanced invontment eolaenn aid more divoenirted portfolio fowever oor one of leverage increonen the rink of defaolt on loan poynnento

and the eenaltiag faeeclonore ova particular asnot In addition leadern may trove eecaoene to onnetn other than thaxe npecifically necoring the eepaymenl of the indebtednenn WInen

debt financing in unattractive doe to high inteeent eaten oe otheo reaxoan ye when financing ix othoewine unavailable ova timely banin we may poechane certain annetn foe conh with the

inteetion of obtaining debt finaocing at later time

An of Denombor 31 2012 our ootntonding indobtodnonn totaled $17 90d67t which conninted of$l 1063658 outntanding on the loan we annamed in ooenertion with the

acquinition of the fyan Place note and $6901013 ootntanding on loan we annnmod in connection with the acquixition of the Woodlondn property

Oar aggeegate borrawiagn neenred and onnecarod are reviewed by our board of direotoen at leant quarterly Under our Articles of Amendmont and Reetotomont which we

refer to an amended an the charter we ace peohibited from boerowing in rrcenn of 300% of the valve of oar net annetn Net annetn for pntponon of thin calcalation in defined to be

oar total onnetn other than ivtoogiblon vaiaed at coat prior to deducting depreciation reneeven for bad debtn and other non-canh ronrrver levy total liabititien The peeoedieg

calcolotion in generally oopocted to opproximate 75% of the aggeogoto cant af oar onnotn before nan-conh eoneevon oed depreciation flowexee we may temporarily borrow in excens of

thene amounts if nach coccyx in approved by majority of oar independent deectorn and dincloned to stockholdren in oor next qnartrrly report along with an explaoatioe far nuch

excenn An of December 312012 oae debt leveln did not exceed 300% of the valve of one net nnnrtn
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As of December 312011 otte debt-tv net assets ratio exceeded 300% Our independent directors approved such excess debt due to the feet thut uurboerd of directors believed

thee oar outstanding indebtedness was adequately secured end we were chic to service oar outstanding indebtedness undue the teems nf one Securing agreements

One advisor will seek to obtain financing on the most fnvoeable tortes available teen-We enpeet we wtll refinance assets during the teem of loan only in limited eirenmstanem

snch as when decline in interest roles makes it beneficint to prepay nn existing loan when nn existing loan matures ac if an attractive investment becomes available and the proceeds

from the refinancing can be used to purchase sack investment The benefits of
any

snch refinancing mny inclnde increased cash flow remlting from reduced debt seevtee requirements

an increase in distributions from proceeds of the refinancing and an increase in diversification ond assets owned if alice pertsan of the eefinanerng proceeds urn resevested

Oar charter restricts us from obtaining lanes 0-sm any of eve directors our advisor and ony
of oar affiltates unless sack losers approved bye majonty of the directors

inclsding majority of/he independent directors net otherwise interested in the transection as fair competitive and commercially reasonable nod no less favorable revs than

comparable loans between nnaffihiated parties

Eeoeomie Depeedreey

We are depended on ear advisor and oar dealer managm far certain services that are essential tool including the sale of our shares in our continnous public offering the

identificution evaluation negotiation pnrchase and disposition of peopeelies and other investments management of the daily operations of eurreal estate portfolio and other general

and administrative responsibilities In the event that our odvisee or dealer manager it unable to provide their respective services we will be reqaired to obtain sack services from other

Competitive Market Fuelers

The United Stares commercial real estate market remains competitive We face competition from vurions entities foe investment opportunities in our targeted assets including

other BElTs pension funds insurance companies investment fiseds and real estate companies partnerships and developers Many of these entities have substantially greater finaeciat

resources/hoe we do nod maybe able to accept more risk than we cae pradently manage including risks with respect to the creditworthiness of tenant or the geographic location of

investments Competition from these entities may reduce the number of suitable investment epporlunities offered to os or increase the bargaining power of property owners seeking to

sell real estate assets In particular the hotel industry is highly competitive The Woodlands property is located in developed area that includes other hotels and competes
for

guests

primarily with other hotels in the immediate vicinity and secondarily with othee hotels in the geographic market An increase in the number of competitive hotels in particalar area could

haven material adverse effect on the occupancy nvemge doily rate or ADR and revenue per available room or RevPAR of oar hotels ia that area We believe that bread recognition

locarieo price and qoolity of both the hotel nod the services provided arc the principal competitive factors affecrieg the Woodlauds property Additloenlly general economic

conditiom in particular marker and natiooelty impact the perfonssaace of the hotel iedustry

Additionally recent disraplions end dislocations in the credit markets materially impacted the cost and availability of debt to finance real estate acquisitions which is key

component of eve acquisition strategy Although access to credit has improved funnee limited availability of financing could moult inn farther rednction of suitable investment

opportunities and create competitive advantage foe other entities that hove greeter financial resources thee we do All of the above factors could result in delays in the investment of

proceeds from osr continuous public offeriag Farther as reselt of their greater rmomcm our competitors may have more flexibility thee we do in 1k/ce ability to offer rental

concessions to omact tenants for eosrsreercial properties This oould put pressure en oar ability to maintain or raise rents and could adversely affect our ability to attract or retain

tenants As rnsult our financial condition results ef operations cash flow ability to oatiofy oar debt servrce obligutiees sod absltty to pay dssmbntioes 100cr rtockholders maybe

adversely affected

The success of ear portfolio of real estate securities and debt-related investments will depend in part on our ability to acquire and originate ievestmenls with spreads over our

borrowing cost In acquiring nod originating these investments we compete with ether IKEITs specialty finance
companses savsogs

and lean nosecsatsons banks mortgage bankers

insurance companies mutual funds insli/utienol investors investment banking finns other lenders geveramenlal bodies and other entities many of whreh have greater fionnesat

resources and lower costs of capital eva/lab/c to them than we do in addition there are numerous 110-ITs nnd real estate funds with asset acquisition objectives similar to oues and

ethers maybe organized in the future which may increase competition for the investments suitable for us Competitive variables include market presence and visibility size of loaas

offered and underwriting standards To the extent that competitor is willing to risk larger amounts of capital in particulor leansoclion or to employ more liberal undeewritiog standards

when evatueting potential loam thaa we are our acquisition and origination volume and profit margins far nor investment poetfolso could be smpacted Our competstoes may utso be

willing to accept lower remras on their investments end may soceeed in baying the assets that we have targeted fee acqursrtson Although we belseve that we are well posstsooed to

compete effectively in each facet of our business there is enormous competition in our market sector and there can be no assurance that we will compete effectively or that we will not

encounter increased competition in the future that could limit our ability to coxdacl our business effectively
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Tan Status

We have eleeted ta be taxed as REIT ander Sections 056 through 860 of the Internal Revenue Cade af 1986 as amended or the Internal Revenae Code commencing with the

taxable year ended December 112011 Prior to quatifyiog to be taxed as REIT we were tabject to normal fedcml and state eorpoeation income taxes We previously determined not to

make an eleetioo to qualify as REIT under the Internal Revenee Code becanse we had net opcmting Ions for the ymrt ended December 31 2009 and 2010 and bad fewer than 100

stockholders as of December 31 2009 and 2010

To qualify as REIT we most meet number of organicatiunal and operational requirements incloding mquirrment that we distribute at toast 90% of our REIT taxable income

to our stockholders As REtT we genrmlly witl not be subject to federal income tax nt the corporate level We believe we am organized and operate in soch manner as to qualify for

taxation ox REIT under the lolemal Revenue Code and we intend to cantinne to operate in such manner but no assorunce can be given that we will operate in manner toasts

qualify or remain qualified as REIT

Eaviroameatal

All real properly investtnents and the operations conducted in connection with sorb investments are sobjerl In federal stale and local laws and regulations relating to

environmental protection and human health and safely Some of these lawn and regulations may imposrjoint and several liability on customers owners or oprratars far thr costs to

investigate or remediate contaminated properties regardlesn of tault or whether the arts canting the contamination were legal

Under various federal state and local environmental lawn rorrent or previous owner or operator of real property may be liable for the east of removing or remediating

harardous or tonic substances an real property Sorb laws often impose liability whether or not the owner or operator knew of or wan responsible for the presence of sorb hazardous

or toxic substances In addition the
presenre

of hazardous ssbstanres or the failure to properly remediate these snbstnnrrs may adversely affect our ability to sell rent or pledge such

real property as collateral for Oatore borrowings Environmental laws also may impose restrictions on the manner in which real property may be used or businesses may be oprratrd

Some of these laws and regulations have been amended sons to require compliance with new or more stringent standards us of futum datrs Compliance with new or more stringent

laws orergulations or soirter interpretation of enisting laws may reqoim us to incur material espenditores or may impose material environmental liability Additionally tenants

operations the existing condition of land when we buy it oprratioos in the vicinity of our real properties sorb as the presence ofundrrground storage tanks or activities of anreluted

third partim may affect our real properties There are also various local state and federal fire health life-safety and similar regulations with which we may be required to comply and

whieb may sobjert onto liability in the form of fines or damages for nonenmplianer In connection with the acquisition and ownership of real properties we may be esposed to sorb

costs in connerlian with such regulations The cost of defending against environmental claims of any damages or fines we mast pay of compliance with enviromnrnlnl regulatory

requirements or of remediating any rontaminated real property could materially and adversely affect our business lower the value of our assets or rrsnhs af operations and

ronsequently lower the amounts available for dislribntion to our stockholders

We do not believe that compliance with existing environmental laws will have material adverse rffert en oar financial eandilion or rmalts of operations However wr cannot

predict the impart of unforeseen environmental contingencies or newer changed laws or regulations on properties in whirh we held an interest aeon properties that maybe acquired

directly or indirectly in the future
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Seasenatity

The betel industry historically has been seasonal in nntnre Seasonal variatinas in occupancy nt the Woodlands property and ether hotel properties we may acquire may cause

quarterly fluclaatioas inner revenues Specifically business class hotels tend to drew tower occopancy rates during holidays at there is less bnsiness travel To the extent that each

flow from oparasioos is iosufflciens doriog nny quarter due to temporary or seasonal fluctuations in revenue we espresso utiliee ensh on heed or if necessary any available other

fianacing seances to make dittribotioos

Employees

We hove no paid employers The employees of con odvisor or its affiliates provide management acquisition advisory aod certain admioistrative services for us

Fluaselat lnlormaeien About Seguneatu

Our current business consists of owoiag manoging operatiog teasing acquiring devetopiag iavesliog in and disposing of reel estate attest We internally evaluate all of

oar real estate attest atone iadustty segment and accordingly we do not report tegmcsst iuformatioo

Available tufennatian

We are subject to tho repofliog and iafoemalioa reqoiremeolt of the Securities Euchauge Act of 1934 or the Exchange Act and eon retell we file periodic eepofls and other

iafoematiou with the SEC Accms to copies of our annoal reports on Form 10-K quarterly reports on Form l0.Q current reports on Form 0-K and other filings with the SEC including

amcndmeats so toch fltiugt maybe obtoioed frco of charge from the fottawiog website htmI/www.moodvnaticoalmit.coml Our filiogs are also available on the SECs websitc

hltn/fwww.sec.eov frm of charge Thme filiogs eec available pmmptly uSer wr file them with or famish them to the SEC

ITEM IA RE/Factors

Theft//owing are some of the risks ondoncer/aioties Ihot coo/d cause oar octaul reuo/tu to diflkr material/yfrom thouepresented in osrforsoard-looking statements The

risks and ancertuantieu described he/ow are one the oo/y ooeu wefoee hoe do represene those risks and snoertaineiec that we beliere ore mucerio/ no on Addiriona/ rinks and

oneereaintieo ncapreuent/y known to isa or that we correnr/y deem immateria/ may a/so harm our bouineaa Oar atoekho/dera orpoeentiat inseotoro maybe referred/a an you or

yosr in this Item IA

laveulmeat Riaks

Since abe commencement ef eec initial pu/I/c offering in 2009 are here raised eelatireiy limited emoenl afafferingpeeeeeds and bane made limited number ofineesementn

Based
upon our operating history to dole and our limited portfolio of investments there can bran assurance that we will be able to successkally opeeate our business or

achieve our investment objectives On April 15 2009 we commenced our initial public offering On May 10 2010 we raised the minimum affeniag amount of $2000000 in our iaitiat

public offering and oil of the subscriplioa proceeds held in an escrow accoont plus interest were releuted to us Oaring the period from the commmcemml of oar iaitial public offering

on April 15 2000 to December 312012 we accepted investors subscripliocs for and issued 317307 shares of our common stock in our initial and follow-ca public offeriog including

3/065 shores of our common tlock pursuant to cur distributioa miavestmmt ptaa resulting in gross offering pmceeds of approximately 512012414 As of December 31 2012 we had

made only threr anvestments one of which our joint venture interest in the Kesideece lea preperty Residence Ian hotel located in Atlanta Oeorgiu we diuposed of in August 2012 If

we are unable to mite sufficient proceeds ic our public offering we will not be able to meet nor investment objectives which could have an adverse effect on our results of operations

and ability 10 make diutributions to our stockholders Further there is no guamutee that we will be able to tell all ef the $900 million in shares of our commoe stock registered for sale 10

she public incur coaliauous public offering

We hare wupeeieneediwssea in ahepeua and may cepee/enee aim//ar bases in ehefeiaee

We incurred net operating loss fee the
years erded December 312009 and 2010 Our losses can be astdbuled in part to she initial start-up costs and operating expenses

iccurred prior to making inneslmeatu in properties In additien depreciation and amortization expenses substantially reduced cur income We cannot ussunr you that we will be

profitable in the frtture or that we will realize growth in the volue of cur ossets
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We are subject to compliance with securitIes law which exposes as to potential liabilIties inclading potential rescission rights

Fannell Kerr Foesler of Texan P.C or PET served as our independent anditorbegisning inNovember 102010 througb February 02012 On February 72012 PKF informed

our board of directors that it could not be considered independent in accordance with Rule 201 of SEC Regniation S-X fur the 2011 fiscal year On February 102012 FKF infoetned our

board that it could not be considered independent foe the 2008 aed 2010 fiscal years Consequently from March 312011 the date FKF first issurd report on our financial statements

to February 02012 the offer and sale of securities in one continuous initial poblic olleting may hove foiled to comply fislly with SectionS of the Securities Act which may trigger right

of rescission under the Securities Act for investors thus pmchosed shares of our common stock dnring this period Such stochholders may hove the right to rescind their pnrchase of

shares of our common stock and require us so reacquire their shares at price equal to the price originally paid for such shams with interest less the amount of any income received

with respect to such shores An investor who ocquired shares of our common stock during this period who no longer owtts the shares they acquired may huvr the right to collect

damages from us in lieu of the rescission rights described above If stockholders were snccessfisl in seeking rescission and/or damages we would face financial demunds that could

udversely uffrct am business and operations Addirionully we may become subject to penuhies imposed by the SEC und state securities agencies As of the dote of this Annual Report

we hove not received claim for rescission If stockholders seek rescission and/or domoges orwe conduct rescission offer we mayor may not have the resources to frsod the

reporchuse of the secorities

There is no public rradong marbrtfor shares of our common stock and we are not req ntred to effectuate liquidity eoentby certain data As resale it will be diffieultfor you to

sell your shares of common stock and efyon ore able to sell your sharesyou are likely to sell them at substantial discount

There is no current public market for the shares of our con000n stock and we have no obligation to list our shores en any public securities market or provide any other type of

liqoidityto our stockholders It wilt therefore be dilficolt for
you to sell yoor

shares of oar consmun stock promptly or at all Even if you are able to sell your shares of our connnon stock

the absence of public market may cause the price received for any shores of one common stech sold tubeless than what you paid or less than your proportionate value of the assets

we own We hove adopted ashore redemption progeam
but ri is limited in terms of she amount of shares thur maybe pmchased by us each quarter Additionally our charter does nut

reqniee that we censumnsate transaction to provide liquidity to our stockholders on uny date certuin or at all As result you
should purchase shores of our consmou stock only nsa

long-teem investment and
you

must be prepared to hold your shares for on indefinite length of time

We commenced operations on May 27 2010 and therefore we bare limited operating history and therein no assurance that we will be able to successfully achiere our

inrestmene objeclircs

We cosnusenced operations on May 27 2010 with the ucqoisition of our first investtoent have limited operaring history and have made only there investments one ofwhtch

uorjoint venture interest in she Residence Inn property we disposed of in August 2012 As result we may not be uble to successfislly operate our business or achieve our investment

objectives An investsneot in shares of one common stock moy entail more risk than an investment in the shares of common stock of real estate investment trust with substantial

operuring history tn addition you should not rely on the pass performance of real property real estate securities or debt-related investments owned by other Moody National affiliates

to predict our future eesutts One investment strategy and key employees differ from the iovesrment strategies and key employees of our affiliates in the post und present and may

continue to do so in the Salver

Wepresenily inlendto effect liquidity erent within four to six yearn from the completion of our initialpublic offe ring howeeer there can be no assurance that we will effect

liquidity erent within such lime or at alt If we donut effect liquidity erent it will be
rery dtfficullforyou to hare liquidity for your inresement in sharer of our common stock

Is the bserre our board of directors will consider various ferns of liquidity events including bus not timited to the sole of all or substantially all of our real estate assets for

cash or other consideration our sole or merger in transaction that provides oor stockholders with cash and/or securities of publrcly traded company and the lrsttng of our

common stock usa notional securities eschonge We presently intend to effect liquidity event within four to sin years from the termination of our initiul pnblic offering which occurred

on October t2 2012 However there cuo be no msurssce that we wilt couso liquidity eveot to occur withis such time or at all If we do not effect liquidity event it will be very

difficult for you to have liquidity for yosr investment in shares of one common stock other thus limited liquidity through our share redemption program
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Payment of fees to our advisor and its affiliates reduces cash availalle for investment which may result in stockholders not receiving afull return of their invested capitaL

flecause portion of the offering price from the sale of our shares is used to pay expenses and fees the full offering price paid by our stockholders will not be invested in real

estate assets As result stockholders wilt only receive full return of their invested capital if we either sell van assets or our company far sufficient amount in excess of the

onginal purchase pnce of our assets or the market value of oar company after we list oar shares of common stock on national securities exchange is substantially in excess of the

original purchase price of our assets

if we internalize our management functions your interest in us could be diluted and we could incur other significant costs associated with being self-manageS

Our board of directors may decide in the future to internalize our management functions If we do so we may elect to negotiate to acquire our advisors assets and personnel
At thts time we cannot anttctpute the form or amount of consideration another terms relating to any such acquisition Such consideration could take many forms including cash

payments promtssuey notes and shares of nor common stock The payment of such consideration could result in dilution of yonr interests usa stockholder and could reduce the

earnings per share aad funds from operations per share attributable to
your

investment

Additionally white we would no longer bear the costs of the vanoas fees and expenses we pay to our advisor under the advisosy agreement our direct expenses would include

general and admtntstrative costs includIng legal accounting and other
expenses related to corporate governance SEC reporting and compliance We would also be required to employ

personnel and would be subject to potential Itabtlrties commonly faced by employees such as workers disability and compensation claims potential labor disputes and ether employee-
related liabilities and gnevances as well as incur the compensation and benefits costs of our officers and other employees and consultants that we now expect to be paid by oar advisor

or its affiliates We may issue equity nwnrds lv officers employees and consultants which awards would decrease net income and funds from operations and may further dilute
your

iavostmrnt We cannot reasonably estimate the amount of fees to our advisor we would save or the costs we would incur if we became self-managed If the expenses we assume usa
result of ax internalization are higher than the

expenses we avoid paying to oar advisor our earnings per share and funds from operations per share would be lower as result of the

internalization than it otherwtse would have been potentially decreasing the amount of funds available to distribute to oar stockholders and the value of our shams

If we internalize zar management functions we could have difficulty integrating these functions as stand-alone entity Currently our advisor and its affiliates perfotm asset

management and general and adminsstratsve functions including accounting and financial reporting for multiple entities These personnel haven great deal of tcnow-how and expetience

which provides us with economies of scale We may fail to property identify the appropriate mix of personnel and capital needs to operate usa stand-alone entity Ass inability to

manage an intemattzassox transactian effectively could thus result in oar rucurring excess costs and suffering deficiencies in our disclosure controls and procedures or our internal

control over financial reperting Such defictencies could cause us to incur odditienul ceslu and our managements attention could be diverted from mast effectively managing our real

estate assets

ifwe were to internalize our management or if another investment program whether sponsored by our sponsor or otherwise hires the employees of our advisor in connection with

its own internalization transaction or otherwise our ability to conduct our brininess maybe adversely affected

Were/yen persons employed by our advisor and its affiliates to manage oar day-to-day operations If we were to effectuate an internalization of our advisor we may not be
able In retain u/I of the employees of our advisor and its affiliates or to maintain relationship with aor sponsor

In addition some of the employees of our advisor and its affiliates may
provide services iv one or mare other investment programs These programs or third parties may decide ta retain some or all of onr advisors key emptoyees in the future If this occnrs
these programs could hive certain of the persons cusrootly emptoyed by var advisor and its affiliates who are most familiar with our business and operations thereby potentiatty

adversely impacting our business
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You are limited in
your ability to sell your shares of common stock pursuant to our share redemption program You may not be able to sell any ofyour shares of our common stack

back torts and ifyou do sell your shares you may not receive the price you pout

Our share redemption program may provide you
with aiim/tori opportunity to have your shares of common stock redeemed try soot price equal tone at discount from the

current n/Ocring price per shone for the shores being redeemed Following the termination of the sole of shares to the public in our primary offering shares of common stock will be

eedeemed pursunnt to the shore redemption program subject to cretain restrictions and limitations ala price equal to orat discount from price based upon the pen-shore net asset

valor of the company and other factors our board of directors deems relevant Shares of our common stock are redeemed on quorterly basis However nor share redemption progrnm

contains certain restrictions and limitntiens including those relating to the number of shares of our comman stock that we can redeem at any given time and limiting the redemption

prier Specifically we limit the number of shores to be redeemed during any calendarynarto no more than 5.0% of the weighted avenge of the shares of our cennnon stock

outstanding during the prior calendar year and those that coald be funded from the net proceeds from the sate of shares under our distribution reinvestment plan in the prior

calendar year plus such additional fronds as maybe reserved for that
purpose by oar board of directors provided however that the above limitation does not apply to redemptions

requested within two years after the death of stockholder In addition our board of directors reserves the right to reject any redemption request
for

any reasoner no reason onto

amend suspender terminate the share redemption program at any time upon 30 days prior written notice Therefore you may not have the eppertunity to make redemption request

prior too termination of the share redemption program and you may not be able to sell any
of

your shares of consmon stock bock to us pursuant to our share redemption program

Moreover if you do sell your shares of combos stock back to us pursuant to the shore redemption program you may nut receive the same price you paid for any shares of our common

stock being redeemed

Our cash distributions are not guaranteed mayfluctuate and may constitute return of capital or iarable gain from the sale or exchange ofproperly

We began paying distribution in July 2010 at rate which if paid each day over 365-day period is eqsivalentto an 8.0% annualized distribution rate based an purchase

price of$tO.00 per shore of our comtnon stock The actual amount and timing of distributions will be determined by cur board of directors and typically will depend upon the amount of

funds available for distribution which will depend on items such as current and projected cash requirements and tax considerations As result our distribution rare and payment

frequency may vary from time to time To the extent we donor have sufficient funds or sources of funds to pay distributions we maybe forced to reduce the rate at which we pay

distributions or stop paying distributions entirety Distributions payable to our stockholders may also include return of capital rather than return on capital

We hare and may continue to pay distributionsfrom sources other than our cash flowfrom operationu To the extent that we pay distributionn from sources other than our cash

flowfrom operations we will hare reducedfunds arailablefor inresrm en and the overall return to our stockholders maybe reduceS

Our organizational documents permit us to pay distributions from any source including net proceeds from our pubtic offerings borrowings advances from our sponsor or

advisor and the deferral of fees and expense reimbursements by our udvisor in its sote discretion Since our inception oar cash flow from operations has not been sufficient ta fund all

of oar distributions and as consequence we have funded significant portion of our distributions with the net proceeds of our public offerings Of the $1162313 in total distributions

we paid during the period from our inception through December 31 2012 including shares issued pursuant to our distribution reinvestment plan approximately 61% was funded from

cash flow from operations and approximately 39% was funded from offering proceeds lathe future our cash flow from operations may not be sufficient to fund our distributions and we

may continue to fund all ova portion of our distributions from offering proceeds another sources ether than cash flow from operatiom Until we make substantial investments we may

continue to fund distributions from the net proceeds from this offering an sources other thaa cash flow from operations We have not established limit an the amount of offering

proceeds or other sources other than cash flow from operations which we may use to fund dssrributioes

If we are anable to consistently fund distributions to our stockholders entirely from our cash flow from operations the value of
your shares upon listing of our connoen

stock the sale of our assets or any other liquidity event may be reduced To the extent that we fund distributions from sources other than our cash flow from operations our funds

available for investment will be reduced relative to the funds available for investment if our distributions were funded solely from cush flow from operations our ability to achieve our

investment objectives will be negalively impacted and the overall return to our stockholders maybe reduced In addition if we make distribution in excess of our current and

accumulated earnings and profits the distribution will be treated first as tan-free return of capital which will reduce the stockholders tan basis in its shares of connnon stock The

amount if any of each distribution in excess ef stockholders tax basis in its shares of coersnon stock will be taxable as gain realized from Ihe sole or exchange of preperty For further

information regarding the tax consequences in the event we make distributions other thou from cash flaw from operations please see Federal Income Tax CansiderationsTaxutian of

Tunable U.S Stockholders
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Payments to the holder of the special unite of ear operating partnership may reduce cash arailablefor distribution to our stockholders and the raloe of our shares of common

stock open consummation of liquidity eeent

Moody 01 Holdings LLC as the holder of the special evils af osr eporating partnership may be entitled to receive 15% of specified distribations made span dispasitiosss of

oar operating partnerships assets aed promissory ease cash or shares of eve convstoo stock ef sach amesnt spec the occvrrence of specified events inclndisg among
other events

lrsttng ef ear shares on an eschangc or she termioution or non-renewal ef the advisory agreement Payments to she balder of the special anils spon dispositions of eve operating

partnerships assess and redemptions of the special saits may redoce cash available for disrr-ibation to osr stockholders aed the valor of shares of our common stock
open

conssnsmvtiee of liqaidity rvovt

Recently enacted and potentialfortherfinancial regulatory reforms could hare significant impact on oar business fin ancial condition and revolts of operations

Ott July 212010 President Barack Obomu sigeed the Dodd-Frank Wall Street Reform and Cossamer Protection Act or the Dodd-Prank Ad into law The Dodd-Peach Ad

roprososts significant chaego in the Amoricun financial regulatory oovironmmt aed impacts yearly every aspect of the U.S fisaecial services indmtry The Dodd-Prank Act requires

vanoss federal ageactos to adopt hondrods of new roles to implement the Dodd-Frank Act and to deliver to Congress asmer055 stodies and reporto that may inflaeoce fatore

lrgtslution The Dodd-Prank Act leaves significant discretion to federal agencies as to ovactty how to implement the broad provisions of the Dodd-Pratslc Act As rmalt many of the

dolatls asd moch of the impact of the Dodd-Prank Act may not be known forsemo time and the hill entent of the impact of the Dodd-Prank Act on ocr operations is carrcntly vnclear

The changes rosalttsg from the Dodd-Prasls Ad may impact the profitability of basiness ndtivities reqsire chungos to certain bosiness practices impose more stringent cnpitnl liqaidity

and leverage roqaircmeets or othorwiso adversely affect eve bminoss

Psether we may be reqairod to invest significast mosogomrnt astrntioe and resosrces to ovalsato arsd make
aey chasges necessary to comply with now stalatoty and

regolatory reqstroments coder the Dodd-Prank Act which may segotively impact resslls of operations and financial condition

Risks Related Ta Our Business

We our sponsor
and oar adeisor hare limited experience in operating apoblic company or REIT and oarfailare to operate successfully or profitably could hare material

adrerse effect on our ability to generate raehflom

We aed our advtsor arc each rocostly fortood companies Other than our company neither oar advisor nor oar sponsor nor any of oar advisors or sponsors respective

officers yr employoos in their capacities with oar advisor and oar sponsor have operated public company or an entity that has elected or iotesds to elect lobe laced as REIT and

we may not be able to operate such an eetity snccessfslly Yea shosld sot rely upon the past performance of olher real estate inveslment programs of eve affiliates so predict our bstaro

results As of the date of this Annoal Report we have invested in only three real oslato assets one of which ourjoinl restore interest in the Residence Inn property we disposed of in

Asgost 2512 Yea shoald consider oar prospects in light of she risks secoetaintios aed difficulties freqaoetly oucoentored by companies that are like as in their early stage of

development To be successfsl we must among olher things

nO idevti and acqoire investraoets that align with oar investracns strategim

.11 ostablish and maintain contacts with liceesod socsrtios brokers aed other agenss to soccessflally complete ave costinaoos pvblic offering

ill attract tetegrate motivoso oed rotate qsolifiod pmsonaol lv macago oor day-to-day operations
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.0 respond to competition for our targeted reel estate properties reel estate securities aad debt-rotated investments as well as for potential investors ia oar shares aed

.0 continue to build and eupand oar operations strocrare to support oar bosinest

Oar failure or our advisors or sponsors failure to operate successfully or profitably could hove materiel adverse effect ou oar ability to generate cash flew to make

distributions to uur stockholders assd could reuse you to tone alt ora portion of your investment ia our shares

Ocr nerresu is depeedenr en rlaeperferrrranre of eer spanner aedMaedyNarioealafflhieaes

Our ability to achieve our investment objectives and so pay distributions is dependent upon the performance of our advisor our sponsor and other affiliates of our sponsor

Our sponsor and/Is other affiliates are sensitive to trenda in the general economy as well as the commercial rest estate and credit markets The current macroeconomic eaviromneor and

recent credit crisis ban negatively impacted the value of commercial real estate assets contributing to general slow down ia the real estate iodaslry which we anticipate will continue

through 2013 The receal economic dowutoan has resulted in overall transaction volume and size of soles and teasing activities to decline which has bad an adverse impact on our

sponsor audits affiliates aad could cootinue to put downward pressare on our sponsors revenues and operating resulta

The recent market downturn has adversely impacted and coold continne to adversely impact certain prior real estate programs of our sponsors affiliates renutdng in

decrease or deferral of distributions with respect so suck
programs Moody National Management L.P coasiaues to seek approval so amend its master lease agreements for certain prior

real estate programs to provide for either deferral or waiver of portion of lease payaoents to program inventors each an amendment and collectively referred to as the

amendments and may continue to seek farther ameadmrnls ia the future depeading upoa the then-current economic conditions Certain prior real mtase programs hove also

requested additional cash infusions from investors to fond outstanding debt oervice payments Further such reqoests maybe necessary in the future depending opon the then-current

economic conditions These adverse developments knve resulted in redaction in payments to investors for certain prior real estate programs

Moody National Maaagement L.P has also commenced negotiotiam with lenders In rrstrnctare loan teens with respect to certaia prior real estate
programs

in default nader

enistiog franchise or loan agreements and may continue to do so in the future On some of the loans on shone prior real estate programs the teoder in pursuing various alternatives

simultaneously including initiation of foreclosure proceedings and argotiations for loan modifications On these loans the lender and borrowers are oedvoly working toward loan

modificotino However sheer is no assurance that final loan modificasioas will be achieved With respect to two tenans-in-consmon
programs sponsored by Moody National Realty the

initial lender sold the loans and the purchaser of the loans initiated farecloaure proceedings resahing in the filing for protection from these proceedings in the Uaited Stases taankrnptcy

Cosrt by on affiliate ofMoodyNationat Realty owning en original equity investment in one praperty of appeonimately Ssogso end approsimamrty $10039 in she other property Thme

affiliates have now received court approval of confienation plao under which an agreemeot was reached with the lender and the loans were reinstated In addition another affiliate of

Moody National Realty aod truant-in-common owners in eight seount-in-common programon collectively initiated legal proceedings against tender Currently seven of these tenant-in

cororson programs have been restrnctaeed into limited liability company owned by the fonnor tenant-ia-common owners and leader affiliate and the legal proceedings have been

dismisnrd wish respect to such
programs

The lender and borrowers on one of the tenant-in-common programs entered iato senlemens and reinstatement of she loon and the legal

proceedings have hera dismissed with respect to sock program

In addition so she above the 19 tenant-in-common owaern of the Westchose Technology Center property which originally acqoired the property wish S4 million equity

investmnnt derlioed to prooeod with lenders loan modifiention proposal and allowed the lender to foreclose oa an office building which secured the loan The 28 tenant-in-eonsmoo

owners of two-hotel project consisting of she Spring/sill Ssisen Altamonte and the Holiday Inn Empress Orlando which originally acquired the project with $10.2 millioa equity

investment declined to proceed with lenders loan modification praposal and allowed tIme tender so foreclose on the two hotels which secured the loan The 14 tennat-ia-eonusson

owners of two-hotel project consintiag of shoTownoPlace Suite Miami Airport andTownePloce Suites Miami Lakea whichoriginally aeqairedtheprojectwish $5.9 millioa equity

investmrnt declined to proceed with tenders loan modification proposal and allowed the lender so foreclose on she two hotels which secured the loan The Id tenant-in-common

owners of she Tewneptace Suites Moant Laurel which originally acqsieed the property wish S5.d million equity investment deelioed so proceed wish lesdero loan modification

proposat and allowed she tender so foreclose on the hoset which secored she loan Additionally she 35 trnaos-in-comor000 owners of the Courtyard Columbus Airport which originally

acquired the property with $11.1 million equity investment entered into deed in lieu of foreclosure agreement with the lender Further the lender for the Residence Inn Memphis filed

fereclonore proceedings and one unaffiliated tenant-in-common owner of she Residence ton Memphis filed for bankrnpscy protection which resulted in coast-ordered auction sate of

the property and loss of tIme original Sd.93 million equity inventmrot for she 17 troaos-in-comsnoa ownrrs
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Ta the ontent that any decline ie revenaes and aperating resalts impacts oar spaosnrs ability to previde oar advisor with sofftcient resaarces to perfarm its abligations tans

parsaont to the odvisary agreement var retaIls of operations financial canditian and ability to pay distrihations ta var atachholders coold also salter Additionally sach adverse

canditions maId reqaiee aabstmtiul amaant af time an the pact of the management of sac advisor and its affiliates pnrticalarly with regard to other real estate progeatna thereby

decreasing the omoont of time they speed actively managing oar investments

If we are delayed or unable to find suitable investments we may not be able to achieve ear investment objectives

Orloys in selecting acqairing ned developing real estote assets coald odvorsoly affect investor retorns Becoase we are condoctrng oar continaoas pablro offerrng on best

efforts bosis aver time oar ability to commit to parchase specific assets will depend in port on the nmoaat of proceeds we have received ate given time If we ore neoble to access

snfficieot capital we may soffee from delays in deploying the capital iota real mtate moors

The recent down earn in the credit markets has increased the cost of borrowing and has madefinancing difficult to obtain each of which may have material adverse effect on oar

results of operations and baainesn

Recent events in the financial markets have had an adverse impact on the credit markets and as resntt the availability of credit has become move enpensive and difficnlt to

obtain Some lenders are impnsiog more steiograt restoictiom on the teems of credit nod there may hen gmrral rcdoclion is the amoant nf credit available in the mmkcts in which we

cosdact basiaess The terms and availability of media is enpected to remaio limited dnoieg 2013 The negative impact of the tightening of the cerdit markets may haven material adverse

effect osus rossltiog from host not limited to an inability to finance the acqssisilion of root estoto ossoto on favorable terms if at all incroasod financiog costs or fleuncing with

increasingly restrictive covenants

We are oneertain of oar noareenforfanding oarfatare capital needs If we cannot obtain debtor eqaityfinoneing on acceptable terms oar ability to acquire real estate anacin and

to expand oar operations will be adversely affected

The set proceeds from one castinsoar pabtic offering wilt be ased foe investments in root properties real estate secorities and drbt-retoted investmeats foe payment of

operotiog espeoses and for payment of varioss fees and evpessea soch as acqsisitios fees origination fees asset management fees and property management fees We do not intend so

eslobtish general working capitsl reserve oat of the perceeds from oar cootinnoas pablic offering dariog the offering Accordingly in the event thot we develop need for additional

copilot io the fritare for investments the improvement of oar real properties or for any other crayon soarces of fimding may not be available to as If we cannot establish reserves oat of

cash flaw generated by any root estate assets or oat of net sole proceeds in non-liquidating sale transactions at obtain debtor eqoity financing on occeptable terms oar ability to

acquire real estote assets and to enpund oar operations will be adversely affected As resalt we woald he less likely to achieve portfolio divomificalion ond osr investment objectives

which may negatively impact our results of operations and reduce oor ability to mahe distribations to oar stockholders

Ricks Related to Oar Orgaaizaliaaal Slraelaro

Maryland law and oar organirationaldocaments Omit your right to bring claims against oar officers and directors

Marylond low provides that director will not hove any liability as director so long as boor she performs his or her daties in accordance with the appticabte staedord of

cooduct In addition oar charter provides that sobject to the applicable limitations set forth theeein or ander Matylmd tow no director or officer will be liable to en or oar stockholders

for monetury damages Oar charter also provideo that we will generally indemnify and advance enpenses to oor directors our officers oar advisor and its affiliates foe Imses they may
incur by reoson of their service in thaoe capacities sobject to any limitatioos andre Mutytnod tow or is oor charter Moreover we hove entered into srpuonte indemnification ngerements

with cock of our directors ond osocotive officers As rosalt we and oar stockholders may hove more limited rights against these
persons

than might otherwise mist andre contsston law

In addition wo maybe obligated to fond the defense costs incarsed by those persons in some cases However oar charter provides that we may not indemnify oar directors our

advisor and its affiliates for loss or liability saffered by them or hold any directors or oar advisor and its affiliates harmless for loss or liobility soffered byes anlrss they have

deteemioed thus the coorse of rondoct thot massed the toss or liability wus in oar best interests they were uclieg on oar behalf or performing services for us the liability was not the

resolt of negligence or miscyndact by oar non-indepeadrat directors onr advisor sad its uffiliutrs or gross negligence or willful miscoadacl by oar independent directors and the

indesnnificotion or obligatian to hold hursoless is recoveroble only oat of our net assess iocluding the proceeds of issoranco and not from the stockholders
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The limit on the percentage of shares of our common stock thai any person may omen may discourage takeover or business combination thai may benefit our stockholders

Our charter restricts the direct or indirect ownership by one person or entity to no more than 9.8% of the value of our then outstanding shares of capital stock which includes

common stock and nay preferred stock we may issue and no more than 9.8% of the value or number of shares whichever is more restrictive of ourthen outstanding common stuck

unless exempted by our board of directors This restriction may discourage change of control of us and may deter individuals or entities from making tender offers for shares of oar

common stock on teems that might be financially attractive to stockholders or which may cause change in our management In addition to deterring potential transactions that may be

favorable to oar stockholders these provisions may also decrease your ability to sell your shores of our common stock

We may isuuepreferred stock or other classes of common stock which issuance could adversely affect the holders of our common stock issuedpursuant to our continuous pulalic

offering

Investors in our continuous public offering donut have preemptive rights to any shares issaed by us in the future We may issue withoot stockhotdcr approval preforrcd

stock or other classes of common stock with rights that could dilute the value of your shares of common stock However the issuance of preferred stock must be approved by

majority of our independent directors not othrrwise interested in the transaction who wilt have access at our expense to uur legal counsel veto independent legal counsel The

issaunce of preferred stock or other classes of common stock could increase the number of stockholders entitled to distributions without simultaneously increasing the size of our asset

base

Our charter authorizes auto issue 450000000 shares of capital stock of which 400000000 shares of capital stock are designated as common stock and 50000000 shares of

capital stock are classified as preferred stack Our board of directors may amend our charter from time to time to increase or decrease the aggregate eumber of authorized shares of

capital stock or the number of authorized shares of capital stock of
any

class or series withoat stockholder approval If we over created and issued preferred stock with distribution

preference over common stock payment of any distribution preferences of outstanding preferred stock would reduce the amount of funds avaitabte forttse payment of distributions on

oar common stock Further holders of preferred stock are normally entitled to receive preference payment in the event we liquidate dissolve or wind up before any payment is made so

our common stockholders likely reducing the amount common stockholders would otherwise receive upon such an occurrence In actdilioa under certain circumstances the issnance

of preferred stock ova separate class or series of consssson stock may render more difficult or lend to discourage

.0 merger tender offer or proxy contest

.0 the assumption of cosstrot by holder of large block of our securities and

.0 the removal of incumbent management

We do not currently hare compensation committee andpresently do not intend to form such committee

We do not have compensation committee and have no plans to form one Our board of directors may form compensation committm in the future which we expect wilt occur

only when we hire our osvn employees We currently do ant have nny employees nor do we have plans to hire any employees The rote of any compensation committee would be to

make recommendations to our board of directors on the compensation of our employees and to administer the granting of awards pursuant sonar tong-term incentive plan and to set the

terms and conditions of such awards Until our board of directors deems it in our best interest to form compensation consmittee our board of directors will directly administer oar long-

term incentive plan and perform such other related duties Should our board of directors decide in the future Inform compensation committee such commiltm will be comprised of

majority of independent directors
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Our UPatEiTntrueture may result in potential conflicts of interest with limited partners in our operating partnership whose interesis may not he aligned with those of our

stockholders

We may issue limited
partner interests ef use operating partnership in connection with certain transactions Limited partners in one operating partnership have the eight to vote

en certain amendments to the operating partnership agreement us well as on certain other matters Persons holding snch voting rights mny esercise them inn mnnner thnt conflicts with

the interests of use stochhotdens As gsnerat pnrtner of one operating partnership we am obligated io uci isa msnner that isis the best interest uf all paessees of use operating

partnership Circumstances msy unise in the fsture when the inteeesls of limited partners in oar operadng poetnership muy conflict with the interests of our sloehhnlders These conflicts

moy be resolved inn manner stockholders do not believe are is their best interest

Is addition Moody OP Holdings LLC the holder ef specint snits in oar operating partnership maybe endtled toll certain cmh payments upon the disposition of certain of

nan operatis partnerships assets or see-time pnynsent in the form of cash promissory note or shares of our eorosnon stock is conjunction with the redemption of the speeinl

units spun the occurrence of listing of sun shares ass national stock esehasge uncertain rventu that result is the termination orson-renewal of our advisory agreement This potestiul

ublrgatrus to mnke ssbstastiul payments to the holder of the special units may reduce our cash available fur distribution to stockholders end limit the nmuust thnt stockholders will

receive open the consnntnsatiun of ltqsidity event

truer investment return maybe reduced if we ore required to register as an investment company under the investment Company Act if we are uubjecl to registration under the

innestment Company Act we will not be able to continue our business

Neither we one operating partnership or any of nm subsidiarim intend to register as an investment
company under the Investment Compnny Act of 1940 as amended

Currently we own twu real estate investments Oor operntiag partnerships and subsidiaries intended investments in real estate will represent the substantial majority of our total ussel

mists order for us not tube subject to regslation nsder the Investment Company Act we intend to
engage through our operating partnership and our wholly and majority owned

subsidiaries primarily in the besiness of buying renl estate These investments must he mnde within year after this offering ends

We espect that must of one assets will beheld thrasgh wholly-owned or majority-owned subsidiuries of our operating partnership We esprel that most of these subsidiaries

will be ostsidr the definition of us investment company nader Section 3aI nf the Isvestment Compony Art us they are generally espeeted to hold at least 60% of their ussets in rest

properly Section 3u lA of the Investment Company Act defines an investment campsny as any issuer that is or holds itself out ns beiug engugnd primarily in the business of

isvesting reinvesting an trading in securities Section 3al of the Investment Compnny Act defines an investment compuny as any issaer that is engaged or proposes to esguge in

the basiness of investing reinvesting awning holding en trading in secarities and owns or proposes to ucquire investment secarides having value eseeeding 40% of the value of the

issuers total assets esclasive of U.S government secarities and cash items onus unconsolidated basis which we refer to us the 40% test Escluded from the teno investment

secortties among other things are U.S government securities and securities issued by majority-owned subsidiaries that are nat themselves investment companies and are not relying

en the esceptios from the definition of investment
company

set forth in Section 3ctj on Section 3c7 of the Investment Company Act

We believe thai we our operatiog partnership ned moss of the subsidiaries of osr upernting puenership will sul fall within either definition of investment company uoder

Section 3aI of the Investment Company Act we intend to invest primarily in reul property through our wholly or majority-owned subsidinries the mujority of which we espeet to

have ut least 60% of their assets in real property As these subsidiurirs would be investing either solely or primarily in cml property they would be outside of the definidon of

investment company under Section 3atj of the Investment Company Ad We are organized usa holding company
that conducts its businesses primarily through one operadng

partnership which in turn is holding company conducting its bssinms through its subsidiaries Noth we and use speraling partnership inlend to conduct our opnrstinns so thnl we

comply with the 40% test We will monitor our holdings so ensure continuing and ongoing compliance with this lest to addition we brlieve that neither we nor our operating

partnership will be considered an investment
campuoy

under Section 3utAj of the Investment Compauy Act brenase neither we eon oar operating partnership will engage primurity

an hold itself out as being esgaged prtmurtly is the business of invessiag reinvesting on trading insecurities Rather through our operuting partnerships wholly owned or mujority

owned subsidiaries we ond our operating partnership will be primarily engaged in the nan-investment company businesses of these sobsidiaries
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In the event that the value of investment securities held by subsidiary of attn operating partnership were to exceed 40% of the value of its total assets we expecl that

sabsidiary to be able to rely ax the exclusion freer the definition of investment company provided by Section 3c5C of the Investment Company Act Section 3cXSXC at

interpreted by the staff of the SEC eequimns each of oxe sobsidiaries relying on this exception to invest at least 55% of its portfolio in mortgage and other liens on and interests in ccvi

estate which we refee teat qnatifying eeal estate assets and maintain at least 60% of its assets in qualifying real estate assets oe other coal estatn-celated assets The cemaining 20%

of the portfolio can consist of nsiscrllanrous assets What we buy and sell is therefore limited by these criteria Hew we detrrrssino to classify oar assets for purposes of the Investment

Company Act will be based in large measure upon no-action letters issued by the SEC staff in the past sad other SEC interpretive guidance and in the absence of SEC guidance on our

view of what constitates qnalifying real estate asset and oval estate-related asset These no-action positions wore issued in accordance with factual situations that maybe

substantially different from the factual situatiom we may face and number of these na-action positions were isssed morn than ten yearn ago Pssrssrant ta this guidance and

depending on the characteristics of the specific investments certain mortgage loans participations in mortgage loans mortgage-bucked aecurities meozanine loans joint vennare

investments and the eqaity securities af other entities may not constitstt qaalifyiog real estate assets and therefore investments in shove types of assets may be limited No assaronce

can be given that the SEC staff will concur with our classification of our assets Future revisions to the Investment Company Actor further guidance from the SEC staff may caste us to

lose our euclosina from mgistration or fame as to re-evaluate oar portfolio and our investment strategy Such changes may prevent us from operating our business ssaccessfltlly

lathe event that we or oar opeealing partnecship wore to acquire assets that could make rithrr entity foil within one of the definitions of an investment
ccmpany

under

Section 3ot of the Investment Company Act we believe that we would still qoolil for aa cuclstion from registration pursuant so Section 3c6 of the Investment Company Act

Although the SEC staff has issued little interpretive guidance with respect so Section 3c6 we believe that we and our operating partnership may rely on Section 3c6 if 55% of the

assets of our apmating partnership consist of and at least 55% of the income of our nprrating partnership is derived from qualifying real rstate onsets owned by wholly owned or

mtjoeity-ownod subsidinries of our operating partnership

To ensure that neither we our operating partnership or any
of our sabsidiories are required to register as an investment company each entity maybe unable to sell assets thnt

ti wauld otherwise want ta sell and may need so sell assets that it would otherwise wish to robin In addition we our operating partnership or oar subsidiaries may he required to

ocqoire odditianal income-or loss-generating assets that we might not otherwise acquire or forego opportunities to acqaire interests in companies that we would otherwise want to

acquire Although we oar operating partnership and nsr subsidiaries intend to muntiar our portfolio periodically and prior to each acqaisition ood dispasilian any
of these entities moy

not be able to maiatsin aa extission from registration as an investment company If wo our operating partnership cc our subsidiaries are required to register as an investment company

hot fail to do so rhn onregistered entity wanld hr prnhihirnd from angaging in our bosisans and crimisat and civil oct/ass cnutd be hrosghr against sach entity In addition the

contracts of ssch entity woald be unenforceable unless court required enforcemrnt and court could appoint receivrr to take control of the entity and liquidate its bnuioess

Rinks Relaled To Cnnllirls of Inlerml

We depend an our adrissr and us key personnel and If any ofsaeh key personnel were to reuse to be affifiared with oar adrisor nor bnsinenn caoldsoffer

Our ability so make distribulioss and achieve our investment objectives is dependent upon the performance of oar advisor in the acquisition disposition and management of

real estate assets the selection of tenants far our real proporties and the determination of
ony financing amongements In addition oar success depends to significant degree apon the

continued contributions of certain of the key personnel of Moody National REIT Spensar LLC our sponsor iacluding Brett Moody and Robert Engel each of wham wonld he

difficall so replace We curerntly do nat have hey man life insurance on any of these key personnel If our advisor were to lose the benefit of the experirncr efforts and abilities of one

or more of these individuals our operating resuhs could suffer

We may compete with ocher Moody National afluliaeesfer opportunities to acquire or nel/inreurments which may hare an adrerne impure on oar operationx

We may compete with certain of our affiliates for opportunities In acquiro or snll certain types of real estate assets We moy olsa bay or sell real estate assets at the same time

as cur offiliosos ore considering buying or selliog similar assets In this regard there is risk that our advisor wilt select for usa root estate autos that provides lower retsmras toss thon

real estate assets purchased by anr affiliate Certain of our affiliates own or maaagr rool properties ia geographical areas in which we espresso awn rest praperties Therefore nar mat

properties may compete for tenants with other real prnprrties award or managed by affiliates Oar advisor moy face conflicts of interest when eroluatinp tenant leasiag npporeunisies for

our real properties and other real properties owned or managed by nffslistes sad these conflicts of interest may hove negative impact on oar ability In attsael and retain tenants As

result of our potential campethian with oar offiliobos certain investmenl oppartsnilies Ihot would otherwise be available tons may sat is fact be available This competition may also

result in conflicts of interest that are not resolved inane favor
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The time and resources that Meody Natienal affiliates devote to an may be dieerted aad we may face additional competition dae to the fact that Maady National affiliates are nat

prohibitedfrom raising money far or managing another entity that makes the same typee of investments that we targec

Moody National affiliates are not prohibited from misieg musty far or managing another investment eetity that mahes the some types of investments as those wt target For

evampte oor advisors management coerently masages 46 pesvalety offered real estale progmms spoosored by affiliates of oor spoosor ntt of which have investtoest objectives

genomtty similar to oar conrinaoos prabtic offering Ass resott the time and resoorces they coald devote to as maybe diverted In addition we may compete mith any sorb investment

entity for the same investors and investment opportooities We may also co-invost with any sarh investment ontity Even thoogh all soch ro-invostmoots wilt ho sobjeet to approval by

oar independent directors they cootd be on terms not as favorable to as as those we coald achieve co-investing whh third party

Ottr adrisor and its affiliates including otr officers and some of otir directors face conflicts of interest caused by compensation arrangements
with tss and other Moody National

affiliates which co aid result in actions that are not in the best interests of our stockholders

Oar advisor and its offiliates wilt receive sobstantial fees from in rebam foe their services and those fees cootd infloonce the advice provided tom Among other manem the

compensation arrangements coald affect their jadgsoeot whh respect to

.111011 poblie offerings of eqsity by os which allow oar dealer masagee to earn additional dealer manager fees and oar advisor to earn increased aeqaisilian fees and asset

management fees

.tgr meal estate acqaisitions which allow oar advisor to earn ocqaisitios fees
apan parchases of assets and increase asset management fees

a31011 real estate asset soles since the asset management fees payable to oar advisor will decrease and since oar advisor will be eatitled to disposition fees span sales and

.3111/ the parchase of real estate assets fmm other Meody National affiliates which may allow oar advisor or its affiliates to eorn additional asset management fees property

monogemeas fees osd disposition fees

Porsher osr advisor may recommend that we invest in particalar asset or pay higher parchase price for the asset than is woald otheewise recommend if it did not eeceive an

acqoisitios fee or origination fee Certain potential acqaisitios fees origination fees and asset management fees payable to oar advisor and property management and leasing fees

payable to the property manager wonld be paid irrespective of the qoatity of the anderlying real estate or property management serciers doring the term of the related agreement These

fees may incentivier nor advisor to recommend mansactions with respect to the sate of peoperty or properties that may not he in oar best interest at the time Investments with higher

net operating iocomr growth potcamial ore generally rishiec oe more specalative to addition the premasare sale of an asses may add conceamation risk to the portfolio or may beat price

lower than if we held onto she asset Moreover one advisor has considreahln discretion with respect so the terms and timing of acqaisition disposition and leasing transactions In

evolnaling investments and other managemeol strategies the opporlonity to earn these fees may leod ase advisor to place andac emphasis on criteria relating to its compensation at the

espense of other critmia sach as she preservation of capital to achieve higher short-term compensation Considemtions relating to oar affiliates compensation from as ond other

Moody National affiliates coald resolt is decisions that are not in the best intemsls of one stochholdees which easld impair oar ability to pay yon distrihotions or resalt isa decline in

the volse of
yosr

investment

Oar adrisor may hare conflictingfiduciary obligations tf me acquire real estate assets from its affiuiaten or in joint rentares with its affiliates As result in
any

such transaction

we moy not hare the benefit of arms-length negotiations of the type normally conducted between unrelated parties

Oar adviser may coast ss so invest in property owned by or make on eqaity or debt-related investment is one of its affiliates or thrcagh joint vmtare with its affiliates For

enamplo we own oar interest in the Ryan Flacn sore throagh joint ventsre between wholty owned sobsidiary of oor oporasing partnership and an affiliated entity controlled by Brett

Moody oar Chairman and Chiof Evncalive Officcr In these circomstances oar advisor wilt have conflict of interest when balfilling its fidaciomy obligation tons In any sach

scaasactton we woald sos have the benefit of amas-length negotiations of the type normolly condacled between oorelated parties
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We may dispose of assets to our advisor sponsor or their affiliates which could cause as/a enter into transactions on less favorable terms than we would receivefrom third

party

We may dispose of assets to our advisor sponsor or their affiliates Our advisor sponsor or their affiliates may make substantial profits in connection with such tvansactions

Because our indeprndent directors would rely on our advisor in identifying and evaluating any such teansaction these conflicts could result in transactions based on teems that are less

favorable to us than we would eeceive from third party

Thefres we pay to affiliates in connection with our continuous public offering and in connection with the acquisition and management of our investments were not determined on

an arms-length basis therefore wedo no/have/he benefit of arms-length negotiations of/he type normally conducted between unrelated parties

The fees to be paid to oar advisor oar property manager oar dealer manages and other affiliates for services they provide for us were not detennined on an arms-length basis

As result the fees have been determined without the benefit of arms-length negotiations of the type normally conducted between unrelated parties and could be in excess of amounts

that we would otherwise pay to third parties for such services

We maypurchase real estate assets from third parties who have existing or previous business relationships with affiliates of our advisor and usa result in any such transaction

we may not hare the benefit of arms-length negotiations of/he type normally conducted between unrelated parties

We may purchase assets from third parties that hove existing or previous business relationships with affiliates of our advisor The officers directors or employees of our

advisor and its affiliates and the principals of our advisor who also perfoim services foe our affiliates may have conflict in representing our interests in lhrsr transactions on the one

hand and the interests of such affiliates in preserving or furthering their respective relationships on the other hand In any such transoclion we will not have the benefit of anns-length

negosiations of the type normally condacted between unrelated parties and the purchase price or fees paid by as maybe in excess of amounts that we would otherwise pay to third

parties

Risks Related Ta Investments In Real Estate

Disruptions in the financial markets and deteriorating economic conditions could have material ad verse impact on our business

We believe the risks associated with our boxiness are mom severe during market downturns For example prolonged market downturn could negatively impact our real estate

investments as result of decreased demand for hotel rooms increased tenant delinquencies and/or defaults under our leases In addition lower demand for rentable space and

oversupply of rentable
space

could lead to increased rent concessions higher tenant improvement expenditures or reduced rental rates in order to maintain occupancies Because we

expect that some of our debt-related investments may consist of loans secured by cml property these same factors could also negatively affect the underlying borrowers and collateral

of our investments Our operations could be negatively affected to greater extent if market downturn is prolonged or becomes more severe which would significantly harm our

business results of operations cash flows and financial condition oar ability to make distributions to you and the value of your investment

Changes in national regional or local economic demographic or real estate market conditions may adversely affect our results of operations and returns/a our stockholders

We are subject to risks generally attributable lathe ownership of real estate assets including changes in national regional or local economic demographic or real estate

market conditions changes in supply of or demand for similar properties in an area increased competition for real estate assets targeted by our investment strategy bankruptcies

financial difficulties or lease defaults by our tenants changes in interest rates and availability of financing and changes in government rnles regulations aad fiscal policies including

changes in tax real estate environmental and zoning laws
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Changes in supply of or demandfor similar real properties in particular area may increase the price of real properties we seek to purchase and decrease the price of real

properties when we seek to sell them

The real estate tedustry is subject to market forces We are usable to predict certain market changes including changes in supply of or demand for similar real properties isa

particular area Any potentrat purchase of on overpriced asset could decrease our rate of return on these investments and result in towee operating resutts and overatl returns to our
stockholders

Delays in the acquisition development and construction of realproperties may have adverse effects on our results of operations and returns to orr stockholders

Detays we encounter in the setection acqutsrtion and devetopment of reat properties could adversely affect
your returns Where properties are acquired prier to the start of

construction or during the early stages of cossrraction it wilt typically take several months to complete construction and rent available space Therefore you could suffer delays in

recervmng cash distributions atterbatabte to those purtrcstar real propertres Delays in completion of construction could give tenants the right to terminate preconstruetion leases for

space at newly developed project We may incur addittoust risks when we make periodic progress payments or other advances to builders prior to completion of construction Each of
those factors could result tn increased costs of project or loss of our investment In addition we wilt be subject to normal tease.up risks relating to newly constructed projects
Furthermore the pnce we agree repay for root property wilt be based on our projections of rentat income and expmses and estimates of the fair market value of real property upon
compterioo of constructiOn If our projections are inaccurate we may pay too much for property

Real properties are illiquid investments and we maybe unable to adjust our portfolio in
response to changea in economic or other conditions orsetlaproperty if or when we

decide to do so

Real properties are iltiquid investments We maybe unabte to adjust our portfolio in response to changes in economic or other cosdilions In addition the real estate market is

affected by many factors such as general economic conditions avaitobitity of financing interest rates and other factors including supply and demand that are beyond our control We
cannot predict whether we will be abte to sell any real property for the price or on the teems set by as or whether any price or other terms offered by prospective purchaser woutd be
acceptable toss We cannot predict the length of time needed so find willing purchaser and to close the sale of neat property

Additionally we maybe required to expend funds to correct defects or to make improvements before property can be sold We cannot assure you that we wilt have funds
available to correct such defects or to make such improvements

In acquinag real property we may agree to restrictions that prohibit the sale of that real property for period of time or impose other restrictions such as limitation on the

amount of debt that can be placed or repaid on that reat property Alt these provisions woutd restrict our ability to sett property which could reduce the amount of cash available for

distribution to our stockholders

Our operating expenses may increase in thefuture and to the extent such increases cannot be passed onto tenants our cosh flow and our operating ren tilts would decrease

Operating espenses such as espeasm for fuel utilities labor and insurance are not fixed and may increase in the future There is no guaruotee that we witt be able to
pass

such
increases onto our tenants To the extent such increases cannot be passed onto tenants any such increase would cause out cash flow and our operating results to decrease

market downturn or risc in interest rates could adrcrsely impact occupancy rental rates and our ability to collect rentfrom our tenants

market downturn may significantly affect occupancy rental flies and our ability to cotton rent from our imaats For example market downturn or rise in interest rates could
make it mere difficult for site lease real properties may require us to lease the neat properties we acquire at lower rental rates and may lead to an increase in tenant defaults In addition
these conditions may also make it more difficult for usto dispose of these properties Each of these events could have material adverse impact on our cash flows operating results and

cut-tying value of investmest property

19



Filer Moody Notovol Foes Typo It-K teiad 12131112 Jab hanker qI3-t0400 Rev -NOT DEFINED- Saqoanoa 23

Submission Dnuonont Nomo mert-t0k23112.hbn Saved Fisted 3/2512013 461136

S3llfrqnality Descdptios Ansnat Report -NOT DEFINED- Created using EDfldilizorAgont

In cases in which one of oar ccnants is rcqoiredtopay rent based on apcrccntagc of the tenants incomefrom its operations at the real property the actaai rental income we

receive andersach tease maybe inadeqoate to corcr the operatiog expenses associated with the real property

Loose paynseots doe under leases for retail properties moy be bosrd in poet an the income of the retoit tenant In sorb cases where the tenant iv rcqaircd to
pay

rcst bssed any

percentage of the tenants income from its opmations at the real proprrty the autsal rental income we receive coder sorb lease maybe inadequate to rover the operating esproses

ossociuted with the root property if tenants income is substantially tower than projected In ssch case we may not have access to foods required ia the fltttsrr to
pay

the operating

espeosm associated with the rent property

Real property that incors vacancy coold be dofjtcah to seit or re-tease

Soot property may incar vacancy either by the continsed default of tenant under irs lrosr or the rspirstian of one of our leases Is oddities certain of the real properties we

acquire may hove some level of
vacancy at shr time of closing Crrtain other real properties maybe specifically snited to the particular needs of tenant and may become vacant

Therefore we may have dilficalty obtaiuiug new tenant for any vacant space we have in oar real penperties If the vacancy cantinaes for bog period of time we may suffer reduced

rovonsos resatting in tower cash distributions to stockhaldnrs In addition the resale value of the real property could be diminished brcausr the market valor may depend pnscipally

upon the valor of the leases of such real property

We are dependent on tenants for rerenne and oar inability to lease nor properties or to collect rentfrom oar tenants may adversely affrct oar revolts of operations and retarns to

oar storkhot ders

Certain of our properties maybe occupird by sisglr tenant As resolt the success of those properties will depend on the financial stability of single tenant Lease

payment defaults by such tenants could cause vs to redscr the amount of distributions to stockholders end could force us to find an alternative soarer of revenoe to pay any mortgage

loan os tho property Is the ovost of such tenant default we may also esperience delays in enforcing our rights as landlord and may incsr substantial costs in protecting oar

investment and re-lotting oar property tf tease is trrtssinatrd we maybe anabtr to lease the property far the rent previossly received or sell the property without iscorriug lass

We may not harefondingforfotore tenant improvements which may adreerely affect the valor of oar properties oar resolos of operations and retorns to nor stoctshnlders

When tenant atone of osr rral properties does sot renew its lease or otherwise vacates its space is our of oar buildings it is likely that to attract ann or more new tenants

we wilt be roqsirrd to ospend sabstantist fsnds to camtrsct now teoant improvements in the vacated space Weds not anticipate establishing grsnrnt working capital rrsrnve nut of

the proceeds from our contiosous public offering during she offering We do not carreotly have an identified flssding source to provide floods which may hr rrqairod in the fisture for

tenant improvrmrsts sod tenant rrfrtrbishmrnts to attract new tenants If we da not establish sufficient reserves for working capital or obtain adequate scented financing to supply

necessary funds for capital improvrmrnts or similar espouses we maybe required to defer sooosssty or desirable improvements to our rent propertien If we defer such impnavements

the applicable real propertirs may decline is vstse audit maybe more dilficalt for as to attract or retain tenants so such real penperlies or the aenount of rent we can charge at such real

properties may decrease We cannot assure yoa
that we will have

any sourcns of frmding available tam far repair or reconstrnction of damaged real property in the future

Long-term teases may net resafr in fair market tease rates over time therefore oar income and oar distrlbotions to oar stockholders co old be lower than if we did not enter into

long-term leases

Wv may ester into lsng-trnss bases with trnaots of certain afoot properties Our long-tens Imses would likely provide for rent to incream aver time However if we do not

accurately judge the potestial for ioccesses in market rental rates we may set the tetsos of these long-score leases as levels such that even after contractual eeutut increases the rest under

osr losg-term leases is less than thes-curreat macbet rootat rater Further we may have usability to trrtninato those leases or so adjast the rent to then-prevailing market rates Ass

result oar income and distributions to our stockholders could he lower than if we did not enter into long-term lemes
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Our real properties will be subject to property taxes that may increase in thtfutare which could adversely affect our cash flow

Oar rev peopeetieo are subject to real and persona property taxes that may iaerease at sax rates change and as the nest properties are assessed an etasamsed by taxing

aathenities We anticipate that certain of axe teases wi generatty provide that the prapeaty taxes or increases therein are changed ta the lessees as an expense related to the rca

peaperties that they accapy white other teases wit geaneatty provide that we are eanpassibte for such taxes tn any ease an the awnee of the peapeetios we are uttimatoty msponsibte for

payment of the taxes to the applicable gavemment aothaeitien If real property taxes increase one tenants maybe anable to make the eeqoired tax payments nltimately reqainiag ta

pay the taxes even if otherwise stated under the tenns of the tease If we fail to pay any saah taxes the applicable taxing aathority may ptace lies as the real property and the cent

property may be snbject to tax sale We will also generally be responsible for real property taxes related to any vacant space Additiosally some states may impose an entity level tax

directly as as Fan example we cevtd be subject to an entity level tax under omeadments to the margins tm in the state of Texas Sach as entity level tax cautd adversely affect ear cash

flew

Uninsured losses orpremiunasfor insurance eoeerage relating to real property may adversely affect your returns

There one types af lasses generally catastrophic in namrn sach as leases dan to wars acts of terrorism earthquakm floods hurricanes paltatian or environmental mattees

that are aninvarabte an not ecaaemieatty insumbte or maybe imuned subject to limitations saah as large deductibles arcs-payments Risks associated with potential acts afteerarism

coald sharply incecosa the premiums we poy far coverage against preparty and cassatty ctaims Additinsatly mortgage tenders sometimes reqairs camsnerciat property owners to

pxrchase specific coverage against tereanism nsa condition for providing mortgage toans These poticies may not be available at reanonabte cast if at alt which csstd inhibit oar

ability so finance ar refinance oar real properties tn such instances we maybe reqsimd to provide other financial support either throagh financial assurances or setf-insseasce ta

cavee potesttsl lasses Changes is the cass ae availability of insumnce coald expose us to uninsueed cassautty losses tn the eveni that any of oar real penpenlies incurs casaalty toss

which is net fatly covered by insarancc the valor of axe assets wilt be eedsced by any
snch aninsnerd lass In addition we eannnt assare yan that flssding wilt be available toss far

repair an nocanstractian of damaged rest peoperty in the flstsre

We compete with numerorrs other parties or entities for veal estate assets and tenants and may not compete successfully

We wilt
compete with namerans other persons an entities seeking to bay rant estate assets onto attract tenants ts real properties we acquire These persons or entities may

have greater espeniesce and financial strength than as There is no assueancr that we wit be abte to acquire rent estate assets or attract tenants en favorable teens if at alt Foe example

our competitors may ho willing to offer
space at rents rates below our rates cassisg us to lose existing or potential tenants and prrssnrisg ss to redone our rental rates to retain existing

tenants or casvrsae now tenants to tease space stove properties Each of these factam coald advoesety affect oar results of operations flnaseiat condition votsc of our investments

and obitity to pay distnibstioss to yna

Our ability to make distributions to our stockholders will depend upon the ability of hotel
managers

to operate our hotels effectively

We esermstly awn the Woodlands property which isa hatot property and 74.5% joins vrntsre interest in the Hyatt Place note which is srcaned by hate property and we

expect so rsvcst portion of rho pracords from oar contisuoss pabtie offering in nddhiasat hate properties and hose rotated invesanenes To qsatify as REtT we cannot operate any

hate or directly pansinipato in she decisions affecting she daily operations of any hate Oar third-party hots manager fan the Woodlands property and for any ashen hotel properties we

acqaire wilt have direct caxsrsl af the daily operations of ann hotels We will ass have the authority to directty control any partientar aspect of the daily operations e.g sexing room

nates of she Waadtands property or any other hotel that we acqaiee an interest in Thas even if we believe that hotel is being operated inns inefficient or less thas optimal mnnner

we wilt nat be able so rcqaire change to the method of its aperatian Oar anty alternative fan changing the apeentian of hate wit beta reptace the third-party manager in the situation

whrre the applicable hotel managrmost agreement pcrmits us to do so

Oar ability to make distributions so stockholders wilt be impacted by the performance of our third-party bate masagem in generating saffinient revenues from our hotels in

excess of operating expenses The hotel managers will be affected by factors beyond their contra sach as changes is the level of demand far rooms and related services of the hotels

their ability to maixtain and increase grass nevesues and operating margins at the hotels and ether factors Therefore any operating diffscaltim or athee factors affecting the hate

maoagcm ability so maintain and rncorase grass rovenses and operating margins at oar hotels could siypsifieassly adversely affect our finanniat condition and results of operations
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The recent market darrntarn has adversely affected the hospitality industry and may affect hotel operations far the hotels we acqaire

As pant of the effects of the receat market dowatarn the hospitality induslsy has etsperienced sigaiflcaat decline in business cansed by redactioa in toavel for bath bosiness

and pleasune Consistent wish the nest of the hospitality indastry the Woodlands property and any other hotels that we acqaire may espenience decliaes ia accapancy
and

average

daily rates due so decline in teavel In addition isis possible that these thctaes could have material adverse effect on the value of she Woodlands property and any other hotels that we

acquire

Competition in the hospitality industry and with thirdparties in acquiringproperties may reduce oar profitability and the return on your inneotment

The hospitality indostty is generally characterized as being inteosely competitive Any hotel in which we invest will compete
with osistiag and new hotels ia their geographic

markets inclading with independeat hotels hotels which are pant of local an regional chains and hotels in other well-known national chains inclading those offering different types of

accommodations and services For esample the Woodlands property faces competition from other comparable hotel properties located in and around the Woodlands propertys

Woodlands Tesm submanhet including Residence Inn The Woodlauds/Sis Pines Residence Inn The Woodlands/Lake Front Circle Drury Inn Suites and Tnwnplace Saites

rach of which are hotel properties located within one mile of the Woodlands property The principal competitive factors that will affect the hotel properties in which we seek to invest

include bat are not limited to brand recognition location range of services and guest amenities and the quality and price of the hotel rooms and servicm provided Any one of the

foregoing could impact our profitability and ability to pay distributions

If we decide so invest in additional hotel properties we enpert to fore significant competition for nm-active hotel inveslmeet epparlunities from atber major real estate inveolnes

with significant capital including both poblicly Boded REITs and private imrirational investtssent thuds Because of competition from other well-cupstalseed real estate tnvrstom we can

provide no assurance that we will be able to acquire desired hotel properties Wltere it is possible to acquire desired hotel properties we can provide no assurance that we will be able to

do 0000 favorable tertns or that sach properties will meet our return rspectatiom or eunforto to our investment criteria The competition to acqoire attractive hotel investrttent

opportunities could have an adverse effect on our financial condition and ability so pay distributiam

If we do not successfully attract and reaainfranchiseflaguhipofor hotel properties oar business wilt suffer and this result will reduce the value ofyour inrestmenL

Generally we most attract and retain well-known hospitality franchises for any hotels we may choose to acquire to make these investments profilable Certain hospitality

franchises including limited-service hotels impose radius restrictions that limit the number of their hotels allowed within certuin distance of one another Hospitality franchises also

generally require that design and quality standurds be met for guest room and common areas before huspilality franchise will
agree to pravide the franchise agreement to operate

property Compliance with these brand standards may impose significant costs upon us If we are not able to attract and rerain franchise flagships far our hotel properties because of

location restrictiom the high cost of complying with design and quality standards or any other reason our business will suffer and this result will reduce the value of your investment

The hospitality industry is subject to unique unforeseeable rishs that may negatively impact our business and the value ofyour investment

The hospitality industry is subject so unique unforeserable risks such as nuraral disasters pandemics and threats of pandemics acts of semor and other catustrophes We

have no control over events of this type and they could have substantial impact vu the hospitality industry and our bnsiness if we deride to invest in additional hotel properties

Because we are uuublo so control the timing duration or magnitude of these unforeseen events the negative impact upon one business could be great
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To the extent we in vest in maltifamily properties oar ability to make dintribtrtionn to our stockholders may be adnervely affected by short-term leases that expose us to the effects

of declining market rent

Wn may invest portion of/bc procoods from oar continuous pub/ic offering in multifamily proportion We cnpcc/ that sabstonriatty alt of our banns for such poopcnlies would

ho for a/coon of one year oo less Bocause those leases geucoalty woold poomit rho rosidonts to /oavo at rho end of/bc lease acorns mi/host peualry Our rooral reveoaes could he rmpae/od

by dec/inns iu macbet mu/s more quickly thou for longer-teem louses which in turn coo/d affect oar ability to ma/so dis/oibu/iorss to one s/ockholdees

Competition dae to overbuilding of moltrfamity properties may reduce ocr profitability and the retarn on your investment

The mu/tifamily property industry is big/sty competitive We compote with
many

other en/i/ins ia/bc ms/tifomi/y property industry including individua/s corpooa/ions bank

aud inuuoonco company iovesrnueul accounts o/hee REITs real cs/u/c limited puesneoships and n/hoe ontilies cogaged in real es/a/c isvestrnsernt activitios Because of/he/argo nambee

of competitors in this industry overbuildiug of apartment communities may occue If so this wi/I increase the osmber of aparanneut ansi/s available and may docecase occopancy asd

apar/meol resta/ rn/es To rho cores/we irsves/ in ms/tifami/y proper/icr /hiv competition could reduce occnpaacy levels and eevenues at our apae/mesr communi/ies which would

adversely affect our operations

To the extent we invent in retailproperties oar performance will be linked to the market for retail space generally

The morhet for re/ail
space

has bees and coold be adversely affected by weaknesses in the national regionol and local economies the adverse financial condi/ion of some large

retailing companies rho ongoing conso/ida/ion in the retail secior encess amoun/v of re/ai/ space in number of markets and compe/i/ion for /ernanls with o/hee shopping cenlers in oor

mar/se/s Relailem at oae properties wi/I face con/iaued comperirion from discount or value mtailers factory outlet centers who/nsa/c clubs mail oeder catalogues and operntors

television shopping networks aed shopping via the lu/reset Such competition could advemely affect oue tenants and consequently oae ervenues and bands available for distribution

Market downturns may lead to decreased consamer spending which mayhare an adverse affect on tenanm of oar retail properties

The eeceo/ maeke/ down/sen has led /0 decreased consumer spending macher downturn conld adversely affect our retail inves/mes/s because osc income from soc/s

loves/mon/s maybe derived from lease paymrn/v by /0000/s whose businesses depeud on consumer spending In addition our ability to increase our revenues and opera/iog income

may depend on steady grow/h of demand for the products and services offered by/he stores and companies located in rho retail properties we own drop in drmand for any reason

could rosu/t is reduction in tenant performance and consequent/y advcrso/y offoct us

Actions ofjoint venture partners could negatively impact oar performance

We
moy

enter in/o joio/ ventures wi/b /hied parties including wi/h entities Ihat ore affiliarrd wi/h our advisor For enomple we own oar in/event in/he Hyatt Place no/c rhmugh

ajoio/ von/urn be/woos who/ly owncd sabsidiary of oar oporuting partnership and ao affrliaeed entity control/rd by Brett Moody our Chairman and Chief Esecurive Officer We

may olso purchase and dove/op proportion injoint ventuoos or in paoroorships co-tenancies ar other co-ownership arvangomoa/s wi/h rho setters of/he properties affiliates of the

se//eon developers or other persons Sach investmeu/s may involve risks not otherwise present with drmct rnves/ment in real estate oncludang for enample

the possibility that our venture partner or co-/enan/ in an investment might become banhrnp/

rhat the yen/are partser or en-rosuor may at ony
rime hove economic or businoss ioreresrs or goa/s which are or which become iuconsisren/ wi/h oar business interests

or goals

that snch venture partner oe co-/ooan/ moy be ioa pool/inn to robe ac/ion cou/eary /0 one instructions or requos/s or contrary to our policics on vbjccrives

/ho possibility/hot we way incur liabili/ics usa oeva/t of an action taken by such von/sec partner

/ha/ dispores between on and venruro par/aer may rovn/t in liriga/ioo or arbitra/ioa thor wou/d iscrease our espeoses and provost our ofi/ceos and dorec/ors from

focusing their /ime and effort on our business
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the pottibilily that if we have eight of flrat refatal orbay/aell tight to hay oat eo-veoturee co-owner ye poeloer we maybe ratable to finance aoch bay-vat if it

becomet exereiaable or we maybe required to poechave aaeh intereat at time when it woald vol otherwiae be ie our heat ietereat to data or

the poatibility that we may not be able to tell oar intereat ie the jo/at veotore ifwe detire to exit the joint veotore

Ueder eertoiajoiot veotoee oeraegeroeott neither veotore partner may have the
power

to central the veotore aad an impaaae coald be reached which might have negative

ieflaroee 00 the joint veetore oad deceeoae potential retoroa to yea lx oddilioo to the exteot that oar veatore partner or co-tenont it ao affiliate of oar adviaor ceetain coaflicta of

ioteeeat will exiat

Cotta of complying with goreremental Iowa and regelationa related to environmental protection and hamae health and nafety may be high

All real property ioveatmeota and the operotiona coodacted in coonection with anch inveatmeota are aobject to fedeml atole ood local Iowa and regalationa relotiog to

eoviroomeotol protectioo and laomon health aod tofety Some of theae Iowa aod regalotiooo moy impoae joint ood neveral liability on coatomera ownera or operotora for the cotta to

ieveatigote oe remediote cootomiooted propertien regoedleaa of foalt or whether the 00/2 coaaiag the cootomioutioe meet legal

Under variooa fedeml atate aod local environmeetol Iowa carrent orpreviooa oweer or oprrator of real property maybe liable far the coat of removing or romediatiog

hazardooa or toxic tabatancta 00 aoch real property Sach Iowa often impoar liability whether or oat the owner or oprmtor horw of orwoa reapooaiblo for the pretence of aoch

laaaardooa or toxic aobatoncea In odditioo the yreaeocr ofhooordooa oobatoocct ot the fuilore to properly romodiote theoc aubaltncca may odveroely affect oar ability to tell reel or

pledge aoch real property at collateral for fiature borrowinga Eovimmtteotol Iowa alto may impoae reotrictiona on the m00000 in which real property may heated or baaineaaea maybe

operated Some of thene Iowa ond regolotiona hove been amended to oa to require compliance with new or more atringent atondoeda at of famrt dotea Compliance with aew or mart

attingtnt Iowa or mgtalatiom or aleictor interpretation of oxiating Iowa may rtqairt at to incur material expendilarm Potum Iowa ordinoncer or regalaliona may impoat matcriol

environmental liability Additionally oar tenauta operationa the eniating condition of land whcan we buy it operationa ie the vicinity of oar real perpertien anch at the pretence of

ondrrgeoand ntoragr lanka or acaivitien ofaeretated third portion may affort oar real propeetion There art alto varioaa local ntotr and foderol flea health life-nafety and aimilor

regalationt with which we moy be rrqaired to comply aed which moy aabject an to liability in the form of flora or damagea for noncompliance to connection with the ncqaioitioo and

owneonhip of voice at proportim we may hr eapoaed to auth roata in connection with tack rrgolatiooa The coal of defending agoanat enviranmeotol cluima of any damager or fleet we

moat pay of compliance with teviroomental regalatory rrqairrmenta or of mmedioting any
contamieatod real property coald materially aod odveratly affert oar hminran lower the

valat of oar annean or renolta of operationa and conaeqoontly lower the amoaatn avoilnble for diatrihation to yoa

The cotta aaaociated with complying with the Americana with Diaabititiea Art may redace the amorant ofcaah available for diatribetion to oar atockholdera

Inveatment in real peopertim may alto ho mbject to the Americaer with Dinobilitier Act of 1990 on amended or the ADA Under the ADA alt ploem of pablic accarnaoodation

ore erqaired to comply with federal reqaimereota related to accean uod one by dinobted perxona The ADA han nepamte compliance reqairementa for pablic accommoduliova and

commercial focilitien that generally require that haildingn and aeraicen be made acceanible and available to people with diaabilitica With renpect to the propertiea we ncqairr the

ADAa roqaieomoota oaatd reqairc at to remove accent hoeeieea and could eemlt in Iho impoaitioo of injanrtive relief monrlary penalora or in tome canon an award of domugea We

cannot oaauee you
that we will he able to ucqaice perpertiet which comply with Ihe ADA or allocate the ceapoeribility foe compliance with the ADA to another third party nach at the

teller or the tenant of the property Any monica we ate to comply with the ADA will redact the amoant of roth ovoiluble far diatribotian to oar atocltholdera

Reatproperty inrenamentn made oataide ofthe United Statea will beaebjert to rarrency rate enpoaare and rinloo anaociated with the ancertainty offoreign Iowa and marlceta

We moy acqaiee peopertien in Canada to the extent that oppoetoxitita taint that may help an meet oar inveatment objectivea lolemational inoeotmentt and aperationa geoernlly

are nabject to vaeioan political and other riaha that ore different from and in addhion to lhoao for U.S invealmenta and operationa To the macat that we invent in erol property located

oataide of the United Statea in addition to riaha inherent in the inveatment in real enaote genorully diaranned in thin Aonaal Report we will alto be nabjoct to flormoaiooa in foreigo

carreocy exchange eaten and the ancertointy of foreign Iowa ood macheat including bat not limited to anenpected choogea in regolatory requirementa nach on the enactment of Iowa

prohibiting or eratricting the foreign owaerahip of property political und economic inatobility in ccrtain geographic Ircotiona difficaltira in managing international operationa

potentially adverne tax cooaeqaencea Iowa reatricting an from removing profito tamed from ocaivirier within the coontay to the United Slatea inclading the payment of diatribotiana

oddirionul accoanaing and control expeonm and the adminiatrative harden onnocioted with complying with wide variety of foreign Iowa Choogea in foreign carrency exchange ratea

may adveroely impact the fair volaea and torn/vga atreoma of ear international hold/vga and thua the retarna on oar non-dollar denominated inveatmenta Althoagh we may hedge our

foreign ranenry rink nabjeca to the REIT income qaaliflcation team we may oot be able to do no naccenafully and may incar loanea on theae inveatmenta at renalt of eachooge rate

flortaut/ona
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Risks Asseciated with Real Estate Securities and Debt-Related Investments

Continued disruptions in thefinancial markets and deteriorating economic conditions could adversely impact the commercial mortgage market as well as the market for debt-

related inrestments generally which could hinder our ability to implement our business strategy and generate retu mn far our stockholders

As part of oar investment strategy we intend to acquire poetfotio of teat estate-related loans reat estate-retared debt securities and other teat estate-retated investments The

returns available to investoes on these investments are determined by the sapply and demand for such investments and the existence of market for sach investments which

includes the ability lv sett or finance sock investments During periods ofvotarility the number of investoes participating in the market may change alas acceteraled
pace

Au liquidity

or demand increases the returns avaitabte to iavestors wilt deceease Conversely tack of liquidity wilt cause the returns avaitable to investors to increase Recently concerns

pertaining lathe deterioration of credit in the residential mortgage market have espanded to utmost att aneas of she debt capital markets including corporate bonds asset-backed

securities and commeeciat real estate mortgages and loans Continued or future instability may interfere with ihe successful implementation of oar boniness steategy

The recent market downturn could negatively impact borronersability to pay principal and interest payments on mortgage loans we own

The recent market downturn in addition to other ave-economic factors such as an escess supply of peoperties has had material negative impact on the valaes of commercial

coal estate Doe to declining real estate values borrowers may be tess abte to
pay principal and interest on oar leans especially if the real estate economy weakens Farther declining

real estate values significantly inceease the likelihood that we wilt incur tosses an our loans in the event of default because the value of our cotlaterat may be insufficient to cover our

cost on the loan Any sustained period of increased payment detinquencies forectosares or tosses could adversely affect both oar net interest income from loans in oar portfolio as welt

as ear ability ro sell loans which would significantly barns our revenues results of operations financial condition business prospects and oar ability to make distributions to you

Our mortgage loans may be affrctedby unfavorable i-eat estate market conditions which could decrease the valise of those loans and the return onyosur investment

We arc at risk of defaults by the borrowers on ear mortgage loans These defaults maybe caused by many conditions beyond our control including interest rate levels and

local and other economic conditions affecting real estate values We wilt nut know whether the values of the properties securing our mortgage leans will remain at the levels existing on

the dates of ongination of these mortgage loans If the values of the underlying properties drop oarrisk will increase because of the lower value of the security associated with such

loans

To the extent we make or invent in mortgage loans our mortgage loans will be subject to interest rate fluctuations that could reduce our returns an compared to market interest

rates and reduce the valise of the mortgage loans in the eeent we setl them accordingly the valise ofyour investment wo aId be subject to fluctuations in interest rates

To the extent we invest in fixed-rate long-term mortgage loans and market interest rates rise the mortgage loans coold yield return that is lower than then-current market

rates which would lower the proceeds we would mceive in the event we sell such assets If maeket intrmst eaten decrease we will be adversely affected to the exteet that mortgage

loans are prepaid because we may not be able to make new loam alike higher interest rate To the extent we invest in variable-rote teans and interest rates decrease oar revenues will

also decrease Finally to ike osteni we invest in variable-rate laaos and inieresi rates increase the value of the loans we own at such time would decrease which would lower the

proceeds we would receive in the event we sell such assets For these reasons if we invest in mortgage loans our returns on those teens and the value of your investment wilt be

subject to fluctuations in market interest eases Our mortgage loan investment the Hyatt Place note accrues interest at variable rate
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The CMRS and CfJOs in which we may incest are subject le several types of risks

Cemmeecial moetgnge-baclced securities yr CMBS are bonds which evidence interests in yr are secnted by single contmeucial mortgage lean ye pool of comereecinl

mortgage loans Collateralized debt obligatiens or CDOs are type of debt obligation that ore backed by cenoneecial real estate assets sach as CMBS commercial mortgage bass

noses or mezzanine
paper Accerdingly the mortgage backed secarities we may invest in are subject to all the risks of the andeelying mortgage loans

In rising interest rate environment the valor of CMBS and COOs maybe adversely affected when payments on onderlying mortgages do net occur as anticipated reselling

in the extension of the secnritys effective mateeisy and the related increase in interest rate seositivity of longer-term iostnsmrnt The valor of CMBS and COOs may also change doe

In shifts in she marhess percepsioo of issuers aod regolatoty or sas changes adversely affecting she mortgage secant/es markets as whole In addition CMBS and COOs are subject to

she credit risk associated with she perfortnancr of the undrrlying mortgage properties In certain instances third party guarantees or other fortes of credit snpport can redace the credit

risk

CMBS and CDOs arc also sabject so several risks creased throagh the secarisizalion process Sobordinase CMBS and CDOs ore paid interest anly to she extent that there are

fttnds available to make pnysssents To the extent the collateral pool includes large percentage of delinquent Inner three is risk that intreest paytnent on enbordinato CMBS and CDOs

will not hr lisIly paid Snbordinate srcoritirs of CMBS and COOs ore also sobject so grrasrr credit risk than those CMBS and COOs that am more highly rated

The meccanine leans in which we may inreot would inrolre greeter risks of ioss than senior loans secured by income-producing reaiproperties

We may invest in mezzanine lanes that sake the form of subordinated loans secored by second mortgages on lhr nnderlying real property or loans scented by pledge of the

ownership interests of the entity owning the real property the entity that owns the interest in she entity awning the eeal propeety or other assets These sypm ef investments involve

higher degree of risk than long-teem senior mortgage lending secured by incamr-peadsscing coal property bccanse she investment may become ansecured as resale of foreclosure by

she senior lender In the evrnt of bankraptcy of the entity providing the pledge of its ownership interests as security we may not have fall reconrse te the assets of such entity or the

assess of the entity may not be uaffscient so satis oar mezzanine loan If boerower defaults on oar mezzanine loan or debt senior to one lnnn or in the event of borrower bankruptcy

oar mezzanine loan will be satisfted only after the senior debt As result we may not ercover some or all of oar investerens In addition mezzanine loans may have higher loan-to-valor

resins than conventional mortgage Inons resulting in less equity in the real property end inerensing the risk of loss of principal

We may made inrestmener in non-f/S dollar denominatedsecurities which will he subject to currency rate exposure and risks associated with the uncertainty offoreign laws and

markets

Somr of one rent estate srcaritirs investments may be denominated in foreign currencies and therefore we espresso have carrency risk exposere to any tech foreign

carrencies change in foreign carrency exchange rates may have on adverse impact on resurtss on oar noe-U.S dollar denominated invesserents Although we may hedge oar foreign

canency risk subject so she RET ixcome qaaliftcasion tests we may not be able so do so successfttlly and may incar losses on these investments as result of exchange rate

fluctuations To she extent that we invest in non-U.S dollar denominated securities in addition to risks inherent in the investment in securities generally discassed in this Annual

Report we will also be subject to risks associated wish she ancersainty of foreign laws and markets including but not limited to unexpected changes in regulatory requiretttenss political

and economic instability in certain geographic lacatioes difficulties in managing inleenasional operations potentially adverse tax comeqaences additiounl accoansing and control

expenses and the administrative burden of complying with wide variety of foreign laws
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Risks Arseciated With Debt Financing

We have incurred and plan to incur in thefntsare mortgage indebtedness and other borrowings which may increase one basiness risks eoald hinder oar ability to make

distribatione and could decrease the valae ofyoar investment

We have moneyed and plan to incur in the Ilature financing that is secured by oar neat estate assets Under eec charter we have limitation on borrowing which precludes us

from borrowing in encess of 300% of the value of oar net assets Net assets for pueposes
of this calculation is defined so be oar total assets other than intangibles valued at cost

prior to deducting depreciation or other son-cash eeseevm less total liabitides Genemlly speaking the preceding calculation is enpecled to appronimate 75% of the aggregate cost of

our real estate assets before non-cash reserves and depreciation We may temporarily barrow in oscoso of these amounts if such escens is approved by mannty of the independent

directors and is disclosed so stockholders in oae sent qnaeterly report atoog with ajustification for such escess As of December 31 2012 am debt-tn-net-asset eatio did not enceed

300% In addition we may incur mortgage debt and pledge some or all of our real estate assets us security far that debt to ebtnin funds to acquire additionnl real estate assets or foe

workiog capital We may also boerow funds as necessaty or advisable to ensure we maiotain oor REIT tan qualification including the mquiremmt that we distribute at least 90% of ear

annaal tt.EIT tasable income to oar stockholders compated withoot regard to the distribution paid dedaction and encladiag net capital gains Fartheennore we may borrow if we

otherwise dorm it aecetsaty or advisable to ensure that we maintain em qualification as REIT for foderal income tan purposos

High debt levels will cause us to incur higher interest charges which woold resolt in higher debt service payments and coald be necompanied by restrictive covenants If there

isa shortfall between the cash flow from peoperty and the cash flow needed to service mortgage debt on that peoperty then the amomst available for distributions to stockholders may
be reduced In addition incurring mortgage debt increases the risk of loss since defaalts en iodebtedness secured by property may resalt in lenders initiating foreclosare actions In

that case we could lose the property securing the loan that isis defanlt thas reducing the value of year investment Par tan purposes foreclosure on any of oar propcrties wilt be

treated as sale of the property for purchase price equal to the outstanding balance of the debt seeurrd by the mortgage If the ontotanding balance of tho debt socured by the

mortgage enceeds our tan basin in the property we will recagnier tasable income on foreclosure hat we would not receive any cash proceeds If any mortgage contains cross

collateralieation or cross default previsions defaatt en single property coald affectmultiple properties If any of ourproperties am foreclosed opon due to defaah our ability to pay

cash distributioss to our stockholders will be adversely affected

Disruptions in thefinancial markers and deteriorating economic conditions could also adversely affect oar ability to secure deblfinancing on ateracliee terms and the values of

investments we make

The cspitnl ond credit markets have recently euperiesced enlmme volatility and disruption Liqaidity in the global credit market hm been severely cooteacted by these market

disruptions making it costly to obtain new tines of credit or refinance cuistiog debt We have and eupect in the future to continae to finance our investments in part with debt As

result of the recent turmoil io the credit markets we may sot be able to obtain debt fmancing on attracdve teems or at all As such we maybe forced to one grester proportion of our

offering proceeds to finance our acquisitions and originations redaciog the number of invmtments we wnald otherwise make If the debt market remains weak we may modi our

invostment stmtegy in order to optimieo am portfolio porforttsoace Der options would ieclndo limiting or eliminating the use of debt and focusing on those investments that do not

require tho ssc of leverage to meet oar portfolio goals

Instability in the debt markers may make it more dijficnltfor us to fiuan cc or refinance prapeclies which could reduce the number ofproperties we can acquire and the amoant of

cash distributions we can make to our stockholders

If mortgage debt is unavailable 00 reasonable teems as result of increased isterest rates or other factoes we may not be able to finance the initial purchase of properties In

addition if we ptace mortgage debt on properties we ran the risk of being unable to refinance such debt when the loans come due or ofboing unable to refinance on favorable torma If

interest rates ore higher whoa mc refinance debt our income could be reduced We maybe unable to refinance debt at appmpriete times which may require as to srtt properties os terms

that are not advuetageous to as or coeld resalt in the foreclosure of such properties If
any of these events occur oar cash flow would be redaced This in turn woald redsce cash

available for distribution to you and may binder oar ability to raise more capital by issaiog secarities or by borrowing more money

Increases in interest rates could increase the amount of oar debt payments aud negatively dmpact oar operating results

tstcrest we pay oo oar debt obligations will redace cash available for distribotions If we incur variable tate debt increases in interest rates would increase oar interest costs

which would reduce our cash flaws snd our ability to make distribstioss to
you

If we need to
repay esistiog debt during periods of rising interest rates we coald be required to tiqaidate

ooe or more of our iovesnvonts at times which may not permit realieation of the masimom rrtam on sach investments
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Lenders may re9nire no to enter into restrictive covenants relating to eer operations which coold limit our ability to make distributions to onr stockholders

When providing ftooociog slender moy impose restrictions on us that affect oor distributive and operating pslicies and our ability to incur additional debt Lass documents

we ester into may cots/sin eovenonts that limit our obility to further mortgages property discontinue insurance coverage or replace Moody National Advisor LLC as our odvisor In

addition lass docoments may limit our ability to replaces propertys property manager or terminate certaio operating or lease agrorments reluted too property These or other

limitations may sdvessoly affect oar ilosibilisy sod our ability to achieve oar isvesnornt objectives

Our drrtrattee financial instroments that we may use to hedge against interest ratrflaciuaiiens may not be successful in mitigating our risks associated with interest rates end

could reduce tIre overall reiarnn on your
investment

We may ose derivative financial ins/rammts so hedge espasares to changes in iolrrnst ra/rs on loans secured by oar real es/ste assets but no hedging strategy can protect us

completrly We cannot assure you that oar hedging strategy and she drriva/ivrs that wr use will adequately offset the risk of in/crest rate volatility or/hot our hedging /raosoctions will

00/ resall in losses In addtiioa the use of such ins/romeo/s may reduce the overall return on our investments These ins/romeo/s may also generate income that moy no/bc treated as

qualitying REIT income for purposes of the 73% or 93% SLIT i500mo trot

Federal Income Tan Riaka

Failure to qaalsfr asa liElTroald adversely affect our operations and oar ability to make distributions

We mode as election to be toned osaRElT for federal i000mo too parposcs comssscnciog with the/mob/n year ended December 312911 Our qualification ass REIT depmds on

ear satisfaction of numorous requirements some on an annual sod qsartcrly basis established under highly technicol and romples provisions of/be Internal Revenue Code for which

shme ara only limited jadicial or administrative inteepretatioss and involve the de/erminatioa of vasious factaal mauem and circumstances not entirely within our control The complcsity

of these provisions and of she applicable income/as regalations tha/ have bees promulgated under the loleraal Revenue Code is greater in the case of SLIT/bat holds i/s assets

through partnership as we do Moreover no asssraoce can be given that legislation new rcgolatioos admioistrstive interpretations or coart decisions will sot change the Ian laws

with respect to qualification ass SLIT or the federal income san consequences of/hot quolification

If we were to fail to quality ssa SLIT for any /moble year we woold be sobjro/ to federal income Ion on our smablc income at corpora/c rates In addition ifwe lose oar SLIT

s/seas we woold generally be disqoalified from Ireolmen/ ass for the four/usable yearn following the year in which we lose son SLIT status Losing oae SLIT status woald reduce

our net earnings available for investment sr distuibstion to stockholders because of the addi/ional ton liability In addition distributions to stockholders woold no longer be drductible

in compating our Imable income sod we woold no longer he mqsired to mohe distributions To the cs/eat that disleibutiom had been made in anticipation of our quolityiog ma SLIT

we might be reqoired to borrow funds or liquidate some invoalments to pay the applicable corporate income tan In addision al/hoagh we intend to operate isa manner intended/s

quality ass SLIT it is possible that future economic market legal tas or other considerations may casse oar board of diractoes to mcomooend that we revoke our SLIT elm/ion

We believe that oar oporatiug partnership will be treated for federal income/as pseposes as partnership and not as an association or ass pablicly traded partnership tosablo

ass corporation If the Internal Reveoae Service wem saccessfully to dc/ermine that oar operating partnership should properly be treated ass corporation our operating partnership

would he required to pay federal i000me sass/corporate rates so i/s no/income In addition we would fuil to qaalify osa SLIT with/ho resulting consequences described above

To quality an REIT we mast meet unnual distribution requirements which may result in us distributing amoants that may otherwise be usedfor our operations

To oh/sin the favorable/as treatment accorded to SLITs we normally will be required each year to distribute to our stockholders at leao 90% of oor real coo/c investment

income determined wi/bout regard/s the dividends paid deduction sod by esclsding net capital gains We will be sabjcc/ to federal income/sn on our ondis/riba/ed tauoble income and

00/ capital gain and/os 4% nondeductible escise tax on any
om000/ by which dis/rihu/inos we pay with respect/s any caleodor year are less than/ho sam of 95% of oar ordinary

income 95% of oar capital gain net income and 100% of oor ondistribstrd income from prior years These requirements could cause us/s distriba/e smoan/s /ba/ otherwise would

ho spent no inves/mests in real cs/ate assets sod it is possible that we might be reqairod to borrow funds or sell assets/s fusd these distributions Ifwe fund distributions throagh

borrowings them we will have/a repay debt using money we could have otherwise used to acquire properties rcaalting in our ownership of fewer root es/ate assets If we sell assn/s so

oso offering proceeds/s pay distribstions we also will have fewm invos/meo/s Fewer investments may impact our ability/s generate future cash flows from operations and therefore

reduce your
overall retura Al/hoagh we in/end /o make dis/ribosions saffscion/ ts meet the annual dioribution reqaieementu and/s avoid corpora/c i500me toss/ion on the earnings that

we distribute i/is possible that we might not always be able to do so
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Oar ownership af ear 1/iSv will be nabjeer to limitations and ear tra nsaetlonn with oar TR.Sv amid/cause nato be nabjectto 100% penalty tax an certain income or dedactlonn

those transactions are not condactedon arms-length terms

Overall fly mare than 25% of the valet of REITv assels may consist of vtvck or securities of one ormore TRSs In addition the Internal Revenne Code limits the dednctibility

of interest paid yr atoned by TRS to its parent REIT to annum that the PItS iv sabject Ivan appropriate lavot of corporate tanativa The Internal Revenue Code also imposes 106%

enema tan an certain teaesaetions brtwoen TRS and its parent REIT that are not condaotrd onan arms-length basis The 100% tan woald apply foe osample to the entrnt that we were

fonad to have charged onr TRS lessees rent in esoess of an anass longth rent We will monitor the va/ne of oar respective inveslmentn in oor TRSs foe the pnrpooe of enonring

compliance with TRS owneeship limitationt ond will strnctnre onr transactions with one TRSs on teems that we believe are nross-length to ovoid iocnering the 100% evcise tan described

above There can be no asnnrmce however that we will be able to comply with the 25% TRS limitation or to ovoid applicotiots of the 100% encise ton

If the leases of ear hotels to the 1115 lenneen are oat respected as trae leanen for federal income tax parponen we willfailta qaaltjjm an REIT

To qnality as REIT we most anonally satisfy two gross income tests ander which specified prrceatagrs of oar gross income mast be derived from certain 505rces sach as

rents from real pmperly Rents paid to oar operating partoership by TRS lessees personal to the lenses of oar hotels will constitute nnbstantinlly oIl of onr gross income In order for

snob rent to qnality on rents from real property for purposes of the gross income tests the lenses mnst be respected as tree Iranes for U.S federnl income tax parpoors and not be

treated as son/co contracts financing anangements joint vontnres or some other type of otrasgrmrnt If oar leasm are not mspootod as tone leases for U.S frdrml income tax

parposrs we wilt foil to qoatity as REIT

If any hotel managers that we may engage do not qnalify an aelig/ble independenl conirariors or oar hotels are not qaa/ifietd lodgingfac/lit/en awe elI/fail to qaalifr as

REIT

Root paid by lessee that is related party tenant of oars will not be qaalityiog income for parposes of the two gross income tests applicable to REITs An esception is

provided however for leases ofqsolifled lodging facilities to TRS so long as the hotels are managed by an oligiblo indepondent contractor and certain other requirements are

satisfied We esprct to Iraso altar sabstantially all of use hotels to TRS lessees which are disoegardrd sabsidiaries of corporations that ore intended to qaality as TRSs nod to engage

hotel maaagrrs that are intrndrd to qaality as eligible independent 000tmclors Among other rrqairrmrnts in order to qualify as an eligible independent contractor the hotel

manager most not own directly or thronglt its stockholders more than 35% of our oatrtanding stocb and no person or groap of persons can own more than 35% of oar ontstnnding

stock and tho stock or ownership interest of the hotel manoger taking into a0000nt certain ownership attribation rules The ownership attribntion rules that apply for parposos of

these 35% thresholds are complex and monitoring actual and constructive ownership of our stock by oar hotel managers and their owtsrrs may not be practical Accordingly there con

be no assm0000 that these ownership levels will not be exceedrd

Is addition for hotel management company to quality as an eligible independent contractor snch company or related person most ha activoly angagrd in the trade or

basinrss of operating qnalifled lodging facilities as defined below for one or more persons
not related to the SPIT or its TRSs al each time that saoh company enters into hotel

managrmrnt contract with TRS or its TRS lrssoe No assurances can be provided thor any hotel wanagrrs that wr may rngnge will in fact comply with this requirement in the fionra

Failaro to comply with this requirement woald require otto find otbrr managers for fataro coatracts and if wo hired management company withont knowlrdge of the faitnre it oontd

joopardizo oar s/otus ass REIT

Pisally each property with respect to which oar TRS lessees pay rest mast boo qualified lodging facility qnalifiad lodging facility inn hotel motel or other

cstnblishmrnt wore thus one-half of the dwelling nnits in which are osed on transirat basis inctading customary amenities and facilities provided that no wagoring activities aro

condaotrd at or/s connrction with sach facility by any poman who is eogagrd in tho basiness of accepring wagors and who rs togally aothonzod to engage rn sach bossrss at or In

connection with soch facility The SPIT provisions of thr tntrnmal Rovooao Codr provide only limited goidmrr for making detarnaiaalians aadm the reqairrments for qaaltfird lodging

faoililies and there can be so nssnraocr that these requirements will be satisfird
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Rechecectericatien of nale-leanebaek tranaaetionn mey cease u.s telese euritElTntatnn

We may purchase real peopenties and leaae them back to the sellers of such properties We eatanot guarantee that tbe Internal Revenue Service will ant challenge our

charactenieatioa of any sate-leaseback tnansactioas In tbe event that any sucb aate-leaacback tcanaactian is challenged and nechanacterized ate financing transaction on Ivan far federal

income tan
purposes

deductions far depreciation and cost
recaveny relating to tech property would he disallowed If sale-teaseback transaction were so nncharaclnniend we might fail

to satis the REIT qantifisatioa assnt tosts an the incvmn tests and comoqaeatty lose von I-flIT states nffnctive with the
yoan

of noshanactosization Atternasvcly the amount of

our ttEtT taoabte income could he recatcalated which might atso causn os to fail to moot the distoibotion ncqainement for taxabln y000

Yea may hane current tax liability an distributions if yen elect to ceinncnt in shares ef our common stock

If you participate in oar distribution reinves500nt plan you witl be deemed to have received cash distribution equal lv the fair manknt value of the stash nocoivod punsuant to

the plan Poe Eednrat income tan purposes you wilt bn laced on this amoant in the same manner as if yon have nncnivnd cash namely to the ostont that we have connect or accumatated

earnings and pnofits you wilt have ondisary tasabtn income As remIt unless yoa area tav-nsempt entity you may have to use foods from other sooscos to pay yoon sac liability on the

value of the common clock ncceivcd

Sales of our properties at gains are petenlially subject to the prohibited transaction tax which could reduce the return on your
innestment

Oar ability to dispose of pnoperty during the first few years following acquisition is reslnicted lou substantial enseno as msah of oan REIT states Under applicable provisions

of the Iotemal Rnvnnoe Code regarding prohibited transactions by REITs we will be mbjncl to tDO% tao an any gain realized on the saloon other disposition of any peopeety other

than fornclosune pnopeoty we own directly on lhnangh any sabsidiasy entity including our operating partnership bat eccluding am taaabte REIT sabsidiatins that is deemed In be

inventory or property hold primarily for sale to customers in the ordinasy c000sn of trade on business Whether property is inventory on otherwise hold primarily for sate to castomens in

she acdisany coonse of trade on business depends on the particolan facts and circumstances snarroanding each property We intend to avoid the 100% prohibited transaction tan by

conducting activities that may otherwise ho considered prohibited tnansacti005 through tenable REIT subsidiary conducting our operations in sach manner so that no sate or

other disposition of an asset we own directly on through any sabsidiasy other than tasablr REIT subsidiary will be treated as prohibited transaction 003 sanaclssring certain

dispositions of oue properties to comply with certain safe harbors available under the Internal Revenue Code for preperties held at least two years However no assonance can be given

that any particular property will not ho treated as inventory or property held primarily fon sale to customers in the ordinary coarse of trade or bosiness

In certain circumstances we may be subject tofrderal and state taxes as ItEJT which would ceduce our cash anailublefor distribution to you

Even if we maintaio 000 stabs as REIT we maybe subject to federal and state tacos Pon roamplo net income from prohibited transaction will be subject to 150% tan We

may not be able to make sufficient distributions to ovoid rocise tacos applicable to REITs We may also decide to retain income we earn from tho sale on other disposition of oar real

estate assets and pay income las directly on soch income We may also be subject to state and local tacos on our income or pnoperty either directly or at the level of the companies

through which wr indirectly own our assots In addition oar TRSs will be ssbject to federal income tao and applicable state and local tacos on thoir net income Any federal or stale

laces we pay
will reduce oor cash available for distribution to you

Distributions to tccc-exempi investors may be classified an unrelated business taxable in coma

Nnithrn ordinary non capital gaia distnibotions with rospoct to our common stock non gain from the sale of common stock shoald goncrally constitrto aonotascd bnsiorss tacablo

income too tas-esrmpt investor However them are certain ecceplioas so Ibis rule to pocticular

part of thr iocomr ood gain recognized by certain qualified employee pension tnnstr with respect to oar cnsossson stock may hr tncatrd as anrelosod bcsiscss tacablo

income if shares of our common stock arc predominately held by qoalified employer pension trusts and moore neqaired to rely on sprcial look-through ralo for

purposes of meeting one of the REIT share omoership tests and we ann not oprnatrd in mannon to avoid treataneat of sach income or gain as osretated business

taoabln incomr
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part of the income and gain recognized by tax exempt investor with respect to our cortneon sleek would constitute unrelated business taxable income if the investur

ivcvrv debt to acquire the common stock and

parr ye att of the income or gain recognized with respect to our cnmnsen stock by sociat clubs volnataty employee beaeflt associations supplemental noemploymenr

benefit teasts and qaatified group legal services ptans which are enempt from federal income taxation under Sections 50tc7 17 or 29 of rho tnt-mat Revenue

Cede maybe treated us unrelated basiness taxable income

Complying with the RElTrequirementu maycause us to forego otherwise attractive opportunities

To quulrfy as REIT for federal income tan purposes we must continually satisfy tests concerning among other things the sources of oar income the nat-re and

drvrrstficauon of our assets the amoants we distribute to our stockholders and the ownership of shares of our common stack We may be required to make distributions to

stockholders at dtsadvuatugeous times or when we donor have finds readily available fur distribution Thus compliance with the RET requirements mayhinder our ability to operate

solely an the basis of monimizing profit-

Complying with the RElTrequirementn mayforee us to liquidate otherwise unracoiee investments

To quolify nsa REIT we must ensure that at the end of each calendar quarree at least 75% of tbe value of our asset- consists of cash cash items goveennaral securities and

qualified real estate assets including shares of stock in olhm REITs ceotaio mortgage loans and mortgage backed securities The remainder of our investment in securities other than

governmental secuelties and qoalified real estate asset- generally cannot include more than 10.0% of the outstanding voting securities of
nay one issuer or more than 10.0% afthe total

value of the outstanding secunties of uny one issuer In addition in general no more than 5.0% of the value of our asset- other than government securities end quulified real estate

assets can consist of the securities of any one issuer and no more than 20.0% of the value of our total securities can be represmted by securities of one or more taxable RET
sabsidranes If we fail to comply with tkeuo requirements at the end of

any
calendar quarter we mmt correct sack failure within 30 days after the end of the calendar quarter to avoid

losing our REIT stat-s ond suffering adverse t-x consequences As resalt we may be required to liquidate otherwise aOractive investments

Liquidation of msets mayjeopardize our REIT status

To quultfy usa REIT we must comply with requirements regarding oar assets and our sources of income If we are compelled to liquidate oar investments to satisfy our

obligations to our leaders we may be onnbte to comply with these requirements ultimately jeopardizing our stat-s usa REIT or we may be subject so 10fi% tan on any msaltant gain if

we sell assets that ore treated as dealee property or inventory

Legislative or regulaeory action could adversely affect inventors

Is roceot yeam numerous legislative jadiciut and administrative changes have been made to the federal income tan laws applicable to REITs Additional changes to tax laws aoe

likely to continue to occm in the futaro and we cannot assure you that any such changes will not adversely affect the tanation of stockholder Any such changes could have an

adverse effect on an investment in shores of our cotnanon stock We urge you to consult with your own tao advisor with respect to the status of legislative regulatory or administrative

developments and proposals and their potential effect on an investment in shares of oar common stack

The fact are of mezzanine loan to quatjfr usa real estate asset coutd adrernely affect our ability to qualify usa REIT

We may acquire mezzanine loans If mezzanine loan satisfies an Internal Revenue Service safe harbor it will be treated as rent estate asset for
parposes

of the REtT asset

tests and interost derived fram the mezzanine loan will be treated us qualifying mortgage interest for
purposes

of the REIT 75% gross income test Although the Revenue Procedure

prevides safe harbor on which taxpayers may rely it does not preacribe rates of substantive tax law We islend to make invesnsseots in loans that camply with the vurioos

rrqutremeors applicable to our qualification as REIT We may however ocqoire mezzusine loans that do not meet all of the requirements of this safe harbor In the event we own
mezzanine loan that does not meet the safe harbor the Internal Revenue Service could challenge such loans treatment usa real estate asset for purposes of the REIT asset tests and

could chultoogo treatment of interest on such loan us qualifying income foe purposes of the 75% gross income test and if suck chulleoge were sustained we could fail to qualify usa

REIT
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The use of TRS lessees will increase our overall tax liability

Our TRS lessees and
any

other of our domestic taxable REIT subsidiaries will be subject to federal and state income tax on their taxable income which in the case of our IRS

lessees may consist of revenues from hotel properties teased by our IRS lessees art of the operating expenses for such properties and rent payments to us Accordingly although our

ownership of TRS lessees allows us to participate in the operatiag income from aay hotel properties that maybe acquired in addition to receiving rent that operating income is fully

subject to income tax Such taxes could be substantial The after-tax net income of our TRS lessees or other taxable REIT subsidiaries would be available for distribation to us

Non U.S ineeslors may be subject to U.S.frderal income faxes on the sale of shares of our common stock if we are enable to quaIl/jr as domestically controlled MElT

Anon-U.S
person disposing of U.S real property interest including shares of U.S corporatioa whose assets consist principally of U.S real property interests is generally

subject to U.S federat income tax on the gain recognized on sach disposition non-U.S stockholder generally would not be sabjece to U.S federal income tax however on gain from

the disposition of stock isa REIT if the REIT is domestically controlled REIT domestically controlled REIT is REIT in which at all timm during specified testing period less

than 50% in value of its shares is held directly or indirectly by non-U.S holders We cannot assure you that we will qualify as domestically controlled REIT If we were to fail to so

qualify gain realized by noa-U.S investor on sale of our catmnon stock would be subject to U.S federal income lax unless our common stock was traded on an established secarities

market and the non-U.S investor did not at any time during specified testing period directly or indirectly own more than 5.0% of the value of our outstanding conunan stock

If we were considered to actually or constructively pay preferential dividend to certain of oar stockholders our status usa REiTcould be adversely affeclett

In order to qualify usa EDIT we most distribute to our stockholders at least 90% of our annual EDIT taxable iacome excluding net capital gain determined without regard to

the deduction for dividends paid tn order for distributions to be counted as satisfying the annual distribution requirements for REITs and to provide us with EDIT-level tan

deduction the distributions most not be preferential dividends dividend is nato preferential dividend if the distribution is pro rata among all outstanding shares of stock within

particular class and in accordance with the preferences among different classes of stock as see forth in oar organizational documents If the IRS were to take the position that we paid

preferential dividend we maybe deemed to have faited the 90% distribution test and our status as EDIT could be terminated if we were unable to core such failure

Retirement Pan Risks

There are special considerations for pension orprojit-sharing or 401 plans health or welfare plans or individual retirement accounts whose assets are being inrestedtn our

common stock due to requirements under the Employee Retirement Income Security Act of1974 as amended ER ISA and the Internal Revenue Cede of 1986 as amended

Internal Rerenue Code Furthermore apernon acting on beha if of plan not subject en ERISA may be subject to similar pena Ities under appltcableftderal state local or

non-U.S law by reason efpurchaning our stock

If you are investing the assets of pension profit sharing or 40 1k plan health or welfare ptan or on IRA or other planar arrangement subject to ERJSA or Section 4975 of the

Internal Revenue Code in as you shoutd consider

whether your investment is consistent with the applicable provisions of ERISA and the Internal Revenue Code

whether year investment is mode in accerdasce with the documents and instruments governing your plan IRA or ether arrangement including the investment policy

whether year investment satisfies the prudence diversification and ether applicable fiduciary reqairemeuts in Section 404a of ERISA

whether your investment will impair the liquidity of the plan IRA or ether arrongemeut
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whethee year invettment will produce unrelated bnsinrnt taxeble iacame referred teas UBTI aed as defined in Sections 511 through 514 of the Internal Revenve Cede

to the plan and

your needle valve the assets of the plan vnnnnlly

You should consider whether year investment in as will tense some or all of one assets lobe considered assete of an employee benefit plen IRA or ether arrangement We do

not believe that under ERISA and US Department of Labor regulations currently in effect that our assets would be treated as plan attelt for purposes of ERISA However tf oar

asorts mere considered to be plan assets transactions involving oar assets would be subject to ERISA and Secsen 4975 aftbe Internal Revenue Code and tome of the trnnsaetscm we

have entered into with our adviser and its affiliates could be considered prohibited transactions under ED-ISA or the Internal Revenue Code If such trnnsaetions were conssdered

prohibited transactions cur advisor and its affiliates could be subject to liabilities and encise lance or penolties In addition one officers and dtreclors Moody National Advisers

LLC und its affiliates could be deemed lobe fiduciaries under ERISA subject to other conditions restrictions and prohibitions under Part of Title of ERISA and those serving as

fiduciories of pleas investing in us maybe considered so have improperly delegated fiduciary duties tons Additionally other transactions with partios-rn-interest or disqualified

persons
with respect sean investing plan might be prohibited under ERISA the Intrmat Rrveaun Cede or other governing authority in the case of government plan Therefore we

would be operating under burdensome regulatory regime that could limiter ecstrict investments we can mahr or our management of our mal estate assets Even if ear easels are not

considered lobe plan assets prohibited tmnsacsian could occur ifwe or any of our affiliates isv fiduciery withia the meanrog of ERISA wsth respect loan employee beaefit plan

purchosing shares and therefore in the event any sach persons are fiduciaries within the meaning of ERISA of your plan or IRA you should not purchase shares unless an

administrative or ssamtaty ruemption applies to your purchase

Peilure to sstis the fiduciary otnedards of couduct end other requiremmts of ERISA the Internal Revenne Code or other applscuble statutory or common law may result in

the imposition of civil and crimiaat if the violation was williSul praalsies and can subject the fiduciary so eqastable remedies In addison if an tnvestment so our common steeb

constitutes prohibited transaction under RRISA er the Internal Revenue Code the fiduciary shot authorized or directed the investment maybe subject to the imposition of enesse tunes

with
rmpect so the nmount invested Purthermore to the eutent that the meets of planar arrangement not sabject to the fiductuty provisions of ERISA for cuample governmental

plans non-electing church plans and foreign plans will hr used to purchase our stoch such plans should caasidec the impact of applicable frdernl state local ocean-U.S Iowan the

decision to mohc such purchase

ITEM 18 UnresedrcdSraffCemmenrs

We huve no unresolved staff comments

ITEM 21 Propereies

As of December 31 2012 we owned the Woodlands property For morn information on the Woodlands property see Item Business Investment PartfnltaWoadtands

Property

Our principal everotive affscm are tocated at 6363 Weodway Drive Suite 110 Houston Trues 77057 Our telephone aumber gearral facsimile number and wrbsrte address err

713 977-7500 7/3 977-7505 ned httn//www.moodynntiaealeeit.com respectively

ITEMS Legal Prnceedingn

from time to time we arc party to legal proceedings that arise in the ordinary coarse of our basiness Management is net aware of
any pendsog or contemplated legal

proceedings the outcome of which is or would br reasonably tihely to have material adverse effnet an our results of operations or financial condition

ITEM Mine Safety deinclaseres

Not applicable
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PART 11

ITEMS Market for Registrants Common Equity Related Shareholder Matters and Issuer Purchases of Equity Securities

Steekbetder Information

As of March 192013 we had approximately 1502980 shares of our cooaoon stock outstanding held by total of approximately 420 stockholders The number of stockholders

is based on the records of LIST Systems Inc who serves as our transfer agent

Market titforntatina

Oar shares of conssnoss stock are nal eursestly listed ova national securities enchange or any over-the-coveter market We donor expect oar shares to become listed in the near

fistore and they may not become listed at all Conseqaently there is the risk that our olockholders may not be oble to sell their shares at rime or price acceptable to them We presently

intead but are not reqoired to complete transaction providing liquidity for our stockholders with/n four to sin years from the terminadon of our initial public offering which occurred

on October 12 2012 Oar chnrter dom not reqaire oar board of directors to pursue liquidity event at any paeticulartimr or at all However we expect that our board of directors is the

onercise of its fiduciary duty to our stockholders will drteeminr to parsoo liquidity event when it believes that then-current morket conditions are favorable for liquidity event and

tbnt such transaction is in the best interests of oar stockholders liquidity event could include the sale of all or substantially all of our assets either on portfolio basis or

individually followed by liquidation merger or another transaction approved by our board of directors in which oar stockholders will rereive cash or shoret of publicly tended

company or listing of oar shares on national securities exchange There can be no assurance as to when sutiable transaction will be available

Ta asuist the Financial Industry Regulatory Authority Inc or FINRA members and their associated persons that participate in our pablic offering we disclose in each annual

report distributed to oar stockholders an estimated
per

share value of our common stock the method by which the estimated per share value was developed and the date of the data

used to develop the estimated per share value In addtiion our advisor will prepare anosat statements of the entimoted
per

share value to assist fiduciaries of retirement plum subject to

the annual reporting requirements of ERISA in the preparation of their reports relating to an investment in our shares For these purposes nor advisor bus estimated the per shore value

of nor common stock to be $10.00 per
share as of December 3t20t2 The basis for this vutuotion is the fact that the concur public offering price for our shares ef coonuon stock in our

primary offering is $10.00 per share not taking into account purchase price discounts for certain categories of purchosers

Although this estimated per share vulor represents the most recent price at wlsicb most investors ore willing to purchase shares of our common stock in our primary offering

this reported per share value is likely to differ from the price at which stockholder could resell his or her shores of osr common stock because there is no public trading market foe

our shores at this time the estimated pee share valve does not reflect and is not derived from the fair market votue of our intereot in our assets nor does it represent the amount of

net procmds that wosld resole from an immediate liquidation of those assets the estimated per share valve does not take into account bow market fluctuations affect the value of our

investenents und the estimoted per share value does not tube into account bow developments related to individuol assets may have increased or decreased the value of our portfolio

Recent Satet of Unregittered Seenritirot Use of Offering Proceeds From Registered Securities

On April 1520090w Registration Stotement on Form S-It Pile No 333-t30612 registering public offering of op to SttOO000000 in shares of our common slock woo

declared effective by the SEC and we commenced our initial public offering In our initial public offering we offered up to $1000000000 in shares of nor common stock to the public at

$10.00 per share ond opto $tooooooog in shores of our common stock to our stockholders pursuant to our distribntion reinventesent plan at $9.50 per sham On October 122012 our

Registration Starement on Form 5-11 FiteNo 333-179521 registering nor follow-no public offering of up to SI 000000000 in shores of our common steck was declared effective by the

SEC and our initial public offering automatically teetninoted Is our follow-on offering we am offering op to $900000000 in shares of our common stock to the public 01 $10.00 per shore

and up to $100000000 in shores of our common stock to nor stockholders parsuont to our distribution reinvestment plan at $9.50 per shore
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At ef December 312012 Wv bud accepted investors suboceiptiotss for and issued 1317307 shares of one common stuck in our initial public effering aed otre fellow-en

offerieg including 36065 shares issued pursuant to ear distoibution reinvestment plan resulting ie geess offering proceeds of approximately $12012414

At of Decembre 31 2012 we bud incueeed telling commissions dealer manager fees and organizntioe and other offering costs in our ieitiol public effeeing and oar fallow-on

offering ie the amouets set forth ie the tables below Moody Securities LLC our dealer manager reallowed all of the selling commissions and portien of the dcaler mnnuger fees to

participating broker-dealers

Initial Prrblic Offering

TvneeEEnnrnte Amenet Emttmated/Aetnat

936fl4 wAptS
Pindeerfeer

Enp000eopnisitssflbfunderweitoca 1tl11
--

Other organization and offering casts 700167 Actual

tutnexpgnooo LArZ7r$

Fyi/em-On Offering

Tvne of Enneeme Amount Estlmated/Actanl

$eftennoinsiynnaóMeknrntaoagdrfedo -st
msmsls 5% tfld$IC olr.SJ

Finders fees

Enhoeo pord to arf1sdetwrttern
oicw 4sifr5

Other organieotisn and offering casts 101524 Aetnol

T6ftn949 l$C JUt C.SaSt2 1T z$flt Ut
Through December 31 2012 the net offering proceeds toss from oar initial public offering and em fallow-on effering after deducting the total expenses incurred at described

above were nppmnimatrly $10809159 excluding $342628 in affering proceeds from shares of oar conrmeon stock issued pursuant to our distribution reinvestment plan Foe the
year

ended December 31 2012 the ratio ef the cost of mising capital to caphal raised was nppronimately 15%

We intend to one substantially all af the net proceeds from ear public offerings to invest in portfolio of real properties real estate secarities and debt-related investments As

of December 312012 we had used $2350000 ef the net proceeds from our initial public offering and debt financing to purchase our interest in the Residence Inn property which wat

subsequently sold on August 23 20t2 $1275919 ef the net proceeds from one initial public affering and debt financing Ia purchase am interest in the flynn Place nate and $5088578

of the net proceeds from oar initial poblic offering and fallow-on affering and debt financing to purchase the Woodlands property As ef December 31 21112 we had paid $528675 of

acquisition expenses
to third parties

On Augmt 2012 in cannectian with the death of stockholder we redeemed 6000 shares of em conrrnon rtoch at the original purchase price of$lO.00 per shore for an

aggregate redemption price of $60008 We have received ne other requests to redeem shares of am cemmon stack pomsant to our share rrdemptiun pragram
Porn discassion ef oar

shore redemption program see Share Redemption Program below

Cadre oar independent directors compensation plan each of our current indopendeat directors was entitled to receive 5880 shares af restricted eanunon stech when we raised

the minimum offeringamannr of $2000000 in onrinhiat public offering On May 182010 we misedthaminimam offerieg amount of $2099000 ear mdial pablme effrrrng and each nf

our there independent directors wan grantrd 5080 shares ef restricted stack pursuant to ear imdeprndent directors compensation plan in private transaction exempt
from registratien

parsaant to $ectian 42 of the Secarities Act resulting in an issuance of an aggregate of 15008 shares of restricted stock On August 242011 the date of the 2011 annnnl meeting af

our stockholders each of our three independent directors received an additional
grant of 2500 shares

span
their reelection to ear board of directors resulting in an issuance of 7580

additional shares of restricted erech On Febrsory 292012 Lawrence Soars resigned nsa rsomber of one beard ef directors and forferted 1259 unvrstrd shares efeastncted stack

granted under the independent dirrctors compessotion plan leaving balance sf21250 shares issued parsaunt re thy plaa as ef March 312012 Oe May 92012 new rndrpendent

director Charles flare was cIrcled to the board of directors and was issued 5000 sharon On August t4 2012 the date of the 20t ounnal meeting of our stachholdrrs each of oar

three independent directars received on additional groat of 2509 shares span their reelection loom board of directors resulting in on issuance of 7500 additional shares of restricted

stack in the
nggregsle

An of Oecembrr 312012 lolnI of 33750 chores af reslricled slack hod been innaed by nuts one independent directors pnroaant to oar independent directors

compensation plan For mere infarmatios on oar independent diemtors compensation plan see Item It Enecative CompensatianCompensatian of oar Directors
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Share Redemption Program

Our share redemptian program may provide limited opportanity for our staclcholdern tv have their vhvres of conutsan stock redeemed vabject to certain resleictiam and

timitatians vt price eqaal so or at discount frvm the current offering price per share far the shares being redeemed The discvunt will vary based upvn the length of time that

steckholder has held the shares of am common stvck sabject to redemption as dmcribed in the follawing table

Redempiiaa Price as

Percentage afCnrrent

Share Parchase Anniversary Offering Price

Less than year
No Redemptive Allowed

ysWS Æ4\ Ijfl 9254

years
95.0%

spr sauii
years and longer 100.0%

Pollowiug the conctosioa of our public offering shmrs of cotnusoa stock wilt be redeemed subject to certain restrictions and limitations at prier rqaol to eras discount

from price bmed opon the per-share net asset value and other factors that our board of directors decree relevant including the then-current rciovrsoaeat price oader oar distribution

ceiavestosrnt plan and general market conditions

Unless the shares are being redeemed in rannrctioa with stockholders death or qoalifying disability wo may not redeem shares oalrss Ike redeeming stackhatder has held

the sharet for oar year Redemption requests made within two yrms of death or qualifying disability of stockholder will be redeemed at price equal to the then-concur public

offering price Our bomd of directors in its sole discretion will make the determination of whether stockholder has qualifying disability after receiving wrioen notice from the

stockholder Ornemily our board of directors will cansider stockbalder to have qualify/ag disability if it is aaable to engage
in

any
substantial gain//ti activity by reason of any

medically drtermiaablr physical or mental impairment which can be coprclrd so resols in death ocean be unpeeled so last for coot/ooom period afoot tess than 12 months or is by

roasos of
any medically determinable physical oe mental impaiereeet which ran ho ropoctod to msalt in drath ocean be espoused to last far 000tinaaas period of net less than 12

months receiving income replacement benefits for period of not less than three mouths under an accidont and health plan covering employees of the stockboldees employees We

most receive wriOro oetice within 100 days after such stockholders qualifying disability

We are not obligated to redeem shares af am cormttae stack under the share redemption progmm Oar baord of directors may in its sole discretion accept or reject any share

redemption reqoest madr by any stockholder at anytime If our board of directors accepts share redemptions the number of shares lobe redeemed daring any calendar year is limited to

5.0% of the weighted average namber of shares of oar coeaston stock outstanding daring the prior calendar year and thota that could be fltndod from the set proceeds from the

sale of shares under oar distribution reinvesltssent plan in tho prior calendar year pius soch additional//sods as maybe reserved for that purpose by oar board of directors provided

however that the above volume limitations shall not apply to redemptions requested within twa years after the death of stockholder

To the eoteot we deterstsiae to accept share redemption roqaestu from our slockholdrm redemption of shares afoot cammon stock will be made quarterly opon weitteo request

to at at bust 15 days prior to the red of she applicable quarter Redemption requests will be honored approniemtely 30 days following the md of the applicable quarter which we refer to

as the redemption date Stockholders may withdraw their redemption request at any lime up so three bosiness days prior to the redemption date

Outboard of dirmsors may in its sole discrelioo amend suspend or terminate the share redemption program
at any lime if it determines that she flasds available to thud the

share redemptim program are needed for other business at operational parposes or that amendment suspension or teemieatioa of the share redemption program is in the best iolerest

of our stockholders If em board of directors drcidrs to amrad susprad or terminate the share redemption program we mill provide stockholders with us less lhaa 30 days prior

wrillen notice Therefore our stockholders may not have the opportunity to make redemption request prior to any potential termination afoot share redemption program
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Distribution Information

On May 202010 OUT board of directors authorized and declaeed cash distribution to our stockholders contingent upon the closing of our acquisition of an indirect interest in

the Residence Inn property which occurred on May 272010 The distribution accntes daily to our stockholders of record as of the close ofbuuiaess on each day is payable in

cumulative amountu on or before the 15th day of each calendar month and is calculated at rate of 00.002192 pee share of our cetmnon stock pee day which if paid each day over

365-day period is equivalent toan 80% umsuatized distribution rate based on purchase price of $10.00
per

share of oar comasson stock

The following table summarizes distributions paid in cash and pursaans to oar distribution reinvestment plan for the years ended December 312011 and 2012

Distribution Paid

Cash Pursuant to DRIP Total Amount of

Period Distribution t2 Distribution

EOrntQuattor2OlS 42590 %144
Second Quarter 2011 46591 29343 75934

4Qttaser2U tistostii5otiviytr4b 5oo95fri ytus 52 398 Ii 47 E356$

Fourth Quarter 2011 67204 29758 97042

It9oi c4 hOfutitfuf

90274 IM 2672ctV 117097

SecossdQuaster2ot2 114446 35856 150302

TlstrdQsaar8er2O2 40527 52059 4P56l 577

Fourth Quarter 2012 177655 61594 239249

53tOG2

Distributions are paid on monthly basis Distributions for all record dates of given month are paid approximately 15 days following the end of such montk

Amount of distributions paid in shares of common stock purasant to the distribution reinvestment plan

Wo paid $326985 in aggregate distributions in thr yrar ended December 31 2011 which wan comprised of $208664 in cash distributions and $1 1832110 shares issued

pursuant to oar distribution reinvestment plan We paid $708025 in aggregate distributions for the year ended December 31 2012 which was comprised of $531002 in cash distributions

and $177023 shares issued pursuant In oar distribution reinvestmeot plan For the years ceded December 312011 and 2012 we had cash provided by operating activities of $54942 and

$547671 respectively and oar funds from operations were $185740 and 5324661 respectively For the year ended December 31 2012 approximately 77% of distributions were paid

from rush provided by operating activities and the remaining approximately 23% was paid from offering proceeds For the year ended December 312011 approsimatety 17% of

distributions were paid from cash provided by operating activities and the approximatoly 83% amount was paid from offering proceeds For more iafonnation on how we calculate funds

from operations and reconciliation to net income loss see Item Managements Discussion and Analysis of Financial Condition and Results of Operations Panda from Operations

and Modifted Funds from Operations

The tax composition of our distributions declared for the years ended December 312011 and 2012 wan as follows

2002 2011

Ordinsrylntftime th4% c5lf 0.9%

Capital Gain 90.6% 0.0%

RelufnofCapttal 00% 10605

Total /00.0% IOO.0%
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The following selected financial data as of December 31 2012 20112010 2009 and 21106 and foethe
years

ended December 312012 2011 20102009 and the penod 0-em

Junuaty 152006 date of inception tlteough December 312006 should be read in conjunct/on with the accompanying consolidated financial stalemenls and related motes thereto and

Item Managements Discussion and Analysis of Financial Condition and Results of Operutiens Our historical results ore net necessarily indicative of resaltu for any 03/urn penod

Selected Financial Data

BALANCE SHEET DATA
Tetlp unustt..

Total liabilities

Spgeiu1pue0$aipuni%n

Tetal equity

1. 2996U45

16313616

IMtS1Tk Ara
10701627

STATEMENT OF DFEEATIONS DATA
To1o1 eptetsln ort
Total espensos

Tntol ieceereOousAmm4icootiooedeperatioÆ at

Year Ended December 31

2012 2011 2610
______________

114t y75492 g514 St 4S
1200749 474356 161886

1179933 107403 324796

Period from

.Daooary 15

2000 date of

tneepttea

through

December 31

2009 2006

57/Omit 11m55mts moea
-S

ITEM Managements Discussion andAnaiysis of Financial Condition and Resells of Oncrationn

994113 .W sat iIS 55
55 sfl 5fl

54942 109466

13S45 $5249IW naurn 1g$gfli
1464350 3102096 292909

The following discussion and analysis shnsld be read in conjunction with the Selected Financial Data above and our accempunying censolidoled financial statements and

the notes thereto included in this Annual Repaet Also see Forwaed Locking Statements preceding Fart

Saqsenoo 41

Created ut/eq EDGARleerAgent

Au ef December 31

2012 2011 2010 2009 2008

2i9402lOMoS kpa64S SOONS 445W
16801869 51.748025 111569

jg ooOW 16wr
3137349 3471942 201060 201000

Net income Qoun

STAT.MENT OF CvS$LFLOWSOATA

Net cash provided by operating activities

Net cunhnned in inventing activities

Net cash pmvided by linoncing activities

547671

3754524y
3652064

OTHER DATA
l3jnomsbofimisrleciutbd/t ut itVttt $76l MO 341147 iwooo
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Orervirm

We were farmed us Muryluad canpansline aa Jaanury 15205815 invest ie diversified pootfolia of real estate investments We will seek to acquire primarily hate properties

and ta lessen cutest multifamily affico retail and industoial praperties us well as real estate secanitim and debt-related investments We ace dependent span peaceeds received from

she sale of shares of oar cott000n stack in nut oontinaaos pablic affering aad
any

indabtodooss that we may incno in mdcc Ia condoct am prapaned real estate iavrutment activities

On May 22085 we filed eegistnution statement on Farm II with the SEC to offer muuimnm of$t000000000 in shorm of our canonon slnck lathe public inner primary

offering and $150000000 in shunm of our common stock to our stockholders pursuant to our distnibatinn reinvestment plan On April 15 2009 the SEC declared one reginlenlion

statement effective nod we commenced ann initial public offering On February 82012 we were reqoined to temporarily saspend our initial public offering due lathe fact one previous

unditons Funnell Ken Forstor of Tesus F.C notified us shut they could nol be considered independent for the 2009 2010 and 20 fiscal years We subsequently eogaged Frueier

Dootor LLC to audit our 2009 2010 sod 2011 consolidated financial statements and to roviaw oar 251 interim consolidated financial statements We recoosroencod our initial public

offering on March 13 2012

On October 12 2012 we lermmnutod our initial public offering and connntencod our fallow-an public offering discussed below As of the termination of one initial public

offering en October 12 2012 we had accepted subscriptions fan and issued 1126253 shares of one common stock in our intiiul public offering including 29500 shares of one common

stoch pursuant to one distribution rcinvmtmont plan resulting in offering procoods of $10966713

Prior lathe termination of our initial public offering on February t4 2012 we filed ergistrulion statement on Form S-Il with the SEC to register follow-on public offering of

np to $1000000000 in shares of our conneon stock In one follow-on offering we are offering op Ia $900000000 in nhuren of one con000n tiocb to the public and opts $100000000 in

sharer of our common stock to our stockholders
parsount loose distribution reinvestment plan On October 12 2012 our follow-on offering was declared effective by the SEC and we

terminated our initial public offering and commenced our follow-on offering As of Derembee 2012 we bad accepted investors subscriptions foe and issued 1317307 shares of our

connoon stock in our initial public offering and follow-on offering including 36065 shares of one common stock issued pursuant to our distribution roinvuunnont plan resulting in gross

offering proceeds of$28l2414

We ore offering shores In the public in the follow-on offering at price of$l0.00 pee share with disconnls nvailable for certain purchasers and Inane slsckholders
pursuant Is

our distribution reinveslmmt plan ala price of $9.50 per share Our board of dinectors may change the price at which we offer shunes lathe public in our follow-en offering from time to

time during she fotlow-on offering but not more frequently thus qoarteriy so reflect changes in our estimated per-share ncr asset value and other factors one board of directors deems

relevant

We intend louse sobsluntially nil of the net proceeds from our public offerings to invesl in diversified portfolio of real properties real estale securities and debl-reluted

investments We anticipate that our portfolio will consisl primarily of hotel properties located in the United Stales and Cunuda that we own enclanively or in joint ventures or other co

owneoship nerangements with other persons We may also invert in other property types consisting of multifamily office retail and industrial assets localed in the United Stales and

Canada os well us securities of real estate companies and debt-related investments We may alto make opportunistic investments in properties sbus may brooder-developed or newly

constrscsed and is properties thur we believe are undonvulned

As of December 312012 anrportfolio consisted oftwo investments 74.5% joint ventore interest in Ike Hyatt Ploce asIc mortgage note secured by hotel properly

located in Orupovino Tesas commonly known as Hyatt Place Orapevine Isotel and Ike Woodlands perperty 091 000m hotel sireuted on oppeonimately 216849 square foot 4.98 acre

porcol of landis The Woodloods Tenon

We believe that we huvo sufficient capital so meet our misting debt service and other operating obligations for the nest
year

and lhnt we have udeqoutc resources to firad our

cash needs until we crack profitable operotions Howevcr oar eperalions nec subject ton variety of risks including bnlnot limited to oorubility so raise additional fltods in our

continuous public offering changes in national economic condilioss the restricled availability of financing changes in demographic trends and intrress rules declining real estate

valuations and downward pressure on nensut rules As nesnls of these uncertainties there cnn be no assurance shot we wilt meet our investmens objectives or that she risks doscribrd

ubovo will 001 knvo an odvorso effect en one properties or ersulrs of opeeasions

We made as election lobe tuned as REIT under Soctisns 856 through 060 of Ike Inlersal Revenue Code commencing with mIme
tunable year ended December 31 2011 We

previously determined not to make no election to qualify usa REIT under the lntcrsnl Revenue Code becnusc we hod net operating loss for the years ended December 312009 and

2010 and had fewer than ISO stockholders as of December 312009 ond 2010
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Me REnT we generally are not sabject to federal income tax on income that we distribute to our stockholders If we foil to qaalil% OSO RET in any taxable year after the taxoble

yoor in which we initially elect to he tuned ann REIT we will be subject to federal income tan on our tanuble income at regular corporate rates ood will nut ho permitted to qualir for

treatment ass REIT for federal income Ian psnposeu for four ycars following the year in which eor quolificotion in denied Foiling to qunli 050 REIT coold materially nod udvernely

offoct our net income

Review nil ncr tnveutment Pelieies

Oar bourd of directors including our independent directors has reviewed one investnsrnt policies an described in this Annual Report and determined that such policies are in

the bets interests of one stockholders because such policies increase the likelihood that we will be able/v acquire diversifrrd portfolio of income producing properties thereby

reducing risk in our portfolio oar rsecutivu officers and directors and thu affiliates of our advisor have enpeetiso with the type of real entato investments we urek and borrowings

should enoble us to purchase onsets and earn rental income more quickly thereby increasing the likelihood of generating income for our stockholders and preserving stockholder

capital

Market Oulleek

The recent recension in the United States has impacted thr real estate and credit mnrkrts primarily in the farm of mcatatiag default rates on mortgageu doclining home valam

and increasing inventory nationwide Thu constraints on available credit hove resulted is illiquidity and volatility in the markets for corporate bonds asset-backed securities and

comtssmcial real estate bonds and loans Economic conditions have also negatively impncted the commercial renl estate sector resulting in lower sccnpancy lower rental rates nod

declining valnes The
economy

in the United States is currently improving however therein no assurance that economic conditions will continue to improve or will not worsen in thr

future We brlievr that as the economic environment improves we will have unique investment opportunities particularly in the hospitality sector We believe that the hospitality

sector has the greatest supply-demand imbalance among all real estate unset classes at shin time As the economy continues to improve roam rates for hotels should increase due to the

fact that inerrmcd demand fur hotel rooms is gmorally correlated with growth in the U.S grass domestic product OOP Demand growth combined with the current undersupply of

hotel rooms should result in improved Ilandamenlals in the hospitality space particularly upward pressure on room rates The ability of hotels to adjust room rates quickly should allow

ho/u/property owners to take advantage of thin anticipated trend

Liquidity and Capital Resenrees

We commenced real estate operations with the acquisition of the Residence Inn property on Muy 27 2Db Our principal demand for funds will be for the acqaisition of real

estate asners the payment of sporating espennen principal and interest payments on one outstanding indebtedness and the payment of distributions to our stockholders Over time we

intend so generally fund our cash needs foe items other than asset acquisitions from operations Our cash needs for acquisitiom and investments will be funded primarily from the sale

of shares uf our commas utmk in oar continuoas public offering including those offered for sale thruagh our distribution reinvestment plan and through the assumption and

origination of debt

There maybe delay between the sole of shores of our common stock and our purchase of assets which coutd result in delay in the benefits to our stockholders if any of

rvtaras generated from our investmmt operatiom Oar advisor subject to the oversight of our investment committee nod board of directors will evaluate potential acqnisiliuns nod will

enguge in negotiations with sellers and lenders an oar behalf If necessary we may use finuncings or other sources of capital in the event of unforeseen significant capital enpeodimres

We may bat are not required to establish working capital reserves from offering proceeds out of cash flow generated by our real estate assets or out of proceeds from the sale

of our real estate assets We do not anticipate establishing general working capital reserve however we may enrublish working capital reserves with respect to particular investments

We also moy but are not required to establish reserves oat of cash flow generated by ear real estate assets or out of net sale proceeds in non-liquidating sale transoctiom Working

capital rrservm are typically utiliurd to fund tenant improvements leasing commissions and major capital rsprnditarcs Oar lenders also may require worhing capital reserves

To the cslcat that any working capital reserve we establish is insufficient to salis our cash requirements additional funds maybe provided from rash generated from

operations or through short-term borrowing In addition sabject to certain limitatiens we may incur indebtedness in connection with the acquisition of any real estate asset refinance

the debt thereon arrange
for the leveraging of

any previnasly anfisanced property or reinvest the proceeds of financing ue refinancing in additional properties
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Net Cash Provided by Oneraeing Activities

Net cash provided by operating activities fee the year ceded December 312012 was $357070 which was ptimarily from veal estate eperatiess asd set istermt income Net cash

provided by operatisg activities for the year ceded December 312011 was $54942

Net Cash Used in Inrestieg Activities

Net cash eyed is ievestisg activities for the year ceded December 312012mm $2595923 which was cemprised ef set proceeds from the sate of real estate of $3223480 osd

repaymeets of reengage sate meeivable ef$l 87033 offset by as iecr005c is restricted cash of $001243 and additioss to hotel pmperties of $5345193 Net cosh osed to tsvcsttsg

oetivitim fur the year coded December 31 2011 mm $1374545

Net Cash Previdedby Fieaecieg Activities

Net cash provided by ftsaecisg activities for the yrae ceded December 312012 was $3852064 cossisling primarily of offering proceeds of $7670174 which was sscd to fund

$l658079 is offering costs $531002 for the paymrst of diutribstioss $534217 foe rcpaytncnts of soles payable sod $956590 for distributions to soscootrofliog inlorosl injoist

veoturo Net cash pmvidcd by ftsascisg activities for the year coded December 31 2011 was $1464350

Cash and Cash Eqairaleaetu

As ofDccrmbor3l 2812 mc hod cashes hood of$2710lOl

Debt

Our aggregate boreomiugs secured sod auscrured arc reviewed by oar board of diveclom ul least qoorterly Usder oar charter weave prohibited from borrowing is cscevs of

300% of the value of oar art assets Net ossrts for purposes of Ibis rolcolation is dcflacd tube oar total assets other than istasgibles valued at cost prior to deducting depreciation

reserves for bad debts and ether sos-rash reserves less total liabilities The prccrdisg calculatioa is generally rspcctcd to approsimatc 75% of the aggregate cost of oar assets before

non-oosb mscrvcs and depreciation Hewrvrr mc may lompororily borrow in cuc055 of those omoaats if such esc055 is approved by majority of our iadrprndvot directors ood

disclosed scour storbholdem in oar nest qaortrrly report along wish 00 cvplanstion for sach cvcrss As of December 312012 our debt levels did not rucood 300% of the valor of our

usscts

As of Dcccmbor 312011 our debt-to set assets ratio cucredrd 300% Our indopondoal directors approved sorb esresa debt duo to the fart that oar board of directom believed

that oar oarutondiag indebtedness was adequately secured end mc wove able to service ocr aatstooding indebtedness under the terms of our flouncing agreements

As of December 31 2012 our oelulassdisg isdebtednem lotaled $17964671which consisted of$l 1003658 oatstandisg on the finuncing obtained in connectios with the

acquisition of the HyaS Place solo sod $6901013 ealslundiog os the Woodlonds loan carla described below

Acqoisirion Note In rouocrtion with the acquisirios of the Hyatt Place soto on rho closiag date cod effective as of May 52011 MI4HP Note Holder LLC the ootrjotnt

venture borrowed $11483200 from Patriot Boeb pursoast too mortgage euro or the ucquisition note and the Commercial Loan Agreement or rho loan agrermmt by asd among

Patriot Bash the notejoint venture MoodyNulional Morrgogc Moody National Managemenl L.P or Moody Notional Managemenl an affrliulc of our sp0550r Moody Nalioool

Realty Cumpasy L.P or Moody National Realty on uffrliatr of our sponsor and Brcs Moody
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The entire unpaid principal balance of the acquisition note ond nil accrued sod unpnid interest thereon is doe nod payable io full on Moy 52018 or the ocqoisition oote

motarity dote The nrqoisition note occnsed ioterrst nt fiord rete of 3.00% perunaum throngh Aogust 212012 or thr first change dote For the period from the first chnngr dote

through August 21 2015 or the second chuoge date thr acquisition note brurs interest eta fiord rule of 3.0%which is equal 181 the variublr interest rate per nunumpubltshed tn The

Wa//Street Joerna/ us the Prime Rate for the U.S or the primr rate in effect as of thr first change dntr minus 20.25% provided that in en rvrnt will the intemst rate corned the

masimnm intermt rate petmitted hy applicable law or the manimum rate For the period from the second change date throagls the ecqaistlion note maturity date thr acquisition note soil

hear interest eta fined rule equal to the prime mm in effect as of the second change date minus O.25/r provided that in no event will the interest rate encerd the masimum rate The

Prime Rate at Drcember 31 2012 was 3.25% Alt amnrmts of principal and interest dan underthe acquisition note that oremorn thou ten days past due will bear interest at rate equal to

the applicable interest rate due undm the acquisition note far such amounts plus 5.0% The note joint venture may prepay the acquistrion note tn whole or re part at any time wtthoat

penalty or premium

The peefarrssance of the obligations of the natejoint venture undeetbe acquisition note is secured by Collateral Assignment of Note end Liens by and between the notejorut

venture and Patriot Banh or the collateral assignment pursuant to which the note joint venture pledged end collaterally assigned to Patriot Banh and granted Patetot Banks secortty

interest in all of earn joint vontures right title and interest in and to among other items the Hyatt Place note and all indebtedness evidenced thereby the Deed of Trust Secuetty

Agreement and Financing Statement by the harrower for the benefit of Patriot Bank with respect to the Hyatt Place properly alt other loan docaments relatrug to the Hyatt Place

note and all right title interest and claims of the natejoint venture as the owner of the Hyatt Place ante including any
and all payments of any hind payable to the notejoint

venture by the borrower by reason of the note joint ventures ownership of the Hyatt Place nose Psarmont to the collateral assignment upon any nvrnt of default under the lone

agrermrnt or the collateral assignment all amounts dun and payable by the scant under the Hyatt Place nate will be dun and payable to Patriot Bank

In addition Moody National Mortgage Moody National Management and Moody National Realty have each unconditionally and irrevocably guaranteed the prompt

payment when dar of all of the note joint ventures obligations ander the acquisition note and the collateral assignment and Brett Moody has provided limited guaranty of the

note joint vrntures obligations under the acquisition note and the collateral assigomenm

Wood/aads Loan In cnnnrctinu with the acquisition of thr Woodlands property by Moody National Wood-Hon Holding LLC wholly owned subsidtuty of our npnmttng

partnership or Moody Holding Moody Holding assumed us modified an onissing mortgage loan secured by the Woodlands property with an original peincipel amount of 57500000 or

the Woodlands loan from U.S Bank National Association as Trustee for the Registrerd Holders of S.F Morgan Chme Commercial Mortgage Securities Trust 2006-LDfl Conmserctal

Mortgage Pass-Through Certificates Series 2006-LDP9 or the lender As of she closing date the Woodlands lean bad an auBlunding principle balance of $691 1422

The entire unpaid principal balance of the Woodlands loan and all accrued and unpaid interest thereon is due and payablo in full oa December 62016 tntrrrst on the

outstanding principal bulauce of the Woodlands loan accrues at per annum rate equal 106.0% In the event that and so long as any event of default has occurred and is contrnutng

under the Woodlands loan ibe outstanding principal balance of the Woodlands loan and any unpaid interest thereon will bear interest sloper annum rate equal to the lesser nfl she

highest interest rate permitted by applicable law and 211.0% In addition in the event that
any payment

doe under the Woodlands loan is not made when due Moody Holding wtll pay

late charge in an amount equal to 5.0% of the amount of the uvredue payment Moody Holding may upon at least thirty days prior written not/ce to the lender prepay
the Woodlands

tannin full without penalty at any time following the date that is three months prior to the maturity date In certain circamstances prepayment of the Woodlands loan will be sabjert ma

prepayment penalty calcutumed in accordance with the promissoty note evidencing the Woodlands loan Principal payments on the Woodlands loan of $123201 $130900 5139097

and 56507007 are dsn for she ymrs 201320142015 usd2016 respectively As of December 31 2012 there wm $6901013 oolsBnding on the Woodlands loan

The performance of the obligations of Moody Holding under the Woodlands loan arc secured by among other things security toterest in the Woodlands property and

other collateral greeted tn lender by Moody Holding psesuant to Deed of Trust and Security Agreement security interest in all personal property accounts mnvcntary and other

collateral related to the operation of the Woodlands property by Moody National Wood-Hon MT LLC or the Master Tenant pursuant to Secority Agreement an asstgnment of

the leases and rents of the Woodlands property in favor of the tender by each of Moody Holding and Master Tenant an assignment of all of MasterTenauts right title and interest

in and so the management ogrecmnut with respect to the Woodlands property and the subordination of oil of the property managers rights and interests with respect to the Woodlands

property to the liens and interests of the lender pursuant to an Assignmcnt and Subordination of Management Agreement andS an absolute guaranty to pay and agreement to

isdemoily the lender with respoct to certain of the obligations and liobit6ins of Moody Holding under the Woodlands loon granted to the lender on ajoint und several basis by Brett

Moody us and oar opreuting partnrrship
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Ceetractual Cemmitments and Centingencies

The following is
summary

of our contractual obligations as of December 31 2012

raymenssan.e By Period

_________________________________________________________
Tetal 2013 2014-2015 2016-2N17 Thereafter

Lqrstetgoro deb6obhgatsoaa1 49blSfll 15W 17 99441 SflSS04t4b S1RW995 1917232 0S$1fl269 592

Interest payments on outstanding debt obligalions2 3270047 746554 1439000 900820 103065

rpheurobIl3 hf

Total 21174710 1196046 2392090 0213635 9372947

Amounts iaclude principal payments only

Projected intonrst payments are based on the outstanding principal amounts aad weighted-average intomst ratm at Decembm 312012
Purchase obligatioas were escludrd from contractual obligations as Ihere wore no binding puecbaso obligations as of Docembm 31 2012

Oar engunizalion and offering costs are incurred by our advisor on one behalf Pursuant to our advisory agreemeat with eon advisor we see obligated to reimburse our advisor

or its affiliates as applicable for organieatioa aad offering costs incurred by oar odvisor on oar behalf associated with each of urn public offerings bat only to the entent that such

nembursemcnts do nor enceed actual espouses incurred by our advisor and would not cause sales commissions the dealer manager fee and other organieation and offering cools borne

by us in public offering to escord 15.0% of gross affering proceeds from the sale of our shares in such public offoriog as of the date of reimbursement Our advisor is obligated to

reimburse us In the mImI organiralion and offering costs including sales commissions and dealer manager fees incurred by us in public offering enceed lS.O% of the gmss offering

proceeds from the sale of our sharrs of common stuck in public offering As ofDecember 312012 total offering costs were 54132374 for the initial public offering and $746040 for the

follow-on offering Orgaoieatioo costs were $20003 for the initial public offering Offering costs of $946944 aod $104570 wem incurred directly by as for the initial public offering and

follow-on offeriag respectively We have reimbursed our advisor foe $20003 in organization costs and $742134 in offering costs for the initial public offering and $503324 in offering

cosls for the follow-en offering We have $481901 mcoivnblr from our advisor foeoffering costs whichisnecarded os an offset to additional peid-in capital The resssaining $2903243

in offering costs is not nor liability because such cents esceed the 15% limit drscribed shave

We will reimburse our advisor for all operating enpemm paid or incurred by our advisor in connection with the oervices provided Ions subject lathe limitation that we will not

reimburse our advisor for any amount by which our operating mspmnses including the onset munogemeal fee at the end of the four preceding fiscal qaarlrm escceds the greater of

2% of our average invmted assets or 25% of our eel income detrernined without reduction for any additions to resrrnm foe deprecinlion bed debts or other similar non-cash

reserves and mscludrng any gain from the sale of our assets for thur period or the 2/125% limbarion Notwithstanding the obove we may reimburse oar advisor for operating espeoses

in escess of Ihis limitation if majority of the independent directors deterntines that soch escess enpemes arejusrified based on unusual and oon-nmuering thetors For the four fiscal

quarters coded December 31 2012 our total operating enpenses were $970563 which included $138278 in operating enpeasm incurred directly by on and $832285 incurred by our

advisor on our behalf Of the $923588 ia total operating espemm incurred during the four fiscal quarters ended December 312012 $599681 esceeded the 2%125% Limitation and is not

our obligation Additionally oar advisor has incurred $2490553 in operating espenses on ourbehalf prior to the four fiscal quarters ended December 31 2012 Subject to fistare

dctormsnation by the board of directors this amount is not reimbursable to our advisor nor our obligatioa

Oar advisor waived all esprases reimbursable to oar advisor for the seven fiscal qoartmrs ended December 31201210 the rutenl such enpennes hod not been previomly

reimbursed to our advisor Our advisor flsrthee acknowledged that alt such espmnses incurred directly by us during this waiver period shall be paid by our advisor no our behalf Total

reimbursable espensm waived or assumed by our advisor were $1243824 of December 312012
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Results of Operations

We commenced operations on May 272010 ia cannectioa with aar acqaisitian of otto interest irsthe Residence Inn properly As of December 31 2Q11 we owned thejoint

venture iateeest ia the Resideaee Ian property aad she Hyatt Place note As of December 312012 we owned thejoint venture interests in the Hyatt Place note and the Woodlands

property Because we acquired tho Hyatt Place aotr oa June 32011 sold the Residence Inn property on Aognst 23 2Q12 and acquired the Woodlands properly on Hovembor 62012

oar retails of operations for the year ended December 312012 am not dirertly comparable to those for the ymr ended December 31 2011 In general we enpect that onr income and

espeuses related so our portfolio wilt increase in llstssrr periods as ressit of anticipated future acquisitions of real estate and real estose-rrlated investsnents

As revolt of the sale of the Residence Inn property the revenues and espouses of the Resideace Inn property are included in income toss from discontinued operations in

thc accompanying consolidated statements of operations for all periods presented sad are discussed below separately

Comparison of the year ended December 31 2612 rersttn the year ended December 31 2611

Rerenee

Hotel revenue wm $436652 foe the ymr ended December 31 2012 aod was related so revenue from the Woodlands property Interest iaeame from reol estate loan receivable

related to the Hyatt Place note increased so $658266 for the your coded December 312012 from $383413 for the year ended December 312011 due to the fact that we nwnod the Hyatt

Place note during the entire 2012 reporting period We expert that roam rerenue other hotel revenue and total revenue will each increase in fistsre periods nsa retail of anticipated

Suture acquisitions of real estate assets and owning the Woodlands property for the entire reporting period

Hole Operating Expenses

Hotel operating expenser were $274322 far the year ended December 31 2012 We rnpoet hotel operating expenses to increase in frutssro periods ma result of anticipated fueure

acquisitions and owning she Woadtands property far the entire roporting poriod

Properly Taxes Insaranee and Other

Property taxes insurance and other were $29615 for tho year coded December 31 2012 We expect this amount to increase in future periods as result of anticipated future

acquisitions and owning the Woodlands property for the entire reporting period

Depreciation end Amorliealion

Depreciation and umortientinn expense was $58650 for the year
coded December 312012 Wo oxpees this amaaxt to macuse iu future periods nsa rmsls of anticipated future

acquisitions and owning the Woadlands property for the entire reporting period

Properly ..doqatiition Kspenses

Property acquisition espenses were $365720 for the yom eudod Deeomber 312812 and were related lathe acquisition of the Woodlands property

Corporate Genera andAdmintitratire Expenses

Canpoeatc gonorat and adminissradvo espouses deeremed from $267563 for the year ended December 31 2011 to $138479 far silo the your coded December 512012 These

corporate general and administrative rspensrs consisted primarily of restricted stack compensation and asset management fees The decrease Sn corporate general and admrnrstrntivr

expenses was primarily due so deoreuxes in asset management fees for she year ended December 31 2012 at result of oar advisor waiving She asset management fees due toil daring

the period We espees corporate geseenl and administrative espeoses to increase in future periods as result of anticipated future aoqaisitions bat to decrease as percentage of total
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Interest Expense andAmortication ef Deferred Loan Coven

In connection with the acquisition of the Hyatt Place note the notejoint ventttee borrowed $11483280 to partially finance the perchase of the Hyatt Place note to convection

with the acquisition of the Woodlands property we assumed lean with principal balance of 86911422 at the date of elating During the years ended December 31 2012 and 2011 we

incurred interest
eupenve of$413954 and $206793 respectively related to thin debt including aenortizatian of deferred loan court of $13518 and $8034 respectively Thin increase in

interest eupenne was due to the fact that we owned our interest in the Hyatt Place note fee the fislI period iv 2012 In future periods our interest
eupenne

wilt
vaey

based en the amnnnt of

our bnrrnwings which will depend an the cost of borrowings the amount of proceeds we Caine in our ongoing follow-an offering and one ability to identi and aeqnire real estate and

real estate-related assets that meet our investment objectives

Operating Income 030 from Diseontinaed Operations

Operuling income less from discontinued eperutionu was 8329353 aud $216703 for the yearn ended December 31 2012 and 2911 respectively This decrease in operatiug

income was due to the fact that we owned our interest in the Residence tan property for the full period in 2011 and that we paid lean prepayment penalty nnd weate off nuamartized

loan costs during the yem ended December 31 2012

Gain on Disposition of hotel Property

Gain vu dispasitinn of hotel properly was $1510786 and $0 for the years ended December 312012 and 2011 respectively and related to the sale of the Residence Ian property

Income Tax Expense

Income ran eupeuse dvercmcd from $99300 to $1500 fur the
yearn

ended December 312011 and 2012 respectively based on income tan rates of4l% and 21% for the yearn

ended December 312011 and 2012 respectively

Total Ineomefrom Diseontineed Operations

Total income from discontinued operatives was $1 79933 and $117403 foe the years ended December 31 2012 and 2011 respectively

Net Income Loss

We had net income of $994113 far the year ended Decembm 31 2012 compared to net income of $26460 for the year ended December 312011 Our iucmam in net income fur

the year ended December 312012 is due to the factors described above aud the fact that we sold the Residence tun property during the year ended December 312012 Escluding

income attributable to noncontrolliug interest in consolidated jeiut venture of $373006 and $75362 and income attributable to nancantralting interest in cornunne aperating

partnership units of $79 and $51 uet iacnme less attributable to us wan $620226 and 040953 farthe yearn euded December 312012 and 2011 ruspectively

Critical Aeennnting Pnlicies

General

Oar uccoontiug policies have been established to coufono with U.S generally accepted uccnunting priaciptes or OAAP The preparation of financial statements in conformity

with OAAP requires management to use judgment is the upplication of accounting policies including mabieg estimates and assumptions These judgmests affect the reported amounts

ofussets and liabilities and disclosure nf contingent assets and liabilities at the date of the financial statemeuts nod the reported amounts of revenue and eupenses daring the reporting

periods lfmunugementsjudgmeat or inteepeetation of the facts and circumstances relaringto various transactions indifferent it is possible that different uecanuting policies will be

applied or different umaunts of assets liabilities revenues and espemcs wilt be recorded resalting iu different presentation of the financial statements or different amounts reparted in

rho financial slatemeats Additionally other companies may utilize diffreanl estimates that may impact the comparability of our msulto of operations to those of compuniea in similue

businesses Below isa discussion of the accounting policies that management considers lobe most critical once we commence significant operations These policies require complen

judgment in their application or estimates ubaut muuees that are inherently uncertain
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Income Taxes

We have made an election to be taxed vs RUT undee Sections 556 through 060 of the Internal Revenue Code coteosencing with the taxable year ended Decembee 31 2011

Privy to quuli4ng to be taxed eva REnT we were subject to noemal federal and stare corpaeatioa lucerne taxes We peevioasly deteeseined vet te mahe an election to quali as REIT

sstsdee the toteenal Revenue Cede because we had not operating less foe the yrnes ended December 312050 end 2010 and had fewer then 100 stochhuldees us of Decembee 31 2000 aad

2515

As REIT we generally will not be subject to fedeeal conporate inenme tax to the extent we distribute our REIT taxable income to our stochholdees so long as we distnbate at

least 90% of our REIT tuxable income which is computed without negord to the dividends paid deduction or net capital gum and which does nut necessarily equal net income as

calculated in accordunce with GAAP REITs are subject to number of ether oeganientiooal and operations nequirements Evea if we quult for taxation usa REIT we maybe mbJmt to

ceetain state and local taxes on our income aod peoperty and federul income and excise toses on eon uodistetbuted iecome

We leuse the hotels we acquire to wholly-owoed taxoble REIT subsidiurim that ann subject to federal stote and local income taxes We account foe iucome taxes axing the asset

and liability method under which deferred lou assets and liabilities are recognieed for the flstuee tax consequences
attributable to diffetonces between the financial stotemeat coenying

amounts of euisting assets and liabilities and their respective tax bones vulaotion allowance is recorded for net deferred lox assets thot ore not expected lobe realrzed We accrued

$35206 axd $103600 in entreat income taxes for the years ended December31 2012 ead 2011 respectively We had net deferred tax liability of $0 axd $36700 as of December 31 2012

ond 2011 eespectively

We have reviewed tax poaitieos undee GAAP guidance thot clarifim the eelevant ceiteriu end approach foe the recognition and measueement of uneentutu tax positiom The

guidonce prmcribes recognition threshold oad meameement attribute foe the floanrial stetement recognition of tax position taken oe eupected tube taken in tax retam Alas

position may only be eecogniued in the finaxcial statements if it is more likely thun not thot the tax position will be saxtained upon examination We had no materiel unceniain tas

poshions as of December 312012

The prepoeution of our various tax returns nequires the use of estimates for fedeeal and state income las pueposes These estrmates moy be subjected to review by the

respective losing authorities revision to an estimate muy nesuh in an essessment of edditional taxes penulties ond interest At this time orange in which our estimates may chauge is

nut expected lobe moterial We will account for interest oud penalties relating to unceetuin tax provisioos in the current period income stetement if necessary We have not recorded

aoy adjustmenlto our financial statements as msali of this inteepeetation We have tax years 2000 200920102011 und 2012 eemainiag subject to esominutien by vanous foderal axd

state tax jurisdictions

Va/eu/ion and .rtlleeauiun of Reel Property Aegeis/e/en

Upon acquisition the punchaso price of real property is allocated to the tengible ussets acquired consisting of lund buildtngs and tenant impeovements any ossumed debt

identified intnngible assets and asset retirement obligatiom based on them fair volues Identified intaogible assets consist of obove-marhet axd below-market lenses tn-place leuaeu in-

place conteacts tenant reletionships and any goodwill or 0010 en puechase Acquisition costs eec charged to expense as incurred Initial valuooons eec sobjeot to ehuoge during the

measunement period but the measurement period ends as soon as the infonmatios is ovailable The measurement period shall not excend one yeur from the acquisroon date

The fuie value uf the tungible assets ucquired consists of land buildings furniture fiutarea and equipment Land values ore derived from oppeoisals end building values see

calculated us neplacement cost less depreciutien or eon estimates of the nelutive fair value of these osseta using discouated cash flow aaalyses or similar methods The value of the

buildiog is depeeciuted over the estimuted useful life of ihirty-oine years using the straight-tine method The value of fuenitane fixtanes and equipment is hosed en their furr value using

neplucement costs less depreciation

We deteetoine the fair vulue of sssumed debt by cslculering the set present value of the scheduled mortgage puyteenta using interest rates foe debt with srmrlor teens und

remaining muturities that we believe we could obtain Any difference between the fir value uod stated vulue of the assumed debt is recorded usa discount oe premium
end omoetized

over the remaining life of the boo

In ellocatiag the purchase price of ouch of our properties our advisor makes emumptiom end uses vurious estimates including but out limited to the estimeted uueflsl liven of

the assets the cost of eeplecing certain assets discount rates used to detoenine present vuloes murhet nentul rutes per squore foot and the period required to lease the peoporty up to its

occnpuucy at acquisition us if it were vacont Many of these estimetes are obtained from independent third puny eppnoisols
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However me ace respoasible far the soarer and ate of these estimates Thene estimates arejudgmental and oubject to beiag imprecise accordingly if different estimates and

assomptions mere derived the valnatton of the variono categories af nor real estate assets yr related intangibles conld in turn result in difference in the depreciation or amortization

enponse
recorded in our condensed consolidated finnocial statements Thrsc variances could be material to oar resahs of oprrntionn and financial condition

Valuation and Allocation of Real Properly Osrnernhip

Depreciation or umorttzntton enpensrs arc computed using the straight-line and accelerated methods based
upon the following estimoted useful lives

Years

Butldsogo nod mprovknty il5s 37
Entenior impmvrmonts 10-20

Eqoiposentuodflnlª --r \--sTilt

Impairments

For root estate we own our management monitors events and changes in circumstances indicating that the currying omounts of the real estate assets may not be recoverable
When such evoass or chonges to circumstances ore present we assess potential impnintseat by comparing estimoted future undiscountnd operoting cash flows espected to be genem/ed
over the life of the nssrt and from its eventual disposition to the cot-tying amount of the asset In the event that the carrying amount nscnrds the estimated future andiscountrd

operating cash flows we recognize no impairment loss to adjust the carrying amount of/be asset to estimated fair vnlon for onsets held for use and fair value less costs to sell for assets

held for sale Three were no each losses for the
years

ended December 31 2012 and 2011

In rvoluu/tng our invosnssen/s for impairmnni we mahe several estimates and assumptions inclading but not limited to the projected date of disposition of the properties the

estimated future cash flows of/he properties danng our ownership and the projectod salos price of each of/ho propnrsizs chaogu iu these estimates and ossumptions could result in

change tn/he estimn/zd fair value of our hotel properties which could thea result in an impuirmro/ which could result in material change to out financial statements

Mortgage Note Receirabie

We provide firs/-mortgago finoncing in the form of note receivable Tisis loan is held for investment and is intended lobe held to maturity and accordiogly is recorded at

cost net of/he allowance for losses when loan
is

deemed to be impaired Premiums discoonts and net originatios fees are amortized or occorted as an adjus/snent to interest income

using the effecttvz interest me/hod over the ltfz of/he loan We discontinue recording interest and amortizing discounts/premiums when the contractual payment of interest and/or

principol is not received

Impairment of Notes Rerri cable

We review no/es receivables for impairment in each reporting pertod pursuant to the applicable authoritative accounting guidoncn loan is impairrd when basod on current

infornsation and events it is proboble that we will be unable to collect all omounts recorded as assets on the bolonce sheet We apply normal loan review and underwriting procedures
as moy be implemmted or modified from time to time in making thu/judgment

When loan is impaired we measure impairment based on the presno/ value of espocted cash flows discounted a/the loans effective interest tate agoias/ the value of the

osset recorded on the balance sheet We may also mensurn impairment based on loans observable market price or/he fair volan of collateral if/he loon is collateral dnpeodm/ If loan

is doomed /0hz impotred we record valuatton allowance through charge to eamings for uoy shortfall Our assessment of impairment is based on considerable judgment and
estimates We did not record valuation ollowuoce duriug the ycuc coded December 312012

Earnings oss per Share

Earnings loss per share EPS is calcolotod based on the weighted overage number of shares outstanding duriog each period Basic and dilated BPS ore the same for oil

periods presented Non-vested shares of restricted stock totaling 0125 shores held by our independent directors arc included in the calculation of earnings per
share because the

effect is dilutive
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RecentAccezzntingPranoencemeeln

There are cv new unimplemented accounting peonoancements that are enpected to have material impact on our reoults of eperatinos froancial position or each flows

Inflation

As of December 312012 oar ooly investments consisted of var 74.5% joint yen/err interest in the Hyatt Place aate ood the Woodlands property Operators of hotels is

general possess the ability to adjast room mtes daily to reflect the effects of inflation Competitive pressures may however limit the operators abitity to raise room rates We are

currently cot esperieneing coy material impact from inflation

With the enception of leases with/enacts in mahifrmily properties we enpect so include provisions in nor tmant teases designed so protect us from the impact of inflation

These previsions wilt include reimbursement billings for operating espense poss-theough charges real estate tan and imuranee eeimbarsemeots orin some cases aonua/ reimbaesemeo/

of operatiag espemes
above certain allowance Due/v the generally long-teem nature of these leases annual rent increases may not be sufficient to cover inflation and rent maybe

below macbet Leases in mahifamily proper/ins generally tam over on an annual basis and do not typicatly present the same issue regardiog inflation protective dae to their short-term

na/ace

RUT Cemptiaaee

To qoalify as REIT for tan parposes we ore required/v distribute at least 90% of our RRIT tanabte income to our stocbholders We most ulso meet certain asset and income

tests as well as other reqairomeatu We will monitor the busiems and transactions that may potentially impact our REIT status If we fail/v qualify as RUT in
any

tasable
year

following the taxable year in which we initially elect/v be taxed as REIT we will ho sabject to federal income toe iacluding aay applicable altemative minimam too on our tunable

income at regnlar corporate rates and generally will not be permitted to qualify for treatment as REIT foe fedeml income tan purposes foe the fonr tunable years following the year doting

which oar REIT qualification is lost ueless the /n/eraal Revenue Service grants us relief andre certain statutory provisions Such an event could materially adversely affect our net

income aod net cash available for dictributioa te our stockholders

Diatribotinny

On May 20 2010 we aatlsorized and declared cash disteibation to our stocbholders or the distribution contingent upon
the etosiog of oar acquisition of our interest in the

Residence too property which occareed en May 272010 The distribution accraes daily to om stockholders of record on each day is payable in cumnlative amounts on or before

the 15th day of each cateodar month osd is colculated at rate of $0.002t92 per sham of/he oar cotomon steeb per day which ifpaid eoch day over 365-doy period is eqaivalent

to an 0.0% aoouatieed distribution rate based on purchase price of $10.00 per shore of oar common stock

The following table summarizes distributions paid in cash end pursaant to the DRIP foe the years ended December 31 2011 and 2012

Caalm Diatribatien Paid TotalAnranneof

Diatribntien Pneanant to DRIP Distribntion

Period 572
PieutQuaetcr2Oll 42a2t 2Z74b 70144

Smoad Qaartee 2011 46591 29343 75934

ThMQtaaatoe 2OtS
$2391 514T4 05565

FouethQuaeter2olt 67284 29758 97042

_____________
115355 326995

FiestQuumter2Ol2 .Z 2.ti.n $Ul4v4. 2672S/3t7097
Second Qaarter20t2 /14446 35856 150302

Th e4Quaelor2fl l4 541r521 52059 201 577

Fourth Quarter 2012 177655 61594 239249

Total 555995 577525 799535

Oistribatioos are paid en monthly basis Distributions foe all record dates of given mon/b are paid appreuimatety days following the rod of such month

Amount of distributions paid in shores of common stock pursaont to the distributive reinvestment plan
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We paid $326985 in aggregate disteibudans in the year ended December 312011 which was camprised at $208664 in cash disteibatiaas sad $118321 in shares issard

parsaaotto oar diste/batian reinvestment plan We paid $708025 in aggregate
distributions tar the

year
ended December 312012 which was campeioed at $531002 ia cash dtotetbntrans

and $177023 in shares issued pnrsaaot Inane distribatian reinvestment plan Par the years ended December 312011 and 2012 we had cash peavided by apreating
activities at $54942

and $547671 respectively and yar flsnds 0-am aperatians were $185740 and $32466l respectively Far intannalian an how we calcatate taads 0-am aperatians see Panda 0-am

Operations and Mad/fled Panda 0-am Operations belaw Par the year eaded December 312612 appranimately 77% at d/ste/bat/oas were paid 0-am cash provided by aperatiag

activities and the remaining apprasimataty 23% was paid 0-am afferieg praceeds Par the year ended December 312011 appranimately 17% at distribotions were paid 0-am cash

previded by eperating activities aed the eemaining appeosimately 83% was paid 0-am otter/ag proceeds

Faads from Operaliens and Medified Funds From Operalianr

One at var objectives/s to provide cash distr/batioeo to anr stachbetdors team cash generated by oar operations Cash geaeeated tram operations Cs nat eqarvaleat to net

income as determined under OAAP Due to certain oaiqae operating eharactee/sties at real estate companies the National Association at Real Estate Investment Teasts an indastry

trade geaap arNAREIT has promulgated standard known as Ponds 0-am Operations oe FF0 tar shaet which it bet/ever mare accurately reflects the operating pertaenance eta REIT

As defined by NAREIT FF0 means net incame computed in accardance with OAAP evcludiag gains cc lasses 0-am sates atpraprety plas depreciation and amortization and oflee

adjastments tar unconsolidated partnerships and jo/nt ventures in which the REIT holds an iaterefl We have adapted the NAREIT definition toe compat/ng FF0 becaase in oar view

FF0 is mzaoiogflsl sapplemental pertoresance measure in canjaaatioa with net /ocome

Changes/n the aaaaaating and reparting roles nader OAAF that have been pat into etteet since the establishment atNAREITs definitien at FF0 have prompted significant

increase in the magnitude at nan-cash and nan-operating items incladed in FF0 as defined As resalt in additive to PPD we also ealealate mad/fled fltnds 0-am operatioas ae MPFO
non-OAAP sapplemeotat financial peetannance measare that var management uses in evaluating oar operatiag peetoemance Similar In FF0 MFFO esclndm items sach as

depeeciation and amortizatioo However MFFO esclndes nan-cash and nan-operating items included in FF0 saab as amoflizat/on otceetaia in-place lease intangible assets and

liabilities and the amortization atcertain tenant incentives Oar eoleolatian otMPFO witI esalade these items as wetl as the effects atstm/glst-ttne rent revmne eeaogarttea tote vatne

adjastments to derivative /nsteaments that do not qoality toe hedge accounting treatment nan-cash /mpaienent charges and certain athor items when applicable Oar calculation at

MFPO will also inalade when applicable items sach as master lease rental receipts which are esaloded 0-am net income lass and FF0 bat which we cans/dee/a the evalnation atthe

operating pertotmaoae etose real estate investments

We believe that MFPO reflects the overall impact on she pertarmance atone real estate investments at occupancy rates rental rates property operating casts and development

activities as welt as georral and administrative
espenses

and interest casts which is not innsscdiately apparent 0-am net income toss As saab we bet/eve MFFO in addition to net

income loss as defined by OAAP isa measiogtol supplemental pertormaner measure which/s ased by oar management to evalaate oar operating pertormance and determine oar

operating financing and div/dead policies

Please see the limitations listed below assoc/ated with the ase atMPPO as compared to net income loss

Oar aalaatatioe otMFFO will enclade any gains lasses related to changes in estimated valoes atdeeivative /nstrtsmeots related to any interest ratr swaps which we

hold Altbangb we espeat to hold these instruments to maturity itwe were ta settle these instruments prior to matarity it waald have an impact on oar operations We

do not aorrently hold
nay

saab der/vate insteaments and thus ose calcalation otMFFO set torth in the table below does not reflect any soch esalasian

Oar cataototioo etMFFO wilt enolode any impaiswteat charges related to long-lived assets that hove boro writtea down to aoerrnt macbet valuations Althoogh these

losses will be inctaded in the cataoladon otnet income loss we will enelode them from MFFO becasso we believe doing so will more appropriately present the

operating peetoemanar otoar real estate investments on comparative basis We have oat recognized any sach impairment charges and thus oar aolculat/on otMFFO

set teeth in the table below does not reflect
any

saab esclosion
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Our calculation of MFFO will enclnde organizational and offering expenses and acquisition expenses payable to oar advisor Although these amaunts reduce net

income we fund such costs with proceeds from our offering and acqnisitianrelated indcbtednrss and do not consider these enpenses in the evaluation of our operating

performance and determining MFFO Oar calculation of MFFO set forth in the table below reflects soch exelasions

We brlirvr MFFO is oarEd to investors in evalaating how oar portfolio might pmforan after our offering and acquisition stage has been completed and usa result may provide

an indication of the suslainahility of our distributions in the fotore However as described in greater detail below MFFO should not be considered as an altemative to net income loss

or as an indication of our tiqssidity Many of she adjustments to MPPO are similar to adjustments required by SEC rules for the pmsentotion of pro farma bosiness combination

disclosures particalarly acquisition rxprnses gains or tosses recognized in business combinations and other activity not representative of fiature activities MFFO is also more

comparable in evalnating our performance rvcr time and as compared to other real estate companies which may not he as involved in acquisition activities or as affected by impairments

and athor non-oporating charges

MFFO has limitations as performance measure in an offering sach as oars where the price of share of cononon stock is stated valve and there is no net asset valve

determination daring the offering stage and for period thereafter MFFO is asefial in assisting management and investors in assessing the sastainability of operating performance in

future operating periods and/n particular after the offering and acquisition stages are complete and net asset value is disclosed MFFO is nato usefttl measure in evaluating net asset

valve becaase impairments are taken into account in determining net asset value bat not in determining MPFO Investors are cautioned that due lathe fact thut impairments ore based

on oslimatrd future undiscounted cash flows and gives the relatively limited term of our operations it could be difftcalt to rocover any impairment charges

The calculation of FF0 and MFFO may vary from entity to entity becouse capitalization aud expense policies lend to vary from entity to entity Consequently our presentation

of FF0 and MFFO may not ho comparable to other similarly titled measures presented by oshor REITs to addition FF0 and MFPO should not be considered as an allemalive to net

income loss or to cash flaws from operating activities and are not intended lobe used as liquidity measure indicative of cash flow available to fund oor cash needs In paetieolar as

we are currently in thr acquisition phase of oar life cycln acqaistiinn casts and other adjnsnnrnts which are increases to MFFO are and may contione to be significant use of cash

MFFO also encludes impairment charges ronlal revenoe adjustments and ameatized gains and losses related to certain other fair value adjasttnentu Accordingly both FF0 and MPFO
should be reviewed in connection with other 0AAP measurements

The table below summarizes our calculation of FF0 and MPFO foe the yeoes ended December 312012 and 2011 and reconciliation of such non-0AAF financial performance

measures to our net income toss

Year ended December 31

Net Income

Adjustments

Lpgprcciatiaaofrgalogtstoaoocior2llllj

Oain on disposition of hotel
property

AdjuotteSlfiftWooncoyttro1Iingiutecesls

Funds from Operations

4ityloinnoo

Loss from early extingoishment of debt

f$c4fitoch/unit-hased ceonpctSatiao

Amortization of deferred loan costs

Adjustments for noneonteotling interests

MoJtfcdFuodofram.Otinoatcon4r
tOfOs

2012 2011

L... ai 5iur 994113 944S

Tt S7$ $ig56

l3l0706 CD Ill

/.fl IL 39261Y ____________
324661 193 T40

466056 DC

T434d

39981 33013

3Lno no
123611 0295

cts $l44flyS 2I4rS04
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Off-Balance Sheet Arrangements

Av vf December 31 2512 we had ye off-balance shunt amangrments that have yr are reasonably likely tv haven current yr future effect nfl var financial rendition changes in

financial oonditinn rescuers nr espenses results of speratiens ltqutdtty capital enpendiEtres yr capital resnurces

Reluletl-Pnrly Transaclians nnd Agreemenle

We have entered jute agreements With our adviser and its affiliates whnnrby Wv have paid and may continue to pay certain feet so nr eeimbnesn certntn enpnnsns nf nun

advisne or its affiliates fee vequisision and odsisoty fees and enpenses financing eoordiaaoov fees orgaaievtron and vffering ensts sales rnmmissinns dealer manager fees asset and

property management fees and espenses leasing fees and reimbursement of certain operating costs Additionally we base entered inlajoint venture arrangements with affiltotes ef our

adviser in connection with the acquisition ef the Residence Ian prepenty and the Hyatt Place note See Item 13 Certain Rnlutivnships and Related Tnnnsactiens and Dteeeter

Independence and Note IReluted Forty Arrangements lathe consolidated financial statements included in Ibis Annual Report for discussion vf the sarinun related-panty

transactions agreements and fees

Snbsrqnrst gsentn

We evaluate subsequent events up until the dote the rnnsnliduted financial statements ore issoed

Staten nf Offering

We commenced out initial public olTening of up to $tl00000tJOO in shares nf nun canunon stock nfl April 15 2009 On Octnbrr 122012 the SEC declnrnd the regtstnattnn

statement fnr our follow-os effrning nffrctise and we terminated our initiul public offering We issned 1126253 shares of our rommen stack in our iniflal publtc effertng including 29500

shares issued pursuant to the DRIP resulting in gress offering proceeds tout of$l 0966728 As of March 19 2tt13 we bad uccepted investors subscntpttons fo and insund l5270t6

shares of our common stock in our initial public offering nod fallow-on offering including 43700 shares issued pursuant to the DRIP rnsultsng tn aggregate guess nffnrsng proceeds to

no ef$t4t33078

Distibaainns Der/nred

On December 31 2012 we declared distribution in the aggregate
umoent of$91381 ofwhirk $67200 Was paid in cask en Junuaty 15 2013 and $24181 wan potd pursuant

to

our distribution reinvestment plan in the form of additional sbnres of our common stork On January 312013 We denlured distnibatien tn 1kv aggnegatn amount of $93909 of wbtch

$68777 was paid inrush on February 152013 and $25132 was paid pursnant to our distribunion rninvestnsnnt plan tn tbn farm of vddtttonal shares of nun comtnott stock On February

28 2013 we drclornd distribution in the aggregate amount of $87090 of which $64602 wan paid in cash an March 152013 and $23296 wns paid pursuant In our dtsteibuttnn

reinvestment plan in the form of additional shares of our common stark

Potential Aeqninitirn

On february 112013 we entered into she Purehasr Agreement mInting lathe acquisitiou of Etyan Place hntnl property beyond in Oetmantnwn Tennessee or the Hyatt Place

betel from un uauffihivted third panty seller fnr us nggregule purchase price of$l 1300000 plus closing rants We intend to finunre the acquisition of the Hyatt Place hotel wtth

prererds freer our ongoing public offering and approsirnately $7600000 of indebtedness secured by the Hyntt Flare betel

Opened in August 2009 the Hyatt Place hotel features 127 guestrooms designed to accommndute estended visits with spurn for work study and entnrtainmrut The

gunstrooms fnunsre refrigerator 42 flat-panel HOTV Hyatt Orund fled and flenibtn workspace with tank lighting Other amnnttom sncludn Wt-Fr teternet access thrnughnut the hotel

24-hoer StayFittyHyats fitness center heuted outdoor pool and 24/7 guest kitchen and bakery cofd The Hyatt Flare betel offers 1025 square feet of flentble meeting space and offers

oll-inclasive meeting packages tailored to specific conporute and gennp teasel needs

The hyatt Flare betel is located in Oertnantown which isa suburb bordering east Memphis along Memphis Technology Cart/don It is within close pnasimoty lathe Pedtrn

World Headquarters the Frdtts Tech Headquarters Nike Thomas finus and Tournament Flnynrs Clab at Snuthwind Fodfls Corporntton or FodEn is the mast sigetficant employer in

tke Oenntnntosnn anau In 2012 PedEs filed $30.2 million building permit to comtrurt mined-use building in elate prnnirnity lathe Hyutt Place hotel This is port of FedEss plan to

invest upprosimutely $142 million in enpunding upgrading and consolidating its facilities which wilt include anew Air Operudens Trnining Center The project wtll include 250000

square fuot esponsion to FedEss Memphis fucililies und completion is cerrently esperted foe 2816
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Mediaa family income fee t3eneantowa equals $131557 as compared to the 2011 U.S average
ef $51413 In addition to iadnstey aad coatmeecial growth popnletioa growth in

Sennentown has increased by 16.5% since 2000 as compueed with the national growth nate of9.61%

The acquisition of theflyatt Place betel is sabjeetto sebstantial conditions in closing inclnding obtaining appropriate financing foethe acqssisitinn of the Hyatt Place

betel the tale of snfficient nambee cf shaees af ear conanon stack in one public offering to fund poetion of the peechase price for the Hyatt Place betel and the absence of

material adverse chanoe to the Hyatt Place hotel prioe to the dale of Ibe acquisition There is no assonance that we will close the ocqnisition of the Hyatt Place hotel on the tenos

deseribrd above on at all

ITEM 7A Qeentilatire and Qealitanirefliscleseren Abe en MacbetROth

Market risk is the adverse effect on the volue of financial instrument that results from change in interest rotes We maybe exposed to ioterest eate chaoges primarily as

resnlt of long-tene debt used to maintain liquidity fund copital expenditures and expand oar real estate investment portfolio and operations Market fluctuations in real estate finmcing

may affect the availability and cost of funds needed to expand one investttsent portfolio In addition restrictions
upon

the availability of real eoate fioancing or high interest rates foe

real estate loans coutd adversely affect one ability to dispose of real estate in the futore We will seek to limit the impact of inteeost rate changes on menings and cash flows and to tower

our everall boreowiog casts We may xse derivative financial instenments to hedge esposnres to changes in interest rates on loans secured by sue assets The market risk associated

with interest-eate contracts is managed by establishing and monitering pueumetern that limit the types nod degree nf market risk that muyho undefluken

With rrgucd to variable rate finnuring one advisor will assess one intrecst rate cash flow risk by continually identifying and monitoring changes in interest rate exposures thnt

may adversely impact expected future cash flows and by evaluating hedging opportunities One advisor will maintain risk management control systems tn monitor iotemst rate cash flow

risk attributable to both one ontstanding and forecasted debt obligations as well atone potential offsetting hedge positions While this hedging strategy will be designed to minimize

the impact on our net income and funds from operationo from chunges in interest rates the overall rentrns on your investment may be reduced

As of December 31 2012 all of ear outstanding indebtedness accrued interest at fixed nate and therefore an increase or decrease in inteerst rates would have no effect on our

toterost expense Interest rate fluctuations will generally not uffoct our future earnings or cash flows on use fined rate dobt anless snub instruments mature or nec othrrsvise terminated

However interest rate changes will affect the fair value of one fixed rate inomments Au we cxprcs to hold one fixed rate instraments to maturity and the amounts due under such

instruments would ho limited to the outstanding principal balance and any accrard and unpaid interest we do not expect thus fluctuations in interest rates and the resulting change in

fair value of our fixed rate instruments would hove signtificunt import on onr operations

The tobto below snmsnarizes one noses payable os of December 312012 based on tbrie maturity dates

Malerily flute

2013 2014 2010 2016 2017 Thereafter FairValneft

Liabilities

Noteu Puyuble

Ptxc4Enifl%.i4SSfr$ 449402 t26 485621 0064304 $C 36913 -v

0269282 170046%t

Adjustable Rate

ueensbraln2 -5St 4.% 4J6%- 4.l6%tY 4.06% 3.06% Qifi 3.99%

The fair value estimate of our fixed rule debt was estimoted using disrouxtrd cash flow unnlysis ntilicing rates we would expect to pay for debt of similar type and remaining

mntttrity if the loans were originoted at Derembre 312012

The acquisition note bran interest ala fixed rate of 3.00% pee annum through AugxO 212015 forthr period from August 212015 through the acquisition note maturity date of

May 52010 the ucqaisitien note will bear interest at fined rate equal to the Prime Rate in effect as of August 212015 minns fit 0.25% peovided shut in nu event will thu

interest rate exceed Ihe Moximnm Rule
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The weighted-average interest rate nf var fixed rate debt was 416% at Decembee 31 2012 The weighted-average interest rate repeeseats the aataal interest rate in effect at

December St 2012 At Deeemhee 31 2012 the fair valae af var fixed rate debt was $17964671 and the enreying valae af var fixed rate drbt was $17904671

We will vita he expased ta credit risk Credit risk lathe fnileee af the cenateeparty cv preferm under the terms uf the derivative ennteaet If the fate valve af denvatuve cnnlraet

is pasitive the eanatreparty wilt awe as which creates credit risk far as If the fair valve af derivative eantract is negative we will ewe the caanteepaety and eherefare do eat have

credit risk We will serbia minimize the credit risk in derivative imtrameats by entering inca Deansactiana with high-quality ceanteeparties We did net bald any derivative rantracts in

the years ended December 312012 and 2011

iTEM Financial Statements end Sepplemenlery Data

Due Censatidatrd Financial Statements and supplemeetaty data can be faund beginning an Page F-i af this Annual Repaei

ITEM Chengeu In ansI Disagreements with leeeenlente en Aeeeenzing and Financial Disclesere

On Febrttaey 72012 Funnell Kerr Farster af Texas P.C an FKF natified as that it enuld nat be cansiderrd an independent anditar far thr 2011 fiscal year breaasr Ft-F

prrpueed the tax rrrurns af Brett Meady On Februuiy 02012 aur baard af direetars and audit caimnitlre ureepted ihn rasignutian af PKF fram its engagnmrne as ear eagtstmrd

public aecaunting finn On Februauy 10 20t2 PKF visa aetifird us that it cauld nat be eansidared en independent audhar far the 2009 and 2010 fiscal years because FKF bad pmvuded

tax advice teether afftlintas af Mr Maedy As result PKF natifird us am audited ceenabdated financial stataments far the years ended December 31 2009 and 2010 included in ave

Annual Repart an Farm 10-K as filed with the SEC an March 312011 und the interim nnnndiied eansalidnted finneeini slalemreta far the three mantbn ended March 312011 en filed

with the SEC an Farm iO-Q an May 162011 the three and sin manths raded Jane 302011 flied with the SEC an Farm l0-Q an Angust 152011 and the three and nine manths ended

September 30 2011 us filed with the SEC an Farm tO-Q an Navember 142011 enuid nat be relied upen

On February 02012 eur audit eumminre engagad Frazier Dretar as its independent registered public aaaeunting firm We engaged Frazier Deeter iv arise as aur

independent registered pablia aeraunting finn far the 2011 fiscal yasr audit the 2009 and 2010 audited financial statamentu endS review the interim ransnludated finanrual

statements fee 2011 On May 82012 we engaged Frazier Deetm ta serve as eur independent registerad pabbe aereunting firm fee the 2012 fiscal
year

audil the 2012 financial

statemmts and eevirw the interim eanselidatrd financial etutrments far 2012

ITEM RN Centrals and Precederes

Elisrlasurr Canirala and Prncaderes

As ef the md af the periad eavrrcd by this Annual Repaet mnnngemrnt including var Chief Executive Officer and Chief Financial Officer evaluated the effectiveness nf the

design and eperutian ef aur disatasare eantrais and pracedures as defined in Rules 13u-15e and isd-l 5e under the Securities Enehangr Act af 1934 as amended Based apan and

us ef the date ef the rvstuatina nun Chief Esecetivr Officer and Chief Financial Officer eanetudad thai the disalasure eanmais end praceduras ware effective as af tba end nf the prriad

cavcred by this Annual Repart In ensure that infeematian required iv be disalasad in the repents we file and submit under the Exchange Act ts racerded pracassed sammanized and

repented as and when reqaierd Disciasare eanteals and pracedures include withaut limitutien eantrnis and prareduras designed in ensare that infannutian required ta hr diselased by

us in the reparte we file and sebmit under the Exchange Act is accumulated nnd eammunicutrd tu nun munugement includiug tar Chief Executive Officer and aur Chief Financial Officer

us upprupriata cv allew timely decisians regarding required diselasnm

Inirreal Cnninnl Ovrr Financial Repanting

Our munagcmenl is respansibir fee establishing and maintuining adequate internal contrul arm finsecial rrpurtisg as such term is
defined in Rule isa-tSl am lSd-l5l

pramulgated under the Exebnnga Act In cateteetinn with the prepanutian of this Annual Repert cue management assessed tha rffacdvenrss af nun internal cantrai aver financtul

erperting as af Decembar 312812 in making that assessment munugamant used the criteria set ferth by the Cammitter af Spnnsauing Organizatians af the Treadway Ceumaissuan

COSO in lutrrnul Cnntret-iateeratad Frumawark Based an its assassmant aur management believes that us af December 312012 eur intamut cant-al aver flauncial reperting was

effective bused en these criteria
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Changes in Internal Centrel ever Etnancinl Irteperting

There have been no ehangev in nor internal control over finaneinl reporting thot neearred doring the qoarlee ended December 312012 that have materiolly affected or are

reasonably Idsoly to materially affect oar internal control 000r financial reporting

ITEM 911 Other Imfermetiem

None
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PART Ill

ITEM 16 Directors Execaaiee Officers and Corperete Geeermance

Our current directors and executive officers and their respective ages and positives are listed below

Name Ae Pesilien

BrotxC.Moody
ChopoarChsOfflcero9PmsidFdt

Robert Engel 55 Chief Financial Officer Treasaree aad Secretory

Wtllmns Arsaulesag lB 4s c4M lodcpeadsldDaectoc

John Thompson 49 Independent
Oirecter

Chwles LJlom .1 ar $Zw dScrthpentjetatDimelor

Brett Meedy has served as oar Chairman of the Board Chief Executive Officer and Pmxident siace Jaustory 2559 the mouth in which our Company was formed He also

serves as Chief Executive Officer aud President of oar advisor Mr Meady founded Moody Mortgage Corpamtion in 1996 and has served as its Charrsssaa and Chief Execatrve Officer

since its focmatsou Mr Moody who has over 20 years ef coossttercial real estate expeeiersce has since guided the growth of hrs company
from mortgage company to fall servtce real

estate firm which includes affitiates Moody National Mortgage Corporation Meody National Realty Compauy Moody National Managemeat and Macdy Natscuat Development

Company aud their respective subsidiarim collectively refereed loan the Moody National Cempauies His primary mspoasibitities include overseeing real estate acqaisitious and

management as well as baildiug coachiag aad teadiag the Moody National Companies team of peofessiunals As Chairman ef the Buard and Chief Executive Officer of Moody National

Mortgage Corporation Mr Moody has closed aver 200 trarssactious totaling over $2 billion Prior to founding Meody National Mortgage Corporation Me Moody was financial

aaalyst for the Oaakum Mortgage Oraup now Live Oah Capital Mr Moody also serves as the Board of Directors of Foundation for the Facare the Yettowstoae Academy foe Al Rsxh

Children and the Palmer 0mg Abuse Peegeam

Our board of directors excluding Mr Moody has determined that she leadership positinas peexioasly aud cuereatly hctd by Mr Meody and the extensive experience Mr

Moody has accumulated from acquiring and managing invesrmeats in comsoercial real estate and debt have provided Mr Macdy with the experseaces
artnbxtes and shrIls necessary to

effectively rusty oat the duties and responsibilities of director Caasnqaeerly cur haord of directors has determined that Mr Moody is highly qaatrfied candidate foe dsrectoexhsp

and should therrfore cootixue to serve as one of our directors

Rebcre Engel has served an oar Chief Financial Officer cad Treosurm since January 2050 rIse month so whsch oar Compooy was fanned and Oscar Secretary since May

2015 In addition Me Engel also serves as the Chief Financial Officer Real Estate Development and Managemeus of the Macdy National Compasses position he has held since

September 2006 Prior to wcrhing at the Moody Nalioaal Companies Me Engel served as the Division Ccntxollee Real Estate Oevelepment and Management of BMS Marsagrment Inc

an enanee and mosagee of commercial and muhifamity peopeelies primarily in Hoestors Texan from May 250510 SepBmbrv 2g06 From November 199910 May 2005 Mr Enget served as

Cotateotler and Chief Pixaxciat Officer Real Estatc Devetopmersl and Mauagemeot for Haffitsars Mauagemesst Inc advisor to Hortmaa Cosassssercsat Properties REIT which prcvides

commercial real estate services Me Enget isa CPA and holds memberships is the American Institute of Certified Public Accountants and the Texas Saciety of Certified Public

Accountants Mr Enget is also CPM with membership in the Institute of Real Estate Management and CCIM as member of the CCIM taxtstato He isa licensed real estate braher

in the State of ycxan Mr Enget holds Series 7222427 62 and 63 licenses with FINRA Mr Engel has Bachelor cf Business Administmtian with Hsghmt Honors with
majee

in

Accounting from the University of Texas at Austin in Amtin Texas

William Armstrong Ill has served as one of our independent directors since Seprember 2009 the mouth in which oar Company was formed Mr Armstrong serves as

Chairman of the Board Chief Executive Officer and President of Stratus Properties Inc NASDAQ STRS real estate development company
that

acquires develops manages cod

sells residesriol and commercial real estate properties located primarily is the Austin Texas arm Mr Aesnxtmog has bees employed by Stratus Properties since sIx snceptson in 1992

served as Chief Pioanciat Officer aud Chief Operating Officer of Stratus Properties from 1996 Ic 1999 and has served as Chairman of the Board Chief Executive Officer and President of

Stratus Properties since 1998 Prier tojoising Stratus Praperties Me AemsBong was Vice President of Sconeablick Ootdmaa national real rstate iavestment banking and advisory firm

Mr Armstrong serves en the Finance Commirtee of the U.S Oreen Building Council Washingten D.C based non-profit orgaasoatson and ss member of the Urban Land lassimte and

the Real Estate Council of Aostio Mr Armstrcng received his B.A in Economics from the University of Colorado Denver
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Our board of directors excluding Mr Armntnong has determined that Mr Anostrongs previous leadership positions including directorships with ether organizations

primarily engaged in inventing in cenussercial real estate have provided Mt Annstnong with the experiences attributes nod skills necessary to effectively carry out the duties nod

responsibilities of director Consequeatly unr board of directors boo determined that Mt Armstrong ito highly qualified candidate for directorship and shoald therefore continue to

serve at one of ocr directors

Jahn Thampnoe has served as one of our independent directors since September 2005 the month in which our Company was formed Mt Thompson is the founder of

PinPoint Commercial which provides real estate services focusing on industrial senior housing and medical related prects primarily in Tesus As CEO of Pinpoint Commemial Mt

Thompson leads alt investment and development activities far the firm as well as overseeing the companys financial and maengrmeot operntions Friar to founding PinPoint

Commercial in 1990 Mt Thompson served man industrial bmbee with CB Richard Ellis Inc Mr Thompson received his Bachelor of Boniness Athssinisteation in Finance from the

University of Texas at Austin in Anstie Tesas

Oar baaed of directors esclnding Mc Thompson has determined that Mt Thompsons esperirnce managing investments in industrial and retail properties and beokering

industrial properties has provided Me Thnmpson with the enperiences attributes and skills necessary to effectively curry out the duties and respemsibilitim of director Consequently

cue beard of dircctors has determined that Mr Thompson is highly qualified candidate for directorship and shoald therefore continue to serve as one of eor directors

Charles More has served as one of oar independent directors since May 2012 Mr Horn jained Alliance Oata in 2009 as Evocative Vice President and Chief Financial Officer

after having served as Senior Vice President and Chief Financial officer as Builders Firstsourcr Inc since tPPP Friar to that Mr Horn was VP of finance and treasury forthe retail

operations of Pier Imparts Inc As CFO oar of Mr Horns primary responsibilities isle ensare that Alliance Oala maintains transparency aad consistency in financial reporting and

accounting practices across the enterprise Mr Hare alsn drives the companys investor relations strategy heading up communications with the investment community Mt Horn

eamed Bachelors degree in Business Administration from Abilrnr Christian University and an MBA from the University of Trsos at Austin Mr Horn is also Certified Public

Accanotant in the state of Texas is member of the Texas Society of CFAs and mrmbor of the American Institute of CFAs

Oar hnard of directors encluding Mr Horn bus deteresined that Mr Horns experience usa certified pabtic accountant and an officer of pabticly trnded company has

provided Mr Horn with the roperiroces attributes and skills necessary to effectively curry out the duties and responsibilities of director Consequently our board of directnrs has

determined that Mr Horn is highly qualified candidate for directorship and should thrrefaee cansinne to serve as 0c of eue directors

Aedit Cemmi tree

Oar board of directors has separntoly designated standing audit committee established in accordance with Section 3a1SA of the Exchange Act The audit comminee

meets ann regular basis at least qaartorly and more frequently as necessary The audit committees primary frsnctioas are to evnloatn and approve the services and fees of our

independent registered public accoanting firm toperiadienllyreview the auditors independence and to assist theboard of directors in frslfilling its oversight responsibilities by

reviewing the financial information lobe provided to the stockholders and others the system of intrrnol centrals which management has established and the audit and financial

reporting process The cormnt members of the oodit camminee are Meters William Armstrong HI Charies Horn and John Thompson all of whom are independent directors

Mr Horn corvently serves as the chairman of she audit committee and has bren designated by the bnard of directors as the audit constssioee financial export pursuant to the

eeqssirrments of ltrm d07dJ of Regulation S-K promulgated by the SEC under the Eochange Act

Ievoslmormt Csmmitleo

Oar board of directors has separately designated investment committee Our board of directors has delegated lv the investment committee certain respomibilities with

respect to investment in specific real tstate assets proposed by oar advisnr and the authority to review oar investment policies and procedures on an ongoing basis and recommend

any changes to oar bound of directors Oar invostmeot committee muss at all times be comprisod of majority of indopondont diroctans The investment cammitten is comprised of three

directors two of wham are independent directors The careont members of the investment committee am Messrs Brett Moody John Thompson and William Armstrong Ill with

Mr Moody serving as the chairman of the investment committee
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With respect to teat estate atseto the boned ef directors hat delegated to the iovestment committee the aathority ta appeeve all eeal property acqsrioitioou developmento and

diapatitions inclading real property portfolio ucqaititions developments and diapositions for parchase price total project coat or talea
pnce

of
ap

ta $30000000 including the

fiaaacieg of sach acqaititiona aad developmeats The hoard of directors including majority of the independent directors maul approve all real property acqarailt000 develapmeals

and dispositions iaclading teal peoperty par/folio acqoisitions devetopmeato and dispesitions foe peechase price total peoject east oe salet price geeateethaa $30000000 racladrag

the froascing of sach acqaisitions aod developments

Code Carrdrrct and Elhirs

We have adopted Code of Ethics mhich contains general gaideliaes for condoeting oar basiness and it designed to help directors employees nod rodepeodent conooltanlo

resoloe ethical issoes in aa increasingly comples boainess covirooment The Code of Ethics applies to all of oar officers inclading em pnncipol esecattve officer princrpol financial

officer and principal acc000ting officer nod peeoooo perfoemiog similar functions and oIl members of oar hoard of directors The Code of Ethics covers topics ioclading boa not lrmrted

to cooflie/s of ia/crest record keepiog oad reporting poymoets to foreign and U.S govoromont personnel and compliance mr/h tams rates and regalatrons We mrll peovrde to nay

person mi/hoot charge copy afoot Code of Ethios incladiog any amendments or maivoes open
meitten reqoest delivered to oar principal enecotive office a/the addreos Its/ed on the

cover page
of this Anneal Report

ITEM/I Exeeeeire Compeeaatioe

Cnmpenoation of our Esoentire Officero

Oar esecotive officers do sot receive compensation directly from on for services rendered /000 Au result me do not have nor has oar hoard of dreectoes eomidered

compeosutian policy for oar enecative officers As remIt me hove eat iscloded Compensation and Discusoion Analysis in this Annual Report oo Form 104

Each of oar oseeotivr officors ioolodiog each evocative officer mba serves ou direotor is 00 offloer or employee of oar advasor or rts affilsates and reoerves componsatron for

his or her serviors inctodiog services perfomsed on oar behalf from such entities See Item 13 Certain Relationshipo and Related Teaosaetions and Director tndependrnce belom for

discossian of fees paid to oar advisor and its affiliates

Cempensalien of ear Directors

The fotloming aoblo so/a forth oortain information regarding oompoosoaion ouraed by or paid to our directors during the
year

ended December 312012 Directors mho are also

oar esocative officers do not receive compensation for services rendered ova director

Restricted

Fers Earned nr Sleek CranIa All Other

Name Paid in Caah1 Cnmpensatien Total

flroflC.Moody TT fl $t
William Arrays/ron0 III 54000 25000 79000

JohofrThompaoo
.. $60QG0 Z5000 K/r

Lamrence Jones3 12000 01000

ChnolMLSSŁxn 4499D 75001 930N1

Total 160000 125000 255000

The amounts sbomn in this column include fees oamrd for attendance at board of director and committee meetingo and annual retainers as described belom under

Cash Compensation

As described belom under Independent Directors Compensation Plan oach of Messrs Aetna/rang flora and Thompsoa received gmna of 2300 shares apoa therr

reelection to the oar board of directors on August 14.2512./he dote of/ho unnout moeting ofourstoobholdoro Mr Ham receaved grant of 5000 aborts upoajoanrog

oar boord of directors on May 920/2 Amonots shoms reflect/he aggregate foir value of/ho shores af rrstnoted stock at of/he dote of grant computed an accordance

mi/h Financial Aoooasaing Standards Eoord Accounting Standards Codification Topic 710

On Febrsory 292012 Lomreoce Jones resigned as member of oar board of directors and forfeited 1250 anvesard restticted shares of common stock peevaonsly

grauted soder our independent directors compenuation plan
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We pay each of oar independent directors an amtual retainer of $519000 pIne $2000 per in-person board meeting attended $1500 pm ia-person committee meeting attended

and $1000 foe each telephonic mrrting provided however we do not pay an additional fee to our directors foe attending committee meeting when the committee meeting is held en

the same day nsa board meeting We also pay the audit committee chairperson an addirianul annual retainer af$ 10000 and reimburse all directors for reasonable not-of-pocket espenses
incurred in connection with attending baard meetings

Independent Directors Compensation Plan

We have approved and adopted an independent directors compensation plan which operates aso sob-plan af nor tang-term incentive ptan Under oar independent directors

compensation plan each of oar catrent independent directors received 5000 shares af restricted common stock when we mised the minimom offering amount of $2050000 in nor initiol

public offering Each new independent director that subsequently joins our baaed of directors receives 5000 shares of restricted stock an the date hr or shejoins the hoard of directors

In addition no the date of each of the first four annual meetings of stockholders at which an independent dieectae is re-elected lathe honed of directors he or she receives 2500
restricted shares Subject to certain conditions the restricted stack granted parsuant to the independent directors compensation ptan will vest and become non-forfeitable in equal

quarterly instatlmmts beginning on the first day of the first quarter following the date of grant As of December 31 201235000 shares of restricted common stock have been granted ta

oar independent directors and 1250 shares af restricted common stack have been forfeited by resigning independent director

Comptaaalion Cammillee Isrlerloclts nntl Insider Participation

We currently da not have compensation committee of our board of directors because we do not plan to pay any compensation to oar officers There are no intertachs or

insider participation as to compensation decisions required to be disclored pursuant tu SEC regulations

ITEM 12 Secarity Ownership of Certain Beneficial Owners and Management and Related Stockholder Maoers

Equity Compensation Plan Infarmasian

The following table provides information about our common stock that may be issaed
upon

the rsrrcise of options worruntt and rights nndcr one incentive award plan as of

December 31 2012

Nnmbor of Number uf

Seenriliea lobe Weighted- Securities

Issned Upon average
Enercise Remaining

Esercise of Price of Available far

Outstanding Outstanding Pntnre Issuance

Optinns Options Under Equity

Warrants and Warrants and Cumponsatiun

Plan Category Rights Righto Plans

EollflSipeusaUnmplapopppfovb3uecgrityboldctIS .1 .riAc
-- s. l9662Sl

Equity compensation plans not approved by security holders

TaSsl
1906250

Security Ownership of Renefscial Owners

The fotlowiog table sets forth the beneficial ownership of our common stock as of March 192013 for each person or group that holds more thsn 5.0% of oar oatstaading

shares of common stock foe each director and cnecntive officer and for our directors and esecutive officers as group To our knowledge each person that beneficially owns ear shares

of our commos stoch has note voting and disposition power with regard so such shares

Flee Moody N060eol Form Typo ID-K Purled 12131112 Job Namber q13-SOdrO
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Tho nddeess of ouch oumod boneficiol owner is c/u Moody Nutionsl SLIT Inc 6363 Woudwoy Drive Suite ItO Houston Tonos 77057

Under SEC rn/us person
is deemed to hen beneficiol owner of security if thur person bus nr shores nodeg pomne which includes the

power Indispose of or to direct

rho disposition of such security person ulso is deemed to ben brnefsciol owner of
nny

securities which/hut person hos right to ncqurre mithmn 60 dnys Under these rules

more thou one prrsnn muy be deemed lobe beneficiol owner of the some securities ond prrsnn msy he deemed tn ben beneficiol owner of secnntsrs ns On which be or she

boo on economic or pecunisty interest

Inc/odes 27774 sbnres owned by Moody Nutionot SLIT Sponsor LLC Moody Norionol EDIT Sponsor LLC is indirectly owned ond content/ed by Mr Moody

ITEM 13 Certein Reletiennhips end Adored Trennoeiiens end Dirersnr Independence

Ownorultip Intorestt

On Pcbruosy 19 2808 our sponsor puechosed 22222 shares of our common stocb or 59.00 per shnm for nn oggee5nte puechosu price of $200500 and wos odmitted us our ins/rot

stockholder On April 25 2008 Moody Notiooo/ LPOP LLC nr Moody LPOP mode on initint capitot contribution of $1000 to oar opemting pnrtoorship in exeboego for tOO cumsssue

units nod our offilio/r Moody OP Holdings LLC or Moody Holdings contributed $1005 to oar operntin5 psstnership so excbnssge for 100 sprcsut units

As of December 3120/2 Moody LPOP owned less thsn 1% of the eutstoediog limited partnership interests in our opeesling purtoeesbrp sod Moody Ho/dregs owned 100% of

the sprciul asits issued by our operoliog purtureship We are the sole geoeeol porteer of our operudeg poetecesbip nod own opprosimately 00% of the/smiled pormeesbrp uoils of our

upreuting porteership Moody Holdings ownership interest of the specint units entitles ittu subordiootudpurlicipntios in which it will receive 15% of specified disteibudons made

upon
the disposition of our uperodng portsserships ossets nod none-time psyment io the form of shnres of our common stuob or promissory note in conjunction with the

redemption of the speciol units upon the uccumesee of cerIum liquidity events or upon the uccumeere of certain enentu thnt result inn teemiestiou or noo-reeewnl of one ndvisory

agreement but in each cnse only ofter the other holders of our operatiog purtuerships units including us bsve received or bone been deemed to hsve received to the nggrrgste

cumulutive distributious equol to their cspitsl contributions plus no 8.0% cumulstive nue-compruoded snuoul pre-tss eettsrn on their net cootribulioos As the holder of speciol units

Moody Holdings is nut entitled to receive soy other distributions

We buve not paid ony
distributions to Moody Holdings puesuont to its suburdiested purticipotiuss snserest

Reuideuee Ittit Preperty

On Muy 272810 mu suquired our interest in the Residmue lee property through Moody Notional Rt Perimeter JV LLC or the joins venture The joint venture purubnsnd the

property interests in the Residence Inn property held collectively by twenty-seven Ironer-in-common owners or the seller The setter ocqnired the Residence Inn property porsnoot to

on offering of sonnet-/u-common interests sponsored by one of our uffiliotes nod the joint venture ogreed to puerhuse the property reconnection with the restructuring of the eerstsng

ftessscieg secured by the property We umned u75% interest in the joint venture through our indirect subsidisry Moody Notiousl Perimeter EDIT Member LLC or the EDIT

Member Moody Notions/RI Perimeter TO LLC limited liubility company wholly owned by fireS Moody oar Chuiemsu of the Boned nod Chief Esecudve Officer or the Moody

Member owned 25% mrmbershrp ioterest in the joint venture The Residence Ion property woo sold ten third puny buyer on August 23 2012

REIT Member served as the mssnger
of the joins venture Under the recess of the joint vmtum agreement SLIT Member received 100% of essh from operations until it

hod received eumulssive distributions equal ton 10% per uooum eumutssive eon-compounded return units invested cspitsl or the prefeeeed return Under the terms of she juror venture

ngrermeet 00cr SLIT Mrmbrr received the perfrnrd return Moody Member mon retitled Is receive /08% of cash from uperntioos until it bud received cumulotive distributions

rqssl tos 10% per suoum comulotive eon-compounded return units invested copitol Therrufrur ench member wns entitled to receive distributions is uccordance with their respective

peeceetuge interests Oistriburiues cunstituriog return of ropitul were pord in the some pnonty

Number ngShoret Percent nE

Nume ned Addrett nEBeeeficiol Owner1 Benefietolly Owned2 All Shures

BftIICMSdyQ etvrt Mvoc
en /Sws

Ruben Engel

WsHmtmjeqrssBtg52U ra ZX1 615 $lfl%
John Thompson 11615 0.7%

CbfSL51uoo -rtr/--
All Diereturs sod Exoculive Officers oso group 58504 5.7%
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On Mey 27 2010 in cennectian with the eequisitinn ef the Residence len prepeety the REIT Member issaed premisseey nete in fever ef the Meedy Member in the

nggregete pnincipel enveant ef $200000 The entire pnincipel emeant ef the peemissary nete end all ecereed and anpeid interest theman wet dee end peynbie in fisH en Mey 272011 On

June 92011 the 6.011 TV Member end the Meady Member entered inte en emendment te the peamissery ante effective es nf Jene 32011 thet enteeded the metatity dete ef the

penmissany cute far en edditieeet yeee te Mey 27 2012 The napeid pnincipel emeent ef the penmissery ante here interest ate rate ef 1.25% pee esnam The entire peineipel emnant ef

the penmiasesy nate end eli eccened end sspeid interest theeenn wet peid in fell en Mey 272012

Hyatt Piece Nete

On Jnee 32011 end effective es af Mey 52011 we ecqeired ejaint yen/em interest in the Hyett Piece nntr which wet isseed by Meedy Netieset HP Ompevine Tents

Detewere stetutery trnst established by effshetm ef ear spnnsar en the tryst We ecqeired the HyeO Piece nate theeagh eaejeint ventare MNHP Nete Hntdee LLC Deleweee limited

liebility enmpeey en the setejaint ventane Under the tenses ef the epemting egreement fer the netejaist ventare ear epesating pertneeship initielly ewned en eppensimetety 73.5%

membership interest in the cute jams veatsee end certein heidees ef ewnership interests in the trast erthe least members initielly celiectively ewned en eppranimetely 12.5%

membership interest in the cute jams veneere As af December 312012 em aperetiag pertnership bed mede edditienel cepitel ceeteibatians te the nate jeint venture eta recall af

which ear aperating pertnerthips membership ieserest in the ante jaint venture increased ta 74.5% end the ceitective membership interest in the aetejeint venture af the tnest members

bet deeneeved te lt.3% As af December 2012 MeadyNesienel Meetgege Cetpaeetiaa en Macdy Net/anti Mertgege es effrliete af eec specter award en eppennimeteiy 14%

membership interest in the ante jaint venture which Meedy Natieeei Mnrtgege received es ceasideretina far penviding geerenty af the nate jams ventures abtigetiens enden the

acqaisitian nate

Parsaant tn the teems ef the antejaint venture egreement Meady Net/anal Mnetgage is entitled te receive appeanhnnteiy 14% af all disteibetinns ef cesh 11am apreetians af the

natejaint venture end ave nperetisg partnership end the ether jaint ventare members err entitled In receive the remeiniag eppennimetety 06% af disteibntiant af cesh ftum npemtinns af

the ante jnint ventere in prapnetias te their respective membership iaterestn in the jams venture The ante jaint venture egreement pravides thet cesh praceeds theme sale enehenge

refinencing ar ether dispnsitian ef the Hyatt PIece ante will be distribated as failawa Crest Ca eech member ef the nntejnint venture is penpertina te their respective aaretueaed

cepitel cantribetiass ta the aete jnint venture antil each members aneetuened cepitel eantribatinas heve been redaced tn zen serand te MandyNatinenl Martgage until Macdy
Natinani Martgnge bet been distribated en emneat eqnal ta eppranimately 14% af nil disteibetions mede Ic all members ef the satejaist venture inclssive ef eti pr/ar ti/ste/bat/nat end

thereafter appennimetely 14% tn Meady Netienel Martgege end eppranimetely 66% tn ace apeentiag parteership and the ether nate jaint veetare members ie prepnrtina ta their

respective membership interests in the antejaist venture Is edditian se leng es Mandy Netiaael Mnetgege ne Macdy Netianal Menagemeat L.P en nfflliete af ear spenser ar

Mendy Netianei Menegemeat bet
any natstnndiag gearanty ef any indebtedness af the antejeint venture ear npereting peetnership wi/I in gand fe/tb ceasalt with Macdy

Natiaaei Martgage and cansider nay prepasels ye reenmmeadntiaas ef Mendy Natianel Martgage regarding any pnssibie refinancing af indebtedness as the Hyett Ptece nate ne nay

vele af the Hyett Piece ante end
eny

sale af the Hyett Piece ante will eeqaire the ceasent af Meady Netianat Martgege which censeat wilt nat be aareasnanbiy withheld Parseant

te thejaist veeture egmement na member nf the nate jams venture may teensfer alice pans ef its membership inteeest ie the natejeist ventum witheat the pr/ar weiaee canseat nfnar

npeeetiag peetsership

Oar Relelleethips witb eer Adviter eed ear Spearer

Oar adviser Mnady Netianet Adviser LLC sapervises end
menages ear dey-te-dey eperetiane end setects ann rent penpeety investments end real entete-related

iavesaaents snbjecs tn the aversight by ear beard ef direesnes Oser edvisar elsa pravides meelcetieg sales end client services an ear behalf Oar edviser wet farmed in Janseny 2000

and is isdimetly aweed by ear spassar MaedyNatiaaai 0.011 Spansar LLC Me Mnady ear Cheiemen af the Baned Chief Enecative Officer ead Pert/dent else serves as the Chief

Evecative Officer af ear spnnsae end eve edvisnr All af ear afficers end direetnes ether then oar indepesdent directnrs eec efficeen af ear edviaae end serve end may serve in the

fl.rtuee ether affihetes nf ear adviser

Fees end Expeese Reirabarseraears Feid cc eerAdriaar

Pvrsaast tn the advisary egreement with ear edvisne we pay nyc adviser ar its affiliates the fees deter/bed belnw

alt/I
We pay ear adviser en aeqaisitina fee eqael ta 1.5% nft the cnst af investenests we acqaire directly nr ear nilecabie enst ef investmests acqaired in ejniat

venture each case tactadiag panchase price acqaisitina espesses and any debt at/ribatable In tech isvestenents With respect ta investmests ia ead eriginatias af

eeat estate-related laces we will pay an erigiantian fee tense adviser is lien af en acqnistiiaa fee As af December31 20t2 we had pnid as aeqnisidna fee nfSlOO000

tease ndvrsne In cansectina with the ncqnisitinn nf the Wnndlasds penpeety Oar adviser waived its acqnisitins fee in cnneeetina with the ecquisitine ef bath the

Residence Inn prnpcrty sad the Hyatt Place nete
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.0 We pay ave advivor an ueigieatiav fee equal to 1.5% of tbe amount fended by vs to ecqvire or originate real estate-related leant including third party espenses related

to voeb iuvevlmentv and aay debt weave to fend the acquivition or origination of tbe real evtate-related loans We will not pay an acquisition fee witb respect so sorb

real estate-related loves As of December 312512 we had not paid our advisor any originative fees

.1111
We

pay eve advisor an annual asset menegement fee Ibut is payable moetidy in ye amount equal to ene-lwelftb of 1.0% of tbe sees of the aggregate cost before non

cvsb reset-yes and depreciation of all assess we own aed of our investments injoint ventures as month end Poe the
yeats

ended December 31 2011 aed 2012 we

incurred $137541 and $33303 in asset management fees payeble lover advisor respectively

.011 We pay nyc advisor debt financing fee equal to 1.0% of the omoent available under any lean or line of credit we obtain nnd eec to ocquiee properties or ether

permitted investments which will be in ndditinn to the ucqeisition fee poid to our vdvisoe Our advisor may pvy some scull nf sech debt financing fees In third parties

if it sulscnntrerts to ceerdinate financing focus We will not pey debt financing fee with respect to the refinancing nf reel estete asset aleendy refinanced for

which our adyisne received fee and loan proceeds frees
any

line of credit until such time as we have invested all net offering peoceeds As of December 31 2012

we had not paid our advisor vey debt financing fees due to the fact that our advisor waived its debt financing fee in connection with the financing nf the Residence

Inn property end the Flynn Place note

.1111
If vue advisor providev substantial amount of services in connectina with the sole of prepeety ye other investment we will pay vue edvisor dispnsilion fee of

3.0% of the conteact salet price which may be in addition to real estate cossunissions paid loan nnufliliated party prnvided that the total real estate commissiem

including the disposition fee paid to all parties does not esceed 5.0% of the cnnsmct sales price of each property sold With respect to property held in joint

venture the foregoing commission will be reduced toe peecenlugn
of such emovets reflecting eve ecenomic inteeeut iv the joint venture As nf Decembee 312012 we

bed not paid our advisor any disposition fees

.011 Wheee we engage Meedy National Hospitality Manvgemenl LLC as our property monuger we pay Meody National Hnspitutity Management LLC market-based

property management fee in cennectine with the opemlion and management of properties As of December 31 2012 we bad paid Moody Nusienel Hospitality

Management LLC management fees of $13102 and accounting fees of $2500

In addition to the fees we pay to our advisor pursuant to the advisoty ugreement we also reimburse nor adviser for she fe/lowing costs end
espenses

nLJ Our organizatinn end efferiug costs are incarrnd by our advisoe on our behulf Pursuant to ear advisosy agreement with our advisor we ore obligated to reimburse our

advisor or its affiliates as applicable foe organization and offering costs iecarrnd by our advisor on our behalf associated with poblic offering bos only to the entent

that such reimbursements dv not encend actual eepenses incurred by our advisor and would not cause sales commissivus she dealer manager fee and other

organization and offering rests borne by us to curved 15.0% of grnss offering proceeds from the sale of our shares in our public effering as of the date of

reimbursement Within 60 days of the last day of month in which public offering ends our advisor is obligated to reimburse us lathe entent organization end

offering costs including sales commissions and dealer manager fees incurred byes in the completed public offering escend 15.0% of the gross offering proceeds

frey the sale of eve shares of common stock in tech completed public efferiug As of December 31 2012 blot offering costs were $4132374 foe the initial public

offering and $74b048 for the follow-on afforiag Organizadon costs were $20003 for the initial public offering Offering costs ef $946944 and $184570 were incurred

directly byes for the initial and follow-on offerings eespmtively We have reimbmsed our advisor for $25083 In organization costs and $742134 in nffenng costs for

the initial public offering nnd $583324 in offering cntts foe the follow-on nffnring We have $451 got receivable from em advisor foe offering costs which is recorded

even offset In additional paid-in capital The remaioing $2903243 in offering costa is not liability of nuts because such costs esceed the 15% limit desceibed above

Oar ioitiat public offering termioaled on October 122012 Pursuant to the edvisory agreement within 60 days following the last day of the month in which the initial

public offering terminates one adviser most reimbarse us to the entent that the organization and offering costs borne by vs in connection with the initial public

offering zuceed the 15% ef the gross offering pencoeds teas from our initial public offering Oeganizatsnn and offenng costs borne byes In cenneetson with the susttal

public offering did nut esceed 15% ef the gross offering proceeds bus from our initial public offering
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.0 We will reimburse oar adviser fur all operating expenses paid or incurred by our advisor in cennection with the services penvided to us subject Ia the limitation that

we will vet reimburse one adviser fur nay amount by which nur nprrating expenses including the asset management fee at the end ef the fear preceding fiscal

quarters exceeds the
greater

of 12% of our average
inveoled assets or 25% of our net income determined withuut reduction fur

any
additions to reservea for

depreciation bad debts or other similar eon-cash rcsrrvra and excluding any gain from the sale af ear assets for thet period or the 2%125% limitation

Notwithstanding the above we mayreimburse our advisor for operating eupeases in excess of tbis limitation if majority of the iadependent directors determines that

sncb mccxx expenses ore justifrrd boxed on unusual and nou-rmuering factors Per the four fiscal quarters ended December 312012 our total operuting expeusm

wme $970563 which included $136276 in operating expmsrs
incurred directly by us and $032205 incaered hyena advisor on oar behalf Of the $970563 in total

operating expenses incurred during the four fiscal qaaesers ended December 312012 $59960t exceeded the ct//25% limitation and is not our obligation Such excess

ameunt maybe reimbursed to our advisor by us in the fixture upon appreval by oar board of directors Additionally our advisor has incurred $2499553 in operating

expenses en ear behalf prior so the four fiscal quarters ended Oecember 312012 Subject to future determination by our beard of directors this amount is net

reimbursable to cur advisor nor an obligation of ours Our advisor waived all expenses reimbursable to it far the seven fiscal quarters ended December 312012 Our

advisor further acknowledged that all
expenses

incurred directly by us and incurred by our advisor on ear behalf dariug the waiver period shall be paid by our advisor

on behalf of as Total reimbursable expenses for she year ended December 312012 our total operating expeases as peremlage of avrrage invested assets and net

income were 1.0%

.D We reimburse ear adviser for acquisition expenses incurred related to the selection and acquisition of real property investments and real estate-related investments

As of December 312012 we had net reimbursed our advisor far any acquisition rxprnsrs

Oar advisory agreemeat has one-year term oupiriag April 15 2013 subject to an antinsited uumber of sueemsive one-year renewals
upon

mutual consent of the parties We

may terminate the advisory agreement without cause or peantty upon 60 days wriorn notice and inunediatety far cause erupen the bankruptcy ef our advisor If we terminate the

advisory agreement we will pay our adviser all unpaid reimbursements ef expenses aud all curved but unpaid fees

$elliaE Cemmhsiens and Ems Paid te ear Dealer Manager

The dealer manager for our offering of common ntach ix Moody Securities LLC wholly awxed subsidiary of our sponsor Our dealer manager isa licensed broker-dealer

registered with PINISA As the denIer manuger for our offering Moody Securities is entitled to certain denIer maunger fees setting commissions oud reimbursements relating to ear

effering Our dealer manager agreomeat with Moody Securities provides far the futtewing compensation

.55 We pay oar dealer manager setting cenussissions of up to 6.5% of the gross offering proceeds from the sale of our shares in our continuous public offering all of which

maybe mallnwed so participating broker-dealers No selling cammissiom are paid for sales pursuant to our distribution reinvestment plan As of December 312012

we had paid our dealer manager $090704 in selling cammimians

.55 We pey oar dealer manager dealer manager fec of 3.5% of the gross offering proceeds from the sub of our shares in our continuous public afforing portion of

which may be real/awed to participating breker-dealees No deater manager fees are paid far sales pursaanl to our distribatian reinventanent plan As of Decembre 31

2gl2 we had paid our dealer manager $230709 in dealer manager foes

.51/ We reimburse she dealer
manager

sad participating broker-dealers for beaajido due diligence expenses of up 100.5% of the gross offering proceeds from the sale of

our shares in our centinuous public offering including shares sold pursuant to our distribution reinvestment plan These due ditigeace expenses wilt not include legal

fees or expenses or ant-of-packet expenses incurred in connrction with sotioiting broker dealers to participate ix ouc continuous public offering and we have the right

to require detailed and itemiard invoices for any such expenses We will also reimburse our dealer manager for legal foes and exprmrs travel food and tadging for

employees of the dealer manager sponsor training and education meetings attendance fees and expense reimbursements for broker-dealer apunsored conferences

anondance fees and
expenses

for industry sponsored cnaferencrs and informstional seminars subject lathe limitations included in oar dealer manager agreement

As of December 31 2012 our dealer manager had iecurved no such expenses

62



Filer Moody Natoeal Form Type IS-IC Period 12131/12 Job Number ql3-0048O Rev -ROT DEFINED- Sequence 66

Sebmiouioo Oeeoment Name mne-tok_123112.htrn Saved Prioted 3t29/2St3 161135

6alltyqaality Deocnipban Annual Report -NOT DEFINED- Created eoieg EOOARizerAgenl

Apprenal efitelated Party Traasactieao

Our board of directory iocboliog oar iudependent tlireetoro hut eoamioed the material teemo factory aud circumulaoceo oorrenndtug the tvanoactioev aod aerungemeuto

deocribed above On the batty of ouch enaminativa aur hoard of directaro incladiug eve iadepeedeut directoro hat detennined that ouch teanoactiaao are fair and reaooaable teat aod

vu teemo and cenditiouo not leto faveeable tout thee thooe available from oaaffiliated third paetieo

Ceefliet Reoulutien Preceduree

Ao diycuooed above we are nnbject to potential coatlicto of intereot arioiog out of our retationohip with oar advioar aud itt afftltatm Theoe coafltcto may relate to

ccmpeuoation oreangemento
the allocation ef iuveytment appaetanitieo the terrno aad coaditiono vu which variooo tramactiono might be catered into by at aud eve advtoae or too

affoliateo and ether oituatiauy ia which oar intereyto may differ from thoor of our advinor or ito affoliateo We have adopted the procedarao vet forth below to addreoo rhene pateutial

conDicto of ioteeont

Priority A/Ieee/ion of lnrentment Opporrnnitieo

Our advivor bay agreed that we mitt have the firot eppertuoity to acquire auy iuveytmeut ieee ieeame-peodaciag retatl property
ideotifiod by our opooner or adviour that macto

ear iuveotmeot criteria for which we hove oafticieot uoioveoted fando Oar adviooe wilt muhe thio determioation in good faith Oar board of directory locladiog the indepoodeot

directorn baa daty to enuure that the method coed by our adviour fur the ultoeutiou of the aequioitien of reet rotate ayoeto by two or mere alTdiatrd peogramo teebing to aeqatre oimilar

typen yfreel en/ate anoeto it reaoanable audio applied fairly to no

lndrpendena Direr/era

Oar iodepandent directarn acting an group will revolve peteotiat cooDicto of intemat wheorvee they determine that the exeectoe of tadepuedmtjadEment by the board of

directory er oar odviyor or i/o aftiliatet coald reaoonably be campramived However the independeot directory may net tahe
any action which uader Maryland low meat be tahm by the

cutter booed of directory yr which iv otherwiye eat within their authority The independent directory ana group aye authoriaed to retata thete own legal and financial advtooeo Among

the mat/era we enpect the independeat directorate review and act apea are

TT the continaatian yenewut yr enforcement of ear agreemeatn with ear adviyyr and
i/a afftliatey iaclndirg the advioaty agreement and the agreemmt wtth oar dealer

manager

lTl teanaactiynn with ufftliatey iaclndiag ane directory and afftceen

TT awardo under aur long-term incenttve plan and

UT paeoait of potential liqaidity event

Cernprnouaion lace/ring Oar Ac/c/nor end i/n Afflhielen

One independent directory will evaluate at teayt aunuatly whether the cempenoation that we contract to pay to vue advinor and ito affiliatey in reanonabte in relation to the

nature and quality of nervicro performed aed that oach compenoatian in within the timito preocnibed by our charter The modependeat dreectom will oupervine the perfoetnance of our

advinar end ito aft/ha/co and the cempeooatiaa we pay to them to drtrruniae that the proviniano of oar compenoatton urrangemento are betng performed uppeapnately Thtn rvalaatien

will behaved ao the factory yet forth below at well ay any ether factory deemed relevant by the iodepeadeet directory

TT the quality aod entent of the neevicey and advice famiohed by ear advitar

.Ti the amaaut of fern paid to oar odviner in relation to the nice compavitiea and performancu of eve toveotmento
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.51 the success of oar edvivvr in generating investment oppartanities thet meet eec ievestment abjectives

22 rates charged to ether externally advised IFEITs aed similer investors by advisers performing similar services

.52 additional revraaes eraliard by ear advisor end its affiliates through their relationship with as whether we pay them ye tbey are paid by albert with wham we do

bassness

.1111 tbe perfermance of our investments inctadiag income conservative and appreciative of capital frequency af preblrm investments and competence in dealing with

distress sitaatioas aad

.1111 the qaality of oar investments relative lathe investments generated by oar adviser for its own account

The independent directors shall record these factors in the minotes of the meetings ae which they make sach rvataations

Aeqalnitiona Leases and Sales Inrnleing Affiliates

We will not acquire or lease real estate assets in which our adviser ar its affiliates yr any of oar directors has an interest without determination by majority of the direetars

not otherwise interested in the transaction including majority afthe independent directors that such transaction is fair and reasonable to as and at price toes no greater than the

cost of the asset to our adviser or its affiliates or such director unless there is substantial justificatian for any amount that enereds sach cost and such rserss amount is determined to

be reasonable In no event will we acquire any property at an amaunt in escess nf its appraised value as determined by an independent appraiser We will not seller lease real estate

assets to oar adviser or its affiliates ar to oar directors unless as required by oar charter majority of the directars not otherwise interested in the tsaasnetion including majority of

the independent directors determine the transaction is fair and reasnanblr toss

Mortgage Loans Inralring Affiliates

Oar charter prohibits us from investing in or making mnrtgagr loans including when the tramaction is with oar advisor or oar directars or any of their affiliates unless an

independent espert appraises the anderlying praperty We must keep the appraisal for at least five
years

and makr it availablr for inspection and deplicatian by any of ear steckbelders

In addition we most ebtnin mortgagees or owners title insaraner policy or ceasmitmcat as to the priority of the mortgage or the condition of the title Oar charter prohibits as from

making reinvesting in any mortgage loans that are sabordinate to any lien or other indebtedness of our advisor our directors or any of their affiliates

Isananee nf Options and Warrants La Certain Affiliates

Oar charter prohibits the issuance of options or warrants to parchaae our common stock ta aar advisar our directors or any of their affiliates on ternsn more favorable than

we would offer such options or warrants to unaffiliated third parties or in excess of an amount equal to 10.0% af our eutstaoding common stock on the date of grant

Repaeehane nf Shares nfCnmsnen Stork

Our charter prohibits us from paying fee ta ear advisor or ear dircotors or any of their affilintrs in connection with oar repuwhase or redemption af our common stech

Loans and Expense Reimbaesemeutn InrolringAffifiates

We will not make
any

leans to ear adviser or our directors or my of their affiliates except mortgage loans for which an appraisal is obtained from an independent appraiser In

addstion we will net borrow from these persons unless the independent directors approve the trausactien as bring fair competitive and cnmmrreially reasonable and no less favorable

tn us than comparable boss between anaffiliatrd parties These rmtrictiens on teens will only apply to advances of cash that ace casnseoaly viewed as Inans as determined by the

beard of directors tsy way of essmple only the prohibition en loans weuld not restrict advances of cash for Irgal espenms yr other costs incarred usa result of any legal actien far

which indemnification is beisg sought nor woald the prohibition limit our ability to advance reimbursable expenses incurred by directars or officers or oar adviser yr its affiliates
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Ia additive vvv dirrcivns and vfftcees aed eve adviser avd its alOiliatev wit be emtitted tv reimbarseteemt at cyst fat actual espemsea imeanred by them am behalf ef mu arjaini

veutures is which we are ajeini venture panteer subject/v the limitative am reimbursement af eperating empenses te the es/eel that they emceed the 2%/25% limitatien

Directer Iitdependeace

We have fear-member beaed af dieectare Ome ef eur dieecters Brett Meedy im affiliated with sue speaner mad its affitiates aed we dv mat ceasidrr Mr Macdy te be am

independeet directsr The three rrmaieimg dimcters qualir as indrpemdest dirresars as defined in ave charter in rampliemce with the seqairemrmts ef the Neeth Americas Securities

Admiets/ratars Assaciatians Statement ef Pelicy Regarding Real Estate Investreret Trusts A/theagh sue shares are set listed em amy natiemal securities cschange eve isdependeat

directers ace indepesdent as defised by the New Yerk Stech Emchsngr

Our charter prevides that majerity af the directees must be isdependest directars As defiaed is ear charter an iadependest directee is perses whe is net en the date

efdrterrnssatsan aed within the last twa
years

0-em the date ef detenrsinatiea has sat berm directly cc imdirectty assaciated with eur speesee er sue adviserby virtue efl ewnership

af as imterest is ear speesse ear adviser er amy ef their affiliates ether than us empteysaseet by eur spanser sue adviser er amy
ef their affiliates service as am afficer yr

dieectur ef eve speasee eur edvisar er any
ef their affiliates ether thaa as aer ef ear directers prefereaaace af services athm than as directer far us service as directer er

trustee ef mere Ihats three real estate ievestment trusts erganizrd by eve spenser yr advised by eur adviser ar maietenaece ef material business or prefessianal eelatieaship with

ear spaesae ear adviser or any af their affiliates business er prefessienal relatienship is cessidered matrritl if the aggregate grass revenue derived by the dirccter Oem the

speaser
the adviser and their affiliates enclading fees fer serviag as eon af eve directers yr ether REIT cereal estate pregram urganired yr advised yr managed by the adviser ye its

affiliates eucreds 5.0% ef either the directers amsual gress revenue daring either ef the last/we years ar the directers met wyeth en fair market value basis An iedieect assaciatiam

with the spsssee er/he adviser shall include ciecums/unces is which directors epuuae parent child sibliag mether- or father-is-lew sea-er dnughser-ie-law ee bee/her-er sister-is

lam is er has been assecia/nd wi/h the spenser the adviser amy
sf/heir affiliates er with us Nyse sf sur isdepesdest directers face cenflicts af interest hecaase ef affi/iaiisas with

ether
pregrams spesseend by eur spensee and its affiliates

Currently Prapasrd Traasactiaas

Thrrr see me currently pespesed me/nrisl /ramsac/iees wi/h related presses a/her than these covered by the terms sf/he ageeemre/s described abeve

ITEM 14 PrinciaalAcccumeamt Fees amdSeeiceu

ladrpendeal Registered Pabltc Acceauting Firm

Orbit/n Teuchn LLF er Deleilte served as sur indnpnsdes/ regis/nerd public acceunsing fine and previdnd certain Ian and s/her services/s us frem January IS 2008 the

date ef eve fenisatien Is Nevembee 2010 Os Nsvcmbrr 42010 we and Drlciun mutually agmnd lathe cessa/isu ef Delsi/Ins eagagnmnst as cue iadeprndnml regis/nerd public

acceansing firm upan thr cemplrsies yf Dnleiues review yf eve is/enim csndnnsed ceoselida/ed financial imfsrmatisn as ef mud far the three and mime mem/h perieds ruded September

302010 During 2011 amd 2012 Dr/si/tn prvvidnd tan amd certain review services/v vs The dncisiss iv chuoge sue indrpmdens registered public acceastiag finn was appreved by the

audit rem/mi/tee ef eve beard sf dieecsaes Os Nsvrmben 82010 the audit cemmitire sf ear beard ef dime/en appreved the eagagemesi af Fasnell Rem Pars/er ef Tenus P.C yr P0-F as

ear iodnpnsdeni regis/med public accsvs/iag finn fee the fiscal yrsrs nediog December 312810 amd 2011 As discussed in Item Changes in and Disagreements wi/h Acceanianis en

Acceussing sod Finsacial Disclesurn FKF ersignnd as eve asdiler en Fnbrvasy 2012 and sor audit cemmi//en apyeiatnd Frazier Dee/ne LLC yr Frazier Ore/ne as cur new

indepesdeni audi/se Os May 82012 we esgagnd Frazier Den/nets serve as eve independent regis/nerd public ecceumsing finn fee the 2012 fiscnl ynan audit the 2012 financial

sta/emmis ved review/he interim censelidaird finaacial siusemesis fur 2012

Fer-Appreval Palicirs

The yvdit cemminne charter impsses duly en the audit cemmit/re is
pnn-apprevr

vIl auditing srrvicns pnrfeeiued far vs by eve indeprsdnnt audi/ceo as we/I usa/I prriniond
use-audit services in andre/a easure that she peevisien af sach services dart ne/impair the auditors isdnpesdence In detenasinieg whether ar nat lv pen-apprave services the uudi/

csasmiiiee will cessider whether the service is permissible service under the mles cod regutatians peamulgased by the SEC The audit cemmiti/en may is i/s discreiiee delegate/a eon

er mare af i/s members the av/heeiiy iv pnr-apprevn any audit er nes-auda services Ia be pnrfennnd by/he iadrpeadesi audiiers pnsvidnd any such appeevul is presee/ed is amd

spprvvnd by/he OIl eudii csimsii/lnn slits sent scheduled mnnliag
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The audit comtnnittee reviewed the audit and non-aodi/ neroicen performed by Fmeirr Dee/cr an well an the feet charged by Frazier Dreter foe nacb nervicen In/tn review of

the ono-avdi/ ne/vice feet the audit committee connidered whether the prooininn of ouch ncrvicen incompatible wi/b maintaining the independence of Fmzicr Dee/er The oggeegato

feet bitted to an by Frazier Dee/er foe peofennional accounting nervicen for the yearn ended December 31 2012 and 20t ace oct forth in the tabte below

2002 2011

441 Sfl/031
Du orn

t-

uu uuu
.$ fl600$$

Segnenee 69

Created an/ng EDGAR/zerAgent

Alt nero/ceo rendered by Debit/c FKF and Frazier Dec/er for the
yearn

ended December 312012 oud 2011 were per-approved in accardooce with the policirn and procedorro

deter/bed aboor

Independent Reginlered Public Acreunling Firm Fees

Dc/elite

The audit coenmit/re reviewed/br audit and non-audit nervicco performed by Debit/c an woll an/he feet cbargod by Drtoit/r for ouch nero/ceo In i/n review of/be non-audit

ne/vice fern the audit committee conoidored whether/br provinion of ouch ne/v/ceo incompatible wi/b maintaioing the independence of Drloi//r The aggergate fern bitted/cnn by

Deloitto for profennional accounting nero/ceo fcc the yearn coded December 31 2012 and 2011 are or/forth in the table below

Anoli/ fccn

Audit related fern

Tattthoo --a
Alt other fern

To/n

51fF

The audit comtnnit/rr rnvirwed the audit and non-audit neco/cen pnrfonocd by PKF at welt an the frro charged by PKF for ouch nero/ceo In/tn review cf/ho non-audit nero/cr

fren the audit coetmittec connidorod who/hoe/ho p000/n/on of ouch or/v/ceo in compa/ibte with maintaining the indopcodencr of FKF Thr aggregate frrn billed/cnn by FKF for

profcnnional accounting ne/v/ceo for the
yearn

coded December 31 2012 ond 2011 aro Oct forth in the table below

4afl1 1bn
Audit tutu/cd fccn

Tanfeen

All other fern

Total ut ern\ Jetl

FrazIer Decree

A/nd/I fcov

Audit rctatrd fren

All other feet

T6ta
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Far purpasas af shy peacediag tables Dy/nittys FKPs and Fraziar Deatars peafmssanal feas ara alassifird as fatlaws

.111 AnditfaasThesc are fees far prafessiaanl services peefarmed far the aadit af var nannal financial statements Ibe required review af quarterly financial statemeats

regis/rn/ian statements sad atbar pracedneea perfarmed by iadepeadrnt audi/yes in arder far Ibem ta be able Ia fana an apintaa an aye cansalidatad fiaanctal

statements Tbese fees atsa caver services tbat ace narnsally pravided by independent audi/nra in eanneatian with via/nine and regulatary filings ar engagements

nTh Aadst-re/aredfeenThese are fees far assurance and related servinea that teaditianalty are perfarmed by independent nuditars that are rensanably related ta the

parfarntnnce af the audit ar review af lhe financial statements saab as due diligence eelaled In nequisitians and dispasittans allen/alien services that are nat required

by statute ar regulation inteennl cantral reviews and cansultatian concerning financial accaunting and reparting stnadnrds

tTI TuufaeaThesr are fees far alt prufessianat aervicra perfarmad by peafessianat staff in aur independent anditers tan dmvmsman axeapt shave services relatad ta/he

audit af var financial statements These includa fees far sun ramplianca Inc planning and tan advice iaclndsng federal state and lacal issues Services may alsa

include assistance with tan audits and appeals befare the IRS and similar state and local agencies as well as federal state and lacal tan tssnes related ta due diligence

.317 All orhcrfcesThese are fees far
any

services nat included in the abnve-described eategaries including assistance with internal audit plans and ask assessments
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FART IV

ITEM IS Exhibits and Fin amcial StaternentSchedelen

The following documents urn filed an part of this Aooaal Report

Financial Statement Schedules

See the loden to Consolidated Financial Statemenrs at page F-I of this report

The foltowing finonciat statement schedote is included henein at pages F-17 through F-to of this mport

Schedule III Real Estate Assets and Accumulated Depreciation and Amortization

Qr Eshibilr

3.t Articlm of Arnessdmnsst and Restatement of MoodyNational RE1T lao filed an Exhibit 3.1 to Pee-Effective Arneadmettt No.5 to the Companys Registration Statement on

Form S-Il Na 333-155612 and incscporated herein by rofereoce

3.2 Bylaws of Moody Narionat REIT Inc filed as Exhibit 3.2to the Companys Registration Statement on Form S-lI No 333-150612 and incorpomsed herein by reference

3.3 Amendment No Ito Bylaws of Moody National REIT too filed os Exhibit 3.3 to Pro-Effective Amendment No.4 to the Companys Registralian Statement on Form D-t

No 333-l506t2 and iocorpomted herein by reference

4.1 Form of Subscription Agreement included as Appendix so prospectus incorpomted by reference to Exhibit 4.1 to Fee-Effective Amendment No 510 the Companys

Registration Slatement on Form S-It No 333-t506t2

4.2 Moody National REIT Inc Distribalion Reinvestment Plan included as Appendix to prospeoms incorporated by reference to Exhibit 4.2 to Pro-Effective Ansmdmear No
to the Companys Registration Stotoment on Form S-Il No 333-150612

10.1 Amended and Restated Advisory Agreement among Moody National REIT Inc Moody National Operating Partnership L.P Moody Notional Advisor LLC and

Moody Realty Company L.F filed as Exhibit 10.2 so the Companys Quarterly Report on Form lO-Q for the qaartm anded Jane 352009 and incorporated herein by reference

10.2 Limited Partnership Agrnemmt of Moody Nadooat Operating Paemrrship L.F filed as Eshibit 10.310 Per-Effective Ammdmant No Ste the Compesays Registeasioo

Statement oo Form S-Il No 333-1506 12 and incorporated herein by reference

10.3 Moody National REIT Inc 2009 Long-Term locmdvn Plan filed an Eshibit 10.410 Pro-Effective Amendment No.510 the Companys Registration Statement on Form S-It

No 333-1506 12 and incarponred herein by reference

10.4 Moody National REIT lIne Amended and Restated Independent Directors Compensation Plan filed an Exhibit 10.210 the Companys Quarterly Report on Form lO-Q for the

qaarter ended Sour 352059 and incorporated herein by mfeernce

10.5 Dealer Manager Agreement filed as Eshibit 1.110 Fee-Effective Amendment No.5 to the Companys Registration Statement on Form S-Il No 333-150612 and incorpomted

herein by reference

10.6 MNHP Note Holder LLC Limitrd Liability Company Oprmting Agreement effectise Sane 32511 by and among Moody National Operating Partnership L.P Moody
National Mortgage Corporation and the other Members party thereto filed as Exhibit 10.110 the Companys Currant Report on Form 0-K filed en Jane 92511 the Sane 9th

Form 0-K and incorporated heroin by reference
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10.7 Note Parchaun Agreemnol dated au of Manch 31 2011 by and bntwneo Patriot Book and Moody Natinnal Brolly Company L.P find as Exhibit IN.2 to the Jann 9th Farm 8-K

and iacnrpnnatnd herein by reformer

10.8 Assignment and Asuamptinss nfNntn Purchasn Agrrnmesst dannd as nf Joan 32011 and nffncsivn as nf May 52011 by and bntween Mnndy Natinnal Realty Cnmpany L.P

and totS/FtP Nann Holder LLC find as Exhibit 10.3 ta thn Joan 9th Form 8-K and incarpnratnd hnrein by nefnreone

10.9 Renewal Extension and Modification Agreement dated as of Juno 12011 nod effective as of May 52011 by and between MNHF Note Holder LLC and Moody National HF

Grapevine Torso filed as Esbibit 10.4 to the June 9th Form 8-K nod incorporated berrio by reference

10.10 Assignasmt of Notes aod Liens doted on of Jane 32811 and offoctive as of May 5.2011 by and bntwnnn Patriot Book nod MN3tP Nato Holder LLC filed as Exhibit 10.510

she Jane 9th Form 8-K and incorporated hrrrin by rrforoece

10 Commercial Loan Agrerment doted as of June 2D1 and effeclivo as of Moy 52011 by and among Patriot Bank MNHP Note Holder LLC Moody Notional Really

Company L.P Moody National Mortgage Corporation Moody National Management L.F and Brett Moody filed as Exhibit 10.6 to the Jane 9th Form 8-K and

incorporated herein by reference

15.12 Promissory Nate dated as of Joan 32011 and effective as of May 2011by MNHP Nate Holder LLC in favor of Patriot Book filed as Exhibit 10.7 to the Jane 9th Farm 8-K

and iucorparated hernia by reference

/0.13 Ccllalcrat Assignment of Noses and Liens dated as ofJann 2911 and effective an ofMay5 2Dt by and hntwoen MNHP Note Holder LLC and Patriot Book filed as

Exhibit 19.800 the Jane 9th Farm 8-K

10.14 Gnaranty Agrenment dalnd as of Jane 32011 and effective as of Moy 291 tby and between Moody Notiaaat Mortgage Corporation and Patriot Bank fllrd as Exhibit 10.9

to/he Juno 9th Form 8-K and iocarporaled hcreia by reference

/0.1/ Goaraaty AgrcrmeaL dalnd as of Juan 32011 nod effective as of May 5201 by and between Moody National Really Company L.P and Patriot Bank fitrd as Exhibit 10.10

to the Juoc 9th Parm 9-K and iocaeporatcd hnroin by reference

/8.16 Guaranty Agreement dated as of Jane 32011 and effective as ofMay 52511 by and brtweea Moody Notional Management L.P and Patriot Bank filed as Euhibit 10.1110

the Jasr 9th Form 8-K nod incorporated herein by reference

00.17 Limited Gaaransy Agrermral dasrd as of Juno 32011 and effective as of May 5251 by and between Brett Moody nod Patriot Bank filed as Exhihit 10.12 Ia thr Jane 9th

Parru 8-K and iocorparated herein by reference

10.18 Amendmcot so Prcmiuucry NoB effrctive June 32011 by and between Moody National Perimeter REIT Mrmbrr LLC and Moody National RI Perimeter TG LLC filed an

Exhibit 19.13 to the June 9th Pcrm 8-K and incorporated herein by refrrence

10.19 Assignment and Assumption of Parchase Agreement dated as afApril 12 2012 by and betwcno Moody National Companies LP and Moody National Wood-Hon Holding

LLC incorpcmted by rrfcrrace to Exhibit 10.1 so the Registrants Cuerrat Rcparl no Porm 0-K filed on April 13 2012

/0.29 Purchase Agreement dated as of March 22 2812 by and bclwecn Macdy National Companies LP and Woodlands Terrapin Investors LLC Woodlands Terrapin Investors

it LLC Woodlands Terrapin tavcstanx III LLC 537 Hoax/on LLC Marc Herd Hoostan LLC Miriam Hotel Houston LLC and Termpis Gpnmtar Woodiouds LLC

ioccrpomcd by rrfercoco to Esbibit 19.2 to lhn Rogiutrants Cameos Rrport on Farm 0-K fl/nd as April 13 2012
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10.21 First Amendment tv Purchase Agreement duted as of April 62012 by and between MoedyNationol Companies LP and Woodlands Terrapin Investors LLC Woodlands

Terrapin Investoes 11 LLC Woodlands Terrapin Investors III LLC 537 Hoaston LLC Mare Hotel Houston LLC Miriam Hotel Houston LLC and Tereopin Operator

Woodloods LLC ineotpornted by reference to Exhibit 10.3 to the Registrants Current Report en Form 0-K filed en April 13 2012

10.22 Agreement of Purcbnse and Sale dated August 142012 by and among Moody National RI Perimeter Holding LLC Moody National RI Perimeter Master Tenant LLC and

6096 Borfield Road LLC incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Foeto8 filed on Augttst 20 2012

10.23 Fee and Expense Waiver Agreement dated September 20 2012 by and among Moody National REIT toe Moody National Operating Parmership L.P Moody National

Advisor LLC and Moody National Realty Compmy L.P incorporated by reference to Exhibit 10.1 to the Registrants Quarterly Report on Form tO-Q filed on November14

2012

10.24 Hotel Lraso Agreemont dated November 20t by and between Moody Notional Wood-Hou Holding LLC and Moody Nationot Wood-Hou MT LLC incorporated by

reference to Exhibit 10.1 to the Registrants Carrent Report on Form 0-K filed nn November 10 2012

10.29 Hotel Managoment Agreement dated November 72012 by and between Moody Notional Wood-Hou MT LLC and Moody National Hospitality Management LLC

iocorporatrd by reference to Exhibit 10.2 to the Registrants Current Report on Form 0-K filed on Nosomber 15 2D12

10.26 Promissory Note dated November 172006 by Woodlands Terrapin Investors LLC Woodlands Terrapin Investors It LLC Woodlands Terrapin Investors III LLC 537

Homtoo LLC Maven Hoaston LLC Marc Hotel Houston LLC and Miriam Hotel Houston LLC in favor of ARCS Comreeeciat Mortgage Co L.P incorporated by

referexce to Exhibit 10.3 to the Registrants Current Report on Form 0-K filed on November 152012

10.27 Consent Modification aod Assamption Agreement With Reteme dated November 72012 by and among Waodtaods Terrapin Investors LLC Woodlands Terrapin

Investors II LLC Woodlands Terrapin Investors Itt 537 Hoaston LLC Maven Houston LLC Marc Hotel Houston LLC Miriam Hotel Hoostua LLC Terrapin Operator

Woodtoods LLC Moody Waod-Hou Holding LLC Moody National REIT Inc Moody Notional Operating Partoership L.P Moody Notional Wood-Hoa MT LLC Bmn

Moody and U.S Boats National Association as Trastee Seccesnoe-In-tnteeest to Boats of America N.A as Trastee Successor by Merger to LaSatte Bank National

Associotioa as Trastee for the Registered Holders of J.P Morgan Chase Commercial Mortgage Secarities Trast 2006-Lope Coossneeciat Mortgage Pms-Through

Certificates Series 2006-LOP9 incorporated by reference to Exhibit 10.4 to the Registrants Current Report on Form 0-K filed on November IS 2012

10.28 Oerd of Tract and Security Agreement dated November17 2006 by and among Woodtands Terrapin Investors LLC Woodtoods Trrrapio Investors It LLC Woodlands

Terrapin Investors III 537 Houston LLC Maven Houston LLC Marc Hotel Houston LLC Miriam Hotel Houston LLC and ARCS Commercial Mortgage Co L.P

incorporated by reference to Exhibit 10.5 to the Registrants Current Report on Form 8-K filed on November t5 2012

tO.29 Security Agreement dated November 72012 by Moody Notional Wood-Hou MT LLC in favor of U.S Bank National Association as Trastee Saccrssor-tn-lnterrst to Bank

of Aanserica N.A as Trastee Successor by Merger to LaSolte Bank National Association as Trastoo for the Registomd Holders of J.P Morgan Chase Commemial Mortgage

Secarities Trast 2006-Lope Comssserciot Mortgage Pass-Tlseough Certificates Series 2006-LDP9 incorporated by reference to Exhibit 10.6 to the Registrants Current Report

on Poem 8-K filed on November 15 2012

10.30 Assignment of Leases and Reals dated November 72012 by Moody Natioaat Wood-Hau MT LLC in favor of U.S Bank National Association as Trastee Succrsxoe-tn

Interest to Bank of America N.A as Trastre Successor by Merger to LeSatte Bank National Association as Trastro for the Registered Holders of J.P Morgan Chase

Commercial Mortgage Securities Trast 2006-LttP9 Consmerciat Mortgage Poss-Thraugb Certificates Series 2006-LOP9 incorporated by reference to Exhibit tO.7 to the

Registrants Current Report on Form 8-K filed en November 152012
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10.31 Assigament and Sabordination of Management Agreement dated November 72012 by Moody Nat/anal Wand-Han MT LLC and Moody Nat/anal Hospitality

Management LLC in favor of U.S flank National Association as Trostee Saecessor-ln-latemst to Bank of Anterico NA an Teastee Saccessorby Merger to LaSalle Bank

Nat/anal Asaaciation an Trustee foe the Registered Holders of J.P Morgan Cbnse Commercial Mortgage Secorities Trust 2006-LOPS Commercial Mortgage Pasa-Throagb

Certificates Series 2006-LDP9 incorporated by reference to Exhibit 10.010 tbe Registrants Cament Report on Poem 0-IC filed on November 15 2012

tO.32 tndemrnity and Oaaeonty Agreement dated November 72012 by Moody Notional RUT 11cc Moody Natioaol Operating Partnership L.P and BmD Moody in fovar of

U.S Bach Nat/oval Association as Trustee Saccessor-ln-lnterest to flank of America N.A as Trustee Saccessor by Merger to LoSalle Bank National Association on

Trustee for the Registered Holders of 3.P Morgan Chase Commercial Mortgage Secarities Trust 2006-LOPS Comsoercial Mortgage Poss-Tkeoogh Certificates Senen 2006-

LOPS incorporated by reference to Enhibit 10.9 to the Registrants Canreot Report on Poem 0-R fl/ed on November 15 2012

10.33 Flazardoos Sabstances Indemnity Agreemeot dated November 72012 by Moody Notional Wood-Hoc Holding LLC Moody Notional REIT Inc Moody National

Operating Partnership L.P and Brett Moody in favor of U.S Bank Notional Associotioa os Trustee Soccessoe-ln-lnterest to Bank of America NA on Trustee

Soccessor by Merger to LoSalle Bank Nalionol Association as Trustee for the Registered Holders of J.P Moegao Chase Commercial Mortgage Secarities Trust 2006-LOPS

Commercial Mortgage Poss-Throagh Certificates Series 2006-LOPS incoeporuted by reference to Enhibit 10.10 to the Registruots Corrent Report on Poem 0-R filed on

November II 2012

21 Scbsidiaries of the Compooy

31.1 Crrtificttion of Chief Evrcotive Officer poesaaat to Sect/on 302 ofthr Sarbanes-Osley Act of 2202

31.2 Certification of Chief Pinonciol Officer poruuoet to Sovtioo 302 of the Sarbooes-Onlry Act of 2tt2

32.1 Certification of Chief Enecative Officer paruaant to Section 906 of the Sorhaoes-Ooley Act of 2002

32.2 Certification of Chief P/none/al Officer parsaont to Section 906 of the Sarbanes-Osley Act of 2tt2
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SIGNATURES

Pursuaot to the requirements of Section 13 or 15d of the Securities Exchonge Act of 1934 the registrant has duly caused this report to be signed units behalf by the

undersigssed thereunta duly authorized

MOODY NATIONAL REIT INC

Date Munch 292013 By /s/ Brrtt Moody

Brett Moody

Chief Executive Officer sod President

Pursuant to the reqainements 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

copacitirs and on the dutns indicated

Signature Titles Date

/s/ Brett Moody Chairman of the Board Chief Exeralive Officer ond President March 292013

Brett Moody Ptiucipal Executive Officer

IsJ Robert Enget Chief Financial Officer Tneasarer and Srcrrtary March 292013

Robert Eegel Priucipat Financial and Accounting Officer

/5/ William Armstrong Director March 29 20t3

William Armstrong III

/s/ Charles Horn Director March 292013

Charles Horn

/s/John Thampson Director March 29 2013

John Thompsou

SUPPLEMENTAL INFORMATION TO BE FURNISHED WITH REPORTS FILED PURSUANT TO SECTION t9d OF THE ACT BY REGISTRANTS WHICH HAVE NOT

REGISTERED SECURITIES PURSUANT TO SECTION 12 OF THE ACF

The registrant has not season auuaat report or proxy materials to its stockhotdnrx The registrant wilt flarnish each stockholder with an annual nepont witbin 120 days following

the close of each fiscal year The registrant will finnish copies of such report and proxy materials to the Securities ond Exehangr Cormnission when thny are sent to stockholders
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EXHIBIT INDEX

3.1 Articles of Amendment and Restoteroent of MoodyNationul REIT Inc filed as Exhibit 3.t to Eke-Effective Amendment No to the Companys Registration Statement on

Foent S-t No 333-t 50612 nod incorporated herein by refeeenee

3.2 Bylaws of Moody Notional REIT Inc filed as Exhibit 3.2 to the Companys Registration Statement on Form S-It No 333-150612 and incorporated heroin by reference

3.3 Amendmeet No Ito Bylaws of Moody National REIT Inc filed ax Exhibit 3.3 te Eke-Effective Amendment No.410 the Companys Registration Statement on Form S-Il

No 333-150612 and incorporated herein by reference

4.1 Form of Subscription Agreement inctsded as Appendix to prospectus incorporated by reference to Exhibit 4.1 to Pcc-Effectrvc Amendment No.5 to the Componys

Rcgtstmtion Statement en Form S-tI No.333-150612

4.2 Moody National REIT Inc Distribntion Reinvestment Plan included as Appendix to pmspeetus incorporated by reference to Exhibit 4.2 to Pre-Effective Amendment No
Ste the Ccmpooyx Registration Statement on Form S-Il No.333-150612

10.1 Ammdrd and Restated Advisory Agreement among Moody Notional REIT tnrs Moody Natiooal Operating Fontonrxhip L.F Moody Notional Advisor LLC ond

Moody Realty Company L.P filed ax Exhibit 10.2 to the Companys Quarterly Report on Form IQ-Q for the quarter ended Sane 30 2009 and incorporated herein by reference

10.2 Limited Partnership Agreement of Moody National Operating Partnership L.P filed as Exhibit 15.3 to Eke-Effective Amendment No Sb the Companys Registration

Statement on Form S-Il No.333-150612 and incorporated herein by reference

15.5 Moody National REIT Inc 2009 Long-Term Incentive Plan filed as Enhibh 10.4 to Eke-Effective Amendment No.5 to the Companys Registration Statement on Form S-lI

Ne 333-150612 and incorporated herein by reference

10.4 Moody National REIT Inc Amended ond Rmtated Independent Directors Compennation Plan filed us Exhibit 10.2 to the Companys Qoortrrly Report en Form I0-Q for the

quotrer ended June 302009 and incorporated heroin by reference

10.5 Dealer MonagerAgreement filed ax Exhibit 1.1 to Eke-Effective Amendment No to the Companys Registration Statement on Form S-t No 333-I 50612 and inceepomted

herein by reference

10.6 MNHF Note Holder LLC Limited Liability Cowpooy Operating Agreement effective Sane 32011 by and among Moody National Operating Partnership L.P Moody

National Mortgage Corporation and the other Members party thereto filed ox Exhibit 10.1 to rho Cempanys Carrent Report on Form 0-K filed on Sane 92011 the Sonc 9th

Form 0-K and incurporoted herein by reference

10.7 Note Puwhaxr Agreement dated ax of March31 2011 by and between Potrint Bank and Moody Notional Realty Company L.P filed ax Exhibit 10.2 to the Sane 9th Form 0-K

and incorporated herein by reference

10.0 Asxigomnnt and Assumption ofNote Farehoxe Agreement dated ax of Sane 32011 and effective as of May 52011 by and between Moody Notional Realty Company L.F

and MNHP Note Holder LLC filed ax Exhibit 10.3 to the Sync 9th Form 0-K and incorporated herein by referonen

10.9 Reurmal Extenxiex and Modification Agreement dated as of June 32011 and effective as of May 52011 by and between MNHP Nate Holder LLC and Moody National HP

Orapevine Trust filed as Exhibit 10.4 to the Sync 9th Form 0-K and incorporated herein by reference

19.10 Assignment ofNnrex and Liens doted ax of Sane 32011 and effective ox of May 2011 by and between Patriot Bank and MNHF Note Holder LLC filed as Exhibit 10.5 to

the Sane 9th Form 0-K and rncorperoted hernin by rcfernncn
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toil Coesereecial Lvvn Agreement dated as efJtme 32811 and effective en of Mey 52011 by evd ameng Patriet Beek MT/1-tFNete Helder LLC MeedyNatienel Reelty

Company LP Mvvdy Natienal Mertgege Ceeperatien Mandy National Managemettt L.F and Brett Mvvdy filed vv Exhibit 10.6 tv the June 9th Farm 8-K and

bscaeparetrd herein by reference

10.12 Peamissary Nate dated as af June 32011 and effective as af May 52011 by MNHP Nate Etalder LLC in lOver af Feteiat Bank filed as Enhibit 10.7 Ia the Jane 9th Farm 8-K

aed incarparated herein by reference

10.11 Cellateral Assignment efNatrs and Liens dated as af June 12011 and effective as of May 52011 by and between MNOIF Nate Hatdee LLC and Pataiat Beak filed en

Eshibit 10.0 to she June 9th Farm 8-K

10.14 Guaranty Agreement dated nu af June 32811 and effective an af May 52011 by and between Meady Natinnal Maetgage Carparatian and Pntriat Bank filed as Enhthit 10.9

ta the June 9th Farm 8-K and incatparated herein by reference

10.15 Guamaty Agreement dared as af June 32011 and effective an af May 52011 by and between MacdyNatianat Realty Campmy L.F end Pateint Beak filed as Enhthit to_to

ta the Juae 9th Farm 8-K end inrerparated herein by refrmnee

10.16 Guaranty Agreement dated es ef June 32011 and effective as af May 52011 by and between Maady Natianal Management L.P end Patriat Bank filed as Eshibit 10.11 ta

the June 9th Farm S-K nnd inearpeented herein by reference

10.17 Limited Gearenty Agreement dated as af June 12011 and effective as ef May 52011 by end between BeeS Maady and Patriat Bank filed as Suhibit 10.12 In the June 9th

Farm 8-K end incarparated harem by reference

10.18 Amendment ta Framiusary Nate effective Jane 32011 by and between MandyNadanat Peebneter RET Member LLC and MoadyNatianal RI Perimeter TG LLC filed as

Enhibit 10.13 ta the Jane 9th Farm 8-K and iacarparated herein by reference

10.19 Assigmament and Assomptian af Farchase Agreement dated as afApeil 12 2012 by and between Mnady Natianul Campanies LF and Mandy Netienel Waad-Hnu Balding

LLC ineorpamted by reference Ia Snhibit to_I to the Regisonats Ctmtrent Report an Farm 8-K filed an April 13 2012

10.20 Purchase Agreement dated us of March 22 2012 by and between Maady Natianal Campanirs LF and Weadlunds Termpin lnvrstars LLC Waadlaads Terrapin Investors

II LLC Wandlands Terrapin tnvestnrs III LLC 537 Haustan LLC Mare Hotel Heustan LLC Miriam Betel Haaotan LLC and Terrapin Gpnratar Waadlands LLC

incarparated by reference lv Snhibit 10.2 lathe Kegistrenta Carvent Rapart an Farm 8-K filed en April 132012

10.21 First Amendment to Purchase Agreement dated as of April 62012 by and between Moady National Cempanies LF and Woodlands Terrapin Investors LLC Waadtands

Termpin Invmtarn II LLC Waodlands Termpin Inventors Itt LLC 537 Houstan LLC Marc Betel Haastan LLC Miriam Hotel Haastan LLC and Terrapin Gpemtar

Woodlands LLC inearpntuted by reference to Eshihit 10.3 lathe Registrants Current Repart an Farm 8-K filed an April 132812

tO.22 Agreement of Purchase and Sate dated August 14 2012 by and among Maady National RI Perimeterflalding LLC Maady National RI Perimeter Master Tenant LLC and

6090 Barfield Raad LLC iacat3taeated by reference to Enhibit 10.1 to the Registrants Cament Repart an Farm8-K filed an August 20 20t2
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10.23 For and Expense Waiver Agreement dnted September 20 2012 by nnd among Mondy National RET IIoc Moody National Operating Partoership L.P Moody National

Advisor LLC and Macdy National Knotty Compauy L.P incorporated by reference to Exhibit 10.1 to the Rrgiutnantu Qaartorly Report no Form tO-Q filed anNovenuber 14

20/2

/0.24 Ho/el Lease Agreement dated November 72012 by nod between Moody Notional Wood-ba Holding LLC and Moody National Wood-Hon MT LLC inconpornlod by

roforonor to Enbibin 10.1 to the Regis/rants Connect Report no Form 0-K 0/rd on Novrrnbon 15 2012

10.25 Hotel Management Agreement dated November 72012 by and between Moody National Wood-Hon MT LLC ond Moody National Hospitality Management LLC

incorporated by reference /0 Exhibit 10.2/v/hr Rrgis/rants Corrrn/ Report on Form 0-K filed on Nonember tO 2012

/0.26 Promissory Note datod November 17 2006 by Woodlonds Tormpin Investors LLC Woodlands Terrapin Investors II LLC Woodtonds Terrapin Investors III LLC 537

Hoas/on LLC Maven Houston LLC Marc Hotel Houston LLC and Miriam Hotel Houston LLC in favor of ARCS Commercial Moe/gage Co L.F incorporatod by

reference/c Eshibrt 10.3/0 the Registrants Current Report on Form 0-K fl/rd on Novrmbcr 15 2012

/0.27 Consent Modification and Assump/ina Agrrrmrat Wi/h Ro/ruar do/rd Novombur 72012 by and among Woodlands Termpmn Invoutma LLC Woodlands Trrrapmn

loves/nra 11 LLC Woodlands Toenpin lnvrs/rrs III 537 Houston LLC Moves Houstoo LLC Marc Ho/nt Houston LLC Miriam Ho/ri Honstoa LLC Toenpin Open/or

Woodlands LLC Moody Wood-Hon Holding LLC Moody National REIT Inc Moody National Operating Fortnorship L.F Moody National Word-Hon MT LLC Brett

Moody and U.S Bunk National Associolion us Tns/eo Succrssor-tn-tns/rrrs/ to Bank of America N.A as Tns/ee Successor by Merger to LuSalle Bank National

Associntion as Truston for the Registered Holders of S.F Morgan Cbasr Commercial Mortgage Securities Tns/ 2006-LOP9 Commercial Mortgage Pass-Through

Ccrtifmoa/os Sos/os 2006-LDF9 incorporated by rofmrnur to Eohibi/ 10.4 to nbc Regis/rants Current Report on Form 0-K fl/rd on Novrmbrr 15 2012

/0.20 Deed of Tns/ and Security Agrorment dated Novrmber 172006 by and among Woodlands Terrapin Investors LLC Woodlunds Trenpin Investors II LLC Woodlands

Toenpin lures/ms III 537 Houston LLC Muvrn Houston LLC More Hotel Houston LLC Mis/urn Ho/el Houston LLC and ARCS Consmercial Mortgage Co L.F

incorpuro/ed by reference/u Eshibit 10.510 the Regis/nots Current Rrport on Form 0-K filed on November15 2012

/0.29 Security Agrormru/ da/rd Novombor 72012 by Moody Na/moat Wood-Hon MT LLC in favor of U.S Bank National Association as Tns/or Suourssor-ln-to/oros/ to Bank

of America N.A us Tns/oo Sucoossor by Mrrgrr to LaSu/to Bank National Association as Tns/re for the Rogis/rrod Holders of S.F Morgan Clause Cosmsrnnrcial Mortgage

Secunitirs Tns/ 2006-LDF9 Commerciol Mortgage Fsss-Tbroogh Certificates 5mm 2006-LOFO incorporated by reference/a Exhibit 10.610/be RegisBants Current Report

on Form S-K fl/rd on Nosrmbrr 152012

/0.30 Assignment of Leases and Rents dated Novrmbrr 72012 by Moody National Wood-Hon MT LLC in favor of U.S Bank National Assuria/irn us Tnatrr Sucrmsor-tn

Is/crest/a Bunk of America N.A as Tns/nr Suoorssor by Monger/n LaSallo Bank Na/iaaut Association as Tns/or for/hr Rrgis/rrrd Hotdrn of S.F Morgan Cbusr

Commercial Mortgage Sreunitim Trust 2006-LDP9 Commercial Mortgage Fuss-Through Cortifica/n Series 2506-LDP9 inoorpun/od by rrforenoo to Eubibil 10.7/0 the

Rogis/nuts Current Report on Form 8-K filed on November IS 2012

10.3/ Assignment nod Subordiuu/ion of Manugomen/ Agreement datrd Novrmbrr 72012 by Moody National Wood-Hon MT LLC and Moody National Hospitality

Manugrmen/ LLC in fuvor of U.S Bunk Na/ionol Association us Tns/rr Sucoossar-tn-ln/eros/ to Bank ofAmenira N.A as Tns/m Suoursoor by Mergur to LaSa/to Bank

Nu/ionat Association as Tns/or for/br Rogis/crod Holders of S.F Morgan Chase Commercial Mortgagr Srruni/irs Tns/ 2086-LDF9 Commercial Mortgage Fass-Throagh

Cnrtificutes Series 2go6-LDFO incorporated by reference/a Eshibit 10.010 Ike Regis/rants Current Report on Form 8-K filed on Norrmber 15 2012
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10.32 Indemnity and Guaranty Agreement dated November 72012 by MoodyNational 9/9/IT Inc Moody National Operating Partnership L.P and Brett Moody in favor of

U.S Bank National Association as Trustee Successor-In-Interest to Bank of America NA as Trustee Successor by Merger to LaSalle Bank National Association as

Trustee for the Registered Holders of J.P Morgan Chase Commercial Mortgage Securities Trust 2006-LDP9 Commercial Mortgage Pass-Through Certificates Series 2006-

LDP9 incorporated by reference to Exhibit tO.9 to the Registrants Current Report on Form 6-K fited on November t5 2012

10.33 Hazardous Substances Indemnity Agreement dated November 72012 by Moody National Wood Hoa Holding LLC Moody National 9/9/IT Inc. Moody National

Operating Partnership L.P and Brett Moody in favor of U.S Bank National Association as Trustee Successor-In-Interest to Bunk of Arrsrrica NA as Trustee

Successor by Merger to LaSalle Bank National Association as Trustee for the Registered Holders of J.P Morgan Chase Commercial Mortgage Securities Trust 2006-Long

Commercial Mortgage Pass-Through Certificates Series 2006-LDP9 incoapotated by reference to Exhibit 10.10 to the Registrants Current Report on Form 8-9/filed on

Novrmhrr 15 2012

21 Subsidiaries of the Cornnanv

31.1 Ccrrifrcrlirn of Chief Exrcitlive Orlicerrossuont to Section 30 of the Sarhones-Oxtey Act of 200

31.2 Crrtificotion nf Chief Fiooncivl Officrr oursuunt tn Scctinn 302 uf the Sarboncs-Oxlov Act of 2002

32.1 Certifiettion of Chiel stxCcoti5c Officer nursuant hr SceIjirn 906 of the Sarhaneo-Oxtey Act of 2002

32.2 Ccrtificatioo cf Chief Finaociot Offrccr nursnurst to Scetiou 906 of tOo Sarbuisca-Oxies Act of 20112
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING P11020

Ta the Beard of Oirectors and Stockholders of

MoedyNational REIT Inc

Houaton Tenet

We have audited the aeeempanying eoesalidesed balance thee/v of Moody National REIT 11cc and sabsidiaties the Company as of Oecembee 312012 and 2011 and the related

consolidated statements of opeeations eqaity and cash flown for/he years ended December 31 2012 and 2011 In connection with oar aadits of the consolidated financial statements

we have alto audited the financial statement schedales as listed in the accompanying index Those consolidated financial statements and financial statement schednies ace the

responvibilily of/he Companys management One respomibilily 10
express an opinioa on these financial s/elements and financial statement schedules bated on our audits

We condor/rd our audits in accordance wi/b the standards of/he Public Comptoy Accoantiog Oversight Board United S/ales Those standards require that we plan and perform the

audit no obtain reasonable assarancr aboat whether the consolidated financial statements are free of material misstatement The Company is not rnqnirrd to have ear were we engaged

to perfurtts an audit of its in/renal control over financial repae/ing Oar audi/s included roasiderstion of internal ron/vol over financial reporting eta basis far designing axdi/ procedures

that are appropriate in/hr cirrnmslanrrs but not far the
pueposr

of expressing an opinion an the effectiveness of the Companyn internul control aver financial reporting Accordingly

we rsprevs na such opinion An audit also includes examining an tent basis evidence supporting the amounts and disrlasures in the consolidated financial statements ansemiag the

scraunling principles used and significant estimates made by management as well as evaluating the overall financial statement presentation We believe/hal am audi/s provide

reasonable basis foe oar opinion

In osr opinion such consolida/od financial statements referred/a above present fairly in all material respects the financial pasilian of the Company as ofoerembm 312012 and 2011

and the rosa//v of i/s opera/ions and its cash flows for the years then ended in ronfartssi/y wi/h acraansing principles geaomlly accepted in the United Slates af America Also in oar

opinion the cola/ed financial s/a/rmrnt scheduler when considered in relation lathe basic conno/ida/ed financial slalements Bhex usa whole prevent fairly in all material respects the

information net forth therein

/s/Frazier Dee/re LLC

Frazier Dee/er LLC

Atlanta Oeergia

March 292013

P2
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MOODY NATIONAL BElT INC

CONSOLIDATED BALANCE SHEETS

December 31

2012 2011

ASSETS

ltocoytmteat mlaeloSgarqppat ou 11$4Z334 yszsjsz

Cash 2710101 1066090

Rbu/ricledeSr -s5//flfl /5t yqya 19314k6 931
Accovats receivable met of allvwavce vf $3000 mud $6000 respectively 77123 50332

686o849g0-ebottneoekobk
0-0- 0-Z fl 12460468 12 455 413

Peepaid expenses vvd ether assets /67614 56196

I3ofemetl coot zr ssss
ty3.flft/546/ty -346fl9 _________

TeaEAaeeoo
.. acv

//
29056245 $/ 2Ii940Slt/

LIABILITIES AND EQUITY

Liabilities

Nettopsyublo .3//x
Accomots payable mmd accrued expemves

OacBtoitedparneNS
/53/

0- tys
Dividends payable

Datoetoditscoaootam liebdi46 -- flt $c 9W _________ _________

TjtlaI.lieb0181es.
53 53 4Z/9. 0/01 100/5

StüieIParteerabIpUeits50u$peca5thdaettMdmerBtEnflerEtagrship

CiWflFeteemdCogg604ie 19939 it

//55/

/11/ /5

A/ 0aäV 3/lOW

Stoclcltaldoel oqmity iSt 9s it/$93/

Cammom stock $0.01 pae valve per share 400000000 shares authorized 1373279 amd 576377 sharea issued mad omtataodiag at

December31 2012 and 20l1eespectively

Additiomal paid-ic capital
--

Accuotulatodalpficit
A-Os -5-r 53 OW _________ _________

Total stockholders equity

L39dmf4u/fO11iogimtvrrstloQ0/9mmowooilaoftKcOperollag11artrir6hip .t-o oool flv
Noocomteotliog imaercss iv coaso/idmtrd icier veuture

letalEqeily .iz ___________ ___________

TOTAL OJABILIITES AND EQUITY ____________ ____________

11fl4671 5l9364
387566 179846

500505
.26254

91381 37765

--

16786

.403036.$ 16801164

it l$l01 lN9q

13733 5764

11165565 4805131

ty /99131
cs-

19450494 _____________
10234249 4087178

965 684

466495 1049287

so
167bL621 5137349

296869345 219403/IN

See occcmpenyimg notes to cause//dated fimmmcial statrmrmts
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MOODY NATIONAL IEFIT INC

CONSOLIDATED STATEMENTS OF OPERATIONS

Revenue

Rem povdvoasad

Other hotel revenue

Pdi8hedel revdnsmo

Interest income from solo receivoble

o1trtvnttoe

Hotel operating expenses

Th6jOeiy lOOny inyuemseo mmii gluing

Depencintion and amortization

Ppec1y 061g500010oo

Coepomte general and administrative

ta8inxpenoe

Iistne

Years ended December 31

2012 2011

r24I 1I
lt974

43652

658261 383413

194920 39243

274322

20413

58650

3657210

138479 267563

666143 26W45

cv
413954 __________

18$26 99I3

216763

15107864\ l$10Ot2 993O4j

1179933 117403

994 103 tti
37380 75362

79 5t

620220

V1 4EI

mutiion
9paos9 ooljon dIs mfltitiio8

tlattfrSti

Gain on disposition of hotel property

incennntotceripessnn

Totol income from discontinued operations

NUn5c6mllN
etY //fr/4ty

Income attrmbotable to noncontrolling interest from consolidated joint ventures

Income attributable to noncontrolling iaterest in common operating portaresbip anits

Netinewobeanjattribnlablat9gnnuoaommshagehohless

PD-r-9bar2inf6e3iw0-baaieand0ilmioeth
Tttu

Loss from continuing operations

sgleane from thüSnperatiut

Net income loss attributable to conunon shareholders

jroada doe1see4
Weighted average shares oatstandisg

See accomponyisg sores to consolidated financial statements

0.20

1.24

0.65

080

950374

0.22

6.28

0.12

300

422072

F-4
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Noncontrolling Interest

in Operating

___________________ ___________________
Partnership Noncoatrolling

Accumulated Number tnterest in Total

_________ _________ ________ ________ _________
Deficit of Units Value Joint Venture Equity

91 Yanvioryl 2811 i1 2927 T4423 942

Issuance of cotmnon stock and

operating partnership units net of

offering
costs 206373 2004 ID 1734364 ID ID /D t736428

bancoofpootaiopotock1noeotoant IiT//5/s$/D //1 45/1 .T10tr -s4vi

enbvt6tendremve$tlneuC1lban 52456 /fZ5 17 -0 10 1916 196 M8 yO/SI ---002

Stock/unit-based compensation

espense r0 7J_D 74272 017 _-002 Il//D -c 747
0etncmo1oso -vve-10 1D 010 0vso vos64p 4J0 51 --75362 IE1Z14$6

Dividends and distributions

dectared /J 10 ID 341067 80 j30002 47lt49
CmtterbW otto from nontoutroillop5 55v /$5 \/5/v

ttaterosto 13 81210 -0 17 /1-O IO 0/0 131I 4v /001 680 101 660

Batance at Decembee3t 2Ott 576377 5764 ID -0 $4895131 893717 tOO 884 1049287 $5137349

sissir 5764 00 03$ -$fl13$ 6937$ 100 494$ 164$F7 5Thi

767018 7670 00 DOD 6485425 00 DDE DOD DOD 6493895

3/er 75151

L51IO50 .400 0O01 -O 4495941 OD 5TL00$12 --10
4618954

18634 186 00 DOD 176037 ED EDO 000 000 177023

1258 12195 000 441 00 330 Z11E00 CL 5152

12500 125 00 EDO LI 105113 DO ODD ODD ODD 105239

317 ODOl/ 11Db 0O 3- -- 62022S 00 1/75/D0 31606 9$4fl3

ED EDO ODD ODD ODD 761560 DO 80 956590 1718238

03333279 -53733 t12l/l- -D $1 955$5 9451495 1$IL-$ .lg4 $1 466495 50871917

See accompanying notes to consotidated financiat statements

MOODY NATIONAL RUT INC

CONSOLIDATED STATEMENTS OF EQUITY

Years ended December 312012 and 2019

Common Stock Preferred Stock Additinnal

Number Number Paid-In

of Shares Par Value OnE Shares Par Value Capital

ID

356649 595566 4$

frelaneent Jnsuasyi 28112

Issuance of common stock and

operating partnership units net of

offerin$osts

payt4675/01 10
Issuance of common stock pursuant

to dividend reinvestment ptun

EA6ti0np1an5av4fy4
Stock/unit-based compensation

1ot iocniel
Dividends and distributions

declared

5000 0a11ecgOT 31 28142

F-s
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Cash flaws rem epnrelieg activities

11 ntl$t ns 1W
Adjustments In nccsacilc act iscame to act cash pnsvidcd by opnnatiag activitics

1j111WcrinsadamtSaS
Amonticasioss of dnfnnncd Ivan casts

Stayk-bayed cetssposrtalflrl 1t 35 35
ttcfcnnediacamc tax

ibcacfit

J5TStspaaii1oac5to1f5o3y 15
Chao5ns in npenatissp assnts asnd lisbititins

AcaoatsoarortatW 353
Pncpaid cspcascs

and cthcn assats

qayaolapoy8acocppd qnpctsscp 15
Dante nclatcd panics

351 lcoyhp7q napshgncoMl
Cash flaws rem ievnstieg activities

N61 progocdofnote tlsgoate rofxcal catatn 11115 111
lncncasc in acsrnictcd cash

qeiittaaa41na7a4ppc1vab 151115
Rapayracets of

manrgagc
earn ncccivabtc

Aciclet eel 4eorq 15
Not cash asnd ia invnstiag activitins

Cas flaws r6poft4fltjflgricpjPna 1sPMS 54 SI
Pnecccdr from issaeecc ef commen stack

Qffcobgcpyyy /y/ 3n111- A34

Dividneds paid

Rcpeqpypft44cypayg W3134 44 454
Paymnets of dnfnnnnd toes casts

rpsaeceliogiakiojabstvctstscn a14- 35 454
Distnibetiesss to eoscesstnettieg istnnnst in joist vnstennrninoinSV 4----

Moo pba1SleeIs IMcns15evati15 917$7a 3a
Cash aed caeb nqeivalnnts at bogies/ag of pan/sd

tjayt nedcallllqsrtwlcsta at cod atpccaad- -\

Sepplamnetal Cash flaw tefermatiae

Isstcnc.stpeid $4 443
tscamc lance paid

SupplossioatalDiociuamreaNast-CashlavaatiegaaolFiaaeclagActllllj

Acaruad offaning vests dac ta cotatod panty

Assetaptisssofsatopsyabloss caeacctiaawitls acqttixitiats afhatctpiptncty

Note payable te frearsac acquisition af mortgagc note occcivsbtc

Lnnaatnco a%Tfotooa 61oc111-aat dsvidcadyotrnltmoal plan

Dividceds paysbtn

Seqaeota 65

Created ssing EDOARicarAgant

Years neded Decembar3t

26t2 26t1

Sj t1Wa64d64

3t2356

tOS705 330t3

14 tIll- 11659166 T4341

36700 9300
155667

-5 tililS 5fl
t559t2 27700

31144
20254 483455

367P76 54342

5553444/

66t243 /65490134 544 1276r444

107033 t03766

__________
2595923 t574545as ts
7670t74 2065735

vp4t656rDT9s 2065753

53t002 200664

554217 .- 165376

137414 71369

101066

956596 130002

4- 7/S4056444$53S1t464356

144747

1066690 922143

--
______________

1141 1017235 543466

171625

144
403946 20933

91 6911422 91

11403260

177023-$ 1l832l

91301 37765

14

Soc accompany/ag notes ta consolidated fivsecial statomonts
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Meady Natienal ItEIT len

Netes te Censsltdatnd Financiel Statements

Per INc Years Ended Denember 31 2012 and 2011

Organizatien

Moedy Na/reed RE1T 1.1cc the Compenyl was formed cc Jenvery 15 2505 es Merylend corporation end hes elected/c quality ave real estate ieves/meet trust ItEIT
cemmencing with the year coded December 31 2011 The Company was oeganieed to acquire diverse portfolio of real properties primarily in the hospitality sector as well an ether

cononereral proper/rev real estate secuerties and debt-related investments As discussed in Note the Compaay was initially copitntieed with the sale of shares of its common stock to

Moody Na/cocci REIT Sponsor LLC Sponsor en Febnsary 102008 The Companys fiscal year end is December 31

Do May 22058 the Company filed registration s/a/resect on Form S-Il with the Securities nod Enchunge Commission the SEC to offers mnsimem of $1000000000 in

shares of its conveon stock lathe public in its primary offering and op/n $100000000 in shares of its cammnn stock to its stockholders porsoont to its disteibation erinvesunent plnn

the DRIP Dn April 15 2009 the SEC declared the Companys rrgistmtion statement effective and the Company commenced its ins/mi public offering The Cnmpany offered shares to

the pabbc in its primary offering a/a price of$I 0.00
pee share with discounts available for certain purchasers and to its stockholders pursnant to the DRIP nsa price of $0.50 prr shaee

Dn Detober 12 2012 the Company terminated its initial public offering and corvmrneed its follow-on public offering discussed below As of October 12 2012 the Company bud

accepted subscriptions fo and issued 1126253 shares of its common stock in its mi/mI public offering including 20500 shores of eanut/on stock pursumtto the DRIP resulting in

uffering proceeds of$I0966713

Prior so the /enssinatien of/he initial public offering on Febnraty 14 2012 the Company filed registration oatement on Form S-Il with the SEC to mgistm following-on

public affering of op so $1000000000 in shares of/bc Companys common stock In the fellew-on offering the Company is affering upto $900000000 in shares of the Companys
common stack lathe public and up to SlOO080000 in shares of/he Companys comrrsen stock lairs sleckbaldres puesaunt lathe DRIP Dn Delober 12 2012 the fallow-on nffrring was

declared effective by the SEC and the Company terminated its initial public offering and ecooneneed the follow-on offering As of December 31 2012 the Company bed accepted

subscriptions foe and issued 1317307 shares of common sleek in the Companys initial public offering and follow-on offering including 36065 shores of commen stack puesnant to

the DRIP resulting in aggregate offering proceeds of $12012414

The Company is offering shares/a the public in she follow-on offerings/a prier of $10.00 per share with discounts available for certain purchasers and to its stockholders

puesuont lathe DRIP at price af $9.50
per

share The Compunys boned of directors mny change the price at which the Company offers shnres to the public in the fallow-an offering

from time/n time during the fallow-an offering bat net more frequently than quorterly to reflect changes in the Companys estimated per-share net asset value and ether factors the

Companys beard of directoes deems relevant

Dn Februney 02012 the Company was required/a temporarily mspend its initial public offering due lathe fact that the Compunys previous auditues Pannell Kerr Foes/er of

Tcnns P.C notified the Campnoy that they could no/br considered independent for the 2009 2010 and 2011 fiscal
years The Company subsequently engaged Frazier Dee/re LLC to

audit the Companys 20092010 and 2011 consolidated financial stulements and to review its 2011 interim consolidated financial statements The Company rreommenced its initial public

offering on Mnmh 13 2012

The Company rntends to use substantially all of/he net peocceds from its public offerings to acquire diveesified portfolio of real properties reel es/ate securities end debt

reluled investments The Companys real property will eomiss primarily of hotel properties Ices/ed in the United S/s/rn and Cunada that it owns enciusiorly or in joint vrnmees or other

co-owneeshrp stvungemenss with other
presons The Company msy ulso invest in other properly types consisting of multifamily office er/nil and industrial assets located in the Uniled

Slates and Canada as well as securities of real estate companies and debt-related investmenrs The Company may also make opportunistic investments in properties that maybe under

developed or newly construe/ed and in properties that we believe are undervalued

As of December 31 2012 the Companys portfolio consisted of 74.5% joint venture interest ins mortgage note the Hyatt Piece Note secured by hotel property
located in Dropevine Tesav eonueonly known as the HyaD Flore Dmpevine hotel the Hyoli Place Property and 91-suite hotel property located in The Woodlands Tenos

commonly known as the Hamewoad Suites by Hi/len Woodlands the Woodlands Property The Company began opemlions on May 27 2010 with the acquisition of 73% joint

venesea in/crest son hotel property located rn A/tense Deorgie cemmooly known as the Residence Inn by Mueniot Peeimesm Center the Residence Inn Property The Company sold

the Residence Inn Pcopeety toe third-party buyer on August 23 2012

P.7
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Mnedy Nneieaal REIT Inc

Rates ee Ceasslidated Financial Statements

Far the Years Laded December 312012 and 2011

The Companys advisor isMoodyNalionol Advisorl LLC sOelaware limited liability companyAdvioor and an affiliate of Sponsor Sobject to ceelain eesteiclians and

limitativos Advisor is respoosible for mooogiog rho fompooyo affoirs on day-to-day baois ood for ideetitying and malcing acqoisitions and investments on behalf of the Compaoy

porsoant to an ameoded and restated advisory agreemeot the Advisory Agreement by aod amoog the Company Moody Natiooal Operating Partnership L.P the Companys

opemtiog partnership the UP aod Advisor

Sabstontially all of the Compaoys bosiness is condocted throogh the OP The Company is the solo geoeml partner of the OP The ioilial limited partners of the OP are Moody

National LPOP LLC Moody LPOP aod Moody OP Holdings LLC Moody Holdings each an affiliale of the Spomet Moody LPOP invesled $I00S in the OP in enchange for

common units and Moody Holdings invested $1000 in the OP in enchange for sepamte class of limited partnership units the Special Units As the Company accepts subscriptions

far shares of its common stock it transfers substantially all af the nd proceeds of its pnblic offering to the OP as capital cantribation

The OPs partnership agreemeot provides that the OP will be opemted in manner that will enable the Company ro sotisr the reqairements for being clossibed as RDIT for

tan pntposm avoid any federal income or encise tas liability and msure that the OP will not be classified as poblicly Inaded partnership for purposes of Section 7704 of the

Intemal Revenne Code of 1986 as amended the Internal Revenao Code which classification coold result in the OP being rased as coeporatian rather than ns partnership In

addition to the administrative and spemliag casts and rcpenses incerced by the OP in ocqnieiog and operating ceal estate assets the OP will pay all of the Companys adminisleative

costs and enpenses and soch espenses will be treated as enpenses of the OP The contnson nnits of the OP maybe tendered for redemption once they havn bean outstanding for at toast

one year At such time she Company has the option to redeem the common units for shares of the Companys comaeon stock cash or combination thereof at the Companys sole

discretion The Special Units will be mdmmrd pursuant to the OPs partnership agreement npon sIte termination or noneenewal of the Advisery Agreement or upon certain other evmts

natside of she control of the Special Unit holder Upon the termination yr nanrenewal of the Advisory Agreement by the Company for cause as defined in the Advisory Agrrrmmt

all of the Special Units will be redeemed for $1.00 As described is more detail in Note upon she occateence of any of the events outside of she control of the Specisl Unit holder which

trigger redemption of the Special Units the Special Units will be redeemed at the Advisors option for shares of the Companys common stock non-iatnrest bearing promissory note

payable solely from the proceeds of assets sales nra combination thereof

Snmmary ef Significant Aecsnnling Policies

Banjo ofPreseneaeian end Prinemales efCeesolideeion

The Company presents its consolidated financial statemrots in accordance with accosnting principles generally accepted in the United States UAAP as ootlined in the

Piaanciot Accounting Standard Boards Accounting Standards Codification the Codification or A$C The Codification is the single sonece of natboritative accoonting principles

applied by nongovernmental entities in the pmpmation of financial statements in conformity with UAAP

The Companys consolidated fiaancial statemeats inclode its accounts and the accounts of its sssbsidiarios aver which it has control All intercompany profits balances and

transactions am eliminated in consolidation

The Companys camolidated financist statements inclade the accounts of its consolidated subsidiaries when the Company is the primary beneficiary foe entities deemed to be

variable interest entities VIEs through which the Company has controlling interest Interests in entities acquired are evaluated based no UAAP which requires the consolidation of

VIEs ia which the Company is deemed to have the controlling financial interest The Company has the cantrotling financial interest if the Company has the power to dirmt the activities

of the VIE that most significantly impact its economic performance and the obligation to absorb losses or receive benefits from the VIE that could be significant to the Company If the

interest in the entiry is determined not to be VIE than the mtity is evaloated for consolidation based on legal form economic substance and the entent to which the Cnmpany has

control and/or substantive participating rights onder the respective ownership agreement The Company did ant have VIE inlermt as ofDecember3l 2012

P.O
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Netes te Censelidated Financial Statements

Fer the Years Laded December 312012 and 2001

There are jndgttsents and estimates invnlved in determiniag if an entity in which the Company has aa investment isa VIE The entity is evaluated to detenttine if it isa VIE by

among otherthings deteerwining if the equity investors usa group have eonteotting financial interest in the entity and if the entityhas safficient oqaity ateitleto finance its activities

without additional subordinated financiat suppoot

Use of Estiraeees

The preparation of fiauneial statements in enefoetaity with OAAP requires management to make estimates and ossumptinns that affrct the amounts reported in the

occumpanying financial statements and notes Actual resolts could differ from those estimates

Organieetien arid Offering Cenln

Organtzutinn nnd offering costs of the Cnrnpony ace incareed by Advisor on behalf of the Company Pursuant to the Advisety Agreement the Company is obligated so

reimburse Advisor or its affiliates as applicable for organization ead offering costs incarrnd by Advisor associated with each of the Companys public offerings provided that within

60 days of the last day ef the month in which public offering ends the Advisor is obligated to reimbarse the Company to the onIons organionlion and offnnng costs sncaseod by the

Company in connection with the completed public offering exceed 15.0% of the genus offering proceeds from the sale of the Companys chores of commnn stock in the cnmpleted public

effeeing Such oegnnizution and offering muss shall include selling enrnrnissinns and dealer managee fees paid In the denier manager legal accounting printing and other offering

enpenses including marketing salnries and direct expenses of Advisors employees and employees of Advisors affiliates and nthers Any eeirnbaesement of Advisor or its affiliates for

organization and offering costs will not esceed actual enpenses ieeaered by Advisor

All offering costs inclading selling eemmissiens and dealer manager fees are roeonded as an effvee to additional paid-sn-capital and all oegansaation costs are recoeded as as

espense when the Company has an obltgasion to eesmbarse Advisor

As of December 312012 total offering costs were $4132374 forthe initial pnblie offering and $746040 fee the follow-on offering Organization costs were $28083 for the initial

pabbe offering Offering costs of $946944 and $184570 were incunvd directly by the Cempany for the initial and follow-on offerings respectively The Company has reimbursed

Adviser for $28013 in organization casts and $742134 in offering costs foe the initial public offering and $513324 in offering costs foe the fallow-on alTering The Cempony has

$481801 receivable from Adviser for offering costs which is recorded us an offset to additineal paid-in capital The remaining $2903243 in offering costs is not liability of the

Compooy becoase such costs esceed the 15% limit

Income Taxes

The Company has made an election lobe tuned usa REIT under Sections 856 through 160 of the Internal Revenue Code commencing with the Innoble year ended December 31

2g II Prior to qaaliing In be taxed as REIT the Company was subject to normol federni and state corporation income tones The Company previously determined not to make an

electien to qaali as REIT under the internal Revenue Code because it had net eperoting loss for the
yeats

ended December 31 2009 and 2010 and hod fewer than 100 sleekhnlders

us of December31 2009 and 2010

As REIT the Company genemlty will not hr subject to federal corpernte income tan to the entent it dislribusen its REIT tunable income In its ntoekhnldern no long an it

distributes at least 90% of its RRIT tenable income which is computed withnot regard to the dividends paid deduction creel capital gain and which does not neceusarily eqaul set

income an calculated in accordance with OAAP REITs are subject to nombee of other organizational and epeentinan requirements Even if the Company qualifies for tanation usa

REIT i/maybe nabject to certain stote and lecal tanrn on its income and preperty and federal income and excise tanen on its
andistribaled ineamo

The Company leases the hotels it acquires to wholly-owned taxoblo REIT sobsidiariex shot are subject to federal state end local income tones The Company accnantr fer

inceme tunes using the onset and liability method under which deferred tan assets ond liabilities are cocegniced for the future tan consequences
attnbatable to differences beswern the

financial stutewent carrying amounts of es/sting assets and liabilities and their respective tan bases The Company records valuation allowance fee net deferred tax assets that ore net

enpected lobe realized
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Netee te Censelidated Financial Statements

For ihe Years Ended December 312012 and 2011

The Company has reviewed tan pasitiuas under GAAP guidance that clarifies the relevant criteria and approach far the recognition and measurement of uocrrtain tan positions

The guidance prescribes recognition threshald and measurement attribute for the financial stalrmant recognition of tax position taken or expected an be taken in lax return Alan

position may aaly be recognized in the financial statements if it is mare likely than not that the tax positian will be sustained
upao

enaminatian The Company has no material uncertain

am positiom as nf December 312012

The preparation nf the Companys varioas lax returns requires the use of estimates for federal and state income tax putpases These estimates may be subjected an review by

the respective taxing authorities revision an an estimate may result in an msessmmt af additional lasts penalties and interest At this time range in which the Companys estimates

may change is not enpmted to be material The Company will accauot foe interest and penalties relating to uncertain tax provisions in the cuerent period results nf operations if

necessaey The Company has tan years 2000200920102011 and 2012 remaining subject to ruaminatiass by various federal and state saujnrisdictioos

Canceneralien of Credit Risk

As of Drcrmber 312012 aba Company had cash and cash eqaivalents and rrstricled cash deposited in certain financial iostitutians in excess of federally insured levels The

Company diversifies its cash nod cash equivalculs with scvernl banking inslilali005 in un attempt to minimize
enpasure to any anc of these inslitutiom The Company regularly

monitors the financial stability of these financial institutions and believes that it is oat rnposrd tu any significant credit risk in cash and cash equivalents or rastriclcd cash

The Company is also exposed to credit risk with rmpect to its joins venture interest in the Hyatt Place Nate As significant investosent af the Company the faiture of the

borrower on the flynn Place Note so make paytstenls of interest and principal when due or any other event of default nader the Hyatt Plore Note would have an adverse impact on the

Companys results of operations

taisaalian aaadAlloralion ofRealPraperty Acquisition

Upon acquisition the purchase price of teal praperly is allocated lathe saogible assets acquired consisting of land buildings and tenant improvements any
assumed debt

identified intangible assets and asset retirement obligations based an their fair values Idenlified intangible assets consist of above-market nod below-market Imses in-place leases in-

place contracts Icoant relationships and any goodwill or gain an porchase Acquisition costs are charged so expense as iecnrrtd Initial valantions are sabject to change daring the

measuremens period bus she measmemeot period ends as soon as the infortssatioo is available The measurement period shall not excmd one year lOam she acqoisirion date

The fair value of she tangible assets acqnired consius of land buildings flsraimre fixtures and equipment Land values are derived from appraisals and buildings are

calculated as rrplacrmmst cost iem depreciation or the Companys estimates of the relative fain value of these assets ming discounted cash flow analyses or similar methods The value

of the building is depreciosrd over the estimated useful lift of thirty-nine years using the straight-line methcd The value af fleraimre fixtures and equipment is based on their fair value

osing replacement costs less depreciolian

The Company delenstines the fair value of assumed debt by calculating the net present valne of the scheduled martgage paysnents using interest rates foe debl with similar

terms and remaioing malurisim that the Company believes the Company could obtain Any difference between she fair value and stated value of the ussomed debt is recarded usa

discauot yr premium aud omortizrd over the eemoioing life afahe loan as interest espmse

In allocating she purchase price of each of the Companys prcperties the Ccmpaoy nuakes assamptions and uses vorirus rssimales including but not limited to the estimated

useful lives of the assets she cost of replacing certain assets discuunl rates used to delerasine present valnes market rental rates per square foal nod the period required to lease the

property up to its

occupancy
at acquisition as if it were vacant Many of these estimates are clssoined from iodependeol third party appraisals However she Company is responsible for

the source and ate of these estimates These estimates are judgmental aod subject lv being improcise accordingly if different estimates and assampticos were derived the valuatiao af

the various categories of she Companys real estate assets or rolated intangibles could in sara rrsult inn differenco in tho depreciation or amortization onpanse recorded in the

Companys consolidated financial unsemuots These variances could be material to the Compaoys results of operatiuns and financial condition
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Valoaeien and llleeaeiem ef Real Preperey Omnership

Depreciation or amortization enpense are computed osirsg the srreiglst-tioe and acceterared methods based upon the fotlowiog estimated useful lives

Years

Buitdingyandinsprbvensenta 4e1 \SW
Esterior improvemeats

10-20

EqnipmithaftMnrest S-tO

impairments

For neat estate the Company owns the Company monitors events nod changes in circsmsraoces indicating that the currying amounts of the coat estate assets may sot be

recoverable When such events or changes in circsmsraoces are present
the Company assesses potenriat impairment by comparing estimated future aodiscouuted operating cash flows

espected robe generated over the life of the asset and from its eventual disposition to 1hz carrying amount of/he asses In the event thai 1hz earrysng amount eseerds the estrmated

future nndiscnau/ed operating cash flows the Company recognizes an impairment toss/n adjmt the carrying amount of the asset to estimated lhir value for assets held for me and fair

valse less casts/s se/I for assets held for sale There were no such impairs/cut tosses for the yeats ended Deczmbm 31 2012 and 2011

In evalaatisg the Companys investments for impairment rho Company mahrs several estimates and msumptions including bat not limited to the projected date of

disposition of rho properties the estimated fit/are cash flows of the properties daring the Companys ownershtp and/ho projected sales price of each of the properties change to

these estimates aod osssmprioss could resalt isa change is the estimated fair va/ne of/he Companys properties which could then result in an impairment nra material change lathe

Compasys fiosscia/ statements

Rerenae Reeegnitien

Hatst recesses including room food beverage and other ancillary revenues are recognized as the reIn/rd services ore delivered Ongoing credit evalsarions are performed

and as allewasce for potential credit lasses is provided agaim/ the psrtiss of accnssls receivable that is estimated lobe ascollm/ible Interest income is recogstzzd when earned

Cash and Cash Egniralenrs

Cash and cash equivalents represeur cash on hand or held is bashs nod short-term investments with no initial maturiry of three months or lessor the dale of purchase

Restricted Cash

Restricted cash includes reserves far debt service and insurance as well as reserves for property improvements and furniture firs/ores and cqaipmeor as required by certain

management or mortgage debt agreemcsr restrictions and provisions Restricted cash a/so isclsdes rash collateral deposited wrth banh re/a/ed to loan that may be med by the

Company toward the payments of priscipal sod is/ernst of/he loan and any other amess/s dse nuder the loan is the event of defaal/

Valaal/en afAcceonrs Receirable

The Company robes is/a cossidmarion certais factors that require jadgmesrs lobe made as/s the roller/ability of recetvablos Callectabiltty factors robes tots cssstdrrartos

are the am055rs eststandiug paymesr history and fisascial strength of the tenant which tubes as whole derermtses rho valuation

Mortgage Nate Receirable

The Company provides firs/-mortgage fisascisg is/he form of note receivable This loan is held far isvesrmesr and is intended/abe held/n maturity and accordingly is

recorded at cost and ncr of/he allowance for losses when loan is doomed/abe impaired Premiams discessts sod net origisattos fees are amorttzed or accrered as an adjaslmrsr /0

interest income sstsg rho effective is/crest me/hod over the life of the loan The Company discosrisses recordisg interest and amortizing diseossrs/premtsms wheu the contractual

payment of is/crest and/er prmscipal is nor received

F-/I
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Fur the Years Ended December 312012 and 2011

Impairment of Note .Receieabie

The Compony reviews thu note receivoble for impairrnrot in mcli repoeniog period pursuant
to/be npptiooblo authonitotivo accoonting guidooce loon is impaired when based

on corrent information aod eveats i/is probable that the Company will be unable to collect all amounts recorded as assets on the bolaoce sheer The Compaay applies normal boo

roviow ood uoderwritisg peocedores as may be implrmmted or modified from time to time in making that jodgmeat

Wlsen loan is impaired the Company measures impairment hosed on the present value of espected cash flows discnanted at the loans effective ia/crest rate against the value

of/he asset recorded on the balance sheet The Compooy may also mrasore impairment bmed 000 loans observable market ps/ce or the fair value of collateml if the loan is cotlateml

dependent If loan is deemed to be impaired the Company emords valuation allowance through charge to ramings for any shortfall The Companys assessment of impairment is

based on considmabtejudgment and estimates The Company did not rmoed valuation allowance dorirsg the year coded December 3129/2

Prepaid Expenses nail OtherAssets

Prepaid enpenses
inclode prepoid property

insurance Other assets include receivable from third-party property management company

Deferred Centn

Deferred costs consist of deferred financing fees and hotel franchise costs The deferred financing fees arc recordrd at cost aod are amortized to interest
esponse osing

straight-line method that approsimotnr the rffrctive intrrest method ovm thr lifo of/he mlated debt The franchise casts are recorded at cost and nmortioed over the term of the franchise

contract Accomala/ed amortization of deferred coos was $20564 md $49125 as of December 31 2012 and 2011 rrsprctivnly Espmtod 0-tare amortimtion of doforrod finasseing foes

and hotrt franchise ens/s is as follows

Years Ending

December31

293 15539

2014 55539

1I2V J1th5 35559

2016 34848

ffrcfih9e ______
Total 108219

Earningn Less per Share

Eamings loss per share EPO is calculated hosed on the weighted avemge number of shares outstanding during noch period Basic ond diluted EPS are the same for all

periods presented Non-vested shams of restrictrd stock totaling 0125 shores held by the Companys independent directors ore included in the calcolation of earnings per share

becaase the effect is dilative Restricted stock was iacluded in primary earnings per share because the restricted stock participates in dividends

Recent Aeeanneing Prenoeneemeno

There are no new unimplemented accounting pronouncements that are roper/ed to have material impact on the Companys resalto of operation financial position or cash

flows

Investment in Iletel 1reperlim

Investments in hotel propeetim consisted of the foltowing at December 312012 and 2011

P-l2
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On May 27 2818 the Company acquired itsjeint ventnro interest in the Residence Inn Property theengh Mendy National RI Perimeter LLC the Perimeter Joint Vmststee

The Cempsny owned n75% interest in the Perimeter Joint Venrnrn rhreugh Mnndy Nat/neat Per/motor REIT Member LLC rho Company Member wholly-owned sabsidiney

of tho OP Meedy Nntional RI Perimeter TO LLC the Moody Member limited linbility cempnny wholly emend by Born Moody the Companys Chairman and Chief Eneentive

Officer owned a25% membership interest in the Perimeter Joint Ventrsre On May 272010 MnndyNotienol RI Perimeter Holding LLC amholly-emoed subsidiary of the Perimeter Joint

Venture Ri Pcdmetee Holding acqeired fee simple title to the Residence Inn Properly by perchasing Ihe interests held by twenty-seven tcnssst-iu-commnn owners collectively the

Sot/or fee an aggregate purchase price ef $7350000 comprised of cash payment to rho Settee of $2350000 and the assumption and mediflcntien of $5000000 of esistiag

rndebtedness no the Residence ton Property os described in Note pIus closing costs teonsfoe tones and certain poymonts to third poetics in cenneetion with fees incneeed by the

Seller

In cessectien with the ocquisition of the Residence Inn Property the Company formed Moody Notional RI Perimeter MT Inc the Residence Inn TRS erasable REIT

sabsidiaty The Company Member emned 75% of the outstanding eqaity interest of the Residence Inn TRS and Brett Moody owns 25% of the outstanding eqaity inteeest Upon

the closing ef the acqnisirinn of the Residence Inn Property Mendy Notional RI Perimeter Master Tenant LLC wholly-owned subsidiary of the Residence Inn TRS the Residence

Inn Master Tenant entered inre on operating lease agreement pursuant to which RI Perimerer Holding teared the Residence Inn Property to the Residence Inn Master Tenant The

Resrdence Inn Property was sold on Augast 23 20t2 as doscrihod in Note It Discontinued Operations

On November 52012 Moody National Wend-Hen Holding LLC whelly owned subsidiary ef the OP Moody Holding acquired fee simple title In the Woodlands

Pmprrty from third parry sellers foe on aggrogato purchase price of $12000000 comprised of cmh payment to the sellers of $5000570 and the assumption and modification of an

osisting moergegn lean secured by the Woodlands Property with principal balanco as of the closing date of $6911422 and original principal amount of $7300000 plus closing

cests The purchase peter of the Woodlands Property escluding acquisition ospensos mas allocated se/and buildings end improvements and furniture flstnres and equipment in the

amounts of $2460000 $8960000 end 5580000 respectively Acquisitions costs of $365720 mere incurred end enpemed in connection with the acquisition of the Woodlands Preperty

The Company has recegniced sppresimately $437000 in revenues and $354008 in losses for rho Woodlands Property since November 62012 In connection with the acquisition of the

Weodlands Preperty the Company fermed rasable RUT subsidiary the Woodlands TRS Upon the closing sf the acquisition of the Woodlands Property Muedy National Weed
Heu MT LLC wholly owned subsidiary of the Woodlands TRS the Master Tenant entered use Hotel Lease Agreement pursuant to which the Muster Tenant leases the

Woodlands Property Meedy Natiesal Hospitality Management LLC an affiliate of the Company manages the Wnedtunds Property pursuant tea Hotel Management Agreement wish

the Mustor Tenant

The following ansadited pee ferma consolidated financiul infermatien for the
years

ended Omembee 312012 and 2011 is presented us if the Company ncqsired the Woodlands

Property en January 12011 This information is not necessarily indicative of mhut the actual results ef operations mould have been had the Company completed the acquisiliee of the

Woodlands Preperty en January 12011 nec dees it purport te represent the Companys future operas/ens

Years ended December 31

2012 2011

.$4055557 73V4l046

220355 264737

0l79s933.. T17228

1400288 381965

1826403 586552

1.08 072

F//or Mend0 t/asmal

Sabmissiun

631 quaIsty

Jets Number q13-00400

Sanad

Oeqaosen 92

Crealad using EDOARizorAgonI

Lmsd /$y 25T3
Beitd/ngs and impouvemonts

Psttt5item flxhtreRnndnqtaipnleot

Total cost

AccnmulatSafetnciuded

Investment in hotel properties net

2012 2011ty $flfl4498I4$t 8Z580
1960000 5901500SnS$hOrO0A 514525

12808600 7518525

.syr
S1762 419793

11942238 7628732

Revenue
..

..

Income from ceutiseing operations

Toal income ltem4iecntsthsoed epemtiesso

Nor Income

Inctsmo alsr/bntabletspeommnnshocehoMers

Net income
per common share basic and dilu/od
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For tlscYcars Ended December31 2012 and 2011

Notes Receivable

An of December 312012 and 20t notes receivable were $12468400 and 5t2655433 respootivoly

On Jnoe 32011 thu Closing Dane cud effective as of May 52011 the Effective Oate the Company acquired ajoint ventnre interest in thc Hyatt Place Note parsnant to

the transaction descrihed helow The Hyatt Place Note was issned by Moody National HP Orapevine Trust Delaware ntatatnry nut the Trust in favor of Patriot Bach Texas

banking association the Patriot Batth and is secnred by lien on the Hyatt Place Property As af the Closing Dote the HyaD Flare None had an outstanding principal balanco of

$12759199

On the Closing Date the OP Moody National Mortgage Corporation Macdy National Mortgage an affiliate of the Spoasor controlled by Brett Moody and certain of

the holders of ownership interests in the Trust collectively the Trust Members and together with the OF and Moody National Mortgage the Members entered iota the limited

liability company agreement the Note Saint Venture Agreement of luEl4HP None Holder LLC Delaware limitS lability company the P/one Joint Venture On the Closing Date the

None Joint Venture aeqaired the Hyatt Placr Note from Patriot Bach for an aggregate purchase prior of 512759t99 rnclosive of closing costa The Note Joint Venture financed the

pnymran of the purchase price for the Hyan Place Note with capital contribution to nbc Note Joint Venture from the OP and the TrusI Members and Ihe proceeds of lana from

Patriot Bank rvidruoed by peomissorynote in the aggregate principal amoant afSl 1413290 the Acquisition None Foe additional inforsnation aa the tenns ofnheAoqnisidonNate

see NoteS As of Deoomher 31 2012 the OPs membership intermt in the Note Joint Venture was 74.5% the Trust Members membership interest in the Note Joint Ventuee was 11.5%

and Moody National Mortgages membership intermt in the Note Joinl Venture wan 14%

Da the Closing Dane and olToonive as of the Effective Dtue the Note Joint Venture and the Trust entered into Renewal Enteanion and Modificarion Agreement which

extended the maturity date of the Hyatt Place Nato and ameuded the teems of the Hyatt Place Note The entire onpaid principal balance of the Hyatt Place Note and all accrued and

anpaid interest thereon is due and payable in fall on February 12018 nbc Mommy Dane The Hyatn Flare Note accrued interest ala fined rate of 5.15% per aanam from the Closiog

Date nheoaglt Aogast 212012 the Piest Change Dane For the period from the Prst Change Date through August 212015 the Secand Change Date the Hyatt Place Nate will

accrue interest at 5.15% which is fined tune oqaal to the variable interest rate per annum published in The Watt Streeefoorna/ an the Prime Raw for the U.S the Prime Rato in

effrcn as of nbc First Change Dane plan 1.90% Poe the period from rIse Second Change Date thenngh the Matority Date the Hyatt Place Note will accrae intreost at fined rune equal

10a nbc Prime Rate in offeon as of the Second Change Dane plan 1.90% pmvided that in no event wilt the interest rune exceed the maximum interest cane poemitned by applicable law

the Masimam Rate The Prime Rate at December 312012 was 3.25% The Trust may prepay the Hyan Place Nate in whale or in part at any lime without penalty or premium

The Trusts obligations oudee the Hyatt Place Note are secured by amoag other things Deed of Trust Secarity Agreement and Piuancing Statement by the Trust foe the

benefit of Patriot Bank tho Deed of Trust with respect to the Hyatt Place Property and an Assignment of Rentu by the Trust foe the beneBt of Patriot Bach tho Assigamont of

Rents with respect no the Hyatt Place Property On the Closing Date aod effective as of the Effeenive Date nbc Deod of Trust tho Assignment of Rentu the Hynn Place Note and alt

other loan documents related no nho Hyatt Placo Nab wree assigned from Patriot Bank to the Note Jaiat Venture pursuant no an Assignment of Note nod Lienu by and between nbc

Patriot Bank and the Nate Joint Venture

The estimated fair value af the Companys aoto receivable as of Docombor 31 2012 asd 2011 was appeasimately $12468400 aad $12655433 respectively The fair valae af the

aote receivable was estimated based on discoantod cash flow aaalysos using Iho ooemnn incromantal borrowing runes foe sinsilne types of borrowing arenogements an of the respectire

reporting dates The discoanned cash flaw method of assessing fair voIce results in general approximation of value and sach value may never actually be realizcd
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Notes te Ceeselidated Financial Statements

For the Years Ended December31 2012 and 2011

Debt

The Companys aggregate borrowings secured and unsecured are reviewed by/be Companys beard of directors at least quarterly Under the Companys Articles of

Amendment end Restatement as amended the Char/er the Company is prahibiled from borrowing in excess of 300% of/he value af the Companys eel assets Net assets foe

pnepnses
of this calculation is defined to be the Companys total utters n/her than intangibles valued at cost prior/n deducting depreciation reserves foe bad debts and other non-

cash reserves less total liabilities The preceding calcala/ioa is generally expected to approximate 75% of/he aggregale cost of/he Companys assets before ann-cash reserves and

depreciation However the Company may temporarily barrow in excms of these amounts if such excess is approved by majarity of the Companys independent dseretnrs and

disclosed to stockholders in the Companys next quarterly report along with an explanation foe such excess As of December 31 2012 the Companys debt levels did sot exceed 300%

of the value of/hr Companys set assets

As of December 31 2011 the Companys debt-ta net ussr/s ratio escmded 300% The Cempanys independent directors approved such excess debt due/n the fact that the

Companys board of directors believed/hat the Companys natataudiag indebtedness was adequately srcnerd and thr Company was able to terrier its outstanding indebtedness

under the trrms of its financing agrerments

Au of Decembee 312012 and 2011/hr Companys no/ct payshle cnxsitled of the following

Principal as of Principal as ef laterest Rare at

December31 December31 December31

2012 2011 2012
_______________

9issc J000600

11003650 113/9304 3.00%

a/s .-. rloia/os500

6901013 6.00%

so.s ruIY900d3S0-$ --_045I93$0

Loan was paid in full
upon

tale of/hr Residence Inn Property on August 232012

Lena was paid in full on May 2720/2

Residence Inn Lean

In connection with the acquisition of/hr Residence Ian Property dmcribrd in Nate on May 272010 RI Perimeter Holding and the Residence Inn Master Tenant

collectively the Borrower entered ia/n modification on the existing indeblrdarsa an the Residence Ian Property
in the form of teemed loan in the aggregate principal amount of

$5000000 the Properly Loan from Citicorp North Atrterica Inc Citi to/he Borrower parsuant to loan agreement the Properly Loan Agreement The en/ire orpuid priacipal

balance of/he Properly Loan and nIl accused and unpaid interest thereon was due and payable in full on June 62015 Interest en the nu/standiag principal balance of/hr Proprr/y Loan

accused at
per annum rate equal /06.50% The Borrower made monthly payment of iu/ereu/ only from the date of/he Property Loan Agreemea/ through thr monthly payment due ta

June 2012 The Properly Loan was paid in full
upna sale of/he Residence Inn Property an Angus/ 23 2012 The Company paid prepayment penalty in canarctson wsth payment of the

Properly Loan of $391232 which is included in ia/meat expense

mb Somber ql3-/O400 Reu -NOT DEFINED

Sanad Printed 3/29/2013 161135
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Hyatt Place Acquisi/irn Note

AffiliatodPeamiaan4yNaIo

Woodlands Loan

To/cf

Malarity Date

May 2018

December 62016
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Meady National REIT Inc

Netes te Connetidated Financial Statements

Far Ike Years Ended December 312012 and 2011

Affiliated Preminnory Nate

On May 272011 in connection with the acqainition of/hr Residence too Property Compony iv Member ivvned promissory note in favor vf the Mvvdy Member in the

aggregate principal om000t of $200000 The entire principal amount of the prominnory nv/c vnd all ncceaed and onpaid interest thereon wan doe and payable in full en May 272012 and

the unpaid principal amonnt of the praminnory note acerned inteernr at rote nfl .25% per nnnnum The promissory note wan repaid in belt on May 27 2012

Aeqa/n/a/en Nate

In connection witb the acqainition of the Flynn Place Note on the Cloning Date and effective an of the Effective Date the Nate Saint Venture borrowed $11413210 from Patriot

Bank pursuant to the Acqninitioo Note and the Commercial Lonn Agreement by and among Patriot Book the Note Joint Venture Moody National Mortgage Moody Nutionot

Management Moody National Realty Company L.P Moody Notional Realty an affiliate of the Sponsor md Been Moody the Loan Agreement

The Acquisition Nate reqairen monthly installment puytneotn of principal md interest of $54704 with the entire unpnid principal balance and all occraed and unpaid interest

tbereaa doe and payable in bell on May 52010 the Acquisition Note Maturity Date The Acquisition Note occeued interest at fined rate of 3.00% pee onnum through August 21

2012 the First Acquisition Change Date For the period from the First Acquisition Change Date through Augont2l 20t5 the Second Acquisition Chonge Date the Acquisition

Note bears interest at fined rate of 3.00% which in eqool to the Prime Rote in effect us of the First Acquisition Change Dote minus 0.25% provided that in no event will the

intermt rote exceed the Monimum Rate For the period from the Second Acquisition Change Dole through the Aequinitian Note Motority Dote the Acqoisition Note will beor interest at

fined rote equal 10u Ihe Prime Rate in effect an of the Second Acquisition Change Date mines 0.25% provided that in no event will the interest rote esceed the Maximum Rate

Afire the occuereace of and during the continuance of any event of defuolt under the Loan Agreement the unpaid principal balance of the Acquinition Note and all ucceoed and unpaid

intreert thereon will bear interest at the Maximum Rate Patriot Bunk may collect lute fee in the amount of 5.0% of any installment of principal and interest due under the Acquisition

Note that it more than ten days pant due The Aeqoinition Note muy be prepuid in whole vein part at uny time without penalty or premium Principal payments of 0326291 1336355

$346730 $356577 $360423 and $9269282 are due forthe yeats 20t3 201420152016 2017 and thereafter respectively Au of December 312012 them woo $11003651 outntonding on

the Acqoirition Note

The Loon Agreement provides foe costomuty evento of default some with conesponding cure pcriodn incloding without limitation payment defouhn breaches of covenants

or representations in the Loan Agreement or any other loon docoment bankruptcy related defuultn the dissolution or liquidation of the Note Joint Venture and the occurrence of any

material adverse effect no defined in the Loun Agreement The Loon Agreement also provides that it will bean event of defoult if among other events the OP and Moody Notional

Realty cease to collectively own and control directly or indirectly at leont 51% of the equity interests in the Note Holder Joint Venture or Ihe OP reuses to nerve on the note manager of

the Note Joint Venture Upon an uneured event of default under the Loon Agreement Lender may deelore all om000tu due under the Acqoisition Note imtnediately due and payable in

bell

The peefoernunce of the obligations of the Note Joint Venture under the Acquisition Note is secured by Collateral AsniEnment of Note and Liens by and between the Note

Joint Venture ond Lender the Colloteerl Annignmenf pursuant to which the Note Joint Ventore pledged and cotloterally ossigned to Lender end geonled Lender security ioterent in

all of Note Joint Ventures right title ond interest in and to among other items the Hyatt Place Note and oIl indebtedness evidenced thereby the Deed of Trunt oIl other loon

documents relating to the Hyatt Place Nete and elI right title interest and cluimu of the Note Joint Ventuer us the owner of the Flynn Floee Note including any nod otl poymentu of

any kind payable to the Note Joint Venture by the Trust by reason of the Note Joint Ventures ownership of the Hyott Place Note Pursuant to the Cetloterul Assignment upon any

event of default under the Loon Agreement or the Collateral Asnignmeut alt amounts due and payable by the Trust under the Hyatt Place Note will be due and poyable to Lender

In addition Moody Notional Mortguge Moody National Management and Moody National Realty have each unconditionally and irrevocably guaranteed the prompt

payment when due of alt of the Note Joint Ventoeen obtigotionn onder the Aeqoinitien Note and the Collateral Aonignment and Brett Moody boo provided limited guaranty of

the Note Joint Ventures obligations noder the Acquisition Note and the Collateral Annignmeut
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Mendy Natienal REIT Inc

Rates to Censelidated Financial Statements

Far the Years Faded December31 2052 and 2011

Weed/ends Lees

Os November 02012 Moody Holding acquired fee simple title to the Wondloods Property from ossfStio/rd third porty setters for as uggregote purchase prior oflt2550DDO

comprised ofl emh poyment to the setters of $5055575 sod the Compsnys ossnmption nod modifteatios of us esistiog mortgage tons seesred by the Woodlands Property with

an origirsol principal omoust of $7505000 the Woodlands Loan from U.S Bask Notionat Ausociotios as Toaster for the Registered Holders of J.P Morgan Chase Commercial

Mortgage Securities Trust 2006-LDP9 Commercial Mortgoge Puss-Through Certificates Series 2006-LDP9 the Lender

ts eonsretios with the acquisition of the Woodlosds Property by Moody Holding Moody Holding ussumnd unmodified the Weodlasds Loon porsuost to Consent

Modification and Assumption Agreement by und among Moody Holding and tbr Lender As of November 02512 the Woodloods Loon bud on ootstosding principle balance of

$6911422

The co/ire unpoid principal bulonce of the Woodlonds Loon and all accrued sod unpoid interest thereon wit be due and payable is fittI on December 62016 Interest on the

oatstouding ptincipot butonce of the Woodlands Loon mitt accrue 0/0 per annum rate eqnol to 6.0% In the event that osd so tong as any event of defoult has occurred ond is

continuing under the Woodlands Loon the outsteodisg principal balance of the Woodlands Loan end any unpaid isterest thereon will beor interest at per annum rote equal to the

tester of the highest interest rate petrniltrd by applicable low and 211.0% Is additios in the event that
any psytnest doe andre the Woodlands Loan in sot made when due Moody

Holding will pay tote charge in an omeunt equol 105.0% of the amount of the overdue paytnest Moody Holding may upon at least thirty days prior written notice to the Lender

prepay the Woodluods Laos in full wrlhout pesolty 0/anytime following thr date/ho/is threr months prior to the maturity dale In certuis circumstancrs pmpoymrnt of the

Woodlands Loon wilt be subject too prepaytnent pesalty calculated in occnrdance with the promissory or/c evidencing the Woodlands Loan Principal poynsents of$t2321t1 $130900

$139597 and $6507807 ore doe for the years 2013 2014 2015 and 2016 respectively As ofDrcembrr3t 2012 there was $6901013 outstanding on the Woodlonds Loon

The performance of the obligotions of Moody Holding nuder the Woodlands Loan are secured by among other things security interest in the Woodlands Proprrty and

n/her cotta/mt grunted to Lender pursuant too Deed of Trust and Srcsrity Agreement 20 security interest in ott personot property occounts inventory and other colloterot related to

the Muster Tenon/s operation nf the Woodlands Property grunted to Lender by Muster Tesost pursnanl too Security Agreement 3oo ossigomest of the leases oud rests of thr

Woadlonds Property in favor of the Lender by each of Moody Holding and Masteo Tenont 4an ossignmest of all of Muster Tenants right title and interest in nod to the property

musogomost ogrooment and/hr subnrdisntioms of ott of the property m000gers rights and interests with respect to the Woodlands Property to the liens and interests of the Lender

pursunsl to an Assignment and Subordinotios ofManogrmest Agreement and as absolute guoranty to pay and agreement to indemnify the Lender with respect to certois of the

obligations und liabilities ef Moody Holding under the Woodlands Loan granted to the Lender us ojoint and several basis by Brett Moody the Company and the DP

to addition parsuont too Hozordous Oubstuncrs Indemnity Agreement the Esvimmnrtsml Indemnity BreD Moody thr Company thr DP ond Moody Holding

collertively the tndnmni/ors hove ogrond to jointly and srvnrully indrmsify and hold hurmtnss tho Lender from end against any boson dumogos oloims suits or othor tiubititirs of

any suture that the Lender or the Woodloods Property moy suffer or incur as result of omong other things any violotion of any esmvirnomestut law retuted to or offectisg the

Woodlands Prnperty the
presence

release or threat of release of
ony huzordous tonic or harmiftl sobs/once on is nodm or offecting the Woodlands Property or it surroundings

usy breach of or foilsre to comply with the Environmental Indemnity by ony Indemsitor ond Ihe enforcement of the Environmental Indemnity Pursuant to the Enviromnentul

Indemnity the tndemni/ors olso mobe certois covenants ond ugrermests with respect to the Woodlands Property isctuding mointoining compliance with environmental tows ond

performing any necessary
enviromnes/ol romodiotion of/he Woodlands Property

The estimated fair votne of/he Camponys note payable us of December 31 2112 and 2011 was sppronimotely $17904671 and $16519304 respectively The foir volne of notes

payuble was estimated based on discounted cosh flow snulyses using the cones/incremental burrowing rates for similar types of borrowing arrangements ns of the respective reporting

dates The discounled cash flow method of assessing fair votue results iso general upprnnimotinn of value osd such value may never actually be realized
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Moody National REIT Inc

Notes to Consolidated Financial Statements

For the Years Ended December 312012 aod 2011

Eqoity

Capiloiiealioe

Uodrr Ike Charter the Cnmpony has the authority/n issue 400000000 shores of commoo stock and 50000000 sharon of preferred stock All shares of such stock have par

value of $0.01 per share Os February /92000 the Compaoy sold 22222 shares of comtoan stock/v the Sponsor for $200000 is cash Parsoant ta the Compaayo Independest Directors

Cotnpeosa/ioo Plan the Company issued 15000 shares ofres/ric/ed slack no May 182010 7500 shares of restricted stock on Aagas/ 242011 5000 shares of restricted stock on May

92112 and 7500 shares ofees/ricted stock vu Aognse 14 2012 On February 29 2012 the Company caucelled 1250 aovested shores of restricted stock previoasly gras/ed to an

indepeodent director in conner/ion with such directors resignation An of December 312012/he Compasy had issaed 1317307 common shares in the Companys public offeriugs

inclading 36065 shores issaed paenaao/ to the DRIP As of December 312012 there were total of 1373279 shares of/he Companys common stock issaed and outstanding

The Companys koard of directors is aathorieed to amend the Charter wi/hoa/ the approval of/kr stockholders to iacrease the aggregate namber of aa/horieed shares of

capital stock or/he nambor af shares of any class or series that the Compaay has aa/hori/y to issue

l7isorthae/oes

Do May 202010/hr Company anthoeieod aod declared cash dis/ribotioa /0 its stockholders 000tingeot apon the closing of i/s acquisition of an is/errs/ia the Residence ma

Property The distribution accrues daily to/he Companys stockholders of record as of/he close of business no each day is payable in comalutive amouas/s no or before the 15th

day of each calnodar month and 3/s culrala/ed at orate of 50.0021 92 per share of the Companys common stock per day which if paid each day over 365-day period is rqaivalmt to

an 8.0% anossalierd disrriba/ion rate based no purchase price of $10.00 per
share of commoo stock

The followiag table sausroarizos distributions paid in cash aud parsaan/ to the DRIP fon the years mdod Decemkor 31 2011 and 20/2

Cash Distribution Paid Total Amount of

Distribution Pursuant tu DEIP Distribatian

Period 112
PsroWfr201l tST yo 4/ P14t4 42098 2TT46 ld4c
Second Quarter 2011 4639/ 29343 75934

ThtnSQaostoe2Oll 4/P 52391 l4Ztc\ 830
FouethQaar/er2OIl 67284 29758 97042

rUttpC it St 14/ti 209664 ikE 326s051

Pieo/Qnao/m2082 90374 S4/ 017497

Second Qsaeter 2012 /14446 35856 /30302

ThirdQaasoer2Ol2 4/ 4/ 14DS27 54/r 38Q7t

Poaetk Qaae/er 2012 /77655 61594 239249

total 4/4/ 531902 5.... 177023 798925

Din/nba/ions are paid on monthly basis Dis/rika/ions for all record dates of given mouth are paid appronimato/y 15 days followtsg the end of ssch mon/h

Amoau/ of dis/ribo/ioas paid in shares of common stock parsoao/ tot/se dis/ribation reioves/men/ plan
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Moody Natieent REST Leo

Notoa to Consolidated Financial Statements

For the Yoars Ended December 31.2012 and 2011

Noncontrolling Interests in Consolidated Joint Ventnres

Nosconleotling interenl in consolidated joins yea/sees at Decembor 31 20t2 wan $466493 which oeprenentod owsnernhip iotooents in the Note Joint Veotsee and is reported in

rqni/y in/be cyonolidated balance sheets Income from consolidated joins ventnee atteibolabte to those noncontrotting interests wan $373806 and $75362 for/he
years

ended December

31 2012 and 2011 respectively

Related Party Arrangementa

Advisor and certain affiliates of Advisor receine fees and compensation in connection wi/h/he Compoays pablic offer/ag and the acqaisision monagemeal and sale of the

Companys real estate iavestments

Selling Commissions and Dealer Manager Fees

Moody Smorilies LLC Moody Secsrities she deateemanagm of she Companys pobtic offering mcnives setting cotmnissinn of
op

106.5% of
gross offeriog proceeds

raised in the Companys pablic offerings Moody Secorities may re-allow all an portion of ssch selling commissions earned to participating broker-dealers In addition the Company

pays Moody Secorities dealer manager fee of op to 3.5% of gross offeriag proceeds raised in tho Companys pobtic offerings portion of which maybe reatlowed to participating

broker-deatms No setting commissions or dealer managm fee are paid for satm ponsoant to the DRIP As of December 312012 the Company bad paid Moody gecansses $746368 and

$144416 is selling commissians related lo/heiniliot and follow-on rfferingsrespec/ivety and 51913626 and $40154 in deatermnnnger fees mInted 10/hr inisiol and follow-on offerings

respectively which has been recorded as as offset to addilionat paid-in capitol in the condensed consolido/ed balance shed

Organization and Offering Cones

Advisor and its affiliates wilt be reimborsed op to 15% of offering proceeds for reianborsement of organrealsos and offenag espensm inctadsng selling consmrssrons and the

dealer manager fee poyobte to Moody Secsri/ies nol lo enceed aclsal enpenses incareed Advisor will be responsible for/he pnynten/ of organization and offering espenses to/he en/mI

they esceed 15% of gross offering proceeds wilhoot recosrse against or reimbnrsement by she Company As of December 312012 Adviser and i/s alfilioles bad incanred organientionot

and offering ospemes of $3214000 and $561090 related to the initial and follow-on offerings respectively As of Dncembor 31 2911 Advisor aod its affiliates bad inroered

orgasizasiostat and offering enpenses of $2813009 mInted to/he initial pnblic offering As ofDecembm3l 2012 lotal offering costs wem $4132374 foethe initial pablic offering and

0746040 fee she fellow-on offering Drganieatios costs wem $28083 far Ihe initial pablic offering Offering costs of $946944 and $104570 were incaeeed directly by tbe Company for the

initial and follow-on offerings respectively The Company ban reimbamed Advisor foe $20083 in organization costs and $742134 in offering costs for Ibo inisiat pobtic offering and

$503324 in offeting ens/s for the follow-on offering The Compaay has $401001 receivable from Advisor for offering cosls which is recorded as an offset to additional paid-in copilot

The remainiog $2903243 in offering costs is solo liability of the Company beenose soeb con/s esceed the 15% limit described above The Companys initiol poblic offering temsinated

on October12 2012 Pnmnanl to the Advisoty Agreement within 60 days following/he lost day of/he month in which the initial pabtic offering trrmiootes Advisor masl reimbtaese the

Company to/ho os/eat that the organization and offering costs borne by the Company in connection with the initial pabtie offering eneoed 13% of the gross offering proceeds lathe

Company from the Componys completed initial pnblic offering Organization and offering costs home by the Company in conneclion with the Companys completed initial pabtic

offering did 00/ esceed 15% of the gross offering proceeds to/he Company fmm she Companys comple/ed mi/mI pnblie offering

Adetiery Fees and Knpense Reinrlrersement

Advisor so its affiliates receive an orqnisitios fee rqaal to 1.5% nft the cast of inves/meats the Compony 0090mm or the Companys ottarobte cost of investments

oeqnired in ajoint ventnre Wi/h respeetto investments in and originalions of loans Advisor wilt receive as origination fee in ties of an aeqaisition fee The originolien feewill eqoat

1.5% sf/he amonsl Landed by the Company to invest in er originole sseb Ions As of December 312012 the Company had paid an ocqaisition fee of $180000 to Advisor is connection

with the ocqsisitinn of/br Woodlands Propertywbich is ineladed in property aeqaisilion espense Advisorwaived its ocqoisilion fee in eonnrelion wi/h Ihe acqoisilion of both the

Residence tan Property and the Hyatt Place No/c As of December 312012 the Company had sot paid any origination fees to Advisor
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Moody National 3/SIT Inc

Notes In Censnlidaled Financial Stntnmento

ltnr the Yencn Ended December 31 2Q12 and 2011

Advisor will receive debt financing fee nf 1.0% nf the amnnat available nader any loan online of credit made available/n the Company It is anticipated that Advisor will pay

some nra/I of these foos to third parties with whom it suhcontraots to cooodioaOo finnnciog foe/ho Company As of Decembor 31 2012 the Company had not paid any debt financing

foos to Advisor duo to/ho foot thot Advisor waived its dobt financing feo in connection with rho financing of the Residence too Property the Hyott Ploce Note nnd the Woodlands

Property

The Company pays Advisor monthly asset management foe of one-twelfth of 1.0% of the aggregate coot before non-cash reserves and depreciation of all coal estate

investments held by the Company at month-end Poe the years ended December 31 2012 and 201/ the Company ineorred asset management fees of $33303 and $137041 respectively

which ore recorded in corporate general and administrative
espenset

in the accompanying consolidated statements of operations Advisor waived the asset management fee for the

months of Pebrttary 2012 and March 2012 and May through December 2012

If Advisor provides sabstantiol amount of services in eonomtion with the sale of property or other investment Advisor or its affiliates also will be paid ditposition fee

equal 103.0% of/he contract snles price of eoch property or other investment sold provided that total real estate cemsaissions including the disposition fee do not exceed 6.0% of the

contract sales price As of December 312012 the Company had not paid any disposition feos to Advisor becouse Advisor waived the disposition fee io connection with the tale of the

Residence Inn Pmperty

The Company will reimburse Advism for oIl operating expeosm paid or ineorred by Advisor in connection with the services provided to the Company subject to the limitation

that the Company will not reimburse Advisor at the end of
any

fiscal qoarter for any amount by which its total operating espenses including the asset management for for the four

fiscal quarters then ended escerd the greater of 12% of the Companys avrmge inveslrd assets or 25% of/he Companys net income deterrssined withoot mduction for any

additions to reserves for depmciolion bad drbts or other similar non-cash reserves and eseludiog any gain from the sale of the Companys assets for that period the 26/23%

Limitation Notwithstanding the above she Company may reimburse Advisor for espensen
in enerss of the 20/nl2S% Limitation if majority of the independent directors determiors

that soch escess rupenses orejaslified based en onusaal and non-recurring fuctors For the four fiscal quarters ended December 312012 total operating espensex of the Company were

$970563 which included $130270 in operating espenses
incurred dimctly by the Company and $032205 inenered by Advisor on behalf of the Compmy Df the $970563 hi total

operating expenses incneerd duriog the form fiscal quarters ended December 312012 $599601 rscmded the 2%/25% Limitation and is not on obligation of the Company Additiooolly

Advisor has incumed $2490553 in operating espenoes an the Companys behalf prior to the four fiscal quarters ended December 31 2012 Subject to falure determination by the board

of directors this am000t is not erimborsable to Advisor nor an obligation of the Company

Advisor waived all espemes mimbansable to Advisor for the seven fiscal quarters ended December 31201210 the extent ouch expenses had not been previoasly reimbursed to

Advisor Advisor further acknowledged tbat all eupeases incurted directly by the Company and mmmcd by Advisor on the Componys bebalf during the waiver period shall be paid by

Advisor on hebalf of the Company Total reimbursable rspensm waived or assumed by Advisor were $1243024 as of December 312012

Property Managemene Fees

The Company has engaged Moody National Hospitality Management LLC an affiliate of the Company the Property Manager as its praperty manager The Company pays

Property Manager market-based properly management fee in connection with the operation and managoment of pmperties As of December 31 2012 we had poid Property Manogre

management fees ef$t3102 and accounting fees of $2500 pursaant to the torsos described below

In connection with the acquisition of the Woodlands Property on November 02012 the Properly Manager was engaged by tbe Company to manage tbr Woodlands Properly

pursuant to Hotel Management Agreement between the Property Manager and the Master Tenant the Management Agreement Pursuant to the Management Agreement Master

Tenant pays the Properly Manager monthly base munagement fee in an amount eqoal 103.0% of the Woodlands Propeetys gross operating revenues as defined in Ibe Maaagrmrot

Agreement In addition the Property Manager mceives monthly $2500 fee for providing centralized accounting services and is eligible to merive additional fees for technical

procurement or other services for the Woodlands Property to the esteot Master Tenant requests such services parsuant to the Management Agreement The Management Agreement

bns an initial ten-year term and thereafter will aalomalically renew for four consecutive five-year renewal terms unless eitbrr parry provides written notice of termination at least 100

days prior lathe end of the ibm current term lathe event tbut Master Tenant trrminatns the Management Agreement for any reason nrberlhaa the Property Masagers default Master

Tenoet will
pay Property Masager termination fee equal lathe base management fee estimated lobe earaed by the Property Manager for the remaining leno of the Management

Agreement as adjusted foe inflation and other factors provided bewrvrr that so long os/hr Woodlands Loon remains oolslaodrng Moaler Tesanl may tersnrntle the Mnongemenl

Agreement at any time upon 30 days prior notice withoot paying any termination fur
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Mendy Nattenni kNIT Inc

Netes In Cenenlidated Financial Statements

Fer the Years Ended December 312012 end 2011

Perimeter feint Venture

As discussed in Nate the Cempessy uwued 75% membeeship interest in the Perimeter Saint Vmtare thraugh the Campany Member The Muady Membre limited

liability tympany whally ewned by Been Mandy the Cumpasys Chairtttan and Cltief Enmative Officer uwned the other 25% membership interest in the Perimeter Jaint Venture Brett

Maedy else swncd 25% equity intreest in the Residence Inn TRS Under the teems ofthejeint ventstre agreement the Campany Member was entitted ta receive 100% uf cash

freer eperatiuns until it received cumulative disteibuliens equal tea 10% pee anaum cumulative nan-cempaundrd return units invested capital the Preferred Return Once the

Campauy Membee received the Preferred Return the Maudy Member was entitled te receive tOfl% ef cash them aprmtiaat until it eeceived camalative distrihatiens equat tea

10% per aenum cumulative nan-campaanded return en its invested capital Thereafter each member mceivrd distribatians in accardaner with their respective percentage interests

The Residence Inn Preperty was saId en August 23 2012 as described in Nete 11 Oiscantinurd Operutians

Nate feint Ventrrre

As discussed in Nate as ef December 3t20t2 the OP eums 74.5% membership interest in the Nete Jaint Venture Muady Natianal Murtgage ewes t4% membership

iatermt in the Netr Saint Vratuee and the Trust Members awn the remaining 11.5% membership interests in the NeIr Juint Venture Pursuant lv the trnns nfthr Nate Saint Venture

Agreement Maady Nutienal Maetgugr is entitled te receive upprenimutely 14% ef all disteibutiass ef cash freer eprratiam af the Nate Saint Venture and the OP and the ether Members

are entitled tu receive the remaining uppeenimatety 00% af distributiens ef cash them eperntians af the Nate Saint Venture in prapartian ta their respective membership interests lathe

Nate Snint Veutum

The Nete Saint Veeture Agreement prevides that cash precreds fram sate ruchange mfinaucing yr ether dispusitian ef the Hyatt Place Nete will be distributed as fellews

first ta each Member ef the Nete Seint Venture in prapartian te their respective unreturnrd capital centributians ta the Nate Saint Venture until each members unreturned capital

centributirus have been reduced Ia zera secund ta Mandy Nutienal Martgngr until Maady Natienul Mertgagr has been distributed an aeraunt equal ta apprenimatety 14% ef alt

distributiens made tn all Members inclusive af all prier distribatiess aud thereafter apprasimatety t4% ta MeedyNatienal Martgage and apprenimately 00% Ia the OP and the

Members in peupertiaa ta their respective membership interests in the Nate Saint Venture In additien se lung as MeadyNatienal Martgage er Meady Natianal Managameet has any

eutstanding guaranty ef avy indebtedeess af the Nate Saiut Venture It the OP will in gued faith cansult with Meady Natienal Murtgagr and csnsider any prepesals yr

recemmendatiens af Meudy Natiaeal Mertgugr regarding any pessible reftnnncing uf indebtedness an the Hyatt Place Nate ar any sale uf the Hyatt Place Nate und any sale ef the

Hyatt Place Nete will require the ceusmt ef Meedy Nutiunal Martgagr which cansent will nat hr unreusenubly withheld

Affif feted Pramiuuery Nate

Is canuectien with the ucquisitien ef the Residesce ten Prepeety Campany Mrrnbrr issued premitsary nate ie fever ef the Meady Member fee an aggregate principal

emeant ef $200000 The premissary nstr accrued interest at 1.25%
pee annum The entim principal amaunt uf the pramissury nate end eli accrued end unpaid interest tbereen was paid

in htll en May 272012

Incenttvr Assard Plan

The Csmpany has adapted an incentive plan the incentive Award Plan that peevides far the grant af equity awards te its emplnyces dircetaru and censultants and these

af the Cawpanys affiliates The Incentive Award Pias authariaes the grant ef nan-qualified and incentive stack uptiens restricted stuck awards restricted stack units stuck

appreciutiun rights dividend equivalents end ather stuck-based awards er cash-based awards Shares uf cemman stuck will be autharizrd and reserved fee issuance under the Incentive

Award Flue The Cempany has atsa adapted an independent directars cumpensatian plan the Independent Directars Campensatien Plan pursuant tu which each ef the Cempaeys

then current indepeedeut directyrs were entitled ta mceive 5000 shares af msnieted stack when the Campuny mised thu minimum ufferieg amaunt ef $2000000 in
its

initial public

effering Each new independent directur that subsequently jams the Cumpanys beard af directars will receive 5000 shares af restrictrd stack en the date hear shejains the

Cumpanys baurd sf direclurs In additiun an the date uf eech ef the first fear annual meetings af the Campanys stackhelders at which an independent directnr is er-elected to the

Cumpunys bused ef directers beer she will receive 2500 restricted shares Subject to certain conditions the nan-vrstrd shares uf restricted stack granted pursuant tr the Independent

Directars Cumprusatiun Plan will vest and bmemr nan-furfeitable in feur equal quarterly installments beginning en the first day af the first quarter fetlawing the date ef grant

presided hawevrr that the restricted stack will becemr fully vested en the earlier tu uccur ufl the tueminarlee af the independent directers service as dirrctur due ta his yr her

death sr dssabiluy ur change in cantrul rf the Cumpuny As uf December 312012 there were 1966250 cananun shares remaining available far future issuance under the lecrntisn

Award Plus and the Independent Directars Cumprnsutian Plan
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Moody National REIT Inc

Notes to Consolidated Financial Statements

For the Years Ended December 352552 and 2011

On May15 2015 the Company mined the minimom offering amount of $2000000 io the Companys initial public offering and each of the Companys then serving independent

directors received an initial gront of 5000 shares of restricted common stock parsaaot to the tndrprodnot Directors Compoosation Plao insulting in on initial issoance of 15000 shores

of restricted stock in the aggregate On Augost 3d 2011 the dote of the 2011 annual meeting of thr Companys stockholders each of the Companys three independent directors

received on additional grant of 2500 shares of restricted stock upon their rerlrctioo so thr Companys boord of directors rosuhing in an iosoance of 7500 additional shares ofrestricted

stock in the aggregole On Prbmosy 29 2012 Lawrence Jones resigned os member of the Companys board ofdirectors and forfeited 1250 anvrsted shares leoving balance of

21250 sharrs issord porsoant to the lndrprndrnt Directors Comprntation Plan as of March 312012 On May 92012 new independent director Charles Horn was elected to the

board of directors and was issued 5000 shates ofrestricted stock pursuant to the Independent Directors Compensation Plan On August 14 2012 the dote of the 2012 annual meeting of

the Companys stockholders each of the Companys three independent directors recrived an additional grant of 2500 shares
upon

their reelection to the Companys board of directors

resulting in an issunoce of 7500 additional sharon of restricted stock in the aggregate As of Docrmbm 312012 total of 33750 shores of restricted stock have been issued by the

Company to the Companys independent directors pursuant to the Independent Directors Compensation Plan

The wnighted overage grant date fair vulue of the shams of restricted sloch issned by the Company pursoant to the Independent Dirrctors Compensation Plan was $10.00 per

share bated on observable market trassactions occurring near the dates of the grants The Company recorded compensarion related to such shams of restricted stock ratably from thr

grant dale to the date the shares become fully vested based on Ibe fair market value of suck shores at the date Ihoy were granted The Company recorded cnmpemotion related to

shares of restricted Bock of $100056 and $74347 for the years ended Deormbm 31 2012 and 2011 rrsprclivrty As of December 312012 there were 0125 non-vested thares of

restricted common Bock gnrntrd porsuant to the lndrpmdrnt Directors Comprosution Plan of which 2500 were gmnted on May 92012 and 5625 wrm granted August 142012 The

rrrsaining unrecognized cnmprnsation rvpensr
of $56264 will be recognized during the first second and third quarters of 2013

Thr following is sununasy of activity under the lndrprndonl Directors Cumponsarion Plan for the years ended December 312012 and 2011

Balance of non-vested sharon no rsf.lassssnay1 2011

Shares granted an Angust 24 2011

Shares vasted

Shares forfeited

Balance of non-vested shares as of December 312011

Shbresgrsolgdoa6S952912 fl
Shares grsnted oss August 14 2512

Shores vgultd

Shares forfritrd

Balance ofsson-venreslstsnren asefljeresssbor 312012

Weighted

Average Grant

Namher of Dale Fair

Shares Yalne

YV tyty z599a SS
7550 10.00

tr fl/ct 97fl

5625 10.00

ss
7500 10.00

ct5 titifll fl 8759 1891b

112501

44fl.g35 1009
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Subordinated Participation Interest

Meedy Nalienal REIT Inc

Netet to Centntidnted Financial Statnmentt

Fee the Ycees Ended December31 2012 and 2011

Porsuoot to the limited puetnership agreement
ofthn OP the holders of the Special Units will bn entitled no distributions from the OP in en amsont eqoal to 15.0% of net coins

proceeds received by the UPon disposirioos of its assets and dispositions of reel prnpnrtins by joint veotures or partnerships in which the OP owns peesnership interest after the

other holders of common units including she Company hove received in the aggregate cumolative distributions from operating incnmn sates proceeds or other soercos equal to their

capitol contributions plus an 8.0% comaletive non-compounded annual pro-sex retum thenese The Special Units will be redeemed foe the shove amnent epnn the earlims of the

0000rre000 of corsain ovensa that mauls in the rnrrninarion on noe-ennewel of the advinsty egeoomont on listing of she Companys oomsnan stoch one national secarities enohange

IN Cemmitmeute and Cenliegeneies

Restricted Cash

Under certain management and dnbt egrnemenss enisting as Derembee 31 2012 end 2911 the Company mceews payments nequired for inseeanm real estate lanes capital

improvements hotel famitum and gnmres and debs service

The composition ofthe Companys restricted cash as of December 312012 and 2011 are as follows

Propevg ilirjrnveenontiInn

Srasnnality reserve

Rent eslotoIntbs

Insurance

Held Oasraitarouod flelssyes

Debt service

Toratr4nleeridohsS ii

Management Fees

2012 2011

ty ri l3l597W tr
565946

50000
Ow

27207 22955

71980 273855

81089

l592450S $31537

Under management agreement with an auaffiliated third party for the managemeno af the Residence Inn Property the RI Management Agreement Residence Inn Master

Tenant paid monthly property management fee totaling St 65643 sod $235255 for the years
ended December 31 2012 end 2011 respectively which amount eqanled 7.0% of the

Rosidooco Ion Proportys gross rovenuos en dofinod in tho RI Manogomenr Agroement as woll as en annual incentive management fm equal to percentage of she Residence Inn

Praporrys annual available cash flow as doitned in tho RI Menogoment Agreement Tho Management Agreement was terminated in August 2012 in connection with she sale of the

Residesce Ion Property as described iv Note It below

11 Discontinued Operations

Tho historical operating rosults and gaies lassos from tho disposition of contain assors inclading operating properties sold are reqeired robe refleored in separate section

discontinued operations in the consolidated statements of opeesrioos for all poriods presented As resnh the revenues and
expenses

of the Residence Inn Property through

Perimeter Joins Venrure aod the Residence Inn TRS are included in income loss from discontinued operations in the accompsnying consolidated statements of operations far all

periods presented

Do August 142012 Porimoror Haldiog wholly-owned subsidiary of rho Porimoror Joint Veeturo aed holdor of fee simplo title to rho Residonee Ins Property and Rosidoevo

Inn Master Tenust together with Perimeter Hulding the Settee entered iota en Agreement of Purchase end Sale for the sole of the Residence ton Property toe third parry buyer for en

aggregate puechuse price of $9150000 Perimeter Holding originally purohmod the Residence Inn Property for an aggregate pnechase price of $7350800 plus closiog casts reansfee

laser and certain payments to third parties is connection milh fees incurred by the seller of the Rcsidenco Inn Peaperty The sale of the Residence Inn Property clssed on August 23

2012 Undor rho toetos of rho purohuse agreement the Seller and the buyer equally dioidod all escrow foos and sales and transfer roses in connection with the sale of the Residence Inn

Property and all other closing costs were apportioned between the Soller and buyer In connection with rho solo of rho Rosidonon Inn Proporsy Rosidoneo Inn Masror Tenasts tosso of

rho Rosidenve Ion Peoporsy was roewrourrd
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Meady Natieaal REIT Inc

Notes to Cunselidated Financial Statements

Fer the Yearn Ended December31 2012 and 2011

portion of the proceeds from the sale of the Residence Inn Penperty were sued to repay the $5000500 loon obtained to acqairo the Residence Inn Property the Residence

Inn Citicorp Loan In cnnnrctisn with the prepayment sf/he Residence tam Citicaop Loan Seller paid $391232 of the prepayment penalty and she bayer paid $291232 of the

prepayment pena/ty In addition the Seller paid Residence tnn by Mnmiott LLC Marriott the $600000 franchise termination fee payable parsaant to the Management Agreement

with Marxism in connection with the termination of the Management Agreement Advisor waived i/s disposition fee in connection with the solo of the Residence Inn Property

The following tub/u shows/be revennes and expenses of the above-described discontinoed operations

Year ended December 31

2012 2011

Reveaee

Roomeemrnoe 3236120 3353442

Other hotel rev0000 363/0 57322

tot ie1 rea iiW .. 366636 43367s4

1W 4$
Hotel operating expenses 165954/ 23/0510

jP6SriAea$nsorancopntcther tS477 070$76

Depreciation 172629 3/2656

Stitil expenses $9S$S43 2795312

1p4elepenllng5oeomt flS4S1. 575473

tyeb6eapotsndympttina9mn of 4ofrJW4i/a i4jj

Operating incpnpOóI9jiWdiscaaSktiP eperqlleee 529ss 255445

Gala on disposition oPhotot property 15/6706

lecemieax eapenpe4t Aac- 1506 99109

Total income li-nm dircnariaeed eperarinas 1179933 1/7403

12 Income Tases

The Resideace Ins TRS and the Woodlands TRS area C-Corpomtinns for federal income tax pntposes and sue the liability method of accoanting far income taxes Tax reeaen

positions arc recagniaed in the financial statements whoa they arr more-/tholy-than-nat robe unstained span examination by the taxing aathori/y Deferred income tax assets and

liabilities result fram tempcmty differences Temporary differences ore differences between the tax bases of assets and liabilities axd their reported amoants in/ho financial statements

that will roast/in taxable or dodacriblo amass/s in fatare periods xalaatian allowance may be placed on deferred incamr tan assert if it is deteerrained that it is more likely than not that

deferred tax asset may sn/br mallard

No penvixion for income taxes has been made for the Company other than the Rrsidruce Inn TRS far the yews ended December 3120/2 and 2011 aa i/made an election lobe

tanrd maRDIT andor Soctians 656 /hrasgb 060 of the Inteesal Rrvenar Code commencing with the taxable yenr ended December 312011 Prior to Sanaary 12511 the Company was

sabjrct to federal and state income taxes as it had nor elected/abe taxed as RUT Na penvision for income lanes had been made with respect to tbr Campasy other than for the

Residence Ian TRS for the
year

ended Dcccmbor 312610 becanse the Company incsrrrd net opomting lass and has no caeryback potential
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Meedy Natieaai REIT Inc

Meter te Canseltdaterl Financial Statements

Far the Years Ended December 312012 and 2018

The compositions of the TRSs deferred tan liabilities as of December 31 2012 and 2011 are an follows

December 31 December 31
2012 2011

Defecced tan liability

YESelpnopnanidp tti .t4a3$c 39760

As of December 312012 the Company had 00 opecatiag loon eareyfonwarda

The racame tan enpense beaefit for the
yearn ended December 312012 and 2551 consisted of the following

Years ended December 31

2012 2011

Csarcentonpeuse
33

31200 14l590
Deferred benefit

36700 6306
Yasiottperrogngt Si ii. tiSi f$99c$ 99j90

Pedgeuty.y -wi n3çty t4iii5 tlDi$ 14380
State

400 15000

Ydlallanenpense v2 nvS 1590 99300

The eeconcslsanron ef Pedcml
staratoty and effective income tan eaten foe the Residence Ian TRS which apply to its income befem income lanes of $7000 and $250000 fee the

years ended December 31 2012 and 2011 respectively is as follows

Years ended December 31

2012 2011

Stal889ryTeddrnleatd no no 1954

State tunes 6% 6%
Tranad

33%
33

3334553

The Woodlands TRS had net apemting tans of $30000 far the year ended December 31 20t2 which maybe carried forward with
any unused peetion espiring in 2032

13 Subsequent Events

Srarrrn of Offering

The Company commenced rtn rnsrsal pablre offering of ap to St100000606 in shares of the Companys commoo stark on April 15 2009 On October12 20t2 the SEC declared

effectrve the rngrntration statement foe the Companys follow-on offerrag and the Company terminated its initial public offeeing The Company issaed 1126253 shanes of the Companys
common stack in the Companys rnittal pablrc affeeing including 29500 shaces insaed

pnesaaat ta the DRIP resulting in geans offering pnoceeds to the Company of tO966728 As of
March 192613 the Company had accepted rnvestoes sahscnptsonn foe and tssued 1527016 shaces of the Companys common stack in the Companys initial pablic offering aed
follow-oa offering sncladsng 43708 shaces issned puesnant to the DRIP resulting in aggeegare grass offeciog proceeds so the Company of $14033070

Dinrribnaians Dee/aced

On December31 2012 the Ccmpuny decluwd dintribation in the aggregate amount of $91301 of which $67200 was paid in cash on Janeasy tS 2013 and $24101 wan paid

puenuant to the DRIP rn the forest of udditiaoal sharcn of the Companys common stock Do Janaary 312613 the Company declaced distribution in the aggeegate amount of $93909 of
which $60777 wan pand in cash on Febraasy tS 2013 and $25132 was paid pursaant to the DRIP in the fence of additional shuees of the Companys cormnoa stock On Pebcuaey 29 2013
the Company declared distrrbutson In the aggeagate amauot of $87090 of which 964602 wan paid in cash an Macch 152013 and $23296 wan paid puesuant to the DRIP in the farm of
udditranal shares of the Companys common stock
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Moody Nallosal REST 11st

Notes to Consolidated Financial Soatemenea

For the Years Ended December31 2152 and 2011

PnaeolialAequisiaion

On Pebruney 112013 the Company entered into on Ageeemerst of Purclsase and Sale relating to the acquisition of Hyatt Place hotel property located in Oennantawn

Tennessee the Hyatt Place Hotel from an onaffitiated third party seller for an aggregate purchase price of$l 1300000 encluding acquisition costs The Company intends to flnmce

the acquisition of the Hyatt Place Hotel with proceeds from its ongoing public olfening and apyronimatety $7600000 of indebtedness secured by the Hyatt Place Hotel

Opened in August 2009 the Hyatt Place Hotel features 127 goestreams designed to accommodate entended visits with space for work study and entertainment The

gvestrnoms feature refrigemsar 42 flat-panel HOFV Hyatt Orund Bed and Itesible workspace with task lighting Other amenities include Wi-Fi internet access throughout the hotel

24-hour StayPit@Hyutt fituess center heated outdoor peal and 24/7 guest kitchen and bakery cafd The Hyatt Place Hotel offers 1025 square feet of flesible meeting space and offers

all-inclusive meeting packages tailored to specific corporate ond
groop

travel needs

The acquisition of the Hyatt Place Held is subject to substantial conditiom to closing including obtaining appropriate financing for the acquisition of the Hyatt Place

Hotel the sale of sufficient number of sbares of the Companys consmon stock in the Cempanys public offering to bend portion of the purchase price for the Hyatt Place Hotel

nod the nbsencc of material ndvcrse cbnsge to the Hyntt Plnce Hotel prior to the dole of the acquisition There it no nsnnrnece tbnt the Compnny will close the ncqnisition of the

Hyots Place Hotel on the tones described obove or at alt
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Moody National REIT Inc

Notes te Consolidated Financial Statements

Fer the Yeses Ended December31 2012 ned 2911

MOODY NATIONAL RUT INC

SEMEDULE Ill

REAL ESTATE ASSETS AND ACCUMULATED DEPRECIATION AND AMORTIZATION

DECEMBER 312992

in thousands

Gross .tmnant at which

Initial Cost to Company Carried at Close of Period

Betiding Cost Capitalized RniIding Accnmetatod Original

Ownership Imprenemtnls Snhseqttent In Itnprevcments Depreciation and Date of Dote

Descriptiort Location Percent Enctsmbrances Lund aod FPE Trrtat .%cqaisilion land and FFE rI Total tsr Ansortizalien Conslnsctieo Aeir
llcmDwaed Thc

Suites Wondtendn May

Wuudtaodo boos IIIOJt4 dM9913 $24b1I0D0 9.540000592.000091 5246919/0 9549.900 5t20I0I.050 57762 2999 2010

The sEDccgntc cost cfrcat estate fur federal income tan purposes wnu $12365720 as of Occrmbrr 31 2012
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Moody National REIT Inc

Notes to Consolidated Financial Statements

For the Years Ended December 312012 and 2011

MOODY NATIONAL REIT INC

SCHEDULE III

REAL ESTATE ASSETS AND ACCUMULATED DEPRECIATION AND AMORTIZATION CONTINUED

DECEMBER 312012

Real estate

your

Acquisitions

Write-off of fully depreciated and fully amortized assets

Bakncuattlaeondoftlseyoar

1oppyqtQo y/c
Balance at the

beinein5
of the year

DcsWl1on0e
Write-off of fatly depreciated and fully amortized assets

2012 2011

45yr% $2y
12000000 00

2S6fit5

7775140 00

12060000 756E5525
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Moody National Reit lit-K

EXEIBIT 21

Subsidiaries

Moody National Operating Partnership 1.LI Delaware

Moody National Perimeter REIT IV Member LLC Delaware

Moody National RI Perimeter IV LLC Delaware

Moody National RI Perimeter Holding LLC Dolaware

Moody National RI Perimeter MT Inc Delaware

Moody National RI Perimeter Master Tenant LLC Delaware

MNHP Note Holder LLC Delaware

Moody National Wood-Hon Holdng LLC Delaware

Moody National Wood-Hon MT Inc Delawarr

Moody National Wood-Hon MT LLC Delaware
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Moody Notional REIT INC

EXHIBIT 3Lt

Certitteatien ef Chief Executive Officer Pursuant En

Sectiun 392 ef the Sarbanes-Osley Act of 2992

Bcctt Moody ccrti that

huvc cevicwcd this annual report en Form 10-K of Moody National REIT Inc

Based on my knowledge this report duos out contain
any

untrue stutement of mateeial fart cc omit to state material fact accessory to make the statements made in tight of the

circumstances uoder mhich such statements were made not misleading with respect to the period covered by this
report

Based on my buowl edge the financial statements and other financiat infoneation iucluded in this report fairly pemeat in att mateeiut respects the financiat conditien results of

operations and cash flows of the registrant as of and for the periodo prcscnted in this report

The registrants ether certiing officer and lace responsible for establishing and maintnining disclosure controls and peocedures as defined in Enchunge Act Roles 3a-15e

and 5d-15e and intrrnul conloel over financinl reporting us defined in Exchange Act Roles 13a-15l and 15d-15fl for the registroat and have

Designed such disclasuee contools and procedures er caused such disclosure cooteels and procedures to be designed under our sopervisioo to ensure that matoniol

information relating to the registrant iecludissg its conselidated subsidiaries is made known to us by others within those entities particalurly dunog the penod in which this

report is being peepored

Designed such internul control over fiooociol reporting or caused such internal control over financiul reporting to be designed nuder our supervision to provide

reasonable assurance regarding the reliability of financial reporting and the peepneation of financial stotemossts for external purposes
in accordance with generally accepted

accounting principles

Evalouted the effectiveness of the cogiutrants disclosure controls and procedures and preseuted in this report our conclusions about the effectiveness of the disclosure

controls end peocedures as of the end of the period covered by this report based on such evaloalion and

Disclosed in this report any change in the registrants internal control oven financial reporting that occurred during the mgistronts most receat fiscal qoortee the

registrants fourth fiscal quarter in the c050 of no annual report that has materially affected or is reasonably lthrly to materially affect the registrants internal control over

finoocial reporting and

The registrants other certitiog officer nod hove disclosed based on our most recent evaluuliou of internal control over fioaociat rnportiug to the registrants ouditors und the

audit conuniltre of the registronts board ef directors or persons performing the equivalent functions

All significant deficiencies nod muleriul weuboesses in the design or opeeation of internal control over financial reporting which om reasonubly lihely to udversely uffecl

the regissmots ability to record process suoussorizo and report flaosscial information and

Any frond whether or sot muleriol Ihut involvos monogemeul or other employees who have significant role in the ergsstmnts snternol centrol over financtul eepertsng

Date Munch 292013

/s/ Brntr Moody

Brett Moody
Chnintsno of the Board Chief Executive Officer nnd President

Principal Executive Dfficoe
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EXhIBIT 312

Certification of Chief Financial Officer Portuant to

Nention 302 of the Norhaoes-Onley Act of 2002

Robent Enget cee/ity that

have rcviewcd this annaul repent on Form tb-K of Moody National REIT too

Based on my knowledge this report does ant eon/sic
any on/rae statement of material foe/or omit/on/ate material fact necessary to make the s/a/omen/u made in light of/he

circamstances nuder which inch statements were made nnt misleading with respect to the period covered by this report

Based as my knowledge the financial statements and a/hoc financial information inclnded in this report fairly present in alt mateniat rmpecta the financial condition resalts of

operations and cash flows of/he reg isurant an of and for the periods presented in this report

The registrants n/her eettiing officer nod nrc eespnnsible far establishing and mnin/nining dioetesnrc eon/rots nod prneednres ab defined in Enehnngc Act Rntes 30-15e

and 5d-t5e and intemal causal aver financial repenting as defloed in Enchange Act Rates 13a-l5Q and 15d-l5l for the eegistmnt and have

Designed sach diselosare eonwols and procednens or eaased sach disclosare cantrotn and proeedaees to hr designed nader oar napereisron ta ensare that materrat

information retating to thn eegisteant inclading its consolidated sabsidiaries in made known tons by others within those entities particnlarly daring the period in which this

report is being prepaeed

Designed sach in/emat can/not over financial repenting or caoned sach internet cnn/not over financial repenting to be designed ander our napervisian to provide

reasonable assamoce eegaediog the reliability of finnneial eeporting and the preparation of financial statements far enteenal pnrposes no accordance mi/h generally accepted

accosnting principles

Evnlnated the effectiveness cf/he registrants diselonnre ceo/colt and precednres and presented in this repnrt oar ennclnsieas abeat the effectiveness nf the disclnsnre

controls nod procedares as of/he end of/hr period covered by this nepnr/ based an nach evaluation and

Disclosed in this rrport any change in the regis/rants intemal control over financial reporting that ocennred daring the mgiswants most recent fiscal qaantrr thr

registrants fonrth fiscal qnaener in thn casr of an annual mpert that has materially affected or is reasonably likely/n materially affect the registrants internal control ovee

financial reporting and

The registrants ether cersiliag officer end have disclosed based ou oar most recent evalnation of in/enact control oven financial reporting to tho registmats andntors and the

andit connnsittne of the regis/nots board of dieectons ae prrsoos prrforming the eqnivulnot functions

All significant deficiencies and material weaknesses in the deoign no operation of internal can/mI over financial repnrticg which are reasonably likely to adversely affect

the regis/rents ability to record process snmrearize and report financial information and

Any frand whnther or not material that involves management or other employees who hove significant rote in the regis/nots internal control over financial reporting

Date Msrch 29 20/3

/5/ Robert Engel

Robert Engel

Chief Fiaancial Dfficor Tneasoeec and Secretary

Pnncipal Pmnancrel end Acconntrng Officer
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EXHIRIT 32.1

CERTIFICATION PURSUANT TOtS U.S.C SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE

SARBANES-OXLEY ACT OF 2002

Pursuant to Section 906 of the Saebanes-Oxley Act of 2002 end in connection with the Annual Report on Form 10-K of Moody National REIT 11cc the Company for the

year ceded December 31 2012 as filed with thr Securities nod Exchange Commission on thu date hereof the Report the undersigned the Chief Executive Officer and President of the

Company certifies to his knowledge that

The Report fully complier with the requirements of Section 13a or 15d of the Securities Exchange Act of 1934 as amended and

The information contained in the Report fairly peesents in all mateniat respects the financial condition and results of epeeations of the Company

Date March 292013

ml Brett Moody

Brett Mvvdy
Chairmen vf the Board Chief Executive Otiicee and President

Principal Executive Officer
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EXHIBIT 32.2

CERTIFICATION PURSUANT 1018 U-S-C SECTION 1350

AS ADOPTED PURSUANT TO SECTION 906 OF THE

SARBANES-OXLEY ACT OF 2002

Pursuant to Sectrue 006 of the Sarbanes-Onley Act of 2002 and in enenection with thu Annual Report on Poem to-K of Moody Notional REIT Inc the Company for the

year
ended December 31 2012 as frIed with the Secueitios and Enchange Cnrrnnission an the dale hereof the Ropoet thn undersigned the Chief Fioancial Officer Tmasnrm and

Secretary of the Company cortifies to his knowledge that

The Report fully complies with the requirements of Seclion 13a 0015d of the Securities Exchange Art of 1934 as amended and

The information contained in the Report fairly presents io all material renpectu the financial condition and results of operations of the Company

Date March 29 2013

Is Robort Eseel

Robert Eagel

Chief Financial Officer Treasuror and Secretary

Principal Financial and Accounting Officer


