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SECURITIES AND EXCHANGE COMMISSION

Washington D.C 20549

FORM 10-K
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submit and post such files Yes II No
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Indicate by check mark whether the
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Large accelerated filer KJ Accelerated filer

Non-accelerated filer Smaller reporting company
do not check if smaller reporting company
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PART

In this report all references to we our and us refer collective/v to Inland Real Estate Corporation and its consolidated

subsidiaries All amounts in this Form 10-K are stated in thousands with the exception ofper share amounts per square foot

amounts square feet number ofproperties
number of state number of leases and number of employees

Item Business

General

We strive to be leading owner and operator of high quality necessity and value based retail centers in prime locations

throughout the United States We seek to continually enhance shareholder value by providing predictable sustainable cash

flows through the expert management and strategic improvement of our portfolio of premier retail properties

We have elected to be taxed as real estate investment trust REIT We are Maryland corporation formed on May 12

1994 To date we have focused on open-air neighborhood community and power shopping centers anl single-tenant retail

properties located primarily in the Midwestern United State Approximately sixty percent of our total retail portfolio

consolidated plus unconsolidated gross leasable area GLA is located in the Chicago Metropolitan Statistical Area

MSA with our second largest market concentration being approximately eighteen percent in the Minneapolis-St Paul

MSA As of December 31 2012 we owned interests in 157 investment properties including those owned through our

unconsolidated joint ventures comprised of

Fifty-nine neighborhood retail centers totaling approximately 4148000 gross
leasable square feet

Twenty-three community centers totaling approximately 3264000 gross leasable square feet

Thirty-seven power centers totaling approximately 5718000 gross leasable square feet

One lifestyle center totaling approximately 564000 gross leasable square feet and

Thirty-seven single-user properties totaling approximately 1501000 gross
leasable square feet

Neighborhood

27%

Management has implemented external growth initiatives that utilize our financing acquisition leasing and property

management expertise to drive incremental income growth Our external growth initiatives consist of three types of

unconsolidated joint venture activities joint venture with Inland Private Capital Corporation IPCC formerly Inland Real

Estate Exchange Corporation through which we source acquire and manage properties for 1031 tenant-in-common TIC or

Delaware Statutory Trust DST buyers and asset-based jiint ventures with New York State Teachers Retirement System

NYSTRS and PGGM Private Real Estate Fund PGGMthrough which we source acquire and manage Midwest retail

properties

Our asset-based ventures with NYSTRS and PGGM enable us to generate
fee income via the acquisition leasing and property

management services we provide to the ventures The NYSTRS joint venture was formed in 2004 and has current gross
book

value of approximately $346000 of stabilized retail assets in Midwest markets Each partner owns 50 percent interest in the

venture and shares equally in the profits and losses The joint venture does not intend to acquire additional assets at this time

In June 2012 we entered into an amendment to the joint venture agreement which extends the joint venture for ten-year term

Single Tenant

10% Community

21%



through June 30 2022 subject to the buy/sell provisions in Article 10 of the agreement No other changes were made to the

original joint venture agreement which is attached to this 10-K as exhibit 10.3

The PGGM joint venture was formed in June 2010 and provided for two-year investment period in which to acquire grocery-

anchored and community retail centers in Midwestern U.S markets In October 2012 we entered into an amendment to the

Limited Partnership Agreement which increased the maximum contributions of each partner to allow for the acquisition of

additional centers and extended the investment period an additional two-years As of December 31 2012 the PGGM joint

venture had gross book value of approximately $555000 of stabilized retail assets PGGM owns 45 percent interest and we

own 55 percent interest in the joint venture and share in the profits and losses at the respective ownership percentages

Our joint venture with IPCC originally formed in 2006 leverages our respective skill sets to access the growth potential of the

1031 TIC and DST market and increase our fee income In accordance with the agreement we source properties and provide

financing acquisition and asset management expertise through the venture while IPCC provides syndication expertise and

access through Inland Securities Corporation to network of broker dealers that market the properties to TIC and DST

investors We believe our joint venture with IPCC enables us to effectively manage our resources due to the revolving nature

of the investment capital and is capital-efficient means to generate additional transaction fee income and long-term

management fee income stream which is received for managing properties for TIC and DST entities The existing joint venture

agreement expired December 31 2012 Subsequent to that date the partners have entered into an amendment to the agreement

to extend the joint venture through December 31 2014 and change the fee structure We have agreed to lower our initial

acquisition fee which is one-time transaction fee and slightly decrease the fee charged for property management In

exchange for these reduced fees we will now be paid an asset management fee on each property acquired that will be earned

throughout the management period We believe this new fee structure will benefit us because we are increasing our long-term

recurring fee income stream in exchange for reduced one-time fees

In addition to our external growth strategies we have the following internal growth strategies

Continue to enhance the value of our portfolio through additional repositioning and redevelopment initiatives

Redeploy capital from dispositions of non-core limited growth assets into acquisitions of high quality retail assets at

better than market rates

Continue to reduce the cost and extend the term of our debt and reduce our overall leverage over time which will

improve our financial flexibility and liquidity by maintaining access to multiple sources of capital

Competition

In seeking new investment opportunities we compete with other real estate companies some of which may have greater

financial resources than us At our current investment properties we compete with other owners of similarproperties for

tenants There is no assurance that we will be able to successfully compete with these other owners in development acquisition

and leasing activities in the future

Our business is competitive We compete with other property owners on the basis of location rental rates operating expenses

visibility quality of the property volume of traffic strength and name recognition of other tenants at each location and other

factors These competitive factors affect the level of occupancy and rental rates that we are able to achieve at our investment

properties In addition our tenants compete against other forms of retailing such as catalog companies and e-commerce

websites that offer similar retail products To remain competitive we evaluate all of the factors affecting our centers and try to

position them accordingly We believe that retailers consider consumer demographics quality design and location of

properties the diversity of the retailers and anchor tenants at our investment property locations management and operational

expertise and rental rates when making their leasing decisions Considering these factors we believe the overall quality and

location of our individual properties allow us to effectively compete for retailers in our markets Because our revenues are

ultimately linked to our tenants success we are indirectly affected by the same competitive factors such as consumer spending

habits and on-line shopping as our tenants

Segments

We assess and measure operating results on an individual property basis Since all of our investment properties exhibit highly

similareconomic characteristics generally have tenants that offer products catering to the day-to-day living needs of

individuals and offer similardegrees of risk and opportunities for growth the shopping centers have been aggregated and

reported as one operating segment See footnote 16 to the accompanying consolidated financial statements for discussion of



our segment reporting Information for each of the last five uiscal
years

about revenues measure of income and total assets

can be found in Item of this Form 10-K

Significant Tenants

We derive significant revenues from anchor tenants such as Safeway Roundys and Carmax which are our three largest anchor

tenants in our consolidated portfolio and accounted for 4.13% 3.89% and 3.69% respectively of our consolidated annualized

base rent for the year ended December 31 2012 Vacated anchor space can reduce rental revenues generated by the shopping

center because of the loss of the departed anchor tenants customer drawing power Certain anchors have the right to vacate and

hinder re-tenanting by paying rent for the balance of the term If significant tenant vacates property then other tenants at

the property may be entitled to terminate their lease or reduce the amount of their rental obligation The loss of significant

number of the locations of these anchor tenants or the inability of them to pay rent could have material adverse effect on our

business

Tax Status

We have qualified and elected to be taxed as REIT under the Internal Revenue Code of 1986 as amended the Code for

federal income tax purposes commencing with the tax year
ended December 31 1995 Since we qualify for taxation as REIT

we generally are not subject to federal income tax on taxable income that is distributed to stockholders however we are subject

to number of organizational and operational requirements including requirement that we distribute at least 90% of our

taxable income to our stockholders subject to certain adjustments Moreover we may be subject to certain state and local taxes

on our income property or net worth and federal income and excise taxes on our undistributed income If we fail to qualify as

REIT in any taxable year without the benefit of certain relief provisions of the Code we will be subject to federal and state

income taxes on our taxable income at regular corporate tax rates

We engage in certain activities through our wholly owned taxable REIT subsidiaries TRS entities Inland Venture

Corporation IVC Inland Exchange Venture Corporation IEVC and Inland TRS Property Management Inc TRS

entities engage in activities that would otherwise produce income that would not be REIT qualifying income including but not

limited to managing properties owned through certain of our joint ventures and the sales of ownership interests through our

IPCC joint venture TRS entities are subject to federal and state income and franchise taxes

Employees

As of December 31 2012 we employed total of 125 people none of whom are represented by union

Environmental Matters

We review and monitor compliance with federal state and local provisions which have been enacted or adopted regulating the

discharge of material into the environment or otherwise relating to the protection of the environment For the year ended

December 31 2012 we did not incur any material capital ependimres for environmental control facilities nor do we anticipate

incurring material amounts during the remainder of the current fiscal year or the year ending December 31 2014

We believe that all of our investment properties comply in all material respects with all federal state and local environmental

laws ordinances and regulations regarding hazardous or toxic substances The environmental condition of our investment

properties may be adversely affected by our tenants by conditions of near-by properties or by unrelated third parties All of our

investment properties have been subjected to Phase or similar environmental audits at the time they were acquired These

audits performed by independent consultants generally involve review of records and visual inspection of the property

These audits do not include soil sampling or ground water analysis These audits have not revealed nor are we aware of any

environmental liability that we believe will have material adverse effect on our operations These audits may not however

reveal all potential environmental liabilities Additionally we periodically engage third party environmental specialists to

complete site inspections on certain investment properties namely those occupied by dry cleaners oil change facilities and

print shops to ensure that the environmental condition of the respective property has not changed

Green Initiatives

We are member of the U.S Green Building Council USGBC which allows us the ability to monitor and comment on

conservation and sustainability trends in the marketplace We made commitment to improving energy efficiency since

sustainability became national concern and long before Leadership in Energy and Environmental Design LEED
certification became possible for existing buildings and operations Over the past decade many initiatives have been



undertaken at the centers we manage that have resulted in reductions of energy consumption waste and improved maintenance

cycles Also the savings we have obtained through the implementation of these initiatives makes our properties more

competitive in the leasing marketplace Some initiatives that we have implemented are

Locally grown drought and salt tolerant native
grasses

and perennials are utilized with smart irrigation controllers

ensuring lower fuel waste for delivery plant materials that can thrive in the environment and reduced water usage

Electric timers allow each light pole to be remotely activated as needed with up to 30% turned off by midnight New

pulse start ballasts and bulbs are being phased in to replace old ballasts New fixture head designs and configurations

improve the quality of lighting at the same or less wattage Electricity savings results in payback of three years

New HVAC equipment is specified at minimum of 12 SEER Seasonal Energy Efficiency Ratings and economizers

to reduce mechanical cooling loads and variable speed blowers reduce energy consumption

Roof replacements are being specified with minimum R- 19 insulation and TPO Thermoplastic Polyolefin membrane

systems to reduce cooling loads and improve heat retention

Alternative transportation is supported through the use of bicycle racks at all shopping centers and establishment of

public bus stops on or adjacent to properties

Many national tenants have implemented their own initiatives including the use of energy management systems use of

more natural lighting reduction of waste production improved recycling programs and use of more renewable source

materials

Access to Company Information

We make available free of charge through our website and by responding to requests addressed to our director of investor

relations our annual report on Form 10-K quarterly reports on Form l0-Q current reports on Form 8-K and all amendments to

those reports These reports are available as soon as reasonably practical after such material is electronically filed or furnished

to the SEC Our website address is www.inlandrealestate.com The information contained on our website or on other websites

linked to our website is not part of this document

Intellectual Property

The Inland name and our logo are used under license from The Inland Group Inc The license permits our use of the Inland

name and our logo in connection with the business of acquiring owning operating managing and disposing of neighborhood

retail centers and community centers in the continental United States The term of the license is indefinite but shall be

terminable upon the occurrence of certain events including but not limited to change of control the filing of claim or lien

upon substantial portion of our assets which is not released expunged or dismissed within 60 days of filing and which would

have material adverse effect on our business or general assignment of our assets for the benefit of any creditor

Executive Officers

The following sets forth certain information with regard to our executive officers as of January 2013

Mark Zalatoris age 55 has served as our president and chief executive officer since April 2008 and previously served as

executive vice president and chief operating officer from 2004 to 2008 and as chief financial officer and senior vice president

from 2000 to 2004

Brett Brown age 48 has served as our executive vice president since 2011 and chief financial officer and treasurer since

2008 From 2008 to 2011 Mr Brown served as our senior vice president Mr Brown joined us in May 2004 as vice president

and chief financial officer

Beth Sprecher Brooks age 58 has served as our senior vice president since 2008 and as our general counsel and secretary since

2006 Ms Sprecher Brooks joined us in November 2002 became assistant vice president in 2003 and vice president in 2005

Scott Can age 47 has served as our executive vice president of portfolio management and chief investment officer since

2011 and has served as the president of Inland Commercial Property Management Inc subsidiary of ours since 1995 Mr

Can became senior vice president of portfolio management in 2008



William Anderson age 54 has served as our senior vice president transactions since 2012 and previously served as our

vice president transactions since 2000

Certifications

We have filed with the SEC the chief executive officer and chief financial officer certifications required pursuant to Section 302

of the Sarbanes-Oxley Act of 2002 which are attached as Exhibits 31.1 and 31.2 to this Annual Report on Form 10-K In

addition we have filed the certification of our chief executive officer with the New York Stock Exchange NYSE for 2012

as required pursuant to Section 303A 12a of the NYSE Listed Company Manual Our chief executive officer certified that he

was not aware of any violation by us of the NYSEs corporate governance listing standards as of the date of the certification

Algonquin Commons

In June 2012 we ceased paying the monthly debt service on the mortgage loans encumbering Algonquin Commons We had

hoped to reach an agreement with the special servicer that would revise the loan structure to make continued ownership of the

property economically feasible In January 2013 we received notice that complaint had been filed by the successors to the

lender alleging events of default under the loan documents arid seeking among other things to foreclose on the property

Reference is made to our full disclosure of this matter in Item Legal Proceedings which is incorporated into this Item

Business



Item IA Risk Factors

Set forth below are the risk factors that we believe are material to our investors The occurrence of any of the risks discussed

in this Annual Report on Form 10-K could have material adverse effect on our business financial condition results of

operations and ability to pay distributions

Real Estate Risks

We compete with numerous other parties or entities for real estate and tenants We compete with numerous other
persons or

entities seeking to buy real estate assets or to attract tenants to properties we already own including REITs or other real estate

operating companies These persons or entities may have greater experience and financial strength There is no assurance that

we will be able to acquire additional real estate assets or attract tenants on favorable terms if at all For example our

competitors may be willing to purchase properties at prices that result in yields below what we believe is our minimum

required yield or may offer space at properties that compete with ours at rental rates below our existing rates causing us to lose

existing or potential tenants and pressuring us to reduce our rental rates to retain existing tenants or convince new tenants to

lease space at our properties

Our performance and value are subject to risks associated with our real estate assets and with the real estate industry Our

economic performance and the value of our real estate assets and consequently the value of your shares are subject to the risk

that if our properties do not generate revenues sufficient to meet our operating expenses including debt service and capital

expenditures our cash flow and ability to pay distributions to you will be adversely affected The following factors among

others may adversely affect the income generated by our properties

downturns in the national regional and local economic climate

competition from other retail properties

local real estate market conditions such as oversupply or reduction in demand for retail properties

changes in interest rates and availability of financing

vacancies changes in market rental rates and the need to periodically repair renovate and re-lease space

increased operating costs including but not limited to insurance expense utilities real estate taxes state and local

taxes and heightened security costs

decreased tenant recovery
income as result of decreased occupancy

civil disturbances natural disasters or terrorist acts or acts of war which may result in uninsured or underinsured

losses and

declines in the financial condition of our tenants and our ability to collect rents from our tenants

Tenants may fail to pay their rent declare bankruptcy or seek to restructure their leases We derive substantially all of our

revenue from leasing space at our investment properties Thus our results may be negatively affected by the failure of tenants

to pay rent when due We may experience substantial delays and expense enforcing rights against tenants who do not pay their

rent or who seek the protection of the bankruptcy laws Even if tenant does not seek the protection of the bankruptcy laws the

tenant may from time to time experience downturn in its business which may weaken its financial condition and its ability to

make rental payments when due leading the tenant to seek revisions to its leases

Loss of revenues from sign jficanl tenants could reduce distributions to prefrrred and common stockholders and have

material adverse effect on our business We derive significant revenues from anchor tenants such as Safeway Roundys and

Carmax which are our three largest anchor tenants in our consolidated portfolio and accounted for 4.13% 3.89% and 3.69%

respectively of our consolidated annualized base rent for the year ended December 31 2012 Vacated anchor space can reduce

rental revenues generated by the shopping center because of the loss of the departed anchor tenants customer drawing power

Certain anchors have the right to vacate and hinder re-tenanting by paying rent for the balance of the term If significant

tenant vacates property then other tenants at the property may be entitled to terminate their lease or reduce the amount of

their rental obligation The loss of significant number of the locations of these anchor tenants or the inability of them to pay

rent could have material adverse effect on our business Distributions to stockholders could be adversely affected by the loss

of revenues in the event tenant becomes bankrupt or insolvent experiences downturn in its business materially defaults on

its leases does not renew its leases as they expire or renews at lower rental rates



Leases on approximately 7% of total leased square fret in our consolidated portfolio and approximately 6% in our

unconsolidated portfolio expire during 2013 As leases expire we may not be able to renew or re-lease space at rates

comparable to or better than the rates contained in the expiing leases or at all Leases on approximately 684000 square feet

or approximately
7% of total leasable square feet of approximately 9335000 in our consolidated portfolio will expire prior to

December 31 2013 Leases on approximately 342000 square feet or approximately 6% of total leasable square
feet of

approximately 5860000 in our unconsolidated portfolio will expire prior to December 31 2013 If we fail to renew or re

lease space at rates that are at least comparable to the rates on expiring leases revenues at the impacted properties will decline

Further we may have to spend significant sums of money to renew or re-lease space
covered by expiring leases

Property taxes may increase We are required to pay taxes based on the assessed value of our investment properties

determined by various taxing authorities such as state or local governments These taxing authorities may increase the tax rate

imposed on property or may reassess property value either of which would increase the amount of taxes due on that property

We face risks associated with property acquisitions We have acquired and may continue to acquire properties and portfolios

of properties including large properties that could increase our size and result in alterations to our capital structure Our

acquisition activities and their success are subject to the following risks

we may be unable to obtain fmancing for acquisitions on favorable terms or at all

acquired properties may fail to perform as expected

the actual costs of repositioning and redeveloping acquired properties may be higher than our estimates

we are seeking to expand our market area and may acquire properties in areas where we do fbi have substantial

experience in or knowledge of the market and may lack business relationships and may be unfamiliar with local

governmental and permitting procedures and

we may be unable to quickly and efficiently integrate new acquisitions particularly acquisitions of portfolios of

properties into our existing operations

Acquired properties may expose us to unknown liability We may acquire properties subject to known and unknown liabilities

and without any recourse or with only limited recourse to the seller As result if liability were asserted against us based

upon ownership of those properties we might have to pay substantial sums to settle it Unknown liabilities with respect to

acquired properties might include

liabilities for clean-up of undisclosed environmental contamination

claims by tenants vendors or other persons against the former owners of the properties

liabilities incurred in the ordinary course of busines and

claims for indemnification by general partners directors officers and others indemnified by the former owners of the

properties

We may not be able to quickly vary our portfolio Investments in real estate are relatively illiquid Except in certain

circumstances in order to continue qualifying as REIT we are subject to rules and regulations that limit the ability to sell

investment properties
within short period of time These rules may limit our ability to sell or otherwise dispose of property

even when doing so would be in our interest

The recent market disruptions may adversely affect the value of our investment properties The recent market volatility has

exerted and may continue to exert downward pressure on the value of our investment properties and our unconsolidated joint

ventures For example during the years ended December 31 2012 and 2011 we recorded approximately $722 and $2841

respectively of such impairment charges related to certain consolidated properties The impairment charges were required

because we determined that the carrying value of the propelties were higher than their fair values and required adjustment No

impairment charges to consolidated properties were recorded or required during the
year

ended December 31 2010 Similarly

during the years ended December 31 2011 and 2010 we recorded approximately $7824 and $2498 respectively amounts

equal to our pro
rata share of impairment charges on certain unconsolidated development joint venture projects to reflect the

properties at fair value and we recorded approximately $5223 and $18190 respectively in impairment losses to record our

investment in certain unconsolidated joint ventures at their Fair values No impairment adjustments to unconsolidated



investments or unconsolidated joint venture properties were recorded or required during the year ended December 31 2012

There is no assurance we will be able to recover any of these charges upon sales of the impacted properties

Investment Risks

We may incur additional indebtedness which may harm our financial position and cash flow and potentially impact our

ability to pay dividends on our prefrrred and distributions on our common stock As of December 31 2012 we had

approximately $746576 of indebtedness $412361 of which was secured We may incur additional indebtedness and become

more highly leveraged which could harm our financial position and potentially limit our cash available to pay dividends As

result we may not have sufficient funds remaining to pay dividends on our preferred and common stock Increases in our

borrowing and the resulting increase in our leverage could affect our financial condition and make it more difficult for us to

comply with our financial covenants governing our indebtedness

If we pay distributions that exceed our cash flow from operations we will have less funds available for other purposes and

the amount of distributions may not be sustainable For the year ended December 31 2012 we paid distributions totaling

approximately $7719 and $53678 to our preferred and common stockholders respectively Our net cash provided by

operating activities was approximately $68955 For the year ended December 31 2011 we paid distributions totaling

approximately $779 and $50500 to our preferred and common stockholders respectively Our net cash provided by operating

activities was approximately $63274 To the extent that net cash provided by operating activities declines we may be forced to

consider reducing our distributions or the amount that we pay in cash in order to preserve cushion between the amount of

cash distributions paid and net cash provided by operating activities To the extent that we pay cash distributions exceeding net

cash provided by operating activities the amount of our distribution payments may not be sustainable or we may use funds

generated by financing or investing activities which could further reduce the amount of cash available for other purposes

including acquiring new investment properties funding capital expenditures on existing investment properties funding cash

requirements for our various joint ventures or repaying debt If these other requirements cannot be reduced we will likely be

forced to reduce the amount of our cash distributions

We have changed the amount of our distributions in the past and may change our distribution policy in the future

Recognizing the need to maintain maximum financial flexibility in light of the state of the capital markets in 2009 we reduced

the amount we paid monthly in distributions to $0.0475 per common share We have continued to pay this amount monthly and

we currently expect to continue to pay monthly cash dividends at this rate in 2013 but we may change our distribution policy

again at any time in the future

The decision to declare and pay distributions on our common stock in the future as well as the timing amount and composition

of any future distributions will depend on our earnings cash flows from operations funds from operations liquidity financial

condition capital requirements contractual prohibitions or other limitations under our indebtedness the annual distribution

requirements under the REIT provisions of the Code state law and any other factors we deem relevant Any change in our

distribution policy or the amount of distributions we pay to common stockholders could have material adverse effect on the

market price of our preferred and common stock

Our shareholders have experienced dilution as result of our stock offerings and they may experience further dilution we

issue additional stock The issuance of common stock in our prior offerings and our current at-the-market ATM issuance

program and the issuance of preferred stock in 2012 and 2011 have and may continue to have dilutive effect on our earnings

and funds from operations per share Any additional issuances of stock will also further reduce the percentage of our stock

owned by investors who do not participate in these future issuances Shareholders are not entitled to vote on whether or not we

issue additional stock already authorized for issuance In addition depending on the terms and pricing of an additional offering

of our stock and the value of our properties our shareholders may experience dilution in both the book value and market value

of their shares

Changes in market conditions could adversely affect the market price of our preferred and common stock The trading price

of our shares of preferred or common stock like other publicly traded equity securities depends on various market conditions

that may change from time to time Among the market conditions that could affect the market price of our preferred and

common stock are the following

the extent of investor interest in our securities

the general reputation of real estate investment trusts and the attractiveness of our equity securities in comparison to

other equity securities including securities issued by other real estate based companies



material economic concerns

changes in tax laws

our financial performance and

general stock and bond market conditions

Our common stock may trade at prices that are higher or lower than our net asset value per
share of common stock If among

other things our future earnings or cash distributions are less than expected it is likely that the market price of our preferred

and common stock will decline

Our investment in preferred and common equity securities have and may in the future negatively impact our results To

enhance the yields available to us on our cash balances we have invested in portfolio of preferred and common equity

securities issued by other REIT and non-REIT companies As of December 31 2012 the balance of our investment securities

was $8711 net of an unrealized gain of $762 Fluctuations in the global credit and equity markets can have an impact on the

trading price of these securities No impairment charges were recorded or required for the
years

ended December 31 2012

2011 and 2010 but we may have to recognize impairment charges or losses related to these investments in future periods

Our objectives may conflict with those of our joint venture partners We own certain of our investment properties through

joint ventures with third parties In some cases we control the joint venture and in some cases we are minority partner

Investments in joint ventures involve risks that are not otherwise present with properties which we own entirely For example

joint venture partner may file for bankruptcy protection or may have economic or business interests or goals which are

inconsistent with our goals or interests Further although may own controlling interest in joint venture and may have

authority over major decisions such as the sale or refinancing of investment properties we may have fiduciary duties to the

joint venture partners or the joint venture itself that may cause or require us to take or refrain from taking actions that we

would otherwise take if we owned the investment properties outright Certain joint venture commitments require us to invest

cash in non-operating property under development and in properties that do not necessarily meet our investment criteria but

which are offered for syndication through our joint venture with IPCC In some cases capital has been committed for periods

longer than expected for example when development or syndication takes longer than anticipated thus impacting our liquidity

and capital resources

Financing Risks

We often need to borrow money to finance our business Oar ability to internally fund operating or capital needs is limited

since we must distribute at least 90% of our taxable income rubject to certain adjustments to stockholders to qualify as

REIT Consequently we may have to borrow money to fund operating or capital needs or to satisfy the distribution

requirements imposed by the Code to maintain status as REIT Borrowing money exposes us to various risks For example

our investment properties may not generate enough cash to pay the principal and interest obligations on loans or we may
violate loan covenant that results in the lender accelerating the maturity date of loan As of December 31 2012 we owed

total of approximately $746576 Approximately $412361 of this debt is secured by mortgages on our investment properties

The remaining $334215 is comprised of unsecured debt reflecting draws on our line of credit facility and borrowings under our

term loans and the face value of our convertible notes

If we fail to make timely payments on our debt including those cases where lender has accelerated the maturity date due to

violation of loan covenant the lenders could foreclose on the investment properties securing the loan and we could lose our

entire investment on any foreclosed properties Once loan becomes due we must either pay the remaining balance or borrow

additional money to pay off the maturing loan We may not however be able to obtain new loan or the terms of the new

loan such as the interest rate or payment schedule may not be as favorable as the terms of the maturing loan Thus we may be

forced to sell property at an unfavorable price to pay off the maturing loan or agree to less favorable loan terms In addition

we may have limited availability under our line of credit facility which may reduce our ability to borrow funds

total of approximately $106658 and $82597 of our indebtedness including required monthly principal amortization

matures on or before December 31 2013 and 2014 respectively We intend to repay
this debt using available cash by

borrowing amounts under our unsecured line of credit facility or by refinancing the maturing debt or some combination of all

these There is no assurance we will be able to do so and we may incur significantly higher borrowing costs all of which could

have material adverse effect on our results of operations and financial condition Included in the debt maturing in 2013 is

approximately $90247 secured by our Algonquin Commons property Although these loans do not mature until November
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2014 we have included them in 2013 because the lender has accelerated the due date of the loans in connection with their

decision to initiate foreclosure proceedings

As of December 31 2012 we owed approximately $361000 or 48% of total outstanding debt on indebtedness that bore

interest at variable rates with weighted average of 2.38% per annum These rates are reset each month 1.0% annualized

increase in these variable rates would have increased our interest expense by approximately $3610 for the year
ended

December 31 2012 We may borrow additional amounts that bear interest at variable rates If interest rates increase the

amount of interest that we would be required to pay on these borrowings will also increase Additionally if lending

requirements become stricter we may find it difficult to encumber properties with terms similar to our current loan terms This

could result in decrease in the number of properties we are able to purchase or principal and/or interest payments higher than

recent historical levels Higher interest payments could have material adverse effect on our results of operations and would

result in decrease in the amount of cash available for distribution to holders of our common stock

We have guaranteed approximately $800 of unconsolidated joint venture debt and approximately $7400 of consolidated debt

as of December 31 2012 These guarantees are in effect for the entire term of each respective loan We would be required to

make payments on these guarantees upon the default of any of the provisions in the loan documents unless the default is

otherwise waived Approximately $37644 of total unconsolidated joint venture debt matures during 2013 of which we have

guaranteed $800 The joint ventures expect to either
repay

the maturing debt as it matures or will soon be in discussions with

various lenders to extend or restructure this joint venture debt although there is no assurance that we or our joint venture

partners will be able to restructure this debt on terms and conditions we find acceptable if at all Our pro rata share of any

repayments will be funded using available cash and/or draws on our line of credit facility

In June 2012 we ceased paying the monthly debt service on the mortgage loans encumbering Algonquin Commons In January

2013 we received notice that complaint had been filed by the successors to the lender alleging events of default under the

loan documents and seeking to foreclose on the property The loan documents include payment guarantee equal to

approximately $18600 at December 31 2012 If we are required to pay the full amount outstanding under the guaranty then

making that payment could have material adverse effect on our consolidated statements of cash flows for the period and the

year in which it would be made and it could have material adverse effect on our consolidated statements of operations and

comprehensive income for the period and the year in which we culminate the disposal of the property and related debt

Our degree of leverage could limit our ability to obtain additional financing or affect the market price of our common stock

As of December 31 2012 we had approximately $746576 in total indebtedness outstanding on consolidated basis excluding

unconsolidated joint venture debt Additionally there was total of approximately $460116 of outstanding debt incurred by

our unconsolidated joint ventures of which our pro rata share was approximately $235941 Debt to total market capitalization

ratio which measures total debt as percentage of the aggregate
of total debt plus the market value of outstanding equity

securities is often used by analysts to gauge leverage for REITs such as us Our debt to total market capitalization ratio was

approximately 46.5% excluding unconsolidated joint venture debt and 53.4% including our pro rata share of unconsolidated

joint venture debt as of December 31 2012 This ratio will increase with declines in our stock price which closed at $8.38 on

December 31 2012 or with increases in our borrowing all of which could have material adverse effect on the trading price of

our stock In addition our degree of leverage could affect our ability to obtain additional financing for working capital capital

expenditures acquisitions development or other general corporate purposes Our degree of leverage could also make us more

vulnerable to downturn in business or the economy generally In addition greater amount of debt relative to our peer group

could have negative effect on our stock price

Covenants in our debt agreements could adversely affect our financial condition The mortgages on our properties contain

customary covenants such as those that limit our ability without the prior consent of the lender to borrow additional monies

secured by the property or to discontinue insurance coverage among other things Covenants on our unsecured line of credit

facility also limit our ability to incur indebtedness above certain levels and require us to satisfy certain conditions before

borrowing such as maintaining certain total debt to asset ratios secured debt to total asset ratios debt service coverage ratios

and minimum ratios of unencumbered assets to unsecured debt among others If we breach covenants in our debt agreements

the lenders can declare default and if the debt is secured can take possession of the property securing the defaulted loan

unless we are able to repay the loan Failure to comply with these covenants could cause default under the applicable debt

agreement and we may then be required to repay
this debt Under those circumstances we may not have sufficient resources

to repay this debt

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

and may reduce the overall returns on your investment From time to time we have used and may in the future use

derivative financial instruments to hedge exposures
to changes in interest rates on loans secured by our assets Derivative

instruments may include interest rate swap contracts interest rate cap or floor contracts futures or forward contracts options or
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repurchase agreements Our actual hedging decisions will be determined in light of the facts and circumstances existing at the

time of the hedge and may differ from our currently anticipated hedging strategy

To the extent that we use derivative financial instruments to hedge against interest rate fluctuations we will be exposed to

credit risk basis risk and legal enforceability risks In this context credit risk is the failure of the counterparty to perform

under the terms of the derivative contract If the fair value of derivative contract is positive the counterparty owes us which

creates credit risk for us Basis risk occurs when the index upon which the contract is based is more or less variable than the

index upon which the hedged asset or liability is based thereby making the hedge less effective Finally legal enforceability

risks encompass general contractual risks including the risk that the counterparty will breach the terms of or fail to perform its

obligations under the derivative contract We do not believe the risk of counterparty nonperformance is material due to the

current economic conditions

Federal Income Tax Risks

Failure to Quahfy as REIT We may fail to qualify as REIT if among other things

less than 75% of the value of our total assets consist of cash and cash items including receivables real estate assets

including mortgages and interests in mortgages and government securities at the close of each fiscal quarter

securities of any one issuer other than permitted securities such as government securities or mortgages represent

more than 5% of the value of our total assets however up to 25% of the value of our total assets may be represented

by securities of one or more taxable REIT subsidiaries

we own more than 10% of the outstanding voting securities of any one issuer or more than 10% of the value of the

outstanding securities of single issuer other than crtain permitted securities such as government securities or

mortgages and securities in taxable REIT subsidiary

less than 75% of our gross
income excluding income from prohibited transactions is derived from real estate sources

These sources include mortgage interest rents from real property amounts received as consideration to enter into real

estate leases or to make loan secured by mortgage and gains from the sale of real estate assets

less than 95% of our gross income is derived from the income items included in the 75% test and also includes interest

income dividend income and gains from the sale of securities or

we fail to distribute at least 90% of our taxable income subject to certain adjustments to stockholders

If we fail to qualify as REIT in any taxable year our operations and distributions to stockholders will be adversely

affected We intend to operate so as to continue qualifying as REIT under the Code REIT generally is not taxed at the

corporate level on income it currently distributes to its stockholders Qualification as REIT involves the application of highly

technical and complex rules for which there are only limited judicial or administrative interpretations The determination of

various factual matters and circumstances is not entirely within our control and may affect our ability to qualify or continue to

qualify as REIT In addition new legislation new regulations administrative interpretations or court decisions could

significantly change the tax laws with respect to qualifying as REIT or the federal income tax consequences of qualification

If we were to fail to qualify as REIT in any taxable year and were not entitled to relief under the Code

we would not be allowed to deduct dividends paid to stockholders when computing our taxable income

we would be subject to federal including any applicable alternative minimum tax and state income tax on our taxable

income at regular corporate rates

we would be disqualified from being taxed as REIT for the four taxable years following the year during which we

failed to qualify unless entitled to relief under certain statutory provisions

we would have less cash to pay distributions to stockholders and

we may be required to borrow additional funds or sell some of our assets in order to pay corporate tax obligations we

may incur as result of being disqualified

We face possible adverse changes in tax laws From time to time changes in federal state and local tax laws or regulations

are enacted which may result in an increase in our tax liability The shortfall in tax revenues at the federal state and municipal
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government levels in recent years may lead to an increase in the frequency and size of these changes If these changes occur

we may be required to pay additional taxes on our income property or net worth and may be assessed interest and penalties on

such additional taxes

In certain circumstances we may be subject tofrderal and state income taxes as REIT which would reduce our cash

available to pay distributions Even if we maintain our status as REIT we may become subject to federal income taxes and

related state taxes For example if we have net income from prohibited transaction we will incur taxes equal to the full

amount of the income from the prohibited transaction We may not be able to make sufficient distributions to avoid excise taxes

applicable to REITs We also may decide to retain income we earn from the sale or other disposition of our property and pay

income tax directly on this income In that event our stockholders would be treated as if they earned that income and paid the

tax on it directly However stockholders that are tax-exempt such as charities or qualified pension plans would have to file

income tax returns to receive refund of the income tax paid on their behalf We also may be subject to state and local taxes on

our income property or net worth either directly or at the level of the other companies through which we indirectly own our

assets Any federal or state taxes paid by us will reduce our cash available to pay distributions

Distributions to tax-exempt investors may be classified as unrelated business tax income The Code may classify

distributions paid to tax-exempt investor as unrelated business tax income or UBTI if the investor borrows money to

purchase our shares

In order to maintain our REIT status we may be forced to borrow funds during unfavorable market conditions In order to

maintain our REIT status we may need to borrow funds on short-term basis to meet the real estate investment trust

distribution requirements even if the then prevailing market conditions are not favorable for these borrowings To qualify as

REIT we generally must distribute to our stockholders at least 90% of our taxable income subject to certain adjustments each

year In addition we will be subject to 4% nondeductible excise tax on the amount if any by which distributions paid by us

in any calendar year are less than the sum of 85% of our ordinary income 95% of our capital gain net income and 100% of our

undistributed income from prior years We may need short-term debt or long-term debt proceeds from asset sales creation of

joint ventures or sale of common stock to fund required distributions as result of differences in timing between the actual

receipt of income and the recognition of income for federal income tax purposes or the effect of non-deductible capital

expenditures the creation of reserves or required debt or amortization payments

Thirdparties may be discouraged from making acquisition or other proposals that may be in stockholders best interests

Under our governing documents no single person or group of persons an entity is considered person may own more than

9.8% of our outstanding shares of common stock unless permitted by the board Although the board may waive the

application of these provisions to certain persons they are not obligated to do so These provisions may prevent or discourage

third party from making tender offer or other business combination proposal such as merger even if such proposal

would be in the best interest of the stockholders

Recent tax-rate changes could reduce after-tax returns for holders of our common and prefrrred stock The maximum rates

on ordinary dividend income and long-term capital gains received after December 31 2012 by individuals estates and trusts

increased from 35% and 15% respectively to 39.6% and 20% respectively In addition for taxable years beginning after

December 31 2012 certain U.S holders who are individuals estates or trusts and whose income exceeds certain thresholds

will be required to pay 3.8% Medicare tax on dividends and certain other investment income including capital gains from the

sale or other disposition of our common and preferred stock

Insurance Risks

Some potential losses are not covered by insurance We continue to monitor the state of the insurance market in general and

the
scope

and costs of coverage for acts of terrorism in particular but we cannot anticipate what coverage will be available on

commercially reasonable terms in future policy years There are other types of losses such as from wars acts of nuclear

biological or chemical terrorism or the presence of mold at our properties for which we cannot obtain insurance at all or at

reasonable cost With respect to these losses and losses from acts of terrorism earthquakes or other catastrophic events if we

experience loss that is uninsured or that exceeds policy limits we could lose the capital invested in the damaged properties as

well as the anticipated future revenues from those properties

Potential liability for environmental contamination could result in substantial costs Under federal state and local

environmental laws ordinances and regulations we may be required to investigate and clean up the effects of releases of

hazardous or toxic substances or petroleum products at our properties simply because of our current or past ownership or

operation of our real estate If environmental problems arise we may have to make substantial payments because
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as owner or operator we may have to pay for property damage and for investigation and clean-up costs incurred in

connection with the contamination

the law typically imposes clean up responsibility and liability regardless of whether the owner or operator knew of or

caused the contamination

even if more than one person may be responsible for the contamination each
person

who shares legal liability under

the environmental laws may be held responsible for all of the cleanup costs and

governmental entities and third parties may sue the owner or operator of contaminated site for damages and costs

These costs could be substantial and in extreme cases could exceed the value of the contaminated property The presence of

hazardous or toxic substances or petroleum products or the lailure to properly remediate contamination may materially and

adversely affect our ability to borrow against sell or rent an affected property

In addition applicable environmental laws create liens on contaminated sites in favor of the government for damages and costs

it incurs in connection with contamination Changes in laws increasing the potential liability for environmental conditions

existing at our properties or increasing the restrictions on the handling storage or discharge of hazardous or toxic substances or

petroleum products or other actions may result in significant unanticipated expenditures

Environmental laws also govern the presence maintenance and removal of asbestos These laws require that owners or

operators of buildings containing asbestos

properly manage and maintain the asbestos

notify and train those who may come into contact with asbestos and

undertake special precautions including removal or other abatement if asbestos would be disturbed during renovation

or demolition of building

These laws may impose fines and penalties on building owners or operators
who fail to comply with these requirements and

may allow third parties to seek recovery from owners or operators for personal injury associated with exposure to asbestos

fibers

Some of our properties are located in urban industrial and previously developed areas where fill or current or historic industrial

uses of the areas have caused site contamination It is our policy to retain independent environmental consultants to conduct

Phase environmental site assessments and asbestos surveys for each property we seek to acquire These assessments

generally include visual inspection of the properties and the surrounding areas an examination of current and historical uses

of the properties and the surrounding areas and review of relevant state federal and historical documents but do not involve

invasive techniques such as soil and ground water sampling Where appropriate on property-by-property basis our practice

is to have these consultants conduct additional testing including sampling for asbestos for lead in drinking water for soil

contamination where underground storage tanks are or were located or where other past site usage create potential

environmental problem and for contamination in groundwater Even though these environmental assessments are conducted

there is still the risk that

the environmental assessments and updates did not identify all potential environmental liabilities

prior owner created material environmental condition that is not known to us or the independent consultants

preparing the assessments

new environmental liabilities have developed since the environmental assessments were conducted and

future uses or conditions such as changes in applicable environmental laws and regulations could result in

environmental liability for us

Inquiries about indoor air quality may necessitate special investigation and depending on the results remediation beyond our

regular indoor air quality testing and maintenance programs Indoor air quality issues can stem from inadequate ventilation

chemical contaminants from indoor or outdoor sources and biological contaminants such as molds pollen viruses and

bacteria Indoor
exposure to chemical or biological contaminants above certain levels can be alleged to be connected to allergic

reactions or other health effects and symptoms in susceptible individuals If these conditions were to occur at one of our
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properties we may need to undertake targeted remediation program including without limitation steps to increase indoor

ventilation rates and eliminate sources of contaminants These remediation programs could be costly necessitate the temporary

relocation of some or all of the propertys tenants or require rehabilitation of the affected property

Compliance or failure to comply with the Americans with Disabilities Act or other safety regulations and requirements could

result in substantial costs The Americans with Disabilities Act generally requires that public buildings including shopping

centers be made accessible to disabled persons Noncompliance could result in the imposition of fines by the federal

government or the award of damages to private litigants We may be required to invest substantial amounts of capital to make

among other things substantial alterations in one or more of our properties including the removal of access barriers to comply

with the Americans with Disabilities Act

Our properties are also subject to various federal state and local regulatory requirements such as state and local fire and life

safety requirements If we fail to comply with these requirements we could incur fines or private damage awards We do not

know whether existing requirements will change or whether compliance with future requirements will require significant

unanticipated expenditures
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Item lB Unresolved Staff Comments

As of the date of this Annual Report on Form 10-K we had no outstanding unresolved comments from the Commission staff

regarding our periodic or current reports
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Item Properties

As of December 31 2012 we owned fee simple interests in 113 investment properties excluding unconsolidated joint

ventures comprised of 31 single-user retail properties 42 Neighborhood Retail Centers 13 Community Centers 26 Power

Centers and Lifestyle Center These investment properties are located in the states of Florida Illinois 64 Indiana

Massachusetts Michigan Minnesota 18 Nebraska Ohio Pennsylvania Tennessee Texas Virginia

and Wisconsin 13 Most tenants of the investment properties are responsible for the payment of some or all of the real

estate taxes insurance and common area maintenance For additional details related to investment property encumbrances see

Real Estate and Accumulated Depreciation Schedule III herein

Gross Average
Leasable Year Financial Rent Per

Area Date Built Occupancy Square

Property Sq Ft Acq Renovated Foot Anchor Tenants

Single-User

Bally Total Fitness

St Paul MN 43000 09/99 1998 100% 12.60 l.A Fitness

Carmax

Schaumburg IL 93333 12/98 1998 100% 22.47 Carmax

Carmax

Tinley Park IL 94518 12/98 1998 100% 20.36 Carmax

Cub Foods

Buffalo Grove IL 56192 06/99 1999 100% 14.02 Cub Foods sublet to Eskape

Cub Foods

Hutchinson MN 60208 01/03 1999 100% 9.79 Cub Foods

Disney

Celebration FL 166131 07/02 1995 100% 17.37 Walt Disney World

Dominicks

Countryside IL 62344 12/97 1975/2001 100% 4.28 Dominicks Finer Foods

Dominicks

Schaumburg IL 71400 05/97 1996 100% 18.53 Dominicks Finer Foods

Food Less Dominicks Finer Foods sublet to

Hammond IN 71313 05/99 1999 100% 11.80 Food Less

Glendale Heights Retail

Glendale Heights IL 68879 09/97 1997 100% 11.90 Dominicks Finer Foods

PetSmart

Gumee IL 25692 04/01 1997 100% 15.17 PetSmart

Pick Save

Waupaca WI 63780 03/06 2002 100% 11.47 Pick Save

Rite-Aid

Chattanooga TN 10908 05/02 1999 100% 21.26 Rite Aid

Roundys
Menomonee Falls WI 103611 11/10 2010 100% 16.25 Super Pick Save

Staples

Freeport IL 24049 12/98 1998 100% 11.50 Staples

Venzon

Joliet IL 4504 05/97 1995 100% 40.70 None

Single-User IPCC Joint Venture

BJs Wholesale Club

GainesvilleVA 76267 11/12 2012 100% 13.08 BJsWholesaleClub

Dicks Sporting Goods

Cranberry Township PA 81780 12/12 2012 100% 18.00 Dicks Sporting Goods

Dollar General

Baldwin WI 9026 12/02 2011 100% 9.59 None

Dollar General

Mercer WI 9026 12/02 2012 100% 7.88 None

Dollar General

NekoosaWI 9026 12/02 2012 100% 8.76 None

Dollar General

Oxford WI 9026 12/02 2012 100% 9.21 None

Dollar General

Spooner WI 9026 12/02 2012 100% 9.96 None

Dollar General

Wittenberg WI 9100 12/02 2012 100% 8.17 None

Family Dollar

Cisco TX 8000 10/12 2012 100% 9.98 None

Family Dollar

Lorain OH 8400 10/12 2012 100% 12.24 None
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Gross Average

Leasable Year Financial Rent Per

Area Date Built/ Occupancy Square

Property Sq Ft Acq Renovated Foot Anchor Tenants

Single-User IPCC Joint Venture

Waigreens

Benton Harbor MI 14820 12/12 2007 100% 23.68 Walgreens

Waigreens

El Paso TX 15120 12/12 1999 100% 20.12 Walgreens

Waigreens

Milwaukee WI 13905 06/12 1999 100% 16.65 Waigreens

Walgreons

New Bedford MA 10350 09/12 1994 100% 20.83 Walgreens

Waigreens

Villa Park IL 12154 08/12 1997 100% 30.03 Walgreens

Neighborhood Retail Centers

22 Street Plaza Outlot

Oakbrook Terrace IL 9970 11/97 1985/2004 100% 44.50 None

Aurora Commons

Aurora IL 126908 01/97 1988 91% 8.91 Jewel Food Stores

Berwyn Plaza

BerwynIL 15726 05/98 1983 100% 11.45 Deal$

Big Lake Town Square

Big Lake MN 67858 01/06 2005 100% 11.99 Coboms Super Store

Brunswick Market Center

Brunswick OH 119540 12/02 1997/1998 96% 12.67 Buehlers Food Markets

Cliff Lake Centre

Eagan MN 74182 09/99 1988 84% 12.90 None

Downers Grove Market

Downers Grove IL 103419 03/98 1998 90% 17.76 Dominicks Finer Foods

Dunldrk Square

Maple Grove MN 79130 09/99 1998 97% 13.59 Rainbow

Eastgate Center

Lombard IL 129101 07/98 1959/2000 79% 6.70 Schroeders Ace Hardware

Illinois Secretary of State

Illinois Dept of Employment

Edinburgh Festival

Brooklyn Park MN 91536 10/98 1997 89% 9.42 Festival Foods

Elmhurst City Centre

Elmhurst IL 39090 02/98 1994 95% 15.30 Walgreens

Gateway Square

Hinsdale IL 39710 03/99 1985 83% 25.29 None

Golf Road Plaza

Niles IL 25992 04/97 1982 85% 12.49 None

Grand Hunt Center Outlot

GurneeIL 21194 12/96 1996 100% 19.74 None

Hammond Mills

Hammond IN 7488 12/98 998/2011 100% 23.06 None

Hawthorn Village Commons

Vernon Hills IL 98806 08/96 1979 48% 16.37 Dollar Tree

Hickory Creek Market Place

Frankfort IL 55831 08/99 1999 70% 17.72 None

Iroquois Center

Naperville IL 140981 12/97 1983 77% 10.82 Planet Fitness

Xilin Association

Big Lots

Medina Marketplace

Medina OH 92446 12/02 /956/2010 100% 11.10 Giant Eagle Inc

Mundelein Plaza

Mundelein IL 16803 03/96 1990 90% 18.23 None
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Gross Average

Leasable Financial Rent Per

Area Date Year BuiltJ Occupancy Square

Property Sq Ft Acq Renovated Foot Anchor Tenants

Neighborhood Retail Centers

Nantucket Square

SchaumburgIL 56981 09/95 1980 88% 12.11 GoPlay

Oak Forest Commons

OakForestIL 108330 03/98 1998 82% 12.19 Food4Less

OReilys Auto Parts

Oak Forest Commons III

Oak Forest IL 7424 06/99 1999 40% 17.59 None

Oak Lawn Town Center

Oak Lawn IL 12506 06/99 1999 85% 27.99 None

Orland Greens

Orland Park IL 45031 09/98 1984 93% 11.77 Dollar Tree

Spree Look Good Do Good

Park Square 1986/1988/

Brooklyn Park MN 136664 08/02 2006 99% 10.44 Rainbow

Planet Fitness

Park St Claire

SchaumburgIL 11859 12/96 1994 100% 16.95 None

Plymouth Collection

Plymouth M1.I 45915 01/99 1999 100% 18.75 GolfGalaxy

Quany Outlot

Hodgkins IL 9650 12/96 1996 100% 33.96 None

River Square

Naperville IL 58260 06/97 1988/2000 92% 23.31 None

Rose Plaza

Elmwood Park IL 24204 11/98 1997 100% 19.11 Binnys Beverage Depot

Schaumburg Plaza

Schaumburg IL 63485 06/98 1994 81% 13.95 JoAnn Stores

Party City

Shingle Creek Center

Brooklyn Center MN 39146 09/99 1986 87% 10.79 None

Six Corners Plaza

Chicago IL 80596 10/96 1966/2005 99% 13.19 L.A Fitness

Conway

St James Crossing

Westmont IL 49994 03/98 1990 58% 20.82 None

The Shops at Coopers Grove

Country Club Hills IL 72518 01/98 1991 16% 15.64 None

Townes Crossing

Oswego IL 105989 08/02 1988 90% 11.75 Jewel Food Stores

Wauconda Crossings

Wauconda IL 90167 08/06 1997 97% 13.88 Dominicks Finer Foods

Walgreens

Wauconda Shopping Center

Wauconda IL 34137 05/98 1988 84% 10.33 Dollar Tree

Westriver Crossings

Joliet IL 32452 08/99 1999 72% 19.32 None

Winnetka Commons Walgreens sublet to Frattalones

New Hope MN 42415 07/98 1990 87% 10.78 Hardware

Woodland Heights

Streamwood IL 120436 06/98 1956/1997 93% 7.94 Jewel Food Stores

U.S Postal Service
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Gross Average

Leasable Year Financial Rent Per

Area Date BuiltJ Occupancy Square

Property Sq Ft Acq Renovated Foot Anchor Tenants

Community Centers

Apache Shoppes

Rochester MN 60780 12/06 2005/2006 95% 10.29 Trader Joes

Chuck Cheese

Bergen Plaza

Oakdale MN 257952 04/98 1978 93% 6.32 K-Mart

Rainbow

Dollar Tree

Bohl Farm Marketplace

Crystal Lake IL 97287 12/00 2000 99% 13.94 Dress Barn

Barnes Noble

Buy Buy Baby

Burnsville Crossing

Burnsville MN 97210 09/99 1989/2010 93% 10.84 PetSmart

Becker Furniture World

Chestnut Court

Darien IL 172918 03/98 1987/2009 93% 10.36 Office Depot

X-Sport Gym

Tuesday Morning

JoAnn Stores

Oakridge Hobbies Toys

Ross Dress for Less

Lake Park

Michigan City IN 114867 02/98 1990 87% 5.03 Jo Ann Stores

Hobby Lobby

Party City

Mosaic Crossing Vk/a Oliver Square
West Chicago IL 77637 1/98 1990 None

Orchard Crossing

Ft Wayne IN 130131 04/07 2008 80% 13.38 Gordmans

Dollar Tree

Park Center

Tinley Park IL 132940 12/98 1988 88% 12.71 Charter Fitness

Chuck Cheese

Old Country Buffet

Sears Outlet

Skokie Fashion Square

Skokie IL 84857 12/97 1984/2010 96% 11.35 Ross Dress for Less

Produce World

Skokie Fashion Square II

Skokie IL 7151 11/04 1984/2010 100% 42.94 None

The Plaza

Brookfield WI 107952 02/99 1985 94% 13.69 CVS

Guitar Center

footers of America

Stans Bootery

Two Rivers Plaza

Bolingbrook IL 57900 10/98 1994 78% 11.43 Marshalls
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Gross Average

Leasable Year Financial Rent Per

Area Date BuIltJ Occupancy Square

Property Sq Ft Acq Renovated Foot Anchor Tenants

Power Centers

Baytowne Shoppes/Square

Champaign IL 118305 02/99 1993 100% 13.74 Staples

PetSmart

Party City

Citi Trends

Ulta

Bradley Commons

Bourbonnais IL 174348 11111 2007/2011 95% 13.41 Shoe Carnival

Ulta

Bed Bath Beyond

Dicks Sporting Goods

Petco

Crystal Point 1976/1998/

Crystal Lake IL 357914 07/04 2012 95% 9.98 Best Buy

Mart

Bed Bath Beyond

The Sports Authority

Cost Plus World Market

Ross Dress for Less

The Fresh Market

Deertrace Kohler

Kohler WI 149924 07/02 2000 98% 10.37 Elder Beerman

Ti Maxx

Dollar Tree

Ulta

Jo Ann Stores

Deertrace Kohier II

Kohler WI 24292 08/04 2003/2004 100% 16.12 None

Joliet Commons

Joliet IL 158853 10/98 1995 100% 13.91 Cinemark

PetSmart

Barnes Noble

Old Navy

Party City

Jo Ann Stores

Buffet City

Joliet Commons Phase II

Joliet IL 40395 02/00 1999 100% 13.54 Office Max

Lansing Square

Lansing IL 233508 12/96 1991 6% 19.11 None

Mankato Heights Plaza

MankatoMN 155173 04/03 2002 89% 13.30 TJMaxx

Michaels

Old Navy

Pier Imports

Petco

Famous Footwear
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Gross Average
Leasable Year Financial Rent Per

Area Date Buiit/ Occupancy Square

Property Sq Ft Acq Renovated Foot Anchor Tenants

Power Centers

Maple Park Place

Bolingbrook IL 214455 01/97 1992/2004 96%4 11.95 X-Sport Gym

Office Depot

The Sports Authority

Best Buy

Ross Dress for Less

Naper West 1985/2009/

Naperville IL 214109 12/97 2012 99% 10.18 Barretts Home Theater Store

JoAnn Stores

Sears Outlet

Ross Dress for Less

Orland Park Place Outlots

Orland Park IL 11900 08/07 2007 100% 47.88 Olympic Flame

Orland Park Place Outlots II

Orland Park IL 22966 04/12 2007 100% 32.54 None

Park Avenue Centre

Highland Park IL 64943 06/97 1996/2005 100% 11.76 Staples

TREK Bicycle Store

Illinois Bone and Joint

Park Place Plaza

St Louis Park MN 88999 09/99 1997/2006 100% 15.52 Office Max

PetSmart

Pine Tree Plaza

Janesville WI 187413 10/99 1998 98% 10.19 Gander Mountain

TJ Maxx

Staples

Michaels

Old Navy

Petco

Famous Footwear

Rivertree Court

Vernon Hills IL 308610 07/97 1988/2011 97% 11.42 Best Buy

Discoveiy Clothing

Office Depot

TJ Maxx

Michaels

Ulta

Harlem Furniture

Gordmans

Old Navy

Rochester Marketplace

Rochester MN 70213 09/03 2001/2003 100% 14.87 Staples

PetSmart

Salem Square 1973/1985/

Countryside IL 116992 08/96 2009 100% 8.73 TJ Maxx

Marshalls

Schaumburg Promenade

Schaumburg IL 91831 12/99 1999 100% 13.38 Ashley Furniture

DSW Shoe Warehouse

Casual Male
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Gross Average

Leasable Year Financial Rent Per

Area Date Built Occupancy Square

Property Sq Ft Acq Renovated Foot Anchor Tenants

Power Centers

Shakopee Outlot

Shakopee MN 12285 03/06 2007 85% 18.97 None

Shakopee Valley Marketplace

Shakopee MN 146362 12/02 2000/2001 99% 9.75 Kohls

Office Max

The Shoppes at Grayhawk

OmahaNE 81000 02/06 2001/2004 88%4 24.36 Michaels

The Shops at Orchard Place

Skokie IL 159091 12/02 2000 94% 28.74 Best Buy

DSW Shoe Warehouse

Ulta

Pier Imports

Petco

Walter Smithe

Party City

University Crossings

Mishawaka IN 111651 10/03 2003 98% 14.71 Marshalls

Petco

Dollar Tree

Pier Imports

Ross Medical Education Center

Babies Us

Valparaiso Walk

Valparaiso IN 137500 12/12 2005 100% 13.72 Best Buy

Michaels

Marshalls

Bed Bath Beyond

Lifestyle Centers

Algonquin Commons

Algonquin IL 563704 02/06 2004/2005 90% 13.04 PetSmart

Office Max

Pottery Barn

Old Navy

DSW Show Warehouse

Discovery Clothing

Dicks Sporting Goods

Trader Joes

Ulta

Charming Charlie

Ross Dress for Less

Gordmans

Total 9335076
90% 13.21
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As of December 31 2012 we owned fee simple interests in 44 investment properties through our unconsolidated joint ventures

and Delaware Statutory Trust interests in the six properties owned through our IPCC joint venture comprised of single-user

retail properties 17 Neighborhood Retail Centers 10 Community Centers and 11 Power Centers These investment properties

are located in the states of Idaho Illinois 21 Kansas Kentucky Minnesota 12 Missouri Ohio Utah

and Wisconsin Tenants of the investment properties are responsible for the payment of some or all of the real estate taxes

insurance and common area maintenance

Caton Crossings

Plainfield IL

Champlin Marketplace

Champlin MN

Cobbler Crossing

Elgin IL

Diffley Marketplace

Eagan MN

Forest Lake Marketplace

Forest Lake MN

Mallard Crossing Shopping Center

Elk Grove Village IL

Maple View

Grayslake IL

Marketplace at Six Corners

Chicago IL

Mt Pleasant Shopping Center

Mt Pleasant WI

Ravinia Plaza

Orland Park IL

Red Top Plaza

Libertyville IL

Regal Showplace

Crystal Lake IL

Shannon Square Shoppes

Arden Hills MN

Stuarts Crossing

St Charles IL

The Shoppes at Mill Creek

Palos Park IL

The Shops of Plymouth Town Center

Plymouth MN

Property

Gross Average
Leasable Year Financial Rent Per

Area Date Built Occupancy Square

Sq Ft Acq Renovated Foot

Single-User

Cub Foods

Arden Hills MN

Single-User IPCC Joint Venture

CVS
Lees Summit MO

Pick Save

Sheboygan WI

Walgreens

McPherson KS

Walgreens

Nampa ID

Waigreens

St George UT

Neighborhood Retail Centers

Byerlys Burnsville

Bumsville MN

Anchor Tenants

100% 13.44 Cub Foods

100% 28.59 CVS

100% 1400 Pick Save

100% 23.94 Walgreens

100% 24.15 Walgreens

100% 34.49 Walgreens

68442 03/04 2003

13016 03/12 2008

62138 03/12 2010

13577 03/12 2009

14490 03/12 2008

14382 03/12 2009

72339 09/99 1988

83792 06/03 1998

88577 09/11 1999/2005

102643 05/97 1993

62656 10/10 2008

93853 09/02 2001

82929 05/97 1993

105642 03/05 2000/2005

116975 11/98 1997

83334 03/12 2011

101341 10/06 1990

151840 06/11 1981/2008

96928 03/05 1998

29196 06/04 2003

85529 08/98 1999

102422 03/98 1989

84003 03/99 1991

98% 11.43 Byerlys Food Store

Eriks Bike Shop

95% 11.15 Tonys Finer Foods

91% 12.77 Cub Foods

93% 11.38 Jewel Food Stores

98% 14.33 Cub Foods

95% 13.09 Cub Foods

94% 7.50 Food Less

92% 17.94 Jewel Food Stores

100% 16.50 Jewel Food Stores

Marshalls

100% 20.91 Pick Save

78% 16.20 Whole Foods Market

Pier Imports

Evas Bridal

92% 12.90 Jewel Food Stores

100% 19.24 Regal Cinernas

100% 17.18 None

98% 13.87 Jewel Food Stores

98% 11.71 JewelFood Stores

100% 10.73 The Foursome Inc

Cub Foods
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Gross Average

Leasable Year Financial Rent Per

Area Date Bullti Occupancy Square

Property Sq Ft Acq Renovated Foot Anchor Tenants

Community Centers

Brownstones Shopping Center

Brookfield WI 137816 11/11 1989/2009 94% 13.58 Metro Market

Ti Maxx

Chatham Ridge

Chicago IL 175991 02/00 1999 84% 18.52 Food4 Less

Marshalls

Elston Plaza

Chicago IL 87946 12/11 1983/2010 90% 18.01 Jewel Food Stores

OReilly Auto Parts

Four Flaggs
1973/1998/

Niles IL 326028 11/02 2010 100% 10.23 Jewel Food Stores

Party City

Marshalls

PetSmart

Office Depot

Old Navy

Global Rehabilitation

Ashley Furniture

Sears Outlet

JoAnn Stores

Shoe Carnival

Greeniree Centre Outlot

Racine WI 169268 02/05 1990/1993 94% 8.31 Pick Save

Mart

Quarry Retail

Minneapolis MN 281458 09/99 1997 94% 12.31 Home Depot

Rainbow

PetSmart

Office Max

Party City

Thatcher Woods Center

River Grove IL 188213 04/02 1969/1999 96% 11.77 Walgreens

Conway

Hanging Garden Banquet

Binnys Beverage Depot

Dominicks Finer Foods

Sears Outlet

Village Ten Shopping Center

Coon Rapids MN 211472 08/03 2002 97% 7.29 Dollar Tree

Life Time Fitness

Cub Foods

Woodbury Commons 1992/2004/

WoOdbur3MN 116196 02/12 2012 66% 13.48 HancockFabrics

Schuler Shoes

Dollar Tree

Woodland Commons
Buffalo Grove IL 170122 02/99 1991 98% 14.05 Dominicks Finer Foods

Jewish Community Center
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Gross Average
Leasable Year Financial Rent Per

Area Date Built/ Occupancy Square

Property Sq Ft Acq Renovated Foot Anchor Tenants

Power Centers

Joffco Square

Chicago IL 95204 01/11 2008 83% 25.72 Bed Bath Beyond

Best Buy

Orland Park Place

Orland Park IL 592495 04/05 198 0/1999 100% 12.13 Superstore

Old Navy

Stein Mart

Tiger Direct

Barnes Noble

DSW Shoe Warehouse

Bed Bath Beyond

Binnys Beverage Depot

Office Depot

Nordstrom Rack

Dicks Sporting Goods

Marshalls

Buy Buy Baby

HH Gregg

Ross Dress for Less

Randall Square

Geneva IL 216485 05/99 1999 95% 14.34 Marshalls

Bed Bath Beyond

PetSmart

Michaels

Party City

Old Navy

Riverdale Commons
Coon Rapids MN 231753 09/99 1999 99% 13.37 Rainbow

The Sports Authority

Office Max

Petco

Party City

Home Goods

Michaels

Silver Lake Village

St Anthony MN 159303 02/12 1996/2005 87% 21.53 North Memorial Healthcare

Cub Foods

Stone Creek Towne Center

Cincinnati OH 142824 02/12 2008 98% 22.60 Bed Bath Beyond

Best Buy

Old Navy

The Point at Clark

Chicago IL 95455 06110 1996 100% 2644 DSW Shoe Warehouse

Marshalls

Michaels
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Gross Average

Leasable Financial Rent Per

Area Date Year BuiItJ Occupancy Square

Property Sq Ft Acq Renovated Foot Anchor Tenants

Power Centers

Turfway Commons

Florence KY 105471 12/11 1993/2007 94% 11.86 Babies Us

Half Price Books

Guitar Center

Michaels

Westgate

Fairview Park OH 241838 03/12 2007 85% 17.09 Books-A-Million

Petco

Marshalls

Earth Fare

1973/1975/

Woodfield Commons E/W 1997/2007/

Schaumburg IL 207452 10/98 2012 86% 16.28 Toys Us

Discovery Clothing

RET

Hobby Lobby

Woodfield Plaza

Schaumburg IL 177160 01/98 1992 96% 12.41 Kohls

Barnes Noble

Buy Buy Baby

Joseph Banks Clothiers sublet

to Davids Bridal

Tuesday Morning

Total 5859994 94% 14.19

Total/Weighted Average 15 195 070 92% 13 60

Financial Occupancy is defmed as the percentage of total gross leasable area for which tenant is obligated to pay rent under the terms of its lease

agreement regardless of the actual use or occupation by that tenant of the area being leased excluding tenants in their abatement period

Average rent per square foot is calculated on leases in place as of report date

Anchor tenants are defined as any tenant occupying 10000 or more square feet The trade name is used which may be different than the tenant name

on the lease

Tenant has vacated their space but is still contractually obligated under their lease to pay rent

Beginning with the earlier date listed pursuant to the terms of the lease the tenant has right to terminate prior to the lease expiration date
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The following table represents an analysis of lease expirations based on the leases in place at December 31 2012 in our

consolidated portfolio

Percent of

Total Total Annualized
Lease Number of Percent of Annualized Annualized Base Rent

Expiration Leases GLA Total Base Rent Base Rent $/Sq.Ft
Year Expiring Sq.Ft GLA

M-T-M 25 56486 0.60% 702 0.61% 12.43

2013 134 684294 7.33% 8273 7.10% 12.09

2014 146 1108232 11.88% 14494 12.44% 13.08

2015 170 921134 9.86% 13445 11.54% 14.60

2016 154 845934 9.06% 12459 10.69% 14.73

2017 147 1098627 11.77% 15479 13.29% 14.09

2018 89 477437 5.11% 7545 6.47% 15.80

2019 35 593765 6.36% 6765 5.81% 11.39

2020 35 418323 4.48% 4590 3.94% 10.97

2021 50 826277 8.85% 13315 11.43% 16.11

2022 125 1503532 16.11% 19466 16.68% 12.95

Vacantc 801035 8.59%

Total 1110 9335076 100.00% 116533 100.00% 13.66

The following table represents an analysis of lease expirations based on the leases in place at December 31 2012 in our

unconsolidated portfolio including our joint venture partners pro-rata share

Percent of

Total Total Annualized
Lease Number of Percent of Annualized Annualized Base Rent

Expiration Leases GLA Total Base Rent Base Rent $/Sq.Ft
Year Expiring Sq.Ft GLA

M-T-M 15 38029 0.65% 333 0.42% 8.76

2013 76 342273 5.84% 5347 6.67% 15.62

2014 79 493349 8.42% 6712 8.37% 13.60

2015 81 385854 6.58% 6056 7.56% 15.70

2016 83 586688 10.01% 8248 10.29% 14.06

2017 82 650615 11.10% 10469 13.06% 16.09

2018 63 674378 11.51% 9995 12.47% 14.82

2019 33 588036 10.04% 8532 10.64% 14.51

2020 20 432275 7.37% 5137 6.41% 11.88

2021 21 147998 2.52% 2459 3.07% 16.62

2022 51 1260401 21.51% 16865 21.04% 13.38

Vacant 260098 4.45%

Total 604 5859994 100.00% 80153 100.00% 14.31

Annualized base rent for all leases financially occupied including seasonal tenants and tenants in their abatement period at report date based on the

rent as of the end of the lease

Annualized base rent divided by gross leasable area

Leases executed but not commenced are included in the vacant totals
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The following table represents an analysis of lease expirations based on the leases in place at December 31 2012 in our

total portfolio including those in our unconsolidated joint ventures including our joint venture partners pro-rata shares

Percent of

GLA Total

________ ______________
Sq.Ft GLA

_____________ ____________

40 94515 0.62%

210 1026567 6.75%

225 1601581 10.54%

251 1306988 8.60%

237 1432622 9.43%

229 1749242 11.51%

152 1151815 7.58%

68 1181801 7.78%

55 850598 5.59%

71 974275 6.41%

176 2763933 18.19%

1061133 7.00%

1714 15195070 100.00% 196686 100.00% 13.92

Annualized base rent for all leases financially occupied including seasonal tenants and tenants in their abatement period at report date based on the

rent as of the end of the lease

Annualized base rent divided by gross leasable area

Leases executed but not commenced are included in the vacant totals

The following table lists the gross
leasable area and approximate physical occupancy levels for our investment properties as of

December 31 2012 2011 2010 2009 and 2008 N/A indicates we did not own the investment property at the end of the year

Number of

Leases

Expiring

Lease

Expiration

Year

M-T-M

2013

2014

2015

2016

2017

2018

2019

2020

2021

2022

Vacant

Total

Annualized

Base Rent

1035

13620

21206

19501

20707

25948

17540

15297

9727

15774

36331

Percent of

Total Annualized

Annualized Base Rent

Base Rent $/Sq.Ft

0.53% 10.95

6.92% 13.27

10.78% 13.24

9.91% 14.92

10.53% 14.45

13.20% 14.83

8.92% 15.23

7.78% 12.94

4.94% 11.44

8.02% 16.19

18.47% 13.14

Total

Gross

Leasable 2012 2011 2010 2009 2008

Properties Area

22nd Street Plaza Outlot Oakbrook Terrace IL 9970 100 100 100 100 100

Algonquin Commons Algonquin IL 563704 93 91 78 N/A N/A

Apache Shoppes Rochester MN 60780 95 73 75 25 52

Aurora Commons Aurora IL 126908 93 85 86 94 94

Ballys Total Fitness St Paul MN 43000 100 100 100

Baytowne Shoppes/Square Champaign IL 118305 100 100 86 87 93

Bergen Plaza Oakdale MN 257952 91 90 93 93 89

Berwyn Plaza Berwyn IL 15726 100 100 100 100 100

Big Lake Town Square Big Lake MN 67858 100 100 100 94 94

BJs Wholesale Club Gainesville VA 76267 100 N/A N/A N/A N/A

Bohl Farm Marketplace Crystal Lake IL 97287 99 99 89 53 65

Bradley Commons Bourbonnais IL 174348 97 93 N/A N/A N/A

Brunswick Market Center Brunswick OH 119540 96 97 100 99 98

Burnsville Crossing Bumsville MN 97210 93 93 95 61 85

CarmaxSchaumburgIL 93333 100 100 100 100 100

Carmax Tinley Park IL 94518 100 100 100 100 100

Chestnut Court Darien IL 172918 83 77 71 71 67
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Gross

Leasable 2012 2011 2010 2009 2008

Properties Area

ClitiLake Centre Eagan MN 74182 84 96 95 90 85

Crystal Point Crystal Lake IL 579l4 95 95 99 99 99

CubFoods Buffalo Grove IL 56 192 100 100 100 100 100

Cub Foods Hutchinson MN 60208

Deertrace Kohler Kohier WI 149924 98 98 96 96 96

Deertrace Kohler II Kohier WI 24292 100 100 100 100 100

Dicks Sporting Goods Cranbeny Township PA 81780 100 N/A N/A N/A N/A

Disney Celebration FL 166131 100 100 100 100 100

Dollar General Baldwm WI 026 100 N/A N/A N/A N/A

Dollar General Mercer WI 9026 100 N/A N/A N/A N/A

Dollar General Nekoosa WI 9026 100 N/A N/A N/A N/A

Dollar General Oxford WI 9026 100 N/A N/A N/A N/A

Dollar General Spooner WI 9026 100 N/A N/A N/A N/A

Dollar General Wittenberg WI 9100 100 N/A N/A N/A N/A

Dominicks Countryside IL 62344 100 100 100 100 100

Dominicks Schaumburg IL 71400 100 100 100 100 100

Downers GroveMarket Downers Grove IL 103419 96 99 97 96 97

Dunkirk Square Maple Grove MN 79130 97 97 97 97 97

Eastgate Center Lombard IL 129101 79 78 80 86 79

Edinburgh Festival Brooklyn Park MN 91536 89 94 85 80 93

Elxnhurst City Centre Elmhurst IL 39090 100 88 94 94 100

Family Dollar Cisco TX 8000 100 N/A N/A N/A N/A

Family Dollar Lorain OH 8400 100 N/A N/A N/A N/A

Food4Less Hammond IN 71313 100 100 100 100 100

Gateway Square Hinsdale IL 39710 90 80 83 81 89

Glendale Heights Retail Glendale Heights IL 68879

GolfRoadPlazaNilesIL 25992 100 100 100 61 86

Grand Hunt Center Outlot Gurnee IL 21194 100 100 100 100 100

Hammond Mills Hammond IN 7488 100 73 100 100

Hawthorn Village Commons Vernon Hills IL 98806 96 92 97 95 99

Hickory Creek Market Place Frankfort IL 55 231 68 78 82 81 97

Iroquois Center Naperville IL 140981 77 76 75 74 93

JolsetCommons Joliet IL 158853 100 100 87 87 100

Joliet Commons Phase II Joliet IL 40395 100 100 100 100 100

LakeParkMichiganCity IN 114867 87 86 82 86 91

Lansing Square Lansing IL 233508 17 39 87

Mankato Heights Plaza Mankato MN 155 173 89 96 100 99 99

Maple Park Place Bolingbrook IL 214455 87 88 74 74 99

Medina Marketplace Medina OH 92 446 100 100 100 100 95

Mosaic Crossing fYk/a Oliver Square West Chicago IL 77637 66 66 100

Mundelein Plaza Mundelein IL 16 803 90 100 90 90 90

Nantucket Square Schaumburg IL 56981 94 88 94 94 85

Naper West Naperville IL 214 109 98 96 75 91 94
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Gross

Leasable 2012 2011 2010 2009 2008

Properties Area

Oak Forest Commons Oak Forest IL 108330 82 82 82 94 95

Oak Forest Commons III Oak Forest IL 7424 40 40 24

Oak Lawn Town Center Oak Lawn IL 12506 100 85 50 90 100

Orchard Crossing Ft Wayne IN 130131 85 87 82 N/A N/A

Orland Greens Orland Park IL 45031 93 88 97 63 88

Orland Park Place Outlots Orland Park IL 11900 100 100 N/A N/A

Orland Park Place Outlots II Orland Park IL 22966 100 N/A N/A N/A N/A

Park Avenue Centre Highland Park IL 64943 100 100 50 50 100

Park Center Tinley Park IL 132940 89 83 69 76 90

ParkPlacePlazaSt.LouisParkMN 88999 100 100 100 100 100

Park Square Brooklyn Park MN 136664 99 100 100 90 87

Park St Claire Schaumburg IL 11859 100 100 100 100 35

PetSmart Gurnee IL 25692 100 100 100 100 100

PickNSaveWaupacaWI 63780 100 100 100 100 100

Pine Tree Plaza Janesville WI 187413 98 98 98 98 99

Plymouth Collection Plymouth MN 45915 100 100 95 100 100

QuarryOutlotHodgkinsIL 9650 100 100 100 100 100

Rite-Aid Chattanooga TN 10908 100 100 100 100 100

River Square Naperville IL 58260 92 86 86 84 86

Rivertree Court Vernon Hills IL 308610 98 99 98 93 97

Rochester Marketplace Rochester MN 70213 100 100 100 100 97

Rose Plaza Elmwood Park IL 24204 100 100 100 100 100

Roundys Menomonee Falls WI 103611 100 100 100 N/A N/A

Salem Square Countryside IL 116992 100 100 96 97 97

Schaumburg Plaza Schaumburg IL 63485 100 65 94 94 94

Schaumburg Promenade Schaumburg IL 91831 100 100 100 90 93

Shakopee Outlot Shakopee MN 12285 85 85 85 85 100

Shakopee Valley Marketplace Shakopee MN 146362 99 100 100 98 100

Shingle Creek Center Brooklyn Center MN 39146 87 91 89 89 89

Six Corners Plaza Chicago IL 80596 99 99 99 74 95

Skokie Fashion Square Skokie IL 84857 96 96 50 50 80

Skokie Fashion Square II Skokie IL 7151 100 100 100 100 100

St James Crossing Westmont IL 49994 90 58 79 85 100

Staples Freeport IL 24049 100 100 100 100 100

The Plaza Brookfield WI 107952 96 93 94 70 95

The Shoppes at Grayhawk Omaha NE 81000 87 90 86 79 91

The Shops at Coops Grove Country Club Hills IL 72518 16 96 100 20 20

The Shops at Orchard Place Skokie IL 159091 94 98 99 97 97

Townes Crossing Oswego IL 115989 90 90 90 91 97

Two Rivers Plaza Bolingbrook IL 57900 78 72 80 80 100

University Crossings Mishawaka IN II 1651 98 97 97 95 82

Valparaiso Walk Valparaiso IN 137500 100 N/A N/A N/A N/A

Verizon Joliet IL 4504 100 100 100 100 100
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Gross

Leasable 2012 2011 2010 2009 2008

Properties Area

Waigreens Benton Harbor MI 14820 100 N/A N/A N/A WA

Waigreens El Paso TX 15120 100 N/A N/A N/A N/A

Waigreens Milwaukee WI 13905 100 N/A N/A N/A N/A

Walgreens New Bedford MA 10350 100 N/A N/A N/A N/A

Waigreens Villa Park IL 12154 100 N/A N/A N/A N/A

Wauconda Crossings Wauconda IL 90167 17 17 15 15 17

Wauconda Shopping Center Wauconda IL 34137 84 100 100 93 84

Westriver Crossings Joliet IL 32452 81 72 77 59 75

Winnetka Commons New Hope MN 42415 87 80 85 77 89

Woodland Heights Streamwood IL 120436 97 93 88 95 88

Sub-total 9335076

The following table lists the gross leasable area and approximate physical occupancy levels for our investment properties in our

unconsolidated joint ventures as of December 31 2012 2011 2010 2009 and 2008 N/A indicates we did not own the

investment property at the end of the year

Gross

Leasahle 2012 2011 2010 2009 2008

Properties
Area

Brownstones Shopping Center Brookfield WI 137816 95 96 N/A N/A N/A

Byerlys Burnsville Burnsville MN 72339 98 98 98 98 100

Caton Crossings Plainfleld IL 83792 98 89 96 93 93

Champlin Marketplace Champlin MN 88577 91 91 N/A N/A N/A

Chatham Ridge Chicago IL 175991 86 100 100 99 63

Cobbler Crossing Elgin IL 102643 93 91 95 95 89

Cub Foods Arden Hills MN 68442 100 100 100 100 100

CVS Lees Summit MO 13016 100 N/A N/A N/A N/A

Diffley Marketplace Eagan MN 62656 98 98 94 N/A N/A

Elston Plaza Chicago IL 87946 90 90 N/A N/A N/A

Forest Lake Marketplace Forest Lake MN 9383 98 95 98 95 98

Four Flaggs Niles IL 326028 100 100 94 87 90

Greentree Centre Outlot Racine WI 169268 94 94 97 97 97

Joffco Square Chicago IL 95204 83 83 N/A N/A N/A

Mallard Crossing Shopping Center Elk Grove Village IL 82929 94 95 86 89 91

Maple View Grayslake IL 105642 92 89 91 100 96

Marketplace at Six Corners Chicago IL 116975 100 100 100 96 100

Mt Pleasant Shopping Center Mt Pleasant WI 83334 100 N/A N/A N/A N/A

Orland Park Place Orland Park IL 592495 100 99 95 91 98

Pick Save Sheboygan WI 62138 100 N/A N/A N/A N/A

Quarry Retail Minneapolis MN 281458 94 100 99 99 99

Randall Square Geneva IL 216485 95 91 94 89 99

RaviniaPlazaOrlandParkIL 101341 97 70 100 95 98

Red Top Plaza Libertyville IL 151840 91 87 N/A N/A N/A

Ragal Showplace Crystal Lake IL 96928 100 98 99 97 88

Riverdale Commons Coon Rapids MN 231753 99 100 100 98 99
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Gross

Leasable 2012 2011 2010 2009 2008
Properties Area

ShannaàSquaeSbcp8ArdeflffjllsM1Nb 29196 93 93 100 96 100

Silver Lake Village St Anthony MN 159303 93 N/A N/A N/A N/A

Stone CraCk Towne Ce Cizininnati OH 142X4 98 N/A WA N/A

Stuarts Crossing St Charles IL 85529 98 98 93 93 93

ThatcberWoodaCçRiveeOrove1t 188213 96 98 88 91 91

The Point at Clark Chicago IL 95455 95 95 95 N/A N/A

Thesh MMilIresPaioPat I02422 98 91 94 95 98

The Shops of Plymouth Town Center Plymouth MN 84003 100 100 100 97 100

Tzdway Coinznoa Florence ICY 105 471 94 95 N/A N/A N/A

Village Ten Shopping Center Coon Rapids MN 211472 97 97 98 98 97

WalgreensMcPhersozKS I3511 100 N/A N/A N/A N/A

Walgreens Nampa ID 14490 100 N/A N/A N/A N/A

WalVeens St George UT 14382 100 N/A N/A N/A N/A

Westgate Fairview Park OH 241838 85 N/A N/A N/A N/A

WooyCtnWdbory.W l16196 100 WA N/A N/A N/A

Woodfield Commons E/W Schaumburg IL 207452 86 95 98 98 71

WoodfieldPIazaSub.1L 95 98 98 18

Woodland Commons Buffalo Grove IL 170122 98 97 94 91 95

Sub-total 5$59994

Grand Total 15195070

Tenant has vacated their space but is still contractually obligated under their lease to pay rent

Occupancy for properties contributed to our joint venture with PGGM includes information related to the period prior to the contribution

33



Item Legal Proceedings

As we have disclosed in previous filings our wholly-owned subsidiaty IN Retail Fund Algonquin Commons L.L.C which

owns the property commonly known as Algonquin Commons ceased paying the monthly debt service on the mortgage loans

secured by the property in June 2012 We hoped to reach an agreement with the special servicer that would have revised the

loan structure to make continued ownership of the property economically feasible The property has not been generating

sufficient cash flow to pay both principal and interest on the outstanding mortgage indebtedness due to vacancies and certain

co-tenancy lease provisions that allowed some tenants to reduce their monthly rent obligations The special servicer attempted

to sell the loans in an auction but refused to accept our bid which we believe was the highest bid received by the special

servicer and declined to sell the loans to any other bidder

Algonquin Commons is encumbered by mortgage indebtedness in the aggregate principal amount of approximately $90000

As of the date of this report the amount in arrears equal to unpaid principal and interest is approximately $4900 In

connection with our acquisition of the property we assumed the guarantee equal to approximately $18600 at December 31

2012 of the total mortgage indebtedness the Payment Guaranty We believe the Payment Guaranty has however ceased

and is of no further force and effect as result of the property having met the performance metrics set forth in the Payment

Guaranty We believe that the total indebtedness is otherwise non-recourse subject to certain non-recourse carve-out

guarantees

On January 11 2013 the Company received notice that complaint had been filed in the Circuit Court of the Sixteenth Judicial

District Kane County Illinois Case 13CH12 by U.S Bank National Association as successor trustee for the registered

holders of TIAA Seasoned Commercial Mortgage Trust 2007-C4 Commercial Mortgage Pass-Through Certificates Series

2007-C4 regarding Algonquin Commons alleging events of default under the loan documents and seeking to foreclose on the

property The complaint also seeks to enforce two non-recourse carve-out guarantees the Payment Guaranty and an

unspecified amount to be determined by the court with respect to the non-recourse carve-out guarantees

We cannot currently estimate the impact this dispute will have on our consolidated financial statements and may not be able to

do so until final outcome has been reached As we had disclosed in previous filing if we are required to pay the full amount

outstanding under the Payment Guaranty then making that payment could have material adverse effect on our consolidated

statements of cash flows for the period and the year in which it would be made We believe that this payment would not have

material effect on our consolidated balance sheets or consolidated statements of operations and comprehensive income If the

lender obtains ownership of Algonquin Commons through he foreclosure process or otherwise there would be corresponding

reduction in both the assets and liabilities on our consolidated balance sheets and it could have material adverse effect on our

consolidated statements of operations and comprehensive income for the period and the year in which the Company culminates

disposal of the property
and related debt Conservatively if we have to make payment under the Payment Guaranty we believe

that the effect of foreclosure and release on our consolidated balance sheets will result in an improvement in certain financial

ratios and the collective effect of the payment foreclosure and release will be neutral to Funds From Operations FF0

Item Mine Safety Disclosures

Not applicable
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PART II

In this Part II disclosure all amounts are presented in thousands except per share data and square footage amounts

Item Market for Registrants Common Equity Related Stockholder Matters and Issuer Purchases of Equity

Securities

Market Information

As of February 28 2013 there were 4156 stockholders of record of our common stock Our shares have been listed on the

New York Stock Exchange since June 2004 under the symbol IRC During the years
ended December 31 2012 and 2011

we paid distributions at rate equal to $0.57 per annum per common share The distribution was paid on monthly basis

equal to the pro rata share of the per annum distribution The following table sets forth for the periods indicated the high and

low sales prices for our shares on the New York Stock Exchange

For the Quarter Ended
High Low

December31 2012
8.61 .8 6.05

September 30 2012
8.93 7.76

June30 2012
905 764

March 31 2012
9.65 7.48

December3l20l1
7.92 6.57

September 30 2011
9.38 6.80

June 30 2011
999 8.41

March3l2011
9.55 8.78

Securities Authorized for Issuance Under Equity Compensation Plans

The following table presents certain information as of December 31 2012 with respect to compensation plans including

individual compensation arrangements under which equity securities are authorized for issuance

Number of securities

remaining available for

Number of securities to Weighted average future issuance under

be issued upon exercise exercise price of equity compensation plans

of outstanding options outstanding options excluding securities

Plan Category
warrants and rights warrants and rights reflected in column

Equity compensation plans approved by stockholders

2005 Equity Award Plan
299 9.13 2076

Equity compensation plans not approved by

stockholders

Independent Director Stock Option Plan
15 13.45

Total 314 9.34 2076

We adopted the Independent Director Stock Option Plan concurrently with the commencement of our first offering in 1994 total of 50 shares were

authorized and reserved for issuance under this plan Only non-employee directors were eligible to participate
in this plan As of December 31 2012

options to purchase all 50 authorized shares were issued of which 29 were exercised and were retired

Reference is made to Notes and 15 to the financial statements in Item of the Annual Report for discussion of our

compensation plans
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Performance Graph

The graph below compares the cumulative total return on our common stock for the last five fiscal years with the cumulative
total return on the Standard Poors 500 Stock Index SP 500 and with the FTSE NAREIT Equity REIT Index over the
same period assuming the investment of $100 in our common stock the SP 500 Index and the FTSE NAREIT Equity REIT
Index on December 31 2007 and the reinvestment of all distributions

2007 2008 2009 2010 2011 2012
Inland Real Estate Corporation

100.00 98.53 67.95 78.48 72.70 85.69

SP 500

FTSE NAREIT Equity
100.00

Distributions

For federal income tax purposes distributions may consist of ordinary dividend income non-taxable return of capital capital

gains or combination thereof Distributions to the extent of our current and accumulated earnings and profits for federal
income tax purposes are taxable to the recipient as either ordinary dividend income or capital gain distributions Distributions
in excess of these

earnings and profits calculated for income tax purposes will constitute non-taxable return of capital rather
than ordinary dividend income or capital gain distribution and will reduce the recipients basis in the shares to the extent
thereof and thereafter will constitute taxable gain Distributions in excess of earnings and profits that reduce recipients basis
in the shares have the effect of deferring taxation of the amount of the distribution until the sale of the stockholders shares

In order to maintain our status as REIT we must distribute at least 90% of our taxable income subject to certain adjustments
to our stockholders For the years ended December 31 2012 and 2011 our taxable income was $61378 and $29570
respectively Holders of our Series Preferred Stock are entitled to receive when and as authorized by the Board of Directors
cumulative preferential cash distributions based on the stated rate and liquidation preference per annum We declared monthly
distributions on our Preferred Stock

totaling $7910 or $2.03 on an annual basis per share for the year ended December 31

160.00

140.00

120.00

100.00

80.00

60.00-

40.00-

Inland Real Estate Corporation P500 --.--- FTSE NAREIT Equity

2007 2008 2009 2010 2011 2012

100.00 63.00

62.27

79.68 91.68

79.70 101.98

93.61

110.42

108.59

132.18
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2012 We declared monthly distributions on our Preferred Stock totaling $948 or $0.38 on an annual basis per share for the

year
ended December 31 2011 The following table sets forth the taxability of distributions on preferred shares on per share

basis paid in 2012 and 2011

2012 2011

Ordinary income 2.03 0.389

Qualified dividends
0.329 0.0 19

The January distribution declared on December 142012 with record date of Januaiy 22013 and payment date of January 15 2013 is

reportable for tax purposes in 2013 and is not reflected in the 2012 allocation

The January distribution declared on December 15 2011 with record date of January 2012 and payment date of January 17 2012 is

reportable for tax purposes in 2012 and is not reflected in the 2011 allocation

Represents additional characterization of amounts included in Ordinary income

We declared monthly distributions to our common stockholders totaling $50833 and $50589 or at rate equal to $0.57 per

annum per common share for the years ended December 31 2012 and 2011 respectively Future distributions are determined

by our board of directors We expect to continue paying distributions to maintain our status as REIT We annually notify our

stockholders of the taxability of distributions paid during the preceding year The following table sets forth the taxability of

distributions on common shares on per share basis paid in 2012 and 2011

2012 2011

Ordinary income
0.602 0.332

Non-taxable return of capital 0.238

Qualified dividends
0.098 0.0 16

The January distribution declared on December 17 2012 with record date of December31 2012 and payment date of January 17 2013 will be

split-year
distribution with $0.032034 allocable to 2012 for federal income tax purposes and $0.015466 allocable to 2013 for federal income tax

purposes

The January distribution declared on December 19 2011 with record date of January 2012 and payment date of January 17 2012 is

reportable for tax purposes in 2012 and is not reflected in the 2011 allocation

Represents additional characterization of arnounts included in Ordinary income

Under the terms of our Unsecured Loan Agreement dated as of November 15 2011 our Second Amended and Restated Credit

Agreement dated as of August 21 2012 and our Second Amended and Restated Term Loan Agreement dated August 21 2012

we may not declare or pay dividends or make distributions including dividends paid and distributions actually made with

respect to gains on property sales and any preferred dividends or distributions if such dividends and distributions paid on

account of the then-current fiscal quarter and the three immediately preceding fiscal quarters in the aggregate for such period

would exceed 95% of FF0 as adjusted to exclude deductions or increases due to one-time items including non-cash

charges and impairments for such period plus without duplication all gains on property sales for such period to the extent

distributions were actually made with respect thereto Notwithstanding the foregoing we are permitted at all times to distribute

whatever amount of dividends is necessary to maintain our tax status as real estate investment trust In addition to the

limitations on distributions under our indebtedness distributions cannot be paid on our common stock unless we have paid full

cumulative distributions through the current period on our Series Preferred Stock

Issuer Purchases of Equity Securities

We did not repurchase any of our outstanding common stock during the year ended December 31 2012
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Item Selected Financial Data

INLAND REAL ESTATE CORPORATION

For the years ended December 31 2012 2011 2010 2009 and 2008

In thousands except per share data

The following table sets forth Selected Consolidated Financial Data on historical basis for the five years ended December 31

2012 This information should be read in conjunction with the consolidated financial statements including notes thereto and

Managements Discussion and Analysis of Financial Condition and Results of Operations each included elsewhere in this

Form 10-K This historical Selected Consolidated Financial Data has been derived from the audited consolidated financial

statements

2012__ 2011 2010 2009 2008

Total assets 1243405 1159906 1254841 1165.428 1236831

Mortgagespayable 412361 391.202 483186 384468 479.935

Unsecured credit facilities 305000 280000 195000 185000 192000

Convertiblenotes 28327 27.863 107360 122266 159.135

Total revenues 159844 163841 162.055 166114 185885

Income loss from continuing operations 14.394 7490 1231 6453 29.03

Net income loss attributable to common stockholders 9849 8132 1218 9209 30425

Net income loss attributable to common stockholders per

weighted average common share basic and diluted 0.11 0.09 0.01 0.12 0.46

Total distributions declared preferred 7910 948

Total distributions declared common 50833 50.5 89 49.008 53875 64782

Distributions per common share C.57 0.57 0.57 0.69 0.98

Cash flows provided by operating activities 68955 63274 59.523 71.051 66668

Cash flows provided by used in investing activities 182635 101851 28735 6092 110.630

Cash flows provided by used in financing activities 124434 32762 23.941 75.604 30764

Average annualized base rent per leased square foot 13.21 12.85 13.07 12.21 12.68

Weighted average common shares outstanding basic 89106 88530 85.951 78.441 66043

Weighted average common shares outstanding diluted 89161 88530 85951 78504 66102

The above financial data should be read in conjunction with the consolidated financial statements and related notes appearing

elsewhere in this Annual Report
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Item Managements Discussion and Analysis of Financial Condition and Results of Operations

Certain statements in this Managements Discussion and Analysis of Financial Condition and Results of Operations and

elsewhere in this Annual Report on Form 10-K including documents incorporated herein by reference constitute forward-

looking statements within the meaning of Section 27A of the Securities Act of 1933 as amended Section 21E of the Securities

Exchange Act of 1934 as amended and the Federal Private Securities Litigation Reform Act of 1995 Forward-looking

statements are statements that do not reflect historical facts and instead reflect our managements intentions beliefs

expectations plans or predictions ofthefuture Forward-looking statements can often be identified by words such as

believe expect anticipate intend estimate may will should and could Examples offorward-looking

statements include but are not limited to statements that describe or contain information related to matters such as

managements intent belief or expectation with respect to our financial performance investment strategy or our portfolio our

ability to address debt maturities our cash flows our growth prospects the value of our assets our joint venture commitments

and the amount and timing of anticipatedfuture cash distributions Forward-looking statements reflect the intent belief or

expectations of our management based on their knowledge and understanding of the business and industry and their

assumptions beliefs and expectations with respect to the marketfor commercial real estate the U.S economy and other future

conditions These statements are not guarantees offuture performance and investors should not place undue reliance on

forward-looking statements Actual results may dffer materially from those expressed or forecasted in forward-looking

statements due to variety of risks uncertainties and other factors including but not limited to thefactors listed and described

under Item JA Risk Factors in this Annual Report on Form 0-Kfor the year ended December 31 2012 as filed with the

Securities and Exchange Commission the SEC on February 28 2013 as they may be revised or supplemented by us in

subsequent Reports on Form I0-Q and other filings with the SEC Among such risks uncertainties and other factors are

market and economic challenges experienced by the U.S economy or real estate industry as whole including dislocations

and liquidity disruptions in the credit markets the inability of tenants to continue paying their rent obligations due to

bankruptcy insolvency or general downturn in their business competition for real estate assets and tenants impairment

charges the availability ofcashflowfrom operating activities for distributions and capital expenditures our ability to

refinance maturing debt or to obtain new financing on attractive terms future increases in interest rates actions or failures by

our joint venture partners including development partners and factors that could affect our ability to qualify as real estate

investment trust We undertake no obligation to update or revise forward-looking statements to reflect changed assumptions

the occurrence of unanticipated events or changes to future operating results

Executive Summary

2012 Highlights

Funds From Operations FF0 per share adjusted increased 7.3% over year-end 2011

Same store net operating income NOl increased 1.7% over year-end 2011

Consolidated portfolio financial occupancy increased 60 basis points over year-end 2011 and consolidated portfolio

leased occupancy increased 10 basis points over the same period

Average base rents on new leases signed for our consolidated portfolio increased 19.7% over expiring rates during the

year ended December 31 2012 and increased 8.6% on renewal leases

Enhanced our liquidity by issuing preferred stock and increasing the size of our unsecured line of credit facility

Improved our EBITDA adjusted interest expense coverage ratio from 2.5 times to 2.8 times

2013 Goals and Objectives

Continue to enhance the value of our portfolio through additional repositioning and redevelopment initiatives

Redeploy capital from dispositions of non-core limited growth assets into acquisitions of high quality retail assets at

better than market rates

Continue to reduce the cost and extend the term of our debt and reduce our overall leverage over time which will

improve our financial flexibility and liquidity by maintaining access to multiple sources of capital
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As part of our growth strategy management implemented external growth initiatives consisting of unconsolidated joint venture

activities As result of these activities being unconsolidated we are not able to present complete picture of the impact these

ventures have on our consolidated financial statements We have included pro rata consolidated financial statements in the

Non-GAAP Financial Measures section of this Annual Report on Form 10-K to present our consolidated financial statements

including our share of the joint venture balance sheets and statements of operations

Including the accounts of our unconsolidated joint ventures at 100 percent we managed approximately $2599266 in total

assets as of December 31 2012 and earned $302665 in total revenues We believe providing this information allows investors

to better compare our overall performance and operating metrics to those of other REITs in our peer group

Ongoing Strategies and Objectives

Current Strategies

Our primary business objective is to enhance the performance and value of our investment properties through management

strategies that address the needs of an evolving retail marketplace Our success in operating our centers efficiently and

effectively is we believe direct result of our expertise in the acquisition management leasing and developmentlre

development either directly or through joint venture of our properties

Acquisition Strategies

We seek to selectively acquire well-located open-air retail centers that meet our investment criteria We will from time to time

acquire properties either without financing contingencies or by assuming existing debt to provide us with competitive

advantage over other potential purchasers requiring financing or financing contingencies Additionally we concentrate our

property acquisitions in areas where we have large market concentration In doing this we believe we are able to attract new

retailers to the area and possibly lease several locations to them

Joint Ventures

We have formed joint ventures to acquire stabilized retail properties as well as properties to be redeveloped and vacant land to

be developed We structure these ventures to earn fees from the joint ventures for providing property management asset

management acquisition and leasing services We will continue to receive management and leasing fees for those investment

properties under management however acquisition fees may decrease as we acquire fewer investment properties through these

ventures

Additionally we have formed joint venture to acquire properties that are ultimately sold to investors through private

offering of tenant-in-common TIC interests or interests in Delaware Statutory Trusts DST We earn fees from the joint

venture for providing property management acquisition and leasing services We will continue to receive management and

leasing fees for those properties under management even after all of the TIC or DST interests have been sold

We believe that joint ventures support our strategic goals of expanding our footprint to improve diversification utilizing

attractively priced capital and preserving our balance sheet Additionally the joint ventures provide us with ongoing fee

income which enhances our results of operations from our core portfolio

Operations

We actively manage costs to minimize operating expenses by centralizing all management leasing marketing financing

accounting and data processing activities to provide operating efficiencies We seek to improve rental income and cash flow by

aggressively marketing rentable space We emphasize regular maintenance and periodic renovation to meet the needs of

tenants and to maximize long-term returns We maintain diversified tenant base consisting primarily of retail tenants

providing consumer goods and services We proactively review our existing portfolio for potential re-development

opportunities

Liquidity and Capital Resources

Our most liquid asset is cash and cash equivalents which includes cash and short-term investments Cash and cash equivalents

at December 31 2012 and 2011 were $18505 and $7751 respectively The higher cash balance at December 31 2012

reflects sales activity in our joint venture with IPCC at year-end the proceeds of which were subsequently used to pay down

the balance on our unsecured line of credit facility higher prepaid rents and cash received from the sale of certain investment

40



securities which was not reinvested See our discussion of the statements of cash flows for description of our cash activity

during the years ended December 31 2012 2011 and 2010

We consider all demand deposits money market accounts and investments in certificates of deposit and repurchase agreements

purchased with maturity of three months or less at the date of purchase to be cash equivalents We maintain our cash and

cash equivalents at financial institutions The combined account balances at one or more institutions could periodically exceed

the Federal Depository Insurance Corporation FDIC insurance coverage and as result there is concentration of credit

risk related to amounts on deposits in excess of FDIC insurance coverage However we do not believe the risk is significant

based on our review of the rating of the institutions where our cash is deposited FDIC insurance currently covers up to

$250000 per depositor at each insured bank

Sources of cash

Income generated from our investment properties is the primary source from which we generate cash Other sources of cash

include amounts raised from the sale of securities including shares of our common stock sold under our DRP and ongoing

ATM issuance program draws on our unsecured line of credit facility which may be limited due to covenant compliance

requirements proceeds from financings secured by our investment properties cash flows we retain that are not distributed to

our stockholders and fee income received from our unconsolidated joint venture properties As of December 31 2012 we were

in compliance with all financial covenants applicable to us We had up to $95000 available under our $175000 line of credit

facility and an additional $100000 available under an accordion feature The access to the accordion feature requires approval

of the lending group If approved the terms for the funds borrowed under the accordion feature would be current market terms

and not the terms of the other borrowings under the line of credit facility The lending group is not obligated to approve access

to funds under the accordion feature We use our cash primarily to pay distributions to our stockholders for operating expenses

at our investment properties for interest
expense on our debt obligations for purchasing additional investment properties and

capital commitments at existing investment properties to meet joint venture commitments to repay draws on the line of credit

facility and for retiring mortgages payable

In the aggregate our investment properties are currently generating sufficient cash flow to pay our operating expenses monthly

debt service requirements certain capital expenditures and current distributions Monthly debt service requirements consist

primarily of interest payments on our debt obligations although certain of our secured mortgages require monthly principal

amortization

We also own marketable securities of other entities including REITs These investments are generally liquid and could be sold

to generate liquidity These investments in available-for-sale securities totaled $7711 at December 31 2012 consisting of

preferred and common stock investments At December 31 2012 we had recorded an accumulated net unrealized gain of $762

on these investment securities Realized gains and losses from the sale of available-for-sale securities are specifically identified

and determined During the years ended December 31 2012 2011 and 2010 we realized gains on sale of $1401 $1264 and

$2352 respectively

We also fund certain of our liquidity needs through the sale of our common stock in at the market or ATM issuances We

may issue up to $150000 of our shares of common stock through the ATM issuances BMO Capital Markets Corp Jefferies

Company Inc and KeyBanc Capital Markets Inc together the Agents act as our sales agents for these issuances which

may be made in privately negotiated transactions if we and the Agents have so agreed in writing or by any other method

deemed to be an at the market offering as defined in Rule 415 under the Securities Act including sales made directly on the

New York Stock Exchange or to or through market maker We refer to the arrangement with the Agents in this report on

Form 10-K as our ATM issuance program As of December 31 2012 we had issued an aggregate of approximately 3816
shares of our common stock through the ATM issuance program generating net proceeds of approximately $31691 comprised

of approximately $32504 in
gross proceeds offset by approximately $813 in commissions and fees We used the proceeds

from shares issued through the program for general corporate purposes which included repayment of mortgage indebtedness

secured by our properties acquiring real property through wholly-owned subsidiaries or through our investment in one or more

joint venture entities and repaying amounts outstanding on our unsecured line of credit facility among other things

Subsequent to December 31 2012 we issued approximately 548 shares of our common stock through the ATM issuance

program generating net proceeds of approximately $4960 comprised of approximately $5035 in
gross proceeds offset by

approximately $76 in commissions and fees

In October 2011 we issued 2000 shares of 8.125% Series Cumulative Redeemable Preferred Stock Series Preferred

Stock at public offering price of $25.00 per share for net proceeds of approximately $48.4 million after deducting the

underwriting discount but before expenses The proceeds were initially used to pay down debt to capture interest expense

savings until the funds were drawn from our unsecured line of credit facility and used to acquire investment properties
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In February 2012 we issued 2400 shares of Series Preferred Stock at public offering price of $25 .3 906 per share for net

proceeds of approximately $59000 after deducting the underwriting discount but before expenses We used the net proceeds

of the offering to purchase additional investment properties As of December 31 2012 we had no cumulative preferred stock

dividends in arrears

Uses of cash

Our largest expenses relate to the operation of our properties as well as the interest expense on our mortgages payable and other

debt obligations Our property operating expenses include but are not limited to real estate taxes regular maintenance

landscaping snow removal and periodic renovations to meet tenant needs Pursuant to lease arrangements most tenants are

required to reimburse us for some or all of their pro rata share of the real estate taxes and operating expenses of the property

Since the most recent economic downturn we have been successful in restoring stability to our portfolio The stability of our

portfolio the lack of new supply of retail space and the continued demand from growing retailers has put us in excellent

position to be proactive in upgrading the quality of our tenancy and increasing rents We continue to focus on leasing vacant

spaces but we are also focusing on right-sizing certain retailers and repositioning other centers to manage tenant exposures and

open up space to accommodate larger tenants These activities may require us to take tenants off-line during construction

which may have temporary adverse effect on our results of operations during the period the tenant is not paying rent We are

proactive
in moving forward with these activities as we believe the long term benefits outweigh the temporary decline in cash

flows and net operating income

In 2013 we intend to expand our program to re-position select centers in our portfolio to accommodate in-demand retail

concepts and increase asset value We currently have several projects underway and others under consideration We expect to

take approximately 350000 square feet out of service in conjunction with planned repositioning projects which we expect to

come back on line in 2014 The loss in revenue from taking this space off-line will be partially offset by revenue coming on

line for leases signed during 2012 During 2012 we invested approximately $25000 in capital for tenant improvements and

leasing commission on new leases and building improvements related to some of these repositioning efforts We funded these

improvements using cash from operations and draws on our unsecured line of credit facility We expect to invest

approximately the same amount in 2013 using the same sources of cash

Reference is made to the Total Debt Maturity Schedule in Note 13 Secured and Unsecured Debt to the accompanying

consolidated financial statements for discussion of our total debt outstanding as of December 31 2012 which is incorporated

into this Item Managements Discussion and Analysis of Financial Condition and Results of Operations

Approximately $106658 of consolidated debt including required monthly principal amortization matures prior to the end of

2013 Included in this debt maturing in 2013 is approximately $90247 related to our Algonquin Commons property Although

these loans do not mature until November 2014 we have included them in 2013 because the lender has accelerated the due date

of the loans in connection with their decision to initiate foreclosure proceedings We intend to repay the remaining maturing

debt upon maturity using available cash andlor borrowings under our unsecured line of credit facility

In June 2012 we ceased paying the monthly debt service on the mortgage loans encumbering Algonquin Commons We had

hoped to reach an agreement with the special servicer that would have revised the loan structure to make continued ownership

of the property economically feasible In January 2013 we received notice that complaint had been filed by the successors to

the lender alleging events of default under the loan documents and among other things seeking to foreclose on the property

We cannot currently estimate the impact the dispute will have on our consolidated financial statements and may not be able to

do so until final outcome has been reached We believe the Payment Guaranty has however ceased and is of no further force

and effect as result of the property having met the performance metrics set forth in the Payment Guaranty As we have

previously disclosed if we are required to pay the full $18600 outstanding under the guarantee then making that payment

could have material adverse effect on our consolidated statements of cash flows for the period and the year
in which itwould

be made and it could have material adverse effect on our consolidated statements of operations and comprehensive income

for the period and the year in which the Company culminates the disposal of the property
and related debt We believe that this

payment would not have material effect on our consolidated balance sheets If we are required to pay under the payment

guarantee we expect to be able to fund this payment using available cash and/or draw on our unsecured line of credit facility

In October 2012 we entered into First Amendment the Amendment to the Limited Partnership Agreement of our joint

venture with PGGM Subject to the terms and conditions of the Amendment the partners increased the potential maximum

equity contributions to allow for the acquisition of up to an additional $400000 of grocery-anchored and community retail

centers located in Midwestern U.S markets using partner equity and secured debt The Amendment increases our potential

maximum equity commitment from approximately $160000 to $280000 PGGMs potential maximum equity commitment
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has been increased from approximately $130000 to $230000 The Amendment allows for two-year investment period and

no contributions are required unless and until both partners approve an additional acquisition We will fund our equity

commitment with draws on our line of credit facility proceeds from sales of investment properties proceeds from financing

unencumbered properties or the sale of preferred and/or conunon stock

Acquisitions and Dispositions

The table below presents investment property acquisitions during the
years

ended December 31 2012 2011 and 2010

Date

Financial

Occupancy
GLA Purchase Cap Rate at time of

Property City State Sq.Ft Price Acquisition

1212112012 Valparaiso Walk Valparaiso IN 137 500 21 900 00% 100%

Cranbeny
12/21/2012 Dicks Sporting Goods Township PA 81780 19100 7.71% 100%

12/20/2012 Walgreens El Paso TX 15120 4200 7.11% 100%

12/20/2012 Walgreens Benton Harbor MI 14820 4920 6.72% 100%

12/19/2012 Dollar General Portfolio 54230 6337 lOO%

11/16/2012 BJs Wholesale Club Gainesville VA 76267 16000 6.48% 100%

10/30/2012 Family Dollarb Lorain OH 8400 1246 25% 100%

10/30/2012 Family Dollarb Cisco TX 8000 939 8.50% 100%

9/26/2012 Walgreens New Bedford MA 10 350 650 14% 100%

8/15/2012 Walgreensb VillaPark IL 12154 4863 7.51% 100%

6/13/2012 Walgreens Milwaukee WI 13905 3025 7.65% 100%

4/18/20 12 Orland Park Place Outlots II Orland Park IL 22966 8750 7.40% 100%

3/27/2012 CVS/WalgreensPortfoliobd 55465 23711 6.50% 100%

3/19/2012 CVS/Walgreens Portfolio 40113 17059 6.50% 100%

3/I6/202 Pick Save Sheboygan WI 62138 11700 7.44% 100%

3/13/2012 Mt Pleasant Shopping Center Mt Pleasant WI 83334 21320 7.20% 98%

3/6/20 12 Westgate Shopping Center Fairview Park OH 241838 73405 7.60% 86%

2/29/20 12 Stone Creek Towne Center Cincinnati OH 142824 36000 8.00% 97%

2/24/2012 Woodbury Commons Woodbury MN 116196 10300 6.50% 66%

2/24/20 12 Silver Lake Village St Anthony MN 159303 36300 6.90% 87%

12/15/2011 TurfwayCommonsi Florence KY 105471 12980 8.37% 95%

12/7/2011 Elston Plaza Chicago IL 87946 18900 6.75% 90%

11/29/2011 Brownstones Shopping Center Brookfield WI 137816 24100 7.00% 96%

11/1/2011 BradleyCommons Bradley IL 174348 25820 7.45% 93%

9/21/2011 Champlin Marketplace Champlin MN 88577 13200 6.40% 89%

6/14/2011 Walgreens Portfolio 85920 32027 100%

6/2/2011 RedTopPlazai Libertyville IL 151840 19762 7.39% 81%

4/13/2011 Triple Net Leased Portfolio 107962 46931 100%

3/24/2011 Marianos Fresh Market Arlington Heights IL 66393 20800 7.4 1% 100%

1/11/2011 JofIcoSquarei Chicago IL 95204 23800 7.15% 83%

11/22/2010 Roundys Menomonee Falls WI 103611 20722 7.68% 100%

11/15/2010 CVS Elk Grove CA 12900 7689 7.60% 100%

10/25/20 10 Diffley Marketplace Eagan MN 62656 11861 6.54% 94%

10/7/2010 Walgreensb IslandLake IL 14820 4493 7.50% 100%

9/24/20 10 University of Phoenix Meridian ID 36773 8825 8.25% 100%

9/7/20 10 Harbor Square Plaza Port Charlotte FL 20087 11250 8.10% 100%

8/26/2010 Coppsb Sun Prairie WI 61048 11700 8.35% 100%

7/8/2010 FamamTechCenterb Omaha NE 118239 18000 7.22% 100%

6/23/2010 The Point at Clark Chicago IL 95455 28816 7.74% 100%

2983769 685401
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The Cap Rate disclosed is as of the time of acquisition and is calculated by dividing the forecasted net operating income NOL by the purchase

price Forecasted NOl is defined as forecasted net income for the twelve months following the acquisition of the property calculated in accordance

with U.S GAAP excluding straight-line rental income amortization of lease intangibles interest depreciation amortization and bad debt expense

less vacancy factor to allow for potential tenant move-outs or defaults

These properties were acquired through our joint venture with IPCC

This portfolio includes six Dollar General stores located in Baldwin Wisconsin Mercer Wisconsin Nekoosa Wisconsin Oxford Wisconsin

Spooner Wisconsin and Wittenberg Wisconsin The cap rates for the various properties ranged from 7.60% to 7.75%

This
portfolio

includes one CVS store and three Walgreens stores located in Nampa Idaho St George Utah Lees Summit Missouri and

McPherson Kansas

This portfolio
includes two CVS stores and one Walgreens store located in Newport News Virginia McAllen Texas and Dunkirk New York

The purchase price of this property includes approximately 6700 square feet subject to ground lease Ground lease square footage is not included

in our GLA
This property was sold to our joint venture with PGGM on December 11 2012

The purchase price of this property includes approximately 229000 square feet subject to ground leases Ground lease square footage is not

included in our GLA
These properties were acquired through our joint

venture with P0GM

The purchase price of this property includes approximately 6600 square feet subject to ground lease Ground lease square footage is not included

in our GLA
This property was sold to our joint venture with PGGM on April 13 2012

The purchase price of this property includes approximately 6200 square feet subject to ground lease Ground lease square footage is not included

in our GLA
The purchase price of this property includes approximately 154000 square feet subject to ground leases Ground lease square footage is not

included in our GLA
This portfolio includes six Walgreens stores located in Normal Illinois Spokane Washington Villa Rica Georgia Waynesburg Pennsylvania

Somerset Massachusetts and Gallup New Mexico The cap rates for the various properties ranged from 7.10% to 7.22%

This portfolio
includes 16 properties triple

net leased to various tenants These properties are located in Portland Oregon Apopka Florida

Crestview Florida San Antonio Texas Lawrenceville Georgia Brandon Florida Columbia South Carolina Lewisville Texas Houston Texas

St Louis Missouri Monroe North Carolina Milwaukee Wisconsin Fort Worth Texas Eagan Minnesota Port St Lucie Florida and San

Antonio Texas The purchase price includes 4700 square foot ground lease with Bank of America and 5300 square foot ground lease with

Capital One Ground lease square footage is not included in ow GLA The cap rates for the various properties ranged from 6.00% to 7.95%

The purchase price of this property includes 96253 square foot ground lease with Kohls Ground lease square footage is not included in our

GLA

uJ This property was sold to our joint venture with PGGM on August 31 2010

During the year ended December 31 2010 we were granted possession of vacant building at our Orland Park Place Outlots

investment property Previously we had ground lease with restaurant operator Upon default by the tenant we added this

building to our portfolio pursuant to the lease terms which resulted in income of $890

The table below presents investment property dispositions including properties disposed of by our unconsolidated joint

ventures during the years
ended December 31 2012 2011 and 2010
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Provision

GLA Sq Gain Loss for Asset

Date Property City State Ft Sale Price on Sale Impairment

12/28/2012 CVS/WalgreensPortfolioab 40113 19361

12/6/2012 10th Street Center Indianapolis IN 67541 1800 2139

12/6/2012 Butera Market Naperville IL 67632 5700 1749

10/11/2012 Hartford Plaza Naperville IL 43762 4520 1281

8/1/2012 Walgreens Jennings MO 15120 2250 349

6/15/2012 Riverplace Center Noblesville IN 74414 4450 356

6/7/2012 Grand Traverse Crossings Traverse City MI 21337 1150 1068

2/29/2012 Walgreens Portfolio 85920 36272

11/30/2011 Triple Net Leased Portfolio
107962 53718

10/28/2011 iandParkRetail OrlandPark IL 8500 975 59

10/7/2011 Rose Plaza East and West Naperville IL 25993 5050 895

8/18/2011 Park Center Plaza partial Tinley Park IL 61000 3000 358

7/21/2011 M.rianoaFreshMarketa Arlington IL 66393 23430

7/21/2011 National Retail Portfolio at 108855 40313

5/25/2011 University of Phoenix Meridian II 36773 10698

2/14/2011 SchaumburgGolfRoadRetail Schaumburg IL 9988 2150 197

12/30/2010 Bank of America Moosic PA 300000 77810

12/30/2010 Bank of America Las Vegas NV 85708

12/1612010 rnamTechCentera Omaha NB 118237 21390

12/8/2010 Bank ofAmerica Hunt Valley MD 377332 97420

12/812010 BazilcofMnericaah RioRancbo NM 76768

11/29/2010 Homewood Plaza Homewood IL 19000 2500 1108

9/112010 Nortbgate Center Sheboygan WI 73647 8025

8/5/2010 Springboro Plaza Springboro OH 154034 7125 230

4/30/2010 Past Center Plaza partial Tinley Past IL 5089 845 521

2051118 429952 6738 3563

This property is included as disposition because all of the TIC or DST interests have been sold through our joint venture with IPCC No gain or

loss is reflected in this table because the disposition of these properties is not considered property sate but rather sale of ownership interest in

the properties The gains from these properties are included in gain from sale of joint venture interests on the accompanying consolidated

statements of operations and comprehensive income

This portfolio includes two CVS stores and one Walgreens store located in Newport News Virginia McAllen Texas and Dunkirk New York

The properties sold during the year ended December 312012 were sold at prices below their carrying value During the year ended December31

2011 we estimated the loss in value as contracts for the sales of these properties had been entered into Upon sate we were required to record an

additional impairment to adjust our estimate As result we recorded provision for asset impairment totaling $722 and $2841 during the years

ended December 31 2012 and 2011 respectively These impairment losses are included in discontinued operations on the consolidated statements

of operations and comprehensive income

This portfolio includes six Walgreens stores located in Normal Illinois Spokane Washington Villa Rica Georgia Waynesburg Pennsylvania

Somerset Massachusetts and Gallup New Mexico

This
portfolio

includes 16 properties triple net leased to various tenants These properties are located in Portland Oregon Apopka Florida

Crestview Florida San Antonio Texas Lawrenceville Georgia Brandon Florida Columbia South Carolina Lewisville Texas Houston Texas

St Louis Missouri Monroe North Carolina Milwaukee Wisconsin Fort Worth Texas Eagan Minnesota Port St Lucie Florida and San

Antonio Texas

This portfolio includes CVS store in Elk Grove California Walgreens store in Island Lake Illinois Harbor Square Plaza in Port Charlotte

Florida and Copps in Sun Prairie Wisconsin

The interests in the two Bank of America buildings Moosic PA and Las Vegas NV were sold together as package The sale price of $77810 was

for both properties

The interests in the two Bank of America buildings Hunt Valley MD and Rio Rancho NM were sold together as package The sale price of

$97420 was for both properties

The table below presents development property dispositions during the year ended December 31 2010 There were no

development property dispositions during the years ended December 31 2012 and 2011
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Approx Sales

Date Property Joint Venture Partner City State Acres Price

8/31/2010 Savannah Crossing TMK Developmcsst Inc Aurora IL 2350

8/13/2010 North Aurora Outlots Phase North American Real Estate North Aurora IL 260

2610

Contractual Obligations

The table below presents our obligations and commitments to make future payments under debt obligations and lease

agreements as of the year ended December 31 2012

Payments due by period

Less than More than

Contractual Obligations
Total year 1-3 years 3-5 years years

Long-Term Debt 412361 106658 109622 45816 150265

Line of Credit Facility 80000 80000

Convertible Notes 29215 29215

Term Loan 225000 225000

Office Lease 1276 479 797

Interest Expense cd 124694 23806 57506 23431 19951

Included in the debt maturing in 2013 is approximately $90247 secured by our Algonquin Commons property Although these loans do not mature

until November 2014 we have included them in 2013 because the lender has accelerated the due date of the loans in connection with their decision

to initiate foreclosure proceedings

Our convertible notes issued during 2010 mature in 2029 They are included in 2014 because that is the earliest date these notes can be redeemed or

the note holder can require us to repurchase their notes

Interest expense on the convertible notes was calculated through the first date at which we are able to call the note

Interest expense on the line of credit facility was calculated using the outstanding balance and the 2.2 percent interest rate in effect at December 31

2012

Critical Accounting Policies

General critical accounting policy is one that we believe would materially affect our operating results or financial

condition and requires management to make estimates or judgments in certain circumstances We believe that our most critical

accounting policies relate to the recognition of rental income and tenant recoveries allocation and valuation of investment

properties consolidationlequity accounting policies and our investments in securities These judgments often result from the

need to make estimates about the effect of matters that are inherently uncertain U.S GAAP requires information in financial

statements about accounting principles methods used and disclosures pertaining to significant estimates The following

disclosure discusses judgments known to management pertaining to trends events or uncertainties that were taken into

consideration upon the application
of critical accounting policies and the likelihood that materially different amounts would be

reported upon taking into consideration different conditions and assumptions

Recognition of Rental Income and Tenant Recoveries Under U.S GAAP we are required to recognize rental income based

on the effective monthly rent for each lease The effective monthly rent is equal to the average monthly rent during the term of

the lease not the stated rent for any particular
month The process known as straight-lining rent generally has the effect of

increasing rental revenues during the early phases of lease and decreasing rental revenues in the latter phases of lease If

rental income calculated on straight-line basis exceeds the cash rent due under the lease the difference is recorded as an

increase to both deferred rent receivable and rental income in the accompanying consolidated financial statements If the cash

rent due under the lease exceeds rental income calculated on straight-line basis the difference is recorded as decrease to

both deferred rent receivable and rental income in the accompanying consolidated financial statements We defer recognition

of contingent rental income such as percentage/excess rent until the specified target that triggers the contingent rental income

is achieved We periodically review the collectability of outstanding receivables Allowances are taken for those balances that

we have reason to believe will be uncollectible including any amounts relating to straight-line rent receivables Amounts

deemed to be uncollectible are written off

Tenant recoveries are primarily comprised of real estate tax and common area maintenance reimbursement income Real estate

tax income is based on an accrual reimbursement calculated by tenant based on an estimate of current year real estate taxes
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As actual real estate tax bills are received we reconcile with our tenants and adjust prior year
income estimates in the current

period Common area maintenance income is accrued on actual common area maintenance
expenses as incurred Annually we

reconcile with the tenants for their share of the
expenses per

their lease and we adjust prior year
income estimates in the current

period

Allocation of Investment Properties We allocate the purchase price of each acquired investment property between land

building and improvements other intangibles including acquired above market leases acquired below market leases customer

relationships and acquired in-place leases and any liabilities assumed including debt that is recorded at fair value taking into

consideration any above or below market terms Purchase price allocations are based on our estimates The value allocated to

land as opposed to building affects the amount of depreciation expense we record If more value is attributed to land

depreciation expense is lower than if more value is attributed to building and improvements In some circumstances we engage

independent real estate appraisal firms to provide market information and evaluations that are relevant to our purchase price

allocations however we are ultimately responsible for the purchase price allocation We determine whether any financing

assumed is above or below market based upon comparison to similar financing terms for similar investment properties

We expense acquisition costs for investment property acquisitions accounted for as business combinations to record the

acquisition at its fair value

The aggregate value of other intangibles is measured based on the difference between the purchase price and the property

valued as-if-vacant We utilize information contained in independent appraisals and managements estimates to determine the

respective as-if-vacant property values Factors considered by management in our analysis of determining the as-if-vacant

property value include an estimate of carrying costs during the expected lease-up periods considering current market

conditions and costs to execute similar leases and the risk adjusted cost of capital In estimating carrying costs management

includes real estate taxes insurance and other operating expenses
and estimates of lost rentals at market rates during the

expected lease-up periods up to 24 months Management also estimates costs to execute similar leases including leasing

commissions tenant improvements legal and other related expenses We allocate the difference between the purchase price of

the property and the as-if-vacant value first to acquired above and below market leases We evaluate each acquired lease based

upon current market rates at the acquisition date and consider various factors including geographic location size and location

of leased space within the investment property tenant profile and the credit risk of the tenant in determining whether the

acquired lease is above or below market After an acquired lease is determined to be above or below market we allocate

portion of the purchase price to the acquired above or below market lease based upon the present value of the difference

between the contractual lease rate and the estimated market rate For below market leases with fixed rate renewals renewal

periods are included in the calculation of below market lease values and the amortization period The determination of the

discount rate used in the present value calculation is based upon rate for each individual lease and primarily based upon the

credit worthiness of each individual tenant The values of the acquired above and below market leases are amortized over the

life of each respective lease as an adjustment to rental income

We then allocate the remaining difference to the value of acquired in-place leases and customer relationships based on

managements evaluation of specific leases and our overall relationship with the respective tenants The evaluation of acquired

in-place leases consists of variety of components including the costs avoided associated with originating the acquired in-place

lease including but not limited to leasing commissions tenant improvement costs and legal costs We also consider the value

associated with lost revenue related to tenant reimbursable operating costs and rental income estimated to be incurred during

the assumed re-leasing period The value of the acquired in-place lease is amortized over the life of the related lease for each

property as component of amortization expense We also consider whether any customer relationship value exists related to

the property acquisition As of December 31 2012 we had not allocated any amounts to customer relationships

The valuation and possible subsequent impairment in the value of our investment properties is significant estimate that can

and does change based on managements continuous process of analyzing each property

Impairment of investment properties and unconsolidated joint ventures We assess the carrying values of our investment

properties whenever events or changes in circumstances indicate that the carrying amounts of these investment properties may
not be fully recoverable Recoverability of the investment properties is measured by comparison of the canying amount of the

investment property to the estimated future undiscounted cash flows In order to review our investment properties for

recoverability we consider current market conditions as well as our intent with respect to holding or disposing of the asset

Fair value is determined through various valuation techniques including discounted cash flow models quoted market values

and third party appraisals where considered necessary If our analysis indicates that the canying value of the investment

property is not recoverable on an undiscounted cash flow basis we recognize an impairment charge for the amount by which

the carrying value exceeds the current estimated fair value of the real estate property
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We estimate the future undiscounted cash flows based on managements intent as follows for real estate properties that we

intend to hold long-term including land held for development properties currently under development and operating buildings

recoverability is assessed based on the estimated future net rental income from operating the property ii for real estate

properties that we intend to sell including land parcels properties currently under development and operating buildings

recoverability is assessed based on estimated proceeds from disposition that are estimated based on future net rental income of

the property and expected market capitalization rates and iii for costs incurred related to the potential acquisition or

development of real estate property recoverability is assessed based on the probability that the acquisition or development is

likely to occur as of the measurement date

The use of projected future cash flows is based on managements assumptions of future operations and is consistent with the

strategic plan we use to manage our underlying business However assumptions about and estimates of future cash flows

discount rates and capitalization rates are complex and subjective Changes in economic and operating conditions and our

ultimate investment intent that occur subsequent to our impairment analyses could impact these assumptions and result in

future impairment charges of our real estate properties

We also review our investments in unconsolidated entities When circumstances indicate there may have been loss in value of

an equity method investment we evaluate the investment for impairment by estimating our ability to recover our investment

from future expected cash flows If we determine the loss in value is other than temporary we will recognize an impairment

charge to reflect the investment at fair value The use of projected future cash flows and other estimates of fair value the

determination of when loss is other than temporary and the calculation of the amount of the loss are complex and subjective

processes Use of other estimates and assumptions may result in different conclusions Changes in economic and operating

conditions that occur subsequent to our review could impact these assumptions and result in future impairment charges of our

equity investments

Consolidation/Equity Accounting Policies We consolidate the operations of joint venture if we determine that we are the

primary beneficiary of the joint venture which management has determined to be variable interest entity VIE in

accordance with ASC 810 The primary beneficiary is the party that has controlling fmancial interest in the VIE which is

defined as having both of the following characteristics the power to direct the activities that when taken together most

significantly impact the VIEs performance and the obligation to absorb losses and right to receive the returns from the VIE

that would be significant to the VIE There are significant judgments and estimates involved in determining the primary

beneficiary of VIE or the determination of who has control and influence of the entity When we consolidate VIE the

assets liabilities and results of operations of the VIE are included in our consolidated financial statements

In instances where we are not the primary beneficiary of VIE we use the equity method of accounting Under the equity

method the operations of joint venture that qualifies as VIE are not consolidated with our operations Instead our share of

operations is reflected as equity in earnings loss of unconsolidated joint ventures on our consolidated statements of operations

and comprehensive income Additionally our net investment in the joint venture is reflected as investment in and advances to

joint venture as an asset on the consolidated balance sheets

Investment in Securities We classif our investment in securities in one of three categories trading available-for-sale or

held-to-maturity Trading securities are bought and held principally for the purpose of selling them in the near term Held-to-

maturity securities are those securities in which we have the ability and intent to hold the security until maturity All securities

not included in trading or held-to-maturity are classified as available-for-sale Investment in securities at December 31 2012

and 2011 consist of perpetual preferred securities and common securities classified as available-for-sale securities which are

recorded at fair value and preferred securities not classified as available-for-sale securities and therefore recorded at cost We

determined that these non-traded securities should be held at cost because the fair value is not readily determinable and there is

no active market for these securities Unrealized holding gains and losses on securities classified as available-for-sale are

excluded from earnings and reported as separate component of comprehensive income until realized Realized gains and

losses from the sale of securities are determined on specific identification basis

decline in the market value of any available-for-sale security below cost that is deemed to be other than temporary results in

reduction in the carrying amount to fair value The impairment is charged to earnings and new cost basis for the security is

established

For an impaired security we consider whether we have the ability and intent to hold the investment for time sufficient to allow

for any anticipated recovery
in market value and consider whether the evidence indicating the cost of the investment is

recoverable outweighs evidence to the contrary Evidence considered in this assessment includes the reasons for the

impairment the severity and duration of the impairment changes in value subsequent to year end and forecasted performance

of the investee In addition under the debt security model an evaluation as to the underlying credit of the issuer is made
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Statements of Cash Flows

The following table summarizes our consolidated statements of cash flows for the years ended December 31 2012 2011 and

2010

2012 2011 2010

Net cash provided by operating activities 68955 63274 59523

Net cash used in investing activities 182635 101851 28735

Net cash provided by used in financing activities 124434 32762 23941

2012 Compared to 2011

Net cash provided by operating activities was $68955 for the
year

ended December 31 2012 as compared to $63274 for the

year ended December 31 2011 The increase in cash provided by operating activities is due primarily to an improvement in

property operations See discussion in our Results of Operations section for an explanation of property operations

Net cash used in investing activities was $182635 for the year ended December 31 2012 as compared to $101851 for the year

ended December 31 2011 The primary reason for the increase in cash used in investing activities was the use of $242711 to

purchase investment properties and $24447 in additions to investment properties during the year ended December 31 2012 as

compared to the use of $125604 to purchase investment properties and $40775 in additions to investment properties during

the year ended December 31 2011 Additionally we used net cash of $12955 to fund construction loan and to purchase

notes encumbered by operating properties at discount and invested an additional $15364 in our unconsolidated joint ventures

to acquire investment properties We received $29853 in proceeds from the sale of property ownership interests in connection

with our joint venture with IPCC during the year ended December 31 2012 as compared to the receipt of $62929 from the

sale of property ownership interests during the year ended December 31 2011 This decrease was due to the timing of the sale

of property ownership interests which typically vary from period-to-period and year-to-year Partially offsetting this increase

in cash used in investing activities was the return of capital invested in our unconsolidated joint ventures as financing was

placed on certain of the investment properties and cash flow distributions from our joint ventures during the year ended

December 31 2012 and the receipt of $43596 of sales proceeds from the sale of investment properties during the year ended

December 31 2012 as compared to $10796 during the year ended December 31 2011

Net cash provided by financing activities was $124434 for the year ended December 31 2012 as compared to $32762 during

the year ended December 31 2011 The primary reason for the increase in cash received from financing activities was the

receipt of $108258 in loan proceeds net of loan payoffs and $25000 from our amended term loan during the year ended

December 31 2012 as compared to the receipt of $26881 in loan proceeds net of loan payoffs $50000 from the new term

loan $35000 from our unsecured line of credit facility and using $82648 to repay certain convertible notes during the year

ended December 31 2011

2011 Compared to 2010

Net cash provided by operating activities was $63274 for the year ended December 31 2011 as compared to $59523 for the

year ended December 31 2010 The increase in cash provided by operating activities is due primarily to reduction in

accounts receivable as well as property operations See our discussion of results of operations for an explanation related to

property operations

Net cash used in investing activities was $101851 for the year ended December 2011 as compared to $28735 for the year

ended December 31 2010 The primary reason for the increase in cash used in investing activities was the use of $125604 to

purchase investment properties and $40775 in additions to investment properties during the year ended December 31 2011 as

compared to the use of $102478 to purchase investment properties and $23470 in additions to investment properties during

the year ended December 31 2010 Additionally we received proceeds of $10796 from the sale of investment properties and

$499 from the change in control of investment properties during the year ended December 31 2011 as compared to receiving

proceeds of $46868 from the sale of investment properties and $11886 from the change in control of investment properties

during the year ended December 31 2010 Partially offsetting the increase in cash used in investing activities was the receipt

of $62929 from the sale of property ownership interests in connection with our joint venture with IPCC during the year ended

December 31 2011 as compared to the receipt of $35461 from the sale of property ownership interests during the year ended

December 31 2010
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Net cash provided by financing activities was $32762 for the year ended December 31 2011 as compared to cash used in

financing activities of $23941 during the year ended December 31 2010 The primary reason for the increase in cash provided

by financing activities was the receipt of $85000 in proceeds from our unsecured credit facilities during the year ended

December 31 2011 as compared to $10000 during the year ended December 31 2010 Additionally the issuance of shares

net of offering costs of $55415 during the year ended December 31 2011 as compared to $23899 during the year
ended

December 31 2010 Further during the
year

ended December 31 2011 we received $26881 in net loan proceeds as compared

to $7683 during the year ended December 31 2010 Partially offsetting the increase in cash provided by financing activities

was the use of $82648 to repurchase certain convertible notes during the year ended December 31 2011 as compared to

$15483 during the year ended December 31 2010

Results of Operations

This section describes and compares our results of operations for the three years ended December 31 2012 2011 and 2010

respectively At December 31 2012 we had ownership interests in 37 single-user retail properties 59 Neighborhood Centers

23 Community Centers 37 Power Centers and Lifestyle Center We generate almost all of our net operating income from

property operations One metric that management uses to evaluate our overall portfolio is same store net operating income in

which management analyzes the net operating income of properties that we have owned and operated for the same twelve

month periods during each year These properties are referred to herein as same store properties Property net operating

income is non-GAAP measure that allows management to monitor the operations of our existing properties for comparable

periods to measure the performance of our current portfolio and determine the effects of our new acquisitions on net income

We believe that net operating income is also meaningful as an indicator of the effectiveness of our management of properties

because net operating income excludes certain items that are not reflective of management such as depreciation and interest

expense

total of 91 of our investment properties were same store properties during the periods presented These properties

comprise approximately 7.9 million square feet In the table below other investment properties includes activity from

properties acquired during the
years

ended December 31 2012 2011 and 2010 two properties in which we took over

ownership control from our joint venture partner properties contributed to our joint ventures and activity from properties

owned through our joint venture with IPCC while these properties were consolidated Operations from properties acquired

through this joint venture are recorded as consolidated income until those properties become unconsolidated with the first sale

of ownership interests to investors Once the operations are unconsolidated the income is included in equity in earnings loss

of unconsolidated joint ventures in the accompanying consolidated statements of operations and comprehensive income The

same store investment properties represented 85% of the
square footage of our consolidated portfolio at December 31 2012

The following table presents the net operating income broken out between same store and other investment properties

prior to straight-line rental income amortization of lease intangibles interest depreciation amortization and bad debt expense

for the years ended December 31 2012 2011 and 2010 along with reconciliation to net income loss attributable to common

stockholders calculated in accordance with U.S GAAP
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Rental income and tenant recoveries

Same store investment properties 91 properties

Rental income

Tenant recovery income

Other property income

Other investment properties

Rental income

Tenant recovery income

Other property income

Total rental and additional rental income

Property net operatmg income

Same store investment properties

Other mvestment properties

Total property net operating Income

Other income

Straightline rents

Amortization of lease intangibles

Other income

90860 89281 8265

31259 30356 31997

1903 1714 1670

22419 25752 24617

5762 8609 10147

506 226 317

152709 155938 157013

83917 82481 79884

19864 22124 20761

103781 104605 100645

1566

102

4563

3578

Year ended Year ended Year ended

December 31 December 31 December 31
2012 2011 2010

Property operating expenses

Same store investment properties 91 properties

Property operating expenses 15883 18056 19092

Real estate tax expense 24222 20814 22956

Other investment properties

Property operatmg expenses 3773 5308 516I

Real estate tax expense 5050 7155 9159

Total property operating expenses 48928 51333 56368

839 1526

539 350

3633 2438

Fee income from unconsolidated joint ventures 5757 6027

Loss on sale of mvestment properties 23
Gain loss from change in control of investment properties 1108 1400 5018

Gain on sale ofjoint venture interest 766 1366 4555

Gain on extinguishment of debt 1481

Other expenses

Income tax benefit expense of taxable REIT subsidiaries 6346 632 719

Bad debt expense 2959 3975 6100

Depreciation and amortization 55036 49477 43375

General and administrative expenses 17552 14656 13735

Interest expense 35680 41579 36051

Provision for asset impairment 223 18190

Equity in earnings loss of unconsolidated ventures 2875 8124 4365

Income loss from continuing operations 14394 7490 1231

Income from discontinued operations 3298 436 2755

Net mcome loss 17692 054 1524

Less Net income loss attributable to the noncontrolling interest 67 130 306

Net income loss attributable to Inland Real Estate Corporation 17 759 7184 1218

Dividends on preferred shares 7910 948

Net Income loss attributable to common stockholders 9849 8132 1218

On same store basis comparing the results of operations of the investment properties owned during the year ended

December 31 2012 with the results of the same investment properties owned during the year ended December 31 2011
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property net operating income increased $1436 with total rental and additional rental income increasing by $2671 and total

property operating expenses increasing $1235

In comparing the results of operations from the same store properties during the years ended December 31 2011 and 2010

property net operating income increased $2597 with total rental and additional rental income decreasing $581 and total

property operating expenses decreasing $3178

Net income loss attributable to common stockholders increased $17981 when comparing the year ended December 31 2012

to the year ended December 31 2011 and decreased $9350 when comparing the year ended December 31 2011 to the year

ended December 31 2010 for the reasons explained below

Rental income

Rental income increased $1579 on same store basis for the year ended December 31 2012 as compared to the year ended

December 31 2011 primarily due to the effect of increased income generated by new leases signed during the respective

periods and the end of any associated rent abatement periods Total rental income decreased $1754 for the year ended

December 31 2012 as compared to the year ended December 31 2011 reflecting decrease in rental income from our other

investment properties during the year The decrease is primarily due to the impact of contributing properties to our joint

venture with PGGM during 2011 and 2012 These properties become unconsolidated upon contribution to the joint venture

This decrease is partially offset by properties acquired during these same periods

Rental income increased $1016 on same store basis for the year ended December 31 2011 as compared to the year ended

December 31 2010 primarily due to the effect of increased income generated by new leases signed during the respective

periods and the end of any associated rent abatement periods Total rental income increased $2151 for the
year

ended

December 31 2011 as compared to the year ended December 31 2010 reflecting an increase in rental income from our other

investment properties during the year The increase is result of income generated by investment properties acquired during

the
years

ended December 31 2011 and 2010 including the change in control transaction related to the Algonquin Commons

and Orchard Crossing properties and properties owned through our joint venture with IPCC while they were consolidated

Tenant recovery
income

Tenant recovery
income increased $903 on same store basis for the year ended December 31 2012 as compared to the

year ended December 31 2011 Total tenant recovery
income decreased $1944 for the year

ended December 31 2012 as

compared to the year ended December 31 2011 The primary reason for the fluctuation in tenant recovery
income is

corresponding fluctuation in the amount of property operating and real estate tax expenses both of which are recoverable under

tenant leases The overall recovery rate year-over-year remained consistent

Tenant recovery income decreased $1641 on same store basis and $3179 in total for the year ended December 31 2011

as compared to the year ended December 31 2010 primarily due to decreased property operating and real estate tax expenses

The overall recovery rate year-over-year
also increased approximately percent

Property operating expenses

Property operating expenses decreased $2173 on same store basis and $3708 in total for the year ended December 31

2012 as compared to the year ended December 31 2011 The decrease in property operating expenses during the year is due

primarily to decrease in total snow removal costs of approximately $2500 Additionally the decrease in total property

operating expenses is result of the contribution of properties to our joint venture with PGGM during 2011 and 2012

Property operating expenses decreased $1036 on same store basis and $889 in total for the year
ended December 31 2011

as compared to the year ended December 31 2010 respectively primarily due to decrease in total snow removal costs of

approximately $820 and our ongoing cost reduction efforts during the year
ended December 31 2011

Real estate tax expense

Real estate tax expense increased $3408 on same store basis and $1303 in total for the year ended December 31 2012 as

compared to the year ended December 31 2011 The change in real estate tax expense is result of changes in the assessed

values of our investment properties or the tax rates charged by the various taxing authorities Additionally the decrease in total

real estate tax expense is result of the contribution of properties to our joint venture with PGGM during 2011 and 2012

Real estate tax decreased $2142 on same store basis and $4146 in total for the year ended December 31 2011 as

compared to the year ended December 31 2010 primarily for the same reasons as discussed above
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Other income

Other income increased $1195 for the year ended December 31 2012 as compared to the
year

ended December 31 2011

primarily due to interest income received in the current year on our mortgages receivable and the settlement of an outstanding

obligation with the prior owner of one of our investment properties

Other income decreased $2125 for the year ended December 31 2011 as compared to the year ended December 31 2010

primarily due to decreased gains on the sale of investment securities as result of fewer sales during the
year

ended December

31 2011 Additionally during the year ended December 31 2010 we were granted possession of vacant building at our

Orland Park Place Outlots investment property Previously we had ground lease with restaurant operator Upon default by

the tenant we added this building to our portfolio according to the lease terms resulting in income of $890

Fee income from unconsolidated joint ventures

Fee income from unconsolidated joint ventures decreased $270 for the year ended December 31 2012 as compared to the year

ended December 31 2011 The decrease in fee income is due to decrease in acquisition fees earned on sales of interest

through our joint venture with IPCC Acquisition fees earned may vary based on the number of properties sold the original

acquisition price of the property and the timing of the sales in each period This decrease was almost entirely offset by

increased management fees from our unconsolidated joint ventures due to increased revenues as result of an increased

number of properties under management

Fee income from unconsolidated joint ventures increased $2449 for the year ended December 31 2011 as compared to the

year
ended December 31 2010 This increase resulted mostly from an increase in acquisition fees earned on sales of interests

by the IPCC joint venture and increased management fees related to increased revenues as result of an increased number of

properties under management through our unconsolidated joint ventures and the properties that have been fully sold through

our IPCC joint venture

Gain loss from change in control of investment properties

During the
years

ended December 31 2012 2011 and 2010 we recorded gain loss on the change in control of investment

properties in the amount of $1108 $1400 and $5018 respectively

Prior to the change in control transactions each property discussed below was unconsolidated and was accounted for under the

equity method of accounting Upon consolidation we valued these properties utilizing information obtained from third party

sources and internal valuation calculations comprised of discounted cash flow model using discount rates and capitalization

rates applied to the expected future cash flows of the property We estimated the fair value of the remaining debt by

discounting the future cash flows of the instrument at rates currently offered for similardebt instruments

During the
year

ended December 31 2012 we on behalf of the joint venture formed to develop the property
known as North

Aurora Towne Center negotiated with the lender of the indebtedness secured by the properties to repay the mortgage payable

which matured in July 2011 at discount We contributed $10000 to the joint venture to repay the entire $30537 outstanding

mortgage resulting in gain on the extinguishment of debt to us in the amount of $20537 In conjunction with this debt

repayment the joint ventures previously established to develop these properties were dissolved ownership of the properties

was conveyed to us and the development properties and remaining indebtedness were consolidated by us The consolidation of

these properties resulted in loss of approximately $19494 We recorded net gain on change in control of $1043 related to

this transaction

Also during the year ended December 31 2012 we on behalf of the joint venture formed to develop the property known as

The Shops at Lakemoor negotiated with the lender of the indebtedness secured by the property to repay the mortgage payable

which matured in October 2012 at discount The joint venture previously established to develop this property was dissolved

ownership of the property was conveyed to us and the development property and remaining indebtedness were consolidated by

us The consolidation of this property resulted in loss of approximately $11041 We then repaid the entire $22105 mortgage

with payment of $11000 resulting in gain on the extinguishment of debt in the amount of $11105 We recorded net gain

on the change in control of $64 related to this transaction

During the year ended December 31 2011 we took control of Orchard Crossing property previously owned through our joint

venture with Pine Tree Institutional Realty LLC Pine Tree The consolidation of this property resulted in net loss of

$1400

During the year ended December 31 2010 we took control of Algonquin Commons property previously owned through our

joint venture with New York State Teachers Retirement System The consolidation of this property resulted in net gain of

$5018
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Gain on sale offoint venture interest

Gain on sale ofjoint venture interest decreased $600 for the year
ended December 31 2012 as compared to the year ended

December 31 2011 This is due to decreased gains on sale in connection with sales of interest in properties through our joint

venture with IPCC Gains recorded may vary based on the number of properties sold the timing of the sales in each period and

the hold period of each asset

Gain on sale ofjoint venture interest decreased $3189 for the year ended December 31 2011 as compared to the year ended

December 31 2010 due to the same reason as discussed above

Income tax benefit expense of taxable REIT subsidiaries

Income tax benefit increased $5714 for the year
ended December 31 2012 as compared to the year ended December 31 2011

The primary reason for the increase in the tax benefit was decrease of $6974 in the valuation allowance for deferred tax

assets in 2012 The decrease in this allowance was primarily due to adjustments to the beginning-of-the-year balance of the

valuation allowance because of change in circumstances that caused change in judgment about the realizability of the

related deferred tax assets in future years Our judgment changed due to the change in control transactions described above and

the related fair value adjustments and gains on extinguishment of debt

Income tax benefit increased $1351 for the year ended December 31 2011 as compared to the
year

ended December 31 2010

The primary reason for the increase in the tax benefit was reduced amount added to our valuation allowance during the year

ended December 31 2011 due to lower impairment adjustments requiring reserve

Bad debt expense

Bad debt expense
decreased $1016 for the year ended December 31 2012 as compared to the

year
ended December 31 2011

The decrease in bad debt expense is due to fewer tenant bankruptcies and tenant failures

Bad debt expense decreased $2125 for the year ended December 31 2011 as compared to the year ended December 31 2010

due to the same reason as discussed above

Depreciation and amortization

Depreciation and amortization increased $5559 for the
year

ended December 31 2012 as compared to the
year

ended

December 31 2011 due to depreciation expense recorded on newly acquired investment properties new tenant improvement

assets for work related to new leases additional properties owned through our joint venture with IPCC while they were

consolidated and the write off of tenant improvement assets as result of lease terminations

Depreciation and amortization increased $6102 for the year ended December 31 2011 as compared to the year ended

December 31 due to the same reasons as discussed above Additionally the increase is due to depreciation recorded on

Algonquin Commons and Orchard Crossing after the change in control transactions

General and administrative expenses

General and administrative expenses increased $2896 for the year ended December 31 2012 as compared to the year ended

December 31 2011 The increase is due to an increase in payroll and related items as result of additional staff increased

legal costs related to general corporate matters and increased computer and software costs

General and administrative expenses increased $921 for the year ended December 31 2011 as compared to the year ended

December 31 2010 The increase is due primarily to an increase in payroll and related items as result of additional staff

Interest expense

Interest expense decreased $5899 for the year ended December 31 2012 as compared to the
year

ended December 31 2011

The decrease was primarily due to decrease of approximately $4100 of interest expense and the related discount amortization

that we eliminated by repurchasing our convertible notes during 2011 Interest expense on our mortgages payable decreased

approximately $1800 due in most part to the contribution of investment properties to our joint venture with PGGM during

2011 and 2012 These decreases were partially offset by increased interest on our unsecured term loan due in most part to full

year of interest expense in 2012 for the new $50000 term loan entered into in November 2011

Interest expense increased $5528 for the year
ended December 31 2011 as compared to the year ended December 31 2010

The increase in interest expense was primarily due to an increase in interest expense of approximately $5600 on our mortgages

payable which included Algonquin Commons for the year ended December 31 2011 as compared to only six months of

expense during the year ended December 31 2010 and additional interest on mortgages payable of the properties owned
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through our joint venture with IPCC while they were consolidated Additionally the amortization of loan costs increased

related to the fees in connection with the refinance of the unsecured credit facilities in June 2010 as well as the fees for the

amendments completed during the year ended December 31 2011 Partially offsetting this increase in interest expense was

decrease in interest on our convertible notes as result of the repurchases during 2011 and 2010 and decreased interest expense

on our unsecured line of credit due to lower interest rates charged on the outstanding balance

Provision for asset impairment

During the year ended December 31 2011 we recorded provision for asset impairment of $5223 to record our investment in

three development joint ventures at fair value

During the year ended December 31 2010 we recorded provision for asset impairment of $18190 related to five

development joint venture projects to reflect the investments at fair value

Reference is made to our discussion under the caption Critical Account Policies in this Managements Discussion and

Analysis of Financial Condition and Results of Operations for discussion of our impairment policies

Equity in earnings loss of unconsolidated joint ventures

Equity in earnings loss of unconsolidated joint ventures increased $10999 for the year
ended December 31 2012 as

compared to the year ended December 31 2011 The primary reason for the increase was increased same store net operating

income on the unconsolidated pooi of properties and an increase of $1338 of the amortization of basis differences associated

with our unconsolidated joint ventures Also affecting the increase were total impairment losses of $17878 recorded during the

year ended December 31 2011 at the joint venture level Our pro rata share of this loss equal to $7824 is included in this line

item on the accompanying consolidated statements of operations and comprehensive income

Equity in earnings loss of unconsolidated joint ventures decreased $3759 for year
ended December 31 2011 as compared to

the year ended December 31 2010 respectively The decline in earnings for the
year

ended December 31 2011 as compared to

the year ended December 31 2010 was due to the aforementioned impairment losses recorded related to development joint

venture properties During the year ended December 31 2010 the total impairment loss recorded was $5550 at the joint

venture level Our pro rata share of this loss equal to $2498 is included in this line item on the accompanying consolidated

statements of operations and comprehensive income

Related party transactions

We pay affiliates of The Inland Real Estate Group Inc TIGI for real estate-related brokerage services investment advisory

services and various administrative services These TIGI affiliates provide these services at cost with the exception of the

investment advisor fees and the broker commissions The investment advisor fees are charged as percentage of total assets

under management and the broker commissions are charged as percentage of the gross transaction amount TIGI through its

affiliates owns approximately 12.8% of our outstanding common stock During the years ended December 31 2012 2011 and

2010 we paid to TIGI and/or its affiliates $2239 $2156 and $1736 respectively for these various services Reference is

made to Note Transactions with Related Parties to the accompanying consolidated financial statements for detail of the

total amounts paid during the previous three years We may continue to use these services during 2013 however the intended

level of use is being evaluated and has not yet been determined
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Portfolio Activity

During the year ended December 31 2012 our leasing activity remained strong and our leasing spreads were positive on both

new and renewal leases in our consolidated portfolio During the year ended December 31 2012 we executed 48 new 168

renewal and 53 non-comparable leases expansion square footage or spaces for which no former tenant was in place for one

year or more aggregating approximately 1047000 square feet of our consolidated portfolio The 48 new leases comprise

approximately 260000 square
feet with an average rental rate of $14.09 per square foot 19.7% increase over the average

expiring rate The 168 renewal leases comprise approximately 571000 square feet with an average rental rate of $15.93 per

square foot an 8.6% increase over the average expiring rate The 53 non-comparable leases comprise approximately 216000

square feet with an average base rent of $13.03 per square kot The calculations of former and new average base rents are

adjusted for rent abatements For leases signed during the 24-month period ending December 31 2012 the average leasing

commission was approximately $5 per square foot the average cost for tenant improvements was approximately $20 per square

foot and the average period given for rent concessions was three to five months

During 2013 134 leases comprising approximately 684000 square feet and accounting for approximately 7.1% of our

annualized base rent will be expiring in our consolidated portfolio None of the expiring leases is deemed to be material to our

financial results The weighted average expiring rate on these leases is $12.09 per square
foot We will continue to attempt to

renew expiring leases and re-lease those spaces
that are vacant or may become vacant at more favorable rental rates to

increase revenue and cash flow

In 2012 Supervalu Inc the largest tenant in our total portfblio including unconsolidated properties at 100% based on

percentage of annual base rent and square footage announced its intention to explore strategic alternatives for the company

primarily the sale of all or some its assets In January 2013 Supervalu announced the sale of five of its brands to an investor

group If the transaction closes Supervalu will retain ownership of the Cub Foods chain in addition to others and the investor

group will become the owner of Jewel-Osco among others As of December 31 2012 Supervalu represented approximately

7.3% of annual base rent and approximately 8.3% of gross leasable area in our total portfolio Once the transaction closes our

exposure will be split between Jewel-Osco stores becoming 4.2% of our total annual base rent and Cub Foods becoming

3.1% of our total annual base rent With the considerable market share controlled by both Cub Foods and Jewel-Osco in their

respective markets we believe these stores should maintain their relevance as grocery operators

Occupancy as of December 31 2012 September 30 2012 and December 31 2011 for our consolidated unconsolidated and

total portfolios is summarized below

Consolidated Occupancy ks of December31 2012 As of September30 2012 As ofDecember3l 2011

Leased Occupancy
92.1% 90.8% 92.0%

Financial Occupancy
899% 884% 893%

Same Store Financial Occupancy 89.4% 90.2% 89.4%

Unconsolidated Occupancy

Leased Occupancy 97 1% 97 1% 958%

Financial Occupancy 94.2% 94.4% 94.5%

Same Store Financial Occupancy 95.0% 94.9% 94.7%

Total Occupancy

Leased Occupancy
94.0% 93.1% 93.2%

Financial Occupancy
916% 90.6% 90.9%

Same Store Financial Occupancy
90.8% 91.3% 90.7%

Financial Occupancy excluding properties held through the
joint

venture with IPCC 1.3% 90.4% 90.9%

Anchor Leased Occupancy excluding properties held through the joint

venture with IPCC 96.2% 95.3% 95.6%

Non-Anchor Leased Occupancy excluding properties held through the

joint venture with IPCC 88.3% 87.7% 87.2%

All occupancy calculations exclude seasonal tenants

Leased Occupancy is defined as the percentage of gross leasable area for which there is signed lease regardless of whether the tenant is currently

obligated to pay rent under their lease agreement

Financial Occupancy is defined as the percentage of total gross leasable area for which tenant is obligated to pay rent under the terms of its lease

agreement regardless of the actual use or occupation by that tenant of the area being leased excluding tenants in their abatement period

Unconsolidated occupancy includes 100% of the square footage of the related properties
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Due to the occupancy fluctuations produced by the temporary ownership of the properties within this joint venture we disclose occupancy rates

excluding these properties We believe the additional disclosure allows investors to evaluate the occupancy of the portfolio of properties we expect

to own longer term

Significant Tenants

The following table presents the significant retail tenants in consolidated total portfolio based on percentage of annual base

rent along with their respective percentage of total
square footage annual base rent and approximate receivable balance as of

December 31 2012

Percentage

Percentage of of Total Receivable

Annual Base Annual Square Balance at

Tenant Name Rent Base Rent Footage December 312012

Safewayc
4496 4.13% 3.72% 65

Roundysd
4239 389% 3.78%

Carmax
4021 3.69% 2.01% 335

Best Buy
3003 2.76% 2.29% 32

Dicks Sporting Goods
2682 2.46% 2.30% 45

Supervalu Inc
2639 2.43% 3.29%

TJX Companies Inc
2426 2.23% 3.14% 34

PetSmart
244 06% 82% 91

Walgreens
1912 1.76% 1.01% 16

Ascena Retail Group
907 75% 40% 75

Kroger
1724 1.58% 1.54% 26

DollarTreej
1561 143% 180% 14

Gordmans
534 1.41% 1.59%

Staples
1431 1.31% 1.20%

Bed Bath and Beyond

1384 1.27% 1.45% 21

Ulta
1374 1.26% 0.73%

Retail Ventures Inc
1327 1.22% 0.76%

RossDressForLess
1302 1.20% 1.89%

The Sports Authority
1260 1.16% 0.99%

MIchaels
257 16% 20% 12

JoAnn Stores
1237 1.14% 1.41%

L.A Filness
1158 1.06% 0.95%

OfticeMax
1127 1.04% 0.95%

TheGapm
1116 1.03% 1.02% 67

Total 48361 44.43% 42.24% 363

Significant tenants are tenants that represent 1% or more of our annualized base rent

The table above includes properties owned through our unconsolidated
joint ventures

Includes Dominicks

Includes Rainbow Pick Save and Super Pick Save

Includes Dicks Sporting Goods and Golf Galaxy

Includes Jewel and Cub Foods

Includes TJ Maxx and Marshalls

Includes Justice Dress Barn Maurices Lane Bryant Fashion Bug and Catherines

Includes Food Less

Includes Dollar Tree 15 and Deal$

Includes Bed Bath Beyond Buy Buy Baby and World Market

Includes DSW Warehouse

Includes Old Navy The Gap and The Gap Factory

Joint Ventures
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Consolidated joint ventures are those in which we have controlling financial interest in the joint venture or are the primary

beneficiary of variable interest entity The primary beneficiary is the party that has controlling financial interest in the VIE

which is defined as having both of the following characteristics the power to direct the activities that when taken together

most significantly impact the VIEs performance and the obligation to absorb losses or right to receive the returns from the

VIE that would be significant to the VIE The third parties interests in these consolidated entities are reflected as

noncontrolling interest in the accompanying consolidated financial statements All inter-company balances and transactions

have been eliminated in consolidation

Off Balance Sheet Arrangements

Unconsolidated Real Estate Joint Ventures

Reference is made to Note Unconsolidated Joint Ventures to the accompanying consolidated financial statements for

discussion of our unconsolidated joint ventures as of December 31 2012 which is incorporated into this Item

Managements Discussion and Analysis of Financial Condition and Results of Operations

Development Joint Ventures

Our development joint ventures with four independent partners were designed to take advantage of what we believed were the

unique strengths of each development team while potentially diversifying our risk Our development partners identified

opportunities assembled and completed the entitlement process for the land and gauged national big box retailer interest in

the location before bringing the project to us for consideration We contributed financing leasing and property management

expertise to enhance the productivity
of the new developments and are typically entitled to earn preferred return on our

portion of invested capital

During the recent economic downturn number of retailers delayed new store openings until market conditions substantially

improved In light of this marketplace reality we extended delivery dates for these projects and we will not have the ability to

estimate the project completion dates until activity resumes As result of the project delays we were required to record

significant impairment losses related to these projects during the years
ended December 31 2011 and 2010 No impairment

losses were recorded during the year
ended December 31 2012 In conjunction with these impairment losses we were

required to write down our investment in certain projects to zero as we determined that it was not likely we would recover our

invested capital from future cash flows of each project

During the year ended December 31 2012 we dissolved our joint ventures with NARE and Tucker Development for all phases

of the North Aurora Town Center and Shops at Lakemoor developments in conjunction
with negotiated discounted payoffs of

the debt encumbering the properties for which we invested the equity As result of the dissolution of these joint ventures the

properties became consolidated non-operating properties which have been recorded at fair value

To provide clarity as to the current status of our remaining development projects we have divided them into two categories

active projects and land held for future development

The projects considered active projects are Savannah Crossing in Aurora Illinois and Southshore Shopping Center in

Boise Idaho Construction is essentially complete at Savannah Crossing and Southshore Shopping Center is redevelopment

of an existing building

The remaining development property Lantern Commons in Westfield Indiana is categorized as land held for future

development

We will deploy capital for construction or improvements to development properties only when we have signed commitments

from retailers and cannot be sure of their exact nature or amounts until that time

Fair Value Disclosures

Reference is made to Note Fair Value Disclosures to the accompanying consolidated financial statements for discussion

of our fair value disclosures as of December 31 2012 which is incorporated
into this Item Managements Discussion and

Analysis of Financial Condition and Results of Operations
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Non-GAAP Financial Measures

We consider FF0 widely accepted and appropriate measure of performance for REIT FF0 provides supplemental

measure to compare our performance and operations to other REITs Due to certain unique operating characteristics of real

estate companies NAREIT has promulgated standard known as FF0 which it believes more accurately reflects the operating

performance of REIT such as ours As defined by NAREIT FF0 means net income computed in accordance with U.S

GAAP excluding gains or losses from sales of operating property plus depreciation and amortization and after adjustments

for unconsolidated entities in which the REIT holds an interest In addition NAREIT has further clarified the FF0 definition to

add-back impairment write-downs of depreciable real estate or of investments in unconsolidated entities that are driven by

measurable decreases in the fair value of depreciable real estate for all periods presented Under U.S GAAP impairment

charges reduce net income While impairment charges are added back in the calculation of FF0 we caution that because

impairments to the value of any property are typically based on reductions in estimated future undiscounted cash flows

compared to current carrying value declines in the undiscounted cash flows which led to the impairment charges reflect

declines in property operating performance that may be permanent We have adopted the NAREIT definition for computing

FF0 We adjust FF0 for the impact of non-cash impairment charges of non-depreciable real estate net of taxes recorded in

comparable periods in order to present the performance of our core portfolio operations Management uses the calculation of

FF0 and FF0 adjusted for several reasons FF0 is used in certain employment agreements we have with our executives to

determine portion of incentive compensation payable to them Additionally we use FF0 and FF0 adjusted to compare our

performance to that of other REITs in our peer group The calculation of FF0 may vary
from entity to entity since

capitalization and expense policies tend to vary from entity to entity Items that are capitalized do not impact FF0 whereas

items that are expensed reduce FF0 Consequently our presentation of FF0 may not be comparable to other similarlytitled

measures presented by other REITs FF0 does not represent cash flows from operations as defined by U.S GAAP it is not

indicative of cash available to fund cash flow needs and liquidity including our ability to pay distributions and should not be

considered as an alternative to net income as determined in accordance with U.S GAAP for purposes of evaluating our

operating performance The following table reflects our FF0 and FF0 adjusted for the periods presented reconciled to net

income loss attributable to common stockholders for these
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periods

Net income loss attributable to conunon stockholders

Gain on sale of investment properties

Gain loss from change in control of investment properties

Impairment of depreciable operating property

Equity in depreciation and amortization of unconsolidated
joint ventures

Amortization on in-place lease intangibles

Amortization on leasing commissions

Depreciation net of noncontrolling interest

Funds From Operations attributable to common stockholders

For the year ended

December 31 2012

9849

3864

1108

722

24266

8777

1747

44935

85324

For the year ended

December 31 2011

8132

1510

1400

2841

14653

6540

1423

42415

59630

For the year ended
December 31 2010

1218

1490

5018

13642

4478

1120

39123

53073

Gain on extinguishment of debt

Impairment loss net of taxes

Provision for asset impairment

Provision for asset impairment included in equity in earnings loss of

unconsolidated joint ventures

Other non-cash adjustments

Provision for income taxes

Income tax adjustments

Funds From Operations attributable to common stockholders adjusted

Net income loss attributable to common stockholders per weighted average

common share basic and diluted

Funds From Operations attributable to common stockholders per weighted

average commons share basic and diluted

Funds From Operations attributable to common stockholders adjusted per

weighted average commons share basic and diluted

Weighted average number of common shares outstanding basic

Weighted average number of common shares outstanding diluted

Distributions declared common

Distributions per common share

746
78204

1368 147

72249 72427

0.11 0.09 0.01

1481

5223 18190

7824 2498

348 940

0.96 0.67
_______________

0.62

0.88 0.82
______

89006 88530

89161 88633

50833 50589

0.57 0.57

0.84

85951

86036

4900

0.57
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EBITDA is defined as earnings losses from operations excluding interest expense income tax benefit or expenses

depreciation and amortization expense and gains loss on non-operating property We believe EBITDA is useful to us and

to an investor as supplemental measure in evaluating our financial performance because it excludes expenses that we believe

may not be indicative of our operating performance By excluding interest expense EBITDA measures our financial

performance regardless of how we finance our operations and capital structure By excluding depreciation and amortization

expense we believe we can more accurately assess the performance of our portfolio Because EBITDA is calculated before

recurring cash charges such as interest expense and taxes and is not adjusted for capital expenditures or other recurring cash

requirements it does not reflect the amount of capital needed to maintain our properties nor does it reflect trends in interest

costs due to changes in interest rates or increases in borrowing EBITDA should be considered only as supplement to net

earnings and may be calculated differently by other equity REITs

We believe EBITDA is an important supplemental non-GAAP measure We utilize EBITDA to calculate our interest expense

coverage ratio which equals EBITDA divided by total interest expense We believe that using EBITDA which excludes the

effect of non-operating expenses and non-cash charges all of which are based on historical cost and may be of limited

significance in evaluating current performance facilitates comparison of core operating profitability between periods and

between REITs particularly in light of the use of EBITDA by seemingly large number of REITs in their reports on Forms 10-

and 10-K We believe that investors should consider EBITDA in conjunction with net income and the other required U.S

GAAP measures of our performance to improve their understanding of our operating results We adjust EBITDA for the impact

of non-cash impairment charges in comparable periods in order to present the performance of our core portfolio operations

Net income loss attributable to Inland Real Estate Corporation 17759

Gain on sale of investment properties 3864

Gain on sale of development properties

Gain loss from change in control of investment properties 1108

Income tax benefit expense of taxable REIT subsidiaries 6346

Interest expense 35680

interest expense associated with discontinued operations

Interest expense associated with unconsolidated joint ventures 11596

Depreciation and amortization 55036

Depreciation and amortization associated with discontinued operations

Depreciation and amortization associated with unconsolidated joint
ventures

24266
___________________ ___________________

EBITDA 133.502

Gain on extinguishment of debt

Impairment loss net of taxes

Provision for asset impairment 722

Provision for asset impairment included in equity in earnings loss of

unconsolidated joint
ventures

Other non-cash adjustments 348
_________________

EBITDA adjusted 134572
____________________

Total Interest Expense 47276
___________________ ___________________

EBITDA Interest Expense Coverage Ratio 2.8

EBITDA Interest Expense Coverage Ratio adjusted 2.8 __________________

For the year ended

December 31 2012

For the year ended

December 31 2011

For the year ended

December 31 2010

7184 1218

1510 1490

46

1400 5018

632 719

41579 36051

89 817

8865 9774

49477 43375

483 1083 1652

13642

100694

14653

107820

1481

8064 18190

7824 2498

940

124.648 119901

50533 46642

2.lx 2.2x

2.5x 2.6x
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The following schedules present our pro-rata consolidated financial statements as of and for the year ended December31 2012 reconciled to our U.S GAAP financial statements These financial statements are

considered non-GAAP because they include financial information related to unconsolidated joint ventures accounted for under the equity method of accounting We provide these statements to include the pro rata

amounts of all properties under management in order to better compare our overall performance and operating metrics to those of other REITs in our peer group

Balance Sheets unaudited Pro-rata Consolidation

Assets

IN Retail Fund IICC Pro-rota
Consolidated Noncontrolling LLC IN Retail LP Devuipflsent Unconselidted Consolidated

Balance Sheets Interest NYSTRS PGGM Properties properties Balance Sheets

Investment properties

Land

Construction in
progress

Building and improvements

Less accumulated depreciation

Net investment properties

Cash and cash equivalents

Investment in securities

Accounts receivable net

Mortgages receivable

Investment in and advances to unconsolidated joint ventures

Acquired lease
intangibles net

Deferred costs net

Other assets

Total assets

Liabilities

Accounts payable and accrued expenses

Acquired below market lease
intangibles net

Distributions payable

Mortgages payable

Unsecured credit facilities

Convertible notes

Other liabilities

Total liabilities

Stockholders Equity

Preferred stock

Common stock

Additional paid-in capital

Accumulated distributions in excess of net Income

Accumulated comprehensive loss

Total stockholders equity

Noncontrolling
interest

Total equity

Total liabilities and equity

313261 535 43785 75413 1602 2520 436046

20837 2119 16052 39006

957794 1508 116818 183575 5271 7875 1269825

1291892 2045 160603 261107 22925 10395 1744877

329997 747 32089 7717 358 224 369638

961895 1298 128514 253390 22567 10171 1375239

18505 2119 3482 6776 22 26669

8711
8711

25076 46 5460 4190 52 21 34753

12955
12955

129196 18007 91438 13595 4662 1494

41692 3680 43352 1607 90331

19436 23 2075 2029 30 88 23635

25939 1866 1511 92 826 30231

1243405 3489 127070 219810 9149 8073 1604018

36918 35 6887 6227 1.832 68 51897

12976 1734 15988 786 31484

4606
4606

412361 739 86786 135328 7433 6394 647563

305000
305000

28327
28327

33014 16 1930 3262 1668 226 40084

833202 790 97337 160805 10933 7474 1108961

110000

894

110000

894

784139 119 784258

476185 4368 29733 58886 1784 599 393119

9269
_________________ 9269

409579 4368 29733 59005 1784 599 492764

624 1669
2.293

410203 2699 29733 59005 1784 599 495057

1243405 3489 127070 219810 9149 8013 1604018
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Statements of Operations unaudited Pro-rata Consolidation

Pro-rata

Consolidated IN Retail Fund IPCC Consolidated

Statement of LLC INP Retail LP Development Unconsolidated Statement of

Operations NYSTRS PGGM Properties properties Operations

114657 15071 21797

37021

2409

6.483

263

9459

104

120 1139 152784

40 16 53019

2782

5757
5757

159844 21817 31360 166 1155 214342

22615 2668 3980 184 45 29492

29272 5436 6543 13 41268

55036 7459 16282 86 439 79302

17552 59 518 18135

124475 15622 27323 280 497 168197

35369 6195 4037 114 658 46145

3633 413 10 236 3820

23 23

1108 1108

766
766

35680 4964 5340 859 433 47276

5173 1644 1293 1209 225 4540

6346 6346

2875 1644 1293 1209 225 3508

14394 14394

3298
3298

17692
17692

67
67

17759
17759

7910
___________________ ___________________ ___________________

7910

9849 9849

Revenues

Rental income

Tenant recoveries

Other property income

Fee income from unconsolidated joint ventures

Total revenues

Expenses

Property operating expenses

Real estate tax expense

Depreciation and amortization

General and administrative expenses

Total expenses

Operating income

Other income expense

Loss on sale of investment properties

Gain from change in control of investment properties

Gain on sale ofjoint venture interest

Interest expense

Income loss before income tax benefit of taxable REIT

subsidiaries equity in earnings loss of unconsolidated

joint ventures and discontinued operations

Income tax benefit of taxable REIT subsidiaries

Equity in earnings loss of unconsolidated
joint

ventures

Income from continuing operations

Income from discontinued operations

Net income

Less Net loss attributable to the noncontrolling interest

Net income attributable to Inland Real Estate Corporation

Dividends on preferred shares

Net income attributable to common stockholders
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Impact of Recent Accounting Principles

The Financial Accounting Standards Board FASB issued ASU 2011-05 aimed at increasing the prominence of

comprehensive income in financial statements by requiring comprehensive income to be reported in either single statement or

in two consecutive statements reporting net income and comprehensive income ASU 2011-05 eliminates the option to report

comprehensive income and its components in the statement of changes in stockholders equity However ASU 2011-05 does

not change the U.S GAAP reporting requirements to report reclassification of items from comprehensive income to net income

on the face of the financial statements ASU 2011-05 requires retrospective application This guidance was required to be

implemented by us beginning January 2012 The impact cf the pronouncement did not have significant impact on our

consolidated financial statements as we have always disclosed the components of comprehensive income in single statement

along with net income

The FASB issued ASU 2011-10 to resolve the diversity in practice about whether previous guidance applies to parent that

ceases to have controlling financial interest in subsidiary that is in substance real estate as result of default on the

subsidiarys nonrecourse debt Under the amendments in this update when parent reporting entity ceases to have

controlling financial interest in subsidiary that is in substance real estate as result of default on the subsidiarys nonrecourse

debt the reporting entity should apply the guidance in Subtopic 360-20 to determine whether it should derecognize the in

substance real estate Generally reporting entity would not satisfy the requirements to derecognize the in substance real

estate before the legal transfer of the real estate to the lender and the extinguishment of the related nonrecourse indebtedness

Even if the reporting entity ceases to have controlling financial interest under Subtopic 810-10 the reporting entity would

continue to include the real estate debt and the results of the subsidiarys operations in its consolidated financial statements

until legal title to the real estate is transferred to legally satisfy the debt The impact of the pronouncement did not have an

impact on our consolidated financial statements as we have not surrendered control of any of our in substance real estate

investments

Inflation

Certain long term leases contain provisions to mitigate the adverse impact of inflation on our operating results Such

provisions include clauses entitling us to receive scheduled base rent increases and base rent increases based upon the

consumer price index In addition the majority of our leases require tenants to pay operating expenses including maintenance

real estate taxes insurance and utilities thereby reducing our exposure to increases in cost and operating expenses resulting

from inflation

Subsequent Events

Reference is made to Note 18 Subsequent Events to the accompanying consolidated financial statements for discussion of

our subsequent event disclosures which is incorporated into this Item Managements Discussion and Analysis of Financial

Condition and Results of Operations
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Item 7A Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

We may enter into derivative financial instrument transactions in order to mitigate our interest rate risk on related financial

instrument We may designate these derivative financial instruments as hedges and apply hedge accounting as the instrument

to be hedged will expose us to interest rate risk and the derivative financial instrument is designed to reduce that exposure

Gains or losses related to the derivative financial instrument would be deferred and amortized over the terms of the hedged

instrument If derivative terminates or is sold the gain or loss is recognized As of December 31 2012 we have two interest

rate swap contracts which were entered into as requirements under our secured mortgages

In December 2010 we entered into floating-to-fixed interest rate swap agreement with an original notional value of $60000

and maturity date of December 21 2020 associated with the debt secured by first mortgages on pool of eight investment

properties This interest rate swap fixed the floating LIBOR based debt under variable rate loan to fixed rate debt at an

interest rate of 3.627% per annum plus the applicable margin to manage the risk exposure to interest rate fluctuations or an

effective fixed rate of 6.027% per annum In December 2012 our joint venture with IPCC entered into floating-to-fixed

interest rate swap agreement with an original notional value of $9545 and maturity date of December 21 2022 associated

with the debt secured by first mortgage on the Dicks Sporting Goods property This interest rate swap fixed the floating

L1BOR based debt under variable rate loan to fixed rate debt at an interest rate of 1.885% per annum plus the applicable

margin to manage the risk exposure to interest rate fluctuations or an effective fixed rate of 4.385% per annum

Our exposure to market risk for changes in interest rates relates to the fact that some of our long-term debt bears interest at

variable rates These variable rate loans are based on LIBOR therefore fluctuations in LIBOR impact our results of

operations We seek to limit the impact of interest rate changes on earnings and cash flows and to lower our overall borrowing

costs by closely monitoring our variable rate debt and converting this debt to fixed rates when we deem such conversion

advantageous

Our interest rate risk is monitored using variety of techniques including periodically evaluating fixed interest rate quotes on

all variable rate debt and the costs associated with converting the debt to fixed rate debt Also existing fixed and variable rate

loans which are scheduled to mature in the next year or two are evaluated for possible early refinancing or extension based on

our view of the current interest rate environment The table below presents
the principal amount of the debt maturing each

year including monthly annual amortization of principal through December 31 2017 and thereafter and weighted average

interest rates for the debt maturing in each specified period The instruments the principal amounts of which are presented

below were entered into for non-trading purposes

Fair Value

2013 2014 2015 2016 2017 Thereafter Total

Fixedratedebt 91858 76397 20282 958 45816 150265 385576 398752

Weighted average

interestrate 5.41% 5.11% 6.50% 5.05% 5.13% 5.25%

Variable rate debt 14800 6200 115000 175000 50000 361000 359089

Weighted average

interest rate 3.21% 0.50% 2.16% 2.20% 3.50% 2.38%

Our ultimate exposure to interest rate fluctuations depends on the amount of indebtedness that bears interest at variable rates

the time at which the interest rate is adjusted the amount of the adjustment our ability to prepay or refinance variable rate

indebtedness fixed rate debt that matures and needs to be refinanced and hedging strategies used to reduce the impact of any

increases in rates

At December 31 2012 approximately $361000 or 48% of our debt bore interest at variable rates with weighted average

rate of 2.38% per annum An increase in the variable interest rates charged on debt containing variable interest rate terms

constitutes market risk 1.0% annualized increase in interest rates would have increased our interest expense by

approximately $3610 and $3348 for the years ended December 31 2012 and 2011 respectively

Equity Price Risk
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Equity price risk is the risk that we will incur economic losses due to adverse changes in equity prices Our exposure to

changes in equity prices results from our investment in securities At December 31 2012 our investment in securities

classified as available for sale totaled $7711 The carrying values of investments in securities subject to equity price risks are

based on quoted market prices as of the date of the applicable consolidated balance sheets Market prices are subject to

fluctuation and therefore the amount realized in the subsequent sale of an investment may significantly differ from the

reported market value Fluctuation in the market price of security may result from any number of factors including perceived

changes in the underlying fundamental characteristics of the issuer the relative price of alternative investments and general

market conditions Additionally amounts realized in the sale of particular security may be affected by the relative quantity of

the security being sold We do not engage in derivative or other hedging transactions to manage our equity price risk

Although it is difficult to project what factors may affect the prices of equity sectors and how much the effect might be 10%

increase or decrease in the fair value of our available-for-sale securities as of December 31 2012 and 2011 would change their

fair values by $771 and $1108 respectively
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders

Inland Real Estate Corporation

We have audited the accompanying consolidated balance sheets of Inland Real Estate Corporation the Company and

subsidiaries as of December 31 2012 and 2011 and the related consolidated statements of operations and

comprehensive income equity and cash flows for each of the years in the three-year period ended December 312012
In connection with our audits of the consolidated financial statements we also have audited the financial statement

schedule III These consolidated financial statements and financial statement schedule are the responsibility of the

Companys management Our responsibility is to express an opinion on these consolidated financial statements and

financial statement schedule based on our audits

We conducted our audits in accordance with the standards of the Public CompanyAccounting Oversight Board United
States Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the

financial statements are free of material misstatement An audit includes examining on test basis evidence supporting
the amounts and disclosures in the financial statements An audit also includes assessing the accounting principles

used and significant estimates made by management as well as evaluating the overall financial statement presentation
We believe that our audits provide reasonable basis for our opinion

In our opinion the consolidated financial statements referred to above present fairly in all material respects the

financial position of Inland Real Estate Corporation and subsidiaries as of December 312012 and 2011 and the results

of their operations and their cash flows for each of the years in the three-year period ended December 31 2012 in

conformity with U.S generally accepted accounting principles Also in our opinion the related financial statement

schedule when considered in relation to the basic consolidated financial statements taken as whole present fairly
in all material respects the information set forth therein

We also have audited in accordance with the standards of the Public CompanyAccounting Oversight Board United
States the Companys internal control over financial reporting as of December 31 2012 based on criteria established

in Internal Control Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission COSO and our report dated February 28 2013 expressed an unqualified opinion on the effectiveness

of the Companys internal control over financial reporting

Is KPMG LLP

Chicago Illinois

February 28 2013
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Stockholders

Inland Real Estate Corporation

We have audited Inland Real Estate Corporations the Company internal control over financial reporting as of

December 31 2012 based on criteria established in Internal Control Integrated Framework issued by the Committee

of Sponsoring Organizations of the Treadway Commission COSO The Companys management is responsible for

maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal

control over financial reporting included in the accompanying Managements Annual Report on Internal Control Over

Financial Reporting Our responsibility is to express an opinion on the Companys internal control over financial

reporting based on our audit

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board United

States Those standards require that we plan and perform the audit to obtain reasonable assurance about whether

effective internal control over financial reporting was maintained in all material respects Our audit included obtaining

an understanding of internal control over financial reporting assessing the risk that material weakness exists and

testing and evaluating the design and operating effectiveness of internal control based on the assessed risk Our audit

also included performing such other procedures as we considered necessary in the circumstances We believe that our

audit provides reasonable basis for our opinion

companys internal control over financial reporting is process designed to provide reasonable assurance regarding

the reliability of financial reporting and the preparation of financial statements for external purposes in accordance

with generally accepted accounting principles companys internal control over financial reporting
includes those

policies and procedures that pertain to the maintenance of records that in reasonable detail accurately and fairly

reflect the transactions and dispositions of the assets of the company provide reasonable assurance that transactions

are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting

principles and that receipts and expenditures of the company are being made only in accordance with authorizations

of management and directors of the company and provide reasonable assurance regarding prevention or timely

detection of unauthorized acquisition use or disposition
of the companys assets that could have material effect on

the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements

Also projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become

inadequate because of changes in conditions or that the degree of compliance with the policies or procedures may

deteriorate

In our opinion the Company maintained in all material respects effective internal control over financial reporting as

of December 312012 based on criteria established in Internal Control Integrated Framework issued by the Committee

of Sponsoring Organizations of the Treadway Commission

We also have audited in accordance with the standards of the Public Company Accounting Oversight Board United

States the consolidated balance sheets of the Company and subsidiaries as of December 31 2012 and 2011 and the

related consolidated statements of operations and comprehensive income equity and cash flows for each of the years

in the three-year period ended December 31 2012 and our report dated February 28 2013 expressed an unqualified

opinion on those consolidated financial statements

Is KPMG LLP

Chicago Illinois

February 28 2013
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INLAND REAL ESTATE CORPORATION
Consolidated Balance Sheets

December 31 2012 and 2011

In thousands except per share data

December 31 2012 December 312011

Assets

Investment properties

Land 313261 314384

Construction in progress 20837 1669

Building and improvements 957 794 9S0421

1291892 1266474

Less accumulated depreciation 329 997 323 839

Net investment properties 961895 942635

Cashandcasheqwvalents 18505 7751

Investment in securities
8711 12075

Accounts receivable net 25076 29582

Mortgages receivable
12955 515

Investment in and advances to unconsolidated joint ventures 129196 101670

Acquired lease intangibles net 41.692 31948

Deferredcostsnet 19436 18760

Other assets 25939 14970

Total assets
1243405 1159906

Liabilities

Accounts payable and accrued expenses 36918 33 165

Acquired below market lease intangibles net 12976 11147

Distributions payable 4606 4397

Mortgages payable 412361 391202

Unsecured credit facilities 305 000 280 000

Convertible notes 28327 27863

Otherliabilities 33014 21719

Total liabilities
833202 769493

Stockholders Eqwty

Preferred stock $0.01 par value 12000 Shares authorized 4400 and 2000 8.125% Series Cumulative

Redeemable shares with $25.00 per share Liquidation Preference issued and outstanding at

December 312012 and 2011 respectively 110000 50000

Common stock $001 par value 500 000 Shares authorized 89366 and 88992 Shares issued and
outstanding at December 31 2012 and 2011 respectively 894 890

Additional paid-in capital net of offering costs of $70238 and $67753 at December31 2012 and 2011
respectively

784139 783211

Accumulated distributions in excess of net income 476185 435201

Accumulated comprehensive loss 9269 7400

Total stockholders eqwty 409 579 391 500

Noncontrolling interest 624 1087

Total equity 410203 390i1l3

Total liabilities and equity 1243405 1159906

The accompanying notes are an integral part of these financial statements
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INLAND REAL ESTATE CORPORATION
Consolidated Balance Sheets

December 31 2012 and 2011

In thousands except per share data

The following table presents certain assets and liabilities of consolidated variable interest entities VIEs which are included

in the Consolidated Balance Sheets above as of December 31 2012 There were no consolidated VIE assets and liabilities as of

December 31 2011 The assets in the table below include only those assets that can be used to settle obligations of

consolidated VIEs The liabilities in the table below include third-party liabilities of consolidated VIEs only and exclude

intercompany balances that eliminate in consolidation Reference is made to footnote of this Annual Report on Form 10-K

for additional information related to the deconsolidation of the VIE assets and liabilities

December 31 2012

Assets of consolidated VIEs that can only be used to settle obligations of consolidated VIEs

Investment properties

15577

Building and improvements
40390

55967

Less accumulated depreciation
144

Net investment properties
55823

Acquired lease intangibles net 8089

Other assets
500

Total assets of consolidated VIEs that can only be used to settle obligations of consolidated VIEs 64412

Liabilities of consolidated VIEs for which creditors or beneficial interest holders do not have recourse to the general credit of the

Company

Accounts payable and accrued expenses
82

Acquired below market lease intangibles net
806

Mortgages payable
33085

Other liabilities
750

Total liabilities of consolidated VIEs for which creditors or beneficial interest holders do not have recourse to the general credit of the

Company
34723

The accompanying notes are an integral part of these financial statements
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INLAND REAL ESTATE CORPORATION
Consolidated Statements of Operations and Comprehensive Income

For the years ended December 31 2012 2011 and 2010

In thousands except per share data

Revenues

Rental income

Tenant recoveries

Other property income

Pee income from unconsolidated joint ventures

Total revenues

Expenses

Property operating expenses

Real estate tax expense

Depreciation and amortization

Piovision for asset impairment

General and administrative expenses

Total expenses

Operating income

Other income

Loss on sale of investment properties

Gain loss from change in control of investment properties

Gain on sale ofjoint venture interest

Cain on extinguishment of debt

Interest expense

Income before incOme tax benefit expense of taxable REIT subsidiaries equity in earnings

loss of unconsolidated joint ventures and discontinued operations

Income tax benefit expense of taxable REIT subsidiaries

Equity in earnings loss of unconsolidated joint ventures

Income loss from continuing operations

income from discontinued operations

Net income loss

Less Net income loss attributable to the noncontrolling interest

Net income loss attributable to Inland Real Estate Corporation

Dividends on preferred shares

Net income loss attributable to common stockholders

Basic and diluted earnings attributable to common shares per weighted average common

Income loss from continuing operations

Income from discontinued operations

Net income loss attributable to common stockholders per weighted average common share

basic and diluted

Weighted average number of common shares outstanding basic

Weighted average number of common shares outstanding diluted

Comprehensive income

Net income loss attributable to common stockholders

Unrealized gain loss on investment securities

Reversal of unrealized gain to realized gain on investment securities

Unrealized loss on derivative instnnnents

Comprehensive income loss

2012 2011 2010

114657 116909 114346

37021 38965 4Z144

2409 1940 1987

5757 O27
_______________

159844 163841 162055

27339 30353

27969 3115

49477 43375

5223 1I90

17552 14656 13735

124475 124664
______________

35369 39177 24287

3633 2438 4$63

23

l8

766

35680 41579 36051

5173 853

6346 632 719

2875 8124 a36
14394 7490 1231

3298 436 Z5
17692 7054 1524

67 130 306

17759 7184 1218

7910 948

9849 8132 1218

0.07 0.09 0.02

0.04 th03

0.11 0.09 0.01

89006 88530 8$951

89161 88530 85951

9849 8132 1218

804 1053 1349

1038 1191 2080

1635 630 2O3
7980 16680 1344

The accompanying notes are an integral part of these fmancial statements
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29272

55036

1400
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INLAND REAL ESTATE CORPORATION
Consolidated Statements of Equity

For the years ended December 31 2012 2011 and 2010

In thousands except per share data

2012 2011 2010

Number of shares

Balance at beginning of year 88992 87.838 84560

Shares issued from DRP 225 299 309

Cancelled restricted shares

Exercise of stock options

Issuance of shares 148 855 2969

Balance at end of year 89366 88992 87838

Preferred Stock

Balance at beginning of year 50000

Issuance of shares 60000 50000

Balance at end of year 110000 50000

Common Stock

Balance at beginning of year 890 878 846

Proceeds from DRP

Issuance of shares 29

Balance at end of year 894 890 878

Additional Paid-in capital

Balance at beginning of year 783211 775348 749156

Proceeds from DRP 1873 2485 2604

Deferred stock compensation 655 80 48

Amortization of debt issue costs 32 42 330

Exercise of stock options

Issuance of preferred shares 938

Issuance of conunon shares 1218 7838 24720

Offering costs 2485 2431 850

Balance at end of year 784139 783211 775348

Accumulated distributions in excess of net income

Balance at beginning of year 435201 376480 328690

Net income loss attributable to Inland Real Estate Corporation 17759 7184 1218

Dividends on preferred shares 7910 948

Distributions declared common 50833 50589 49008

Balance at end of year 476185 435201 376480

Accumulated other comprehensive income loss

Balance at beginning of year 7400 1148 3710

Unrealized gain loss on investment securities 804 1053 1549

Reversal of unrealized gain to realized gain on investment securities 1038 1191 2.080

Unrealized loss on derivative instruments 1635 6304 2031

Balance at end of year 9269 7400 1148

Noncontrolling interest

Balance at beginning of year 1087 104 1693

Net income loss attributable to noncontrolling interest 67 130 306

Contributions from noncontrolling interest 9220 25 25

Purchase of noncontrolling interest 735 1218

Distributions to noncontrolling interest 7442 611 702

Balance at end of year 624 1087 104

Total equity 410203 390413 400998

The accompanying notes are an integral part of these financial statements
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INLAND REAL ESTATE CORPORATION
Consolidated Statements of Cash Flows

For the years ended December 31 2012 2011 and 2010

In thousands

Cash flows from operating activities

Net income loss

Adjustments to reconcile net income loss to net cash provided by operating activities

2012 2011 2010

17692 7054 1524

Provision for asset impairment

Depreciation and amortization

Amortization of deferred stock compensation

Amortization on-acquired above/below market leases and lease inducments

Gain on sale of investment properties

Income from assumption of investment property

Gain loss from change in control of investment properties

Loss on land condemnation

Gain on extinguishment of debt

Realized gain on investment securities net

Equity in earnings loss of unconsolidated ventures

Gain on sale ofjoint venture interest

Straight line rent

Amortization of loan fees

Amortization of convertible note discount

Distributions from unconsolidated joint ventures

Changes in assets and liabilities

Restricted cash

Accounts receivable and other assets net

Accounts payable and accrued expenses

Prepaid rents and other liabilities

Net cash provided by operating activities

Cash flows from investing activities

Restricted cash

Proceeds from sale of interest in joint venture net

Purchase of investment securities

Sale of investment securities

Purchase of investment properties

Additions to investment properties net of accrued additions

Proceeds from sale of mvestment properties net

Proceeds from land condemnation

Proceeds from change in control of investment properties

Distributions from unconsolidated joint ventures

Investment in unconsolidated joint ventures

Funding of mortgages receivable

Repayments of mortgages receivable

Payment of leasing fees

Net caab used in investing activities

8064 18l90

50987 45548

80 48

336 158

509 850

890

1400 5018

259

1481

1264 2352

8124 4365

1366 4555

1562 1579

3668 2420

1332 1384 361

10334 6439 3089

10711 2715 2861

429 3340 3i83

68955 63274 59523

The accompanying notes are an iritegral part of these fmancial statements
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766
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3042
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1288

1146

1426

904

2431 20 2641

29853 62929 35461

2739 5638 1885

7270 2637 4698

242711 125604 102478

24447 40775 23470

43596 10796 46868
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499 11886

34942 8831 10386
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INLAND REAL ESTATE CORPORATION
Consolidated Statements of Cash Flows

For the years ended December 31 2012 2011 and 2010

In thousands

2012 2011 2010

Cash flows frn financing activties

Proceeds from the DRP 1875 2489 2607

Proceeds from exercise of stock options

Issuance of shares net of offering costs 59673 55415 23899

Purchase of noncontrolling interest net 710 1193

Loan proceeds 144873 93321 187512

Payoff of debt 36615 66440 179829

Proceeds from term loan 25000 50000 10000

Proceeds from the unsecured line of credit Ihaility 177000 231425 187000

Repayments on the unsecured line of credit facility 177000 196425 187000

Repayments on convertible notes 82648 15483

Loan fees 3100 3187 7318

Distributions paid 58534 51279 48885

Distributions to noncontrolling interest partners 7442 611 702

Contributions to noncontrolling interest 100

Margin loan payable 1403

Other current liabilities 1403 5451

Net cash provided by used in financing activities 124434 32762 23941

Net increase decrease in cash and cash equivalents 10754 5815 6847

CashandeasheuivalensatbeginnlngfYear 7751 1566 6719

Cash and cash equivalents at end of year 18505 7751 13566

Supplemental disclosure of cash flow information

Cash paid for interest net of capitalized interest 27481 36502 30088

Non-cash accrued additions to investment properties 1986 3454 963

Non-cash investing activities

Investnentptopes1ies 9120

Noncontrolling interest 9120

_______ _______

The accompanying notes are an integral part of these financial statements
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INLAND REAL ESTATE CORPORATION
Notes to Consolidated Financial Statements

December 31 2012

Organization and Basis of Accounting

Inland Real Estate Corporation the Company Maryland corporation was formed on May 12 1994 The Company is

publicly held real estate investment trust REIT that owns operates and develops directly or through its unconsolidated

entities open-air neighborhood community and power shopping centers and single tenant retail properties located primarily in

Midwest markets Through wholly-owned subsidiaries Inland Commercial Property Management Inc and Inland TRS

Property Management Inc the Company manages all properties it owns interests in and properties managed for certain third

party and related party entities

All amounts in these footnotes to the consolidated financial statements are stated in thousands with the exception of per share

amounts square foot amounts number of properties number of states number of leases and number of employees

The preparation of consolidated financial statements in conformity with U.S generally accepted accounting principles U.S
GAAP requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and

disclosure of contingent assets and liabilities at the date of the consolidated financial statements and the reported amounts of

revenues and
expenses during the reporting periods Actual results could differ from those estimates

The accompanying consolidated financial statements of the Company include the accounts of its wholly-owned subsidiaries and

consolidated joint ventures The consolidated results of the Company include the accounts of Inland Ryan LLC Inland Ryan

Cliff Lake LLC and IRC-IREX Venture II LLC The Company has determined that the interests in these entities are

noncontrolling interests to be included in permanent equity separate from the Companys shareholders equity in the

consolidated balance sheets and statements of equity Net income or loss related to these noncontrolling interests is included in

net income or loss in the consolidated statements of operations and comprehensive income

The Company considers all demand deposits money market accounts and investments in certificates of deposit and repurchase

agreements purchased with maturity of three months or less at the date of purchase to be cash equivalents The Company
maintains its cash and cash equivalents at fmancial institutions The combined account balances at one or more institutions

periodically exceed the Federal Depository Insurance Corporation FDIC insurance coverage and as result there is

concentration of credit risk related to amounts on deposits in excess of FDIC insurance coverage However the Company does

not believe the risk is significant based on its review of the rating of the institutions where its cash is deposited FDIC

insurance currently covers up to $250000 per depositor at each insured bank

Accounting Policies

Consolidation

The Company consolidates the operations of joint venture if it determines that the Company is the primary beneficiary of the

joint venture which management has determined to be VIE in accordance with ASC 810 The primary beneficiary is the

party that has controlling financial interest in the VIE which is defined by the entity having both of the following

characteristics the power to direct the activities that when taken together most significantly impact the VIEs performance

and the obligation to absorb losses or right to receive the returns from the VIE that would be significant to the VIE There

are significant judgments and estimates involved in determining the primary beneficiary of VIE or the determination of who
has control and influence of the entity When the Company consolidates VIE the assets liabilities and results of operations of

the VIE are included in our consolidated financial statements and all inter-company transactions are eliminated

In instances where the Company is not the primary beneficiary of VIE the Company uses the equity method of accounting

Under the equity method the operations of joint venture are not consolidated with the Companys operations Instead the

Companys share of operations is reflected as equity in earnings loss of unconsolidated joint ventures on the consolidated

statements of operations and comprehensive income Additionally the Companys net investment in the joint venture is

reflected as investment in and advances to joint venture as an asset on the consolidated balance sheets

Capitalization and Depreciation

Depreciation expense is computed using the straight-line method Building and improvements are depreciated based upon

estimated useful lives of each asset type The Company accounts for tenant allowances as tenant improvements Tenant

improvements are depreciated over the life of the related lease
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Notes to Consolidated Financial Statements
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Acquired above and below market leases are amortized on straight-line basis over the life of the related leases as an

adjustment to rental income Acquired in-place leases and customer relationship values are amortized over the life of the

related leases as component of amortization expense

Leasing fees areamortized on straight-line basis over the life of the related lease Loan fees are amortized on straight-line

basis over the life of the related loan which approximate the effective interest method Leasing fees and loan fees are presented

in the accompanying consolidated balance sheets as deferred costs Deferred costs are presented net of accumulated

amortization of $6945 and $6538 for the years ended December 31 2012 and 2011 respectively

The Company expenses acquisition costs for investment property acquisitions accounted for as business combinations to

record the ftjuisition at its fair value

Acquisition and Disposition of Investment Properties

The Company allocates the purchase price of each acquired investment property between land building and improvements

other intangibles including acquired above market leases acquired below market leases customer relationships and acquired

in-place leases and any liabilities assumed including debt that is recorded at fair value taking into consideration any above or

below market terms Purchase price allocations are based on our estimates The value allocated to land as opposed to building

affects the amount of depreciation the Company records If more value is attributed to land depreciation expense is lower than

if more value is attributed to building and improvements In some circumstances the Company engages independent real estate

appraisal firms to provide market information and evaluations that are relevant to its purchase price allocations however the

Company is ultimately responsible for the purchase price allocations The Company determines whether any financing

assumed is above or below market based upon comparison to similar financing terms for similar investment properties

Amortization pertaining to the above market lease intangibles of $1314 $832 and $712 was recorded as reduction to rental

income for the years ended December 31 2012 2011 and 2010 respectively Amortization pertaining to the below market

lease intangibles of $1888 $1202 and $608 was recorded as an increase to rental income for the years ended December 31

2012 2011 and 2010 respectively The Company incurred amortization expense pertaining to acquired in-place lease

intangibles of $8776 $6540 and $4356 for the years
ended December 31 2012 2011 and 2010 respectively In the

accompanying consolidated balance sheets acquired lease intangibles is presented net of accumulated amortization of $16139

and $12686 for the years ended December 31 2012 and 2011 respectively and acquired below market lease intangibles are net

of accumulated amortization of $3739 and $2980 for the years
ended December 31 2012 and 2011 respectively The table

below presents the amounts to be recorded for the amortization of intangibles over the next five years

Amortization of Above Amortization of Below

Market Lease Market Lease Amortization of In

Year Intangibles Intangibles Place Lease Intangibles Total

2013 1206 1079 6181 6308

2014 1100 943 5476 633

2015 1000 872 3714 3842

2016 758 788 2576 2546

2017 615 737 2347 2225

Thereafter 1608 8557 15111 8162

Total 6287 12976 35405 28716

In determining whether to classif an asset as held for sale the Company considers whether management has committed to

plan to sell the asset ii the asset is available for immediate sale in its present condition iiithe Company has initiated

program to locate buyer iv the Company believes that the sale of the asset is probable the Company has received

significant non-refundable deposit for the purchase of the property vi the Company is actively marketing the asset for sale at

price that is reasonable in relation to its current value and vii actions required for the Company to complete the plan

indicate that it is unlikely that any significant changes will be made to the plan

If all of the above criteria are met the Company classifies the asset as held for sale On the day that these criteria are met the

Company suspends depreciation on the assets held for sale including depreciation for tenant improvements and additions as

well as on the amortization of acquired in-place leases and customer relationship values The assets held for sale are recorded

at the lower of their carrying amount or fair value less costs to sell The assets and liabilities associated with those assets that
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are held for sale are classified separately on the consolidated balance sheets for the most recent reporting period Additionally

the operations for the periods presented are classified on the consolidated statements of operations and comprehensive income

as discontinued operations for all periods presented

Revenue Recognition

Rental income is recognized on straight-line basis over the term of each lease The difference between rental income earned

on straight-line basis and the cash rent due under provisions of the lease agreements is recorded as deferred rent receivable

and is included as component of accounts and rents receivable in the accompanying consolidated balance sheets

The Company accrues lease termination income if there is signed termination agreement all of the conditions of the

agreement have been met and the tenant is no longer occupying the property Upon early lease termination the Company

provides for losses related to unrecovered intangibles and other assets

As lessor the Company defers the recognition of contingent rental income such as percentage/excess rent until the specified

target that triggered the contingent rental income was achieved

Impairment ofAssets

The Company assesses the carrying values of its investment properties whenever events or changes in circumstances indicate

that the carrying amounts of these investment properties may not be fully recoverable Recoverability of the investment

properties is measured by comparison of the carrying amount of the investment property to the estimated future undiscounted

cash flows In order to review the Companys investment properties for recoverability the Company considers current market

conditions as well as its intent with respect to holding or disposing of the asset Fair value is determined through various

valuation techniques including discounted cash flow models quoted market values and third party appraisals where

considered necessary If the Companys analysis indicates that the carrying value of the investment property is not recoverable

on an undiscounted cash flow basis the Company recognizes an impairment charge for the amount by which the carrying value

exceeds the current estimated fair value of the real estate property

The Company estimates the future undiscounted cash flows based on managements intent as follows for real estate

properties that the Company intends to hold long-term including land held for development properties currently under

development and operating buildings recoverability is assessed based on the estimated future net rental income from operating

the property ii for real estate properties that the Company intends to sell including land parcels properties currently under

development and operating buildings recoverability is assessed based on estimated proceeds from disposition that are estimated

based on future net rental income of the property and expected market capitalization rates and iiifor costs incurred related to

the potential acquisition or development of real estate property recoverability is assessed based on the probability that the

acquisition or development is likely to occur as of the measurement date

The use of projected future cash flows is based on assumptions that are consistent with the Companys estimates of future

expectations and the strategic plan it uses to manage its underlying business However assumptions and estimates about future

cash flows discount rates and capitalization rates are complex and subjective Changes in economic and operating conditions

and the Companys ultimate investment intent that occur subsequent to our impairment analysis could impact these assumptions

and result in future impairment charges of our real estate properties

The Company also reviews its investments in unconsolidated entities When circumstances indicate there may have been loss

in value of an equity method investment the Company evaluates the investment for impairment by estimating its ability to

recover its investments from future expected cash flows If the Company determines the loss in value is other than temporary

the Company will recognize an impairment charge to reflect the investment at fair value The use of projected future cash flows

and other estimates of fair value the determination of when loss is other than temporary and the calculation of the amount of

the loss is complex and subjective Use of other estimates and assumptions may result in different conclusions Changes in

economic and operating conditions that occur subsequent to the Companys review could impact these assumptions and result

in future impairment charges of its equity investments

During the years ended December 31 2012 and 2011 the Company recorded $722 and $2841 respectively of impairment

charges related to three consolidated investment properties Riverplace Center Grand Traverse Crossing and 10th Street Center

located in Indianapolis Indiana The Company had explored the disposition of these properties and determined that due to the

decrease in our estimated hold period the expected undiscounted cash flows related to these properties no longer supported

their current carrying values For each property letter of intent or contract for sale had been signed at price below the
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properties current carrying value indicating reduction in the propertys carrying value Therefore the Company wrote these

properties down to their fair value During the year ended December 31 2011 the Company estimated the impairment loss

related to Grand Traverse Crossing and 0th Street Center and recorded the appropriate adjustment Both properties were sold

in 2012 and required further impairment adjustment No impairment charges related to consolidated investment properties

were recorded during the year
ended December 31 2010

Convertible Notes

The Company accounts for its convertible notes by separately accounting for the debt and equity components of the notes The

value assigned to the debt component is the estimated fair value of similar bond without the conversion feature which results

in the debt being recorded at discount The debt is subsequently accreted to its par
value over the conversion period with rate

of interest being reflected in earnings that reflects the market rate at issuance The Company initially recorded $9412 to

additional paid in capital on the accompanying consolidated balance sheets to reflect the equity portion of the convertible

notes The debt component is recorded at its fair value which reflects an unamortized debt discount The total principal

amount outstanding was $29215 as of December 31 2012 and 2011

Fair Value Measurements

The fair value of debt is the amount at which the instrument could be exchanged in current transaction between willing

parties The fair value of the Companys debt is estimated to be $359089 for debt which bears interest at variable rates and

$398752 for debt which bears interest at fixed rates The Company estimates the fair value of its debt by discounting the future

cash flows of each instrument at rates currently offered for similardebt instruments of comparable maturities by the Companys

lenders The Company has not elected the fair value option with respect to its debt The disclosure is included to provide

information regarding the inputs used to determine the fair value of the outstanding debt in accordance with existing

accounting guidance and is not presented in the accompanying consolidated balance sheets at fair value

Offering Costs

Offering costs are offset against the Stockholders equity accounts Offering costs consist principally of printing legal selling

and registration costs

Accounts and Mortgages Receivable

The Company periodically reviews the collectability of outstanding receivables Allowances are taken for those balances that

the Company has reason to believe will be uncollectable including amounts relating to straight-line rent receivables As of

December 31 2012 and 2011 the Company had recorded approximately $4108 and $2854 respectively as an allowance for

uncollectable accounts on the accompanying consolidated balance sheets

mortgage receivable is considered impaired if it is probable that the Company will not collect all principal and interest

contractually due The impairment loss is calculated by comparing the recorded investment to the value determined by

discounting the expected future cash flows at the loans effective interest rate or to the fair value of the underlying collateral

less costs to sell if the loan is collateral dependent The Company does not accrue interest when note is considered impaired

When ultimate collectability of the principal balance of the impaired note is in doubt all cash receipts on the impaired note are

applied to reduce the principal amount of the note until the principal has been recovered and are recognized as interest income

thereafter As of December 31 2012 and 2011 the Company had mortgages receivable of $12955 and $515 respectively

Based upon the Companys judgment its mortgages receivable were not impaired as of December 31 2012

Derivatives

The Company may enter into derivative financial instrument transactions in order to mitigate its interest rate risk on related

financial instrument The Company may designate these derivative financial instruments as hedges and apply hedge

accounting as the instrument to be hedged will expose
it to interest rate risk and the derivative financial instrument is designed

to reduce that exposure The Company entered into an interest rate swap contract to limit its exposure to variable interest rates

These derivative instruments were designated as cash flow hedges and therefore qualify for hedge accounting The effective

portion of the derivatives gain or loss is initially reported as component of comprehensive income and subsequently

reclassified into earnings when the transaction affects earnings The ineffective portion of the gain or loss is reported in

earnings immediately

Noncontrolling Interests
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The Company includes the accounts of all entities in which it holds controlling financial interest in its consolidated financial

statements controlling financial interest was typically attributable to the entity with majority voting interest However

controlling financial interests may be achieved through arrangements that do not involve voting interests The controlling

financial interest is held by the entity that will absorb majority of the entitys expected losses receives majority of the

entitys expected residual returns or both

noncontrolling interest is the portion of equity net assets in subsidiary not attributable directly or indirectly to parent

The ownership interests in the subsidiary that are held by owners other than the parent are noncontrolling interests Such

noncontrolling interests are reported on the consolidated balance sheets within equity separately from the Companys equity

On the consolidated statements of operations and comprehensive income revenues expenses and net income or loss from less-

than-wholly-owned subsidiaries are reported at the consolidated amounts including both the amounts attributable to the

Company and noncontrolling interests Consolidated statements of equity are included for both quarterly and annual financial

statements including beginning balances activity for the period and ending balances for shareholders equity noncontrolling

interests and total equity

Recent Accounting Principles

The Financial Accounting Standards Board FASB issued ASU 2011-05 aimed at increasing the prominence of

comprehensive income in financial statements by requiring comprehensive income to be reported in either single statement or

in two consecutive statements reporting net income and comprehensive income ASU 2011-05 eliminates the option to report

comprehensive income and its components in the statement of changes in stockholders equity However ASU 2011-05 does

not change the U.S GAAP reporting requirements to report reclassification of items from comprehensive income to net income

on the face of the financial statements ASU 2011-05 requires retrospective application This guidance was required to be

implemented by us beginning January 2012 The impact of the pronouncement did not have significant impact on the

Companys consolidated fmancial statements as the Company has always disclosed the components of comprehensive income

in single statement along with net income

The FASB issued ASU 2011-10 to resolve the diversity in practice about whether previous guidance applies to parent that

ceases to have controlling financial interest in subsidiary that is in substance real estate as result of default on the

subsidiarys nonrecourse debt Under the amendments in this update when parent reporting entity ceases to have

controlling financial interest in subsidiary that is in substance real estate as result of default on the subsidiarys nonrecourse

debt the reporting entity should apply the guidance in Subtopic 60-20 to determine whether it should derecognize the in

substance real estate Generally reporting entity would not satisfy the requirements to derecognize the in substance real estate

before the legal transfer of the real estate to the lender and the extinguishment of the related nonrecourse indebtedness Even if

the reporting entity ceases to have controlling financial interest under Subtopic 810-10 the reporting entity would continue to

include the real estate debt and the results of the subsidiarys operations in its consolidated financial statements until legal title

to the real estate is transferred to legally satisfy the debt The impact of the pronouncement did not have an impact on the

Companys consolidated fmancial statements as the Company has not surrendered control of any of its in substance real estate

investments

Investment Securities

At December 31 2012 and 2011 investment in securities includes $7711 and $11075 respectively of perpetual preferred

securities and common securities classified as available-for-sale securities which are recorded at fair value In addition $1000
in each period of preferred securities are recorded at cost The Company determined that these securities should be held at cost

because the fair value is not readily determinable and there is no active market for these securities

Unrealized holding gains and losses on available-for-sale securities are excluded from earnings and reported as separate

component of comprehensive income until realized The Company has recorded net unrealized gain of $762 and $997 on the

accompanying consolidated balance sheets as of December 31 2012 and 2011 respectively Realized gains and losses from the

sale of available-for-sale securities are determined on specific identification basis Sales of investment securities available

for-sale during the years ended December 31 2012 2011 and 2010 resulted in gains on sale of $1401 $1264 and $2352
respectively which are included in other income in the accompanying consolidated statements of operations and

comprehensive income Dividend income is recognized when received
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The Company evaluates its investments for impairment quarterly The Companys policy for assessing near term recoverability

of its available for sale securities is to record charge against net earnings when the Company determines that decline in the

fair value of security drops below the cost basis and it believes it to be other than temporary No impairment losses were

required or recorded for the years ended December 31 2012 2011 and 2010

Gross unrealized losses on investment securities and the fair value of the related securities aggregated by investment category

and length of time that individual securities have been in continuous unrealized loss position at December 31 2012 were as

follows

Less than 12 months 12 months or longer Total

Unrealized Unrealized Unrealized

Description of Securities Fair Value Losses Fair Value Losses Fair Value Losses

REIT Stock 195 14 195 21

NonREITStock 419 175 419 175

Unconsolidated Joint Ventures

General Joint Venture Discussion

Unconsolidated joint ventures are those where the Company does not have controlling financial interest in the joint venture or

is not the primary beneficiary of variable interest entity The Company accounts for its interest in these ventures using the

equity method of accounting The Companys profit/loss allocation percentage and related investment in each joint venture is

summarized in the following table

Investment In and Investment In and

advances to advances to

Companys ProfltJLos unconsolidated joint unconsolidated joint

Allocation Percentage at ventures at ventures at

Jelot Venture Entity
December 31 2012 December 312012 December 31 2011

IN Retail Fund LLC 50% 18007 18304

Oak Property and Casualty 20% 1494 1464

TMK/Jnland Aurora Venture LLC 40% 2088 2320

PTIBoiaeLLPTl Westfield LLCc 85% 11507 11100

INPRetaiILPd 55% 91438 67715

IRC1REX Venture LLC 4662 767

Investment in and advances to unconsolidated joint ventures 129196 101670

Joint venture with New York State Teachers Retirement System NYSTRS
The profit/loss

allocation percentage is allocated after the calculation of the Companys preferred return

Joint venture with Pine Tree Institutional Realty LLC Pine Tree

Joint venture with PGGM Private Real Estate Fund PGGM
Joint venture with Inland Private Capital Corporation IPCC Investment in balance represents the Companys share of the tenant in common

TIC or Delaware Statutory Trust DST interests

The Companys profit/loss allocation percentage varies based on the ownership interest it hold in the entity that owns particular property that is in

the process of selling ownership interest to outside investors

The unconsolidated joint ventures had total outstanding debt in the amount of $460116 total debt not the Companys pro rata

share at December 31 2012 that matures as follows
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Joint Venture Entity 2013 2014 2015 2016 2017

IN Retail Fund LLC 31599 11538 22000 8000 100435 173572

PTI Boise LLC 2700

P11 Westfield LLC 6045 6045

INPRetaiILP 5800 26619 213633 24602
IRC/IREX Venture II LLC 5850 25897 31747

Total unconsolidated joint venture debt 37644 27800 8000 9963

The IN Retail Fund joint venture expects to repay the maturing debt as it matures The Companys pro rata share of the repayments will be funded

using available cash and/or draws on its line of credit facility The P11 Westfield joint venture will attempt to extend or restructure this joint venture

debt as it has done in the past although there is no assurance that the Company or its joint venture partner will be able to restructure this debt on

tenns and conditions the Company find acceptable if at all

The Company is the lender to the joint venture

This loan matures in December 2013 The Company has guaranteed approximately $800 of this outstanding loan

The Company has guaranteed approximately $800 of unconsolidated joint venture debt as of December 31 2012 The

guarantee is in effect for the entire term of the loan as set forth in the loan documents The Company is required to pay on

guarantee upon the default of any of the provisions in the loan documents unless the default is otherwise waived The

Company is required to estimate the fair value of the guaranlee and if material record corresponding liability The Company
has determined that the fair value of the guarantee is immaterial as of December 31 2012 and accordingly has not recorded

liability related to the guarantees on the accompanying consolidated balance sheets

The Company earns fees for providing property management leasing and acquisition activities to its joint ventures The

Company recognizes fee income equal to the Companys joint venture partners share of the expense or commission which is

reflected as fee income from unconsolidated joint ventures in the accompanying consolidated statements of operations and

comprehensive income Fee income earned for the years ended December 31 2012 2011 and 2010 are reflected in the table

below

Joint Venture with December 312012

PGGM 1966

NYSTRS 1133

IPCC 2646

Other

Fee income from unconsolidated joint ventures

Joint Venture with PGGM

12

5757

Decembe312OflfleUO
831 226

1116

4048 2119

6027 3578

The fee income from the joint venture with PGGM has increased each year due to the increase in assets under management
The fee income from the joint venture with IPCC decreased during the year ended December 31 2012 due to acquisition fees

earned in conjunction with the sales of ownership interests in the properties available for sale during each period

The operations of properties contributed to the joint ventures by the Company are not recorded as discontinued operations

because of the Companys continuing involvement with these investment properties Differences between the Companys
investment in the joint ventures and the amount of the underlying equity in net assets of the joint ventures are due to basis

differences resulting from the Companys equity investment recorded at its historical basis versus the fair value of certain of the

Companys contributions to the joint venture Such differences are amortized over depreciable lives of the joint venture

property assets During the years ended December 31 2012 2011 and 2010 the Company recorded $3478 $2140 and

$1634 respectively of amortization of this basis difference

The Companys proportionate share of the earnings or losses related to its unconsolidated joint ventures is reflected as equity in

earnings loss of unconsolidated joint ventures on the accompanying consolidated statements of operations and comprehensive

income

On June 2010 the Company formed joint venture with P0GM leading Dutch pension fund administrator and asset

manager In conjunction with the formation the joint venture established two separate REIT entities to hold title to the

properties included in the joint venture In April 2012 the Company substantially completed the overall acquisition goals of
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this joint venture Pursuant to the joint venture agreement the Company contributed assets from its consolidated portfolio
and

PGGM contributed their share of the equity of the properties contributed by the Company and equity for new acquisitions that

were identified This joint venture may acquire up to $270000 of grocery-anchored and community retail centers located in

Midwestern U.S markets The equity contributed by PGGM related to properties contributed by the Company was held in the

joint venture and used as the Companys equity contribution towards future acquisitions

On October 2012 the Company and P0GM entered into First Amendment the Amendment to the Limited Partnership

Agreement Subject to the terms and conditions of the Amendment the partners
increased the maximum contribution

obligation to allow for the acquisition of an additional $400000 of grocery-anchored and community retail centers located in

Midwestern U.S markets using partner equity and secured debt The Amendment increases the Companys maximum total

contribution from approximately $160000 to $280000 PGGMs maximum total equity contribution has been increased from

approximately $130000 to $230000

As of December 31 2012 PGGMs remaining maximum commitment was approximately $88900 and the Companys was

approximately $107300 The table below presents investment property contributions to and acquisitions by the joint venture

during the years
ended December 31 20122011 and 2010

PGGMs Companys
Gross Contributed Contributed

Date Property City State Value Equity Equity

12/11/2012 Westgate Shopping Center Fairview Park OH 73312 15137 18500

4/13/2012 WoodburyCommonsa Woodbury MN 10300 5818 7111

4/11/2012 FourFlaggsb
Niles IL 33690 10439 12759

2/29/2012 Stone Creek Towne Center Cincinnati OH 36000 7255 8867

2/24/20 12 Silver Lake Village St Anthony MN 36300 7966 9737

2/22/2012 RiverdaleCoinmonsb CoonRapids MN 31970 7421 9071

12/15/2011 Turfway Commons Florence KY 12980 2605 3185

12/7/2011 Elston Plaza Chicago IL 18900 4411 5391

11/29/2011 Brownstones Shopping Center Brookfield WI 24100 5048 6169

11/18/2011 WoodfieldPlazab Schaumburg IL 26966 6863 8388

11/15/2011 Caton Crossing
Plainfield IL 12269 2.089 2553

11/9/2011 Quarry Retail Minneapolis MN 36206 8579 10486

9/21/2011 Champlin Marketplace Champlin MN 12950 2.789 3409

9/19/2011 Stuarts Crossing St Charles IL 12294 5567 6805

6/2/2011 Village Ten Center Coon Rapids MN 14569 2999 3665

6/2/2011 Red Top Plaza Libertyville
IL 19762 4497 5484

3/8/2011 The Shops of Plymouth Plymouth MN 9489 1954 2389

3/1/2011 ByerlysBurnsvilleb
Burnsville MN 8170 3702 4525

1/11/2011 Joffco Square Chicago IL 23800 5093 6236

10/25/2010 DiffleyMarketplacea Eagan MN 11861 3424 4185

8/31/2010 ThePointatClarka Chicago IL 28816 6583 8052

7/1/20 10 Cub Foods Arden Hills MN 10358 4664 5701

7/1/2010 Shannon Square Shoppes Arden Hills MN 5465 2498 3053

7/1/2010 Woodland Commons Buffalo Grove IL 23340 10643 13007

7/1/2010 Mallard Crossing
Elk Grove Village IL 6.163 3103 3966

540030 141147 172694

These properties
were acquired by the joint

venture

These properties were contributed to the joint venture by the Company

As properties are contributed to the Companys joint venture with PGGM the net assets are removed from the consolidated

financial statements The table below reflects those properties that became unconsolidated during the years ended December 31

2012 and 2011
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December 312012 December 312011

Net investment properties 50845 76775

Acquired lease intangibles net 149 1228
Deferred costs net 1120 764
Other assets 1675 1643

Mortgages payable 20891 56521

Acquired below market lease intangslles net 294

Other liabilities 193

Net assets contsibutcd 32705 23593

PGGM owns forty-five percent equity ownership interest and the Company owns fifty-five percent interest in the venture

The Company is the managing partner of the venture responsible for the day-to-day activities and earns fees for asset

management property management leasing and other services provided to the venture The Company determined that this

joint venture was not VIE because it did not meet the VIE criteria Both partners have the ability to participate in major

decisions as detailed in the joint venture agreement and therefore neither partner is deemed to have control of the joint

venture Therefore this joint venture is unconsolidated and accounted for using the equity method of accounting

Joint Venture with NYSTRS

In June 2012 the Company and NYSTRS entered into an amendment to their joint venture agreement dated as of October

2004 and attached to this 10-K as exhibit 10.3 The amendment extends the joint venture for ten-year term through June 30
2022 subject to the buy/sell provisions in Article 10 of the agreement pursuant to which each party has an option to buy or sell

particular properties sell its interest in the venture or buy the other partys interest in the venture subject to the terms and

conditions of the agreement No other changes were made to the original joint venture agreement If we are the acquirer of one

or more properties or the interests of NYSTRS in the joint venture NYSTRS may receive some or all of its consideration in

shares of our common stock at its option in an amount up to 8.5% of our aggregate equity capitalization for the calendar year

ended immediately prior to the issuance Any shares issued to NYSTRS would be subject to an 18-month lock-up period

during which NYSTRS would not be able to sell or otherwise transfer the stock

During the year ended December 31 2012 the Company completed land condemnations for three investment properties held

through its joint venture with NYSTRS In conjunction with these condemnations the joint venture recorded gain of

approximately $792 of which the Companys pro rata share of $396 is included in equity in earnings loss of unconsolidated

joint ventures on the accompanying consolidated statements of operations and comprehensive income

Joint Venture with IPCC

In April 2009 Inland Exchange Venture Corporation IEVC taxable REIT subsidiary IRS of the Company entered

into limited liability company agreement with IPCC IPCC was formerly known as Inland Real Estate Exchange Corporation

and is wholly-owned subsidiary of The Inland Group Inc TIGI The resulting joint venture was formed to continue the

Companys joint venture relationship with IPCC that began irs 2006 and to provide replacement properties for investors wishing

to complete tax-deferred exchange through private placement offerings using properties made available to the joint venture

by IEVC These offerings are structured to sell TIC interests or DST interests together the ownership interests in the

identified property IEVC coordinates the joint ventures acquisition property management and leasing functions and earns

fees for providing these services to the joint venture The Company will continue to earn property management and leasing

fees on all properties acquired for this venture including after all ownership interests have been sold to the investors

The existing joint venture agreement expired December 31 2012 Subsequent to that date the partners have entered into an

amendment to the agreement to extend the joint venture through December 31 2014 and change the fee structure The

Company has agreed to lower its initial acquisition fee which is one-time transaction fee and slightly decrease the fee charged

for property management In exchange for these reduced fees the Company will now be paid an asset management fee on each

property acquired that will be earned throughout the management period The Company believes this new fee structure will be

benefit because the Company is increasing its long-term recurring fee income stream in exchange for reduced one-time fees

The joint venture was determined to be VIE under ASC Topic 810 and is consolidated by the Company Prior to the sale of

any ownership interests the joint venture owns 100% of the ownership interests in the property and controls the major

decisions that affect the underlying property and therefore upon initial acquisition the joint venture consolidates the property
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At the time of first sale of an ownership interest the joint venture no longer controls the underlying property as the activities

and decisions that most significantly impact the propertys economic performance are now subject to joint control among the

co-owners or lender and therefore at such time the property is deconsolidated and accounted for under the equity method

unconsolidated Once the operations are unconsolidated the income is included in equity in earnings loss of unconsolidated

joint ventures until all ownership interests have been sold The table below reflects those properties that became

unconsolidated during the years
ended December 31 2012 and 2011 and therefore no longer represent the consolidated assets

and liabilities of the VIE

December 312012 December 31 2011

Investment properties
65881 109069

Acquired lease intangibles
11 505 16 143

Below market lease intangibles
3596 2513

Mortgagespayable
41231 70413

Net change to investment in and advances to unconsolidated joint ventures 32559 52286

During the years ended December 31 2012 2011 and 2010 the joint venture with IPCC acquired twenty-four twenty-two and

six investment properties respectively In conjunction with the sales of ownership interest the Company recorded gains of

approximately $766 $1366 and $4555 for the years
ended December 31 2012 2011 and 2010 respectively which are

included in gain on sale ofjoint venture interests on the accompanying consolidated statements of operations and

comprehensive income

Change in Control Transactions

Prior to the change in control transactions the Company accounted for its investment in each of the properties discussed below

as equity method investees The change in control transactions were accounted for as business combinations which required

the Company to record the assets and liabilities of each property at its fair value which was derived using Level inputs Upon

consolidation the Company valued these properties utiliring information obtained from third party sources and internal

valuation calculations comprised of discounted cash flow model including discount rates and capitalization rates applied to

the expected future cash flows of the property The Company estimated the fair value of the remaining debt by discounting the

future cash flows of the instrument at rates currently offered for similar debt instruments Level The gains losses from

these transactions are reflected as gain loss from change in control of investment properties on the accompanying consolidated

statements of operations and comprehensive income

During the year ended December 31 2012 the Company on behalf of the joint venture negotiated
with the lender of the North

Aurora Town Center development properties to repay
the mortgage payable which matured in July 2011 at discount The

Company contributed $10000 to repay the entire $30537 outstanding mortgage resulting in gain on the extinguishment of

debt in the amount of $20537 In conjunction with this debt repayment the joint ventures previously
established to develop

these properties were dissolved and the development properties and remaining indebtedness were consolidated by the

Company The consolidation of these properties resulted in loss of approximately $19494 The Company recorded net gain

on the change in control of $1043 related to this transaction

Also during the year ended December 31 2012 the Company on behalf of the joint venture negotiated with the lender of the

Shops at Lakemoor development property to repay the mortgage payable which matured in October 2012 at discount The

joint venture previously established to develop this property was dissolved and the development property and remaining

indebtedness were consolidated by the Company The consolidation of this property resulted in loss of approximately

$11041 The Company then repaid the entire $22105 mortgage with payment of $11000 resulting in gain on the

extinguishment of debt in the amount of $11105 The Company recorded net gain on the change in control of $65 related to

this transaction

During the
year

ended December 31 2011 the Company took control of Orchard Crossing property previously held through

its joint venture with Pine Tree The consolidation of this property resulted in net loss of $1400

During the year ended December 31 2010 the Company took control of Algonquin Commons property previously
owned

through its joint venture with NYSTRS NYSTRS agreed to pay the Company approximately $11886 in connection with and

as part of the acquisition of the property In addition the Company agreed to release NYSTRS from future obligations

associated with the property The consolidation of this property resulted in net gain of $5018
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The following table summarizes the estimated fair values the assets acquired and liabilities assumed at the date of

acquisition

Investment properties

Construction in Process

Other assets

Total assets acquired

Mortgages payable

Other liabilities

Net assets acquired

Algonquin Commons
December 312010

102103

1642

103745

91035

2610

10100

The following table summarizes the investment in the joint ventures

Investments in and advances to

unconsolidated joint ventures prior to

change in control transaction

Investments in and advances to

unconsolidated joint ventures activity

Gain loss from change in control of

investment
properties

Cash received

Closing credits

Net assets acquired

Development Joint Ventures

During the year ended December 31 2010 one of the Companys development joint ventures completed land parcel sale for

approximately $260 The joint venture recorded loss on sale of approximately $52 The Companys pro rata share of the loss

was $24 During the year ended December 31 2010 another of the Companys development joint ventures completed the sale

of fully leased multi-tenant outlot building for approximately $2350 The joint venture recorded gain on sale of

approximately $68 The Companys pro rata share of the gain including preferred return was $68 The loss and gain are

reflected in equity in earnings loss of unconsolidated joint ventures for the year ended December 31 2010 No land sales

were completed through our development joint ventures during the
years ended December 31 2012 and 2011

When circumstances indicate there may have been loss in value of an equity method investment the Company evaluates the

investment for impairment by estimating its ability to recover its investments from future expected cash flows If the Company
determines the loss in value is other than temporary the Company will recognize an impairment charge to reflect the investment

at its fair value which was derived using Level inputs The total impairment loss is recorded at the joint venture level The

Companys pro rata share of the loss is included in equity in earnings loss of unconsolidated joint ventures on the

accompanying consolidated statements of operations and comprehensive income No impairment losses were required or

recorded during the year ended December 31 2012 Impairment losses for the years ended December 31 2011 and 2010 are

presented in the table below

North Aurora Town
Center Shops at Lakemoor

December 31 2012

Orchard Crossing

December 31 2011

19800

IJtyIuIJI-_Ji._

7515

7970 11000

74 65 299

15559 11065 20099

4300 22105 14800

85 294

11174 11040 5005

North Aurora Town

Center

December 31 2012

Shops at Lakemoor Orchard Crossing Algonquin Commons
December 31 2012 December 31 2011 December 31 2010

10131 11105

1043 65

6597 16864

11174 11040

282

1400 5122

499 11886

25

5005 10100
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Joint Venture Entity

NAPE/Inland North Aurora

NARE/Inland North Aurora II

NARE/Inland North Aurora Ill

Year ended

December 312010

Companys
Total pro rata

____________
impairment share

5550 2498

1200 540

8816 3967

17387 7824 5550 2498

Additionally during the years ended December 31 2011 and 2010 the Company determined that based on the fair value of the

related properties the investments in certain
development joint ventures were not recoverable Therefore the following

impairment losses were recorded to reflect the investments at fair value which were derived using Level inputs and are

included in provision for asset impairment for the years ended December 31 2011 and 2010 on the accompanying consolidated

statements of operations and comprehensive income No impairment adjustments were required or recorded during the year

ended December 31 2012

Joint Venture Entity

NARI3/Inland North Aurora

NARE/Intand North Aurora

NAPE/Inland North Aurora Ill

PDG/Tuscany Village Venture LLC

TDC Inland Lakemoor LLC

Summarized financial information for the unconsolidated joint ventures is as follows

Balance Sheet

Assets

Investment in real estate net

Other assets

Total assets

Liabilities

Mortgage payable

Other liabilities

Total liabilities

Total equity

Total liabilities and equity

Investment in and advances to unconsolidated joint ventures

Statement of Operations

Total revenues

Total expenses

Loss from continuing operations

Inlands pro rata share of loss from continuing operations

December 312012 December 312011

888476 702178

84921 92271

973397 794449

460116 394481

90989 59171

551105 453652

422292 340797

973397 794449

129196 101670

December 31 December 31 December 31
2012 2011 2010

126042 72806 69327

109789 93563 81717

16253 20757 12390

2875 8124 4365

Year ended

December 312011

Total

impairment

7371

Companys
pro rata

share

3317

Year ended December

31 2011

Year ended December

31 2010

Joint Venture Financial Statements

382

1535

3306

3933

1500

2584

6809

3364

5223 18190
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Total expenses for the years ended December 31 2011 and 2010 include impairment charges in the amount of $17387 and $5550 respectively No

impairment charges were recorded during the year ended December 31 2012

IRCs pro rata share includes the amortization of certain basis diferences and an elimination of IRCs pro rata share of the management fee expense

Financial Information of Individually Significant Unconsolidated Joint Ventures

Following is summarized financial information for iN Retail Fund LLC and NP Retail LP For financial reporting purposes

the Company considers these joint ventures to be individually significant
unconsolidated joint ventures

IN Retail Fund LLC INP Retail LP

December11 2012 December 31 2011 December 31 2012 December 312011

Balance Sheet

Assets

Investment in real estate net 264388 275537 539532 318326

Otherassets
25766 27209 26375 39245

Total assets
290154 302746 565907 357571

Liabilities

Mortgagepayable

173572 180934 246051 124919

Other liabilities
21101 21880 46322 21327

Total liabilities
194673 202814 292373 146246

Total equity
95481 99932 273534 21135

Total liabilities and equity
290 154 302 746 565 901 351511

IN Retail Fund LLC IN Retail LP

December 31 December 31 December 31 December 31 December 31 December 31

2012 2011 2010 2012 2011 2010

Statement of Operations

Total revenues 44460 44564 48490 57029 20892 3737

Total expenses
42 919 45 736 52 120 63 182 23 075 573

Loss from continuing operations
1541 1172 3630 6153 2183 1836

Acquisitions
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1054639 252565

This property was sold to the Companys joint venture with PGQM in April 2012

This property was sold to the Companys joint venture with PGGM in December 2012

These properties became unconsolidated during the year ended December 31 2012 as result of sales of ownership interests to investors

The
portfolio

includes two properties
leased to CVS and one property leased to Walgreens

The portfolio includes one property leased to CVS and three properties
leased to Walgreens

This land was acquired simultaneously with the execution of lease with The Fresh Market for reverse build-to-suit This land is not

considered an investment property as it is under construction but is included here because it was acquired during the year

The
portfolio

includes six properties leased to Dollar General

These properties were contributed to the joint venture with IPCC in December 2012 The assets are consolidated at December 31 2012

and therefore presented in the table above however the Company did not contribute the equity to acquire the properties

During the year ended December 312012 consistent with the Companys growth initiative the Company acquired the investment

properties listed above which were initially consolidated on the Companys consolidated financial statements The Company

acquired 100% of the voting rights of each property for an aggregate purchase price of $252565

The following table presents certain additional information regarding the Companys acquisitions during the year ended December

31 2012 The amounts recognized for major assets acquired and liabilities assumed as of the acquisition date were as follows

89

Date GLA Sq Approximate

Acquired Property City State Ft Purchase Price

02/24/12 Woodbury Commons Woodbury MN 116196 10300

03/06/12 Westgateb Fairview Park OH 241901 73405

03/13/ 12 Mt Pleasant Shopping Center Mt Pleasant WI 83334 21320

03/16/12 Pick Save Sheboygan WI 62138 11700

03/19/12 Walgreens/CVS Portfolio cd Various NY TX VA 40113 17059

03/27/12 Wlgreens/CVS Portfolio cXe Various KS MO UT ID 55465 23711

04/18/12 Orland Park Place Outlots II Orland Park IL 22966 8750

0/I3/12 Walgreens Milwaukee WI 13905 3025

08/15/12 Walgreens VillaPark IL 12154 4863

0/26/12 Walgroens New Bedford MA 10350 2650

10/05/12 Vacant Land Lincolnshire IL 1140

10/30/12 Family Dollar Cisco IX 8000 939

10/30/12 Family Dollar Lorain OH 8400 1246

11/16/12 Bra Wholesale Club Gainesville VA 76267 16Q00

12/19/12 Dollar General Portfolio Various WI 54230 6337

12/20/12 Walgreens 1k Benton Harbor MI 14820 4920

12/20/12 Walgreens El Paso TX 15120 4200

12/21/12 Dicks Sporting Goods Cranberry Township PA 81780 19100

12/21/12 Valparaiso Walk Valparaiso IN 137500 21900

Total
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Acquired Acquired Below

Building and Lease Market Lease

Improvements Intangibles Other Assets Intangibles

384

346 8615

2833

691

73

357

310

12

462

1140

26

64

2514

284 11

The
portfolio

includes two properties leased to CVS and one property leased to Walgreens

The portfolio
includes one property leased to CVS arid three properties leased to Waigreens

The portfolio includes six properties leased to Dollar General

The value of the vacant land
acquisition

is included in construction in progress on the accompanying consolidated balance sheets

These properties were contributed to the joint venture with IPCC in December 2012 The assets are consolidated at December 31 2012

and therefore presented in the table above however the Company did not contribute the equity to acquire the properties

The Company has not included pro fonna financial information related to properties acquired in 2012 due to the temporary

ownership of properties acquired through our joint venture with IPCC The Company acquired two investment properties

Orland Park Place Outlots II and Valparaiso Walk during 2012 for its consolidated portfolio and believes they are immaterial to

its consolidated financial statements

Fair Value Disclosures

In some instances certain of the Companys assets and liabilities are required to be measured or disclosed at fair value

according to fair value hierarchy pursuant to relevant accounting literature This hierarchy ranks the quality and reliability of

the inputs used to determine fair values which are then classified and disclosed in one of three categories The three levels of

the fair value hierarchy are

Level quoted prices in active markets for identical assets or liabilities

Level quoted prices in active markets for similar assets or liabilities quoted prices in markets that are not active

and model-derived valuations whose inputs are observable

Level model-derived valuations with unobservable inputs that are supported by little or no market activity

Assets and liabilities are classified based on the lowest level of input that is significant to the fair value measurement The

Companys assessment of the significance of particular input to the fair value measurement requires judgment and may affect

the valuation of fair value assets and liabilities and their classifications within the fair value hierarchy levels

For assets and liabilities measured at fair value on recurring basis quantitative disclosure of the fair value for each major

category of assets and liabilities is presented below

Property Land

Woodbury Commons 4866 2774 3044

Westgate 17479 53391 10804

Mt Pleasant Shopping Center 7.268 13452 3433

Pick Save 1309 9320 1762

Walgreens/CVS Portfolio 3902 9894 3.263

Walgreens/CVS Portfolio 2873 17864 3047

Orland Park Place Outlots 11 1225 5941 1941

Waigreens 384 796

Walgreens 969 3510 396

Waigreens 1648 616 848

Vacant Land

Family Dollar 59 855

Family Dollar 269 913

BY Wholesale Club 4.800 8686

Dollar General Portfolio 885 5.179

Walgieens 2067 2702 151

Waigreens 1250 2722 246 18

Dicks Sporting Goods 3247 13056 2797

Valparaiso Walk 2874 16755 4413 2142

Total 57374 169.785 39829 1.486 15909
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Fair value measurements at December 312012 using

Quoted Prices in Active Significant Other Significant

Markets for Identical Assets Observable Inputs Unobservable Inputs

Level Level LevelDescription

Available frsslc securities 7711

Totalassets 7711

Derivative interest rate instruments liabilities 10031

Variable rate debt 359089

Fixed rate debt 398752

Totsi llabIhtzes 10031 757141

Fair value measurements at December 31 2011 using
___________

Quoted Prices in Active Significant Other Significant

Markets for Identical Assets Observable Inputs Unobservable Inputs

Level Level Level

The Company entered into these interest rate swaps as requirement under certain secured mortgage loans

The disclosure is included to provide information regarding the inputs used to determine the fair value of the outstanding debt in accordance with

existing accounting guidance and is not presented in the accompanying consolidated balance sheets at fair value

The fair value of debt is the amount at which the instrument could be exchanged in current transaction between willing

parties The Company estimates the fair value of its total debt by discounting the future cash flows of each instrument at rates

currently offered for similardebt instruments of comparable maturities by the Companys lenders The Company has not

elected the fair value option with respect to its debt The Companys fmancial instruments principally escrow deposits

accounts payable and accrued expenses and working capital items are short term in nature and their carrying amounts

approximate their fair value at December 31 2012 and 2011

The following table summarizes activity for the Companys assets measured at fair value on non-recurring basis The

Company recognized certain non-cash impairment charges to write down the investments to their fair values in the years ended

December 31 2012 and 2011 The asset groups that were impaired to fair value through this evaluation were

Year ended

December 312011

Fair Value Fair Value

Measurements Measurements

Using Using

Significant Significant

Unobservable Total Unobservable Total

Inputs Impairment Inputs Impairment

Level Loss Level Loss

7400 722 2950 2841

5.223

7400 722 2950 8064

The Company estimates the fair value of its investment properties and unconsolidated joint venture properties by using income

and market valuation techniques The Company may estimate fair values using market information such as broker opinions of

value recent sales data for similarassets negotiated letters of intent or discounted cash flow models which primarily rely on

Level inputs The cash flow models include estimated cash inflows and outflows over specified holding period These cash
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Description

Available 1%wsale securities 11075

Total assets 11075

Derivative interest rate instruments liabilities 8396

Variable rate debtb 317137

Fixed rate debt 380456

Total babilitics 8396 698193

Year ended

December 312012

Investment properties

Investment in and advances to unconsolidated joint ventures
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flows may include contractual rental revenues projected future rental revenues and expenses
and forecasted tenant

improvements and lease commissions based upon market conditions determined through discussion with loan real estate

professionals experience the Company has with its other owned investment properties in such markets and expectations for

growth Capitalization rates and discount rates utilized in these models are estimated by management based upon rates that

management believes to be within reasonable range of current market rates for the respective properties based upon an

analysis of factors such as property and tenant quality geographical location and local supply and demand observations To the

extent the Company under estimates forecasted cash outflows tenant improvements lease commissions and operating costs or

over estimates forecasted cash inflows rental revenue rates the estimated fair value of its real estate assets could be overstated

The Company periodically reviews its investment in unconsolidated entities for impairment The estimated fair value is based

on reviews of the expected cash flows to be received from the respective ventures and other observable inputs In some

instances the Company may perform discounted cash flow analysis on an unconsolidated entitys underlying assets The

cash flows are comprised of unobservable inputs including expected and forecasted inflows and outflows over specific

holding period

Mortgages and Notes Receivable

In conjunction with the sale of Montgomery Plaza in Montgomery Illinois the Company gave purchase money mortgage to

the buyer in the amount of $515 The buyer was required to pay interest only on monthly basis at rate of 6.0% per annum

as well as monthly payments for taxes and insurance The loan matured on May 2012 The Company received the entire

balance of the mortgage receivable and accrued interest upon maturity The Company recorded $10 $31 and $31 of interest

income for the years ended December 31 2012 2011 and 2010 respectively

In April2012 the Company entered into loan agreement with developer of the Warsaw Commons Shopping Center in Warsaw

Indiana The loan provides construction financing to the developer to complete the development of 87377 square
feet of rentable

space The loan accrues interest at rate of 7.0% per annum and was added to the balance of the loan on monthly basis until

the interest reserve was met at which point the borrower began making cash payments The maximum loan amount under the

agreement is $ll.545 The total outstanding balance plus accrued interest is due upon the May 31 2013 maturity date In

conjunction with this loan agreement the Company earned fee of $115 equal to 1.0% of the maximum allowed under the loan

As of December31 2012 the outstanding balance on this note receivable was $9436 and total interest income earned during the

year ended December 31 2012 was $335 Upon completion of the development the Company has the obligation to acquire the

property at pre-detennined price expected to be approximately $13000 Due to the Companys purchase obligation the loan

fee and interest income earned has not been reflected as income in the accompanying consolidated statements of operations and

comprehensive income and the balance of the outstanding note is reflected as $8986 on the accompanying consolidated balance

sheet as of December 31 2012

In May 2012 the Company through its TRS paid approximately $3969 to acquire the notes on two properties which were in

default The loans were acquired at discount to the outstanding balance The TRS acquired for $1800 the $3720 note

encumbering the Geneva Road Shopping Center located in Winfield Illinois and acquired for $2169 the $4500 note encumbering

the Eola Commons Shopping Center located in Aurora Illinois The TRS intends to obtain title to each of these properties through

foreclosure proceedings
and will then hold these properties for investment purposes or sell them to third party at the fair market

value at the time of the sale During the year ended December 31 2012 the TRS received cash distribution of $550 from funds

held by the current receiver which was recorded as interest income in the accompanying consolidated statements of operations

and comprehensive income

Transactions with Related Parties

The Company pays affiliates of TIGI for real estate-related brokerage services investment advisory services and various

administrative services including but not limited to payroll preparation and management data processing insurance

consultation and placement property tax reduction services and mail processing These TIGI affiliates provide these services at

cost with the exception of the investment advisor fees and the broker conimissions The investment advisor fees are charged as

percentage of total assets under management and the broker commissions are charged as percentage of the gross transaction

amount TIGI through its affiliates beneficially owns approximately 12.8% of the Companys outstanding common stock

Daniel Goodwin one of our directors owns controlling amount of the stock of TIGI

Amounts paid to TIGI and/or its affiliates for services and office space provided to the Company are set forth below
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December 312012 December 31 2011 December 31 2010

Investment advisor 105 99 92

Loan servicing
130 121 113

Property tax payment/reduction woit 257 238 188

Computer services
517 584 445

Other scivice agreements
172 184 198

Broker commissions 587 519 290

Office rentandrelinbursements 471 411 410

Total 2239 2156 1736

During the years
ended December 31 2012 2011 and 2010 the Company paid total of $292 $242 and $470 respectively in

mortgage brokerage fees to Grubb Ellis Company Grubb Ellis Thomas DArcy one of the Companys independent

directors served as the president chief executive officer and member of the board of directors of Grubb Ellis until April

2012 Mr DArcy did not participate in these transactions and did not have material interest in them Joel Simmons one of

the Companys directors had an indirect personal interest as broker in these transactions Mr Simmons served as an

executive vice president of Grubb Ellis until April 2012 Currently Mr Simmons is the Executive Managing Director of

BGC Partners global provider of real estate services The Company paid mortgage brokerage fees to BGC Partners of $223

for the year
ended December 31 2012 No mortgage brokerage fees were paid to BGC Partners during the years ended

December 31 2011 and 2010

Stock Option Plan

The Company adopted the Independent Director Stock Option Plan Plan with the commencement of its first offering in

1994 total of 50 shares were authorized and reserved for issuance under this Plan Only independent directors were eligible

to participate in the Plan The Plan granted each Independent Director an option to acquire shares of common stock as of the

date they become director and an additional share on the date of each annual stockholders meeting The options for the

initial shares granted are exercisable as follows share on the date of grant and share on each of the first and second

anniversaries of the date of grant The succeeding options are exercisable on the second anniversary of the date of grant As of

December 31 2012 options to purchase all 50 authorized shares were issued of which 29 have been exercised and were

retired The remaining options have exercise prices ranging from $10.45 to $15.62 per share

In 2005 the Company adopted the 2005 Equity Award Plan 2005 Plan The 2005 Plan governs grants of equity based

awards to our officers employees and directors total of 48 options have been issued to board members and total of 21

have been issued to certain of the Companys executive officers as of December 31 2012 of which has been exercised The

outstanding options have exercise prices ranging from $6.85 to $19.96 per
share

Discontinued Operations

During the years ended December 31 2012 2011 and 2010 the Company sold total of thirteen investment properties and

portion of two investment properties The following table summarizes the properties sold date of sale indebtedness repaid

approximate sales proceeds net of closing costs gain on sale whether the sale qualified as part of tax deferred exchange and

applicable asset impairments
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Indebtedness Sales Proceeds net Cabs loss Tax Deferred
far

Pjaperty Name Data of Sale repaid of closIng costa on Sale Exchange lmpent
Park Center Plaza partial April 30 2010 829 521 No

Springboro Plaza August 52010 5510 6790 230 No

Northgate Center September 12010 6211 1726 No

HomewoodPlaza November29 2010 2375 1108 No

Schaumburg Golf Road Retail February 14 2011 2090 197 No

Park Center Plaza pathal August 182011 2977 358 No

Rose Plaza East West October 72011 4899 895 No

PastRetail Ocober2L2OlI 920 59 No

Grand Traverse Crossings June 2012 1018 No 1068

Riverplace Center June 152012 4067 No 356

Walgreens -Jennings MO August 2012 2134 349 No

HarlfbrdPlaza October9 2012 4180 1281 Yes

Butera Market December 2012 5563 1749 Yes

lOthSlreetCenter Deunber62012 1510 No 2139

If the Company determines that an investment property meets the criteria to be classified as held for sale it suspends

depreciation on the assets held for sale including depreciation for tenant improvements and additions as well as on the

amortization of acquired in-place leases and customer relationship values The assets and liabilities associated with those assets

would be classified separately on the consolidated balance sheets for the most recent reporting period As of December 31

2012 there were no properties classified as held for sale

On the accompanying consolidated balance sheets at December 31 2012 and 2011 the Company has recorded $231 and $260

respectively of assets related to discontinued operations and $51 and $66 respectively of liabilities related to discontinued

operations These amounts are reflected as component of other assets and other liabilities on the accompanying consolidated

balance sheets Additionally for the years ended December 31 2012 2011 and 2010 the Company has recorded income from

discontinued operations of $3298 $436 and $2755 respectively including gains on sale of $3380 $1510 and $1490

respectively The Company does not disclose detailed breakout of discontinued operations as the results are not material to

the consolidated financial statements Three investment properties sold during the year ended December31 2012 were sold at

prices below their current carrying value and as result provision for asset impairment totaling $722 and $2841 was

recorded during the years ended December 31 2012 and 2011 respectively

10 Operating Leases

Minimum lease payments under operating leases to be received in the future excluding rental income under master lease

agreements and assuming no expiring leases are renewed are as follows

2013 9966

2014 89940

2015 77956

2016 66489

2017 387
Thereafter 256139

Total 644580

Pursuant to the lease agreements tenants of the property are required to reimburse the Company for some or all of the

particular tenants pro rats share of the real estate taxes and operating expenses of the property Such amounts are not included

in the future minimum lease payments above but are included in tenant recoveries on the accompanying consolidated

statements of operations and comprehensive income

Certain tenant leases contain provisions providing for stepped rent increases U.S GAAP requires the Company to record

rental income for the period of occupancy using the effective monthly rent which is the average monthly rent for the entire

period of occupancy during the term of the lease The accompanying consolidated financial statements include increases of

$910 $1562 and $1579 for the years ended December 31 2012 2011 and 2010 respectively of rental income for the period
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of occupancy for which stepped rent increases apply and $20543 and $19633 in related accounts receivable as of

December 31 2012 and 2011 respectively The Company anticipates collecting these amounts over the terms of the leases as

scheduled rent payments are made

11 Income Taxes

The Company is qualified and has elected to be taxed as REIT under the Internal Revenue Code of 1986 as amended the

Code for federal income tax purposes commencing with the tax year ended December 31 1995 Since the Company

qualifies for taxation as REIT the Company generally is not subject to federal income tax on taxable income that is

distributed to stockholders REIT is subject to number of organizational and operational requirements including

requirement that it distribute at least 90% of its taxable income to stockholders subject to certain adjustments If the Company
fails to qualify as REIT in any taxable year without the benefit of certain relief provisions the Company will be subject to

federal and state income tax on its taxable income at regular corporate tax rates Even if the Company qualifies for taxation as

REIT the Company may be subject to certain state and local taxes on its income property or net worth and federal income

and excise taxes on its undistributed income

The Company engages in certain activities through Inland Venture Corporation IVCIEVC and Inland TRS Property

Management Inc wholly-owned TRS entities These entities engage in activities that would otherwise produce income that

would not be REIT qualifying income including but not limited to managing properties owned through certain of the

Companys joint ventures and the sales of ownership interests through the Companys IPCC joint venture. The TRS entities

are subject to federal and state income and franchise taxes from these activities

The Company had no uncertain tax positions as of December 31 2012 The Company expects no significant increases or

decreases in uncertain tax positions due to changes in tax positions within one year of December 31 2012 The Company has

no material interest or penalties relating to income taxes recognized in the consolidated statements of operations and

comprehensive income for the years ended December 31 2012 2011 and 2010 or in the consolidated balance sheets as of

December 31 2012 and 2011 As of December 31 2012 returns for the calendar years 2008 through 2011 remain subject to

examination by U.S and various state and local tax jurisdictions

Income taxes have been provided for on the asset and liability method as required by existing guidance Under the asset and

liability method deferred income taxes are recognized for the temporary differences between the financial reporting basis and

the tax basis of assets and liabilities

The TRS entities benefit expense provision for income taxes for the
years

ended December 31 2012 2011 and 2010 is

summarized as follows

2012 2011 2010

Current

Federal 5116 753 553

State 1354 191 212

Deferred

Federal 4427 2179 3437

State 1415 696 1348

Valuation Allowance 6974 1299 4739

Total income tax benefit expense 6346 632 719

The actual income tax expense of the TRS entities for the years ended December 31 2012 2011 and 2010 differs from the

expected income tax expense computed by applying the appropriate U.S Federal income tax rate to earnings before income

taxes as result of the following
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2012 2011 2019

Computed expected income tax expense 34% 729 1437 3307

State income taxes net Federal income tax effect 25 3-44 858

Prior period deferred adjustment
117

Pennanent differences
126 150 44

Change in valuation allowance 6974 1299 4739

Other
16

6346 632 719

The components of the deferred tax assets and deferred tax liabilities relating to the TRS entities at December 31 2012 and

2011 were as follows

December 312012 December 312011

Deferred Tax Assets

Building and improvements principally due to differences in depreciation 93 123

Prepaid rents

Defetyed interest expense
421 421

Amortization of organization costs
19 20

Equity in earning of unconsolidated joint ventures and amortization of basis differences 25 21

Asset impairments
19017 13237

Capitalized real estate taxes 252 154

Capitalized interest
352 352

Oross defetredtax assets 20181 14328

Valuation allowance 2596 9570

Total deferred tax assets 17585 478

Deferred Tax Liabilities

Straight-line rent
11

Investment in
joint

ventures 810 794

Depreciation 15

Total deferred tax liabilities
806 795

Net deferred tax assets
16779 3963

The Company estimated its income tax expense relating to its IRS entities using combined federal and state rate of

approximately 40% for the tax years
ended December 31 2012 2011 and 2010

The valuation allowance for deferred tax assets decreased by $6974 in 2012 The decrease in this allowance was primarily due

to adjustments to the beginning-of-the-year balance of the valuation allowance because of change in circumstances that

caused change in judgment about the realizability of the related deferred tax assets in future years The Company believes that

it is more likely than not that the benefit from certain impairment losses and disallowed interest expense will not be realized In

recognition of this uncertainty we have provided valuation allowance of $2596 on the deferred tax assets relating to these

impairment losses and disallowed interest expense The Companys judgment changed due to the change in control

transactions described in Note and the related fair value adjustments and gains on extinguishment of debt

Deferred tax assets are recognized only to the extent that it is more likely than not that they will be realized based on

consideration of available evidence including future reversal of existing taxable temporary difference future projected taxable

income and tax planning strategies In assessing the realizability of deferred tax assets management considers whether it is

more likely than not that some portion or all of the deferred tax assets will not be realized The ultimate realization of deferred

tax assets is dependent upon the generation of future taxable income during the periods in which those temporary differences

become deductible The Company has considered various factors including future reversals of existing taxable temporary

differences projected future taxable income and tax-planning strategies in making this assessment The Company has recorded

$2596 and $9570 as valuation allowance against its deferred tax assets at December 31 2012 and 2011 respectively The

balance of deferred tax assets and deferred tax liabilities are included in other assets and other liabilities respectively on the

accompanying consolidated balance sheets

12 Distributions
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For federal income tax purposes distributions may consist of ordinary dividend income non-taxable return of capital capital

gains or combination thereof Distributions to the extent of the Companys current and accumulated earnings and profits for

federal income tax purposes are taxable to the recipient as either ordinary dividend income or capital gain distributions

Distributions in excess of these earnings and profits calculated for income tax purposes will constitute non-taxable return of

capital rather than ordinary dividend income or capital gain distribution and will reduce the recipients basis in the shares to

the extent thereof and thereafter will constitute taxable gain Distributions in excess of earnings and profits that reduce

recipients basis in the shares have the effect of deferring taxation of the amount of the distribution until the sale of the

stockholders shares

In order to maintain the Companys status as REIT the Company must distribute at least 90% of its taxable income subject to

certain adjustments to its stockholders For the years ended December 31 2012 and 2011 the Companys taxable income was

$61378 and $29570 respectively Holders of our Series Preferred Stock are entitled to receive when and as authorized by

the board of directors cumulative preferential cash distributions based on the stated rate and liquidation preference per annum

The Company declared monthly distributions on our Preferred Stock totaling $7910 or $2.03 on an annual basis per share for

the year ended December 31 2012 The Company declared monthly distributions on our Preferred Stock totaling $948 or

$0.38 on an annual basis per share for the year
ended December 31 2011 The following table sets forth the taxability of

distributions on preferred shares on per share basis paid in 2012 and 2011

2012 2011

Ordinary income 2031 0389

Qualified dividends 0.329 0.0 19

The January distribution declared on December 14 2012 with record date of January 22013 and payment date of January 15 2013 is

reportable for tax purposes in 2013 and is not reflected in the 2012 allocation

The January distribution declared on December 15 2011 with record date of January 12012 and payment date of January 17 2012 is

reportable for tax purposes in 2012 and is not reflected in the 2011 allocation

Represents additional characterization of amounts included in Ordinary income

The Company declared monthly distributions to its common stockholders totaling $50833 and $50589 or $0.57 on an annual

basis per share for the years ended December 31 2012 and 2011 respectively Future distributions are determined by the

Companys board of directors The Company expects to continue paying distributions to maintain its status as REIT The

Company annually notifies its stockholders of the taxability of distributions paid during the preceding year
The following

table sets forth the taxability of distributions on common shares on per share basis paid in 2012 and 2011

2012 2011

Ordinary income 0.602 0.332

Non-taxable return of capital
0.238

Qualified Dividends 0.098 0.016

The January distribution declared on December 17 2012 with record date of December 312012 and payment date of January 17 2013 will be

split-year distribution with $0032034 allocable to 2012 for federal income tax purposes and $0.0 15466 allocable to 2013 for federal income tax

purposes

The January distribution declared on December 192011 with record date of January 32012 and payment date of January 17 2012 is

reportable for tax purposes in 2012 and is not reflected in the 2011 allocation

Represents additional characterization of amounts included in Ordinary income

13 Secured and Unsecured Debt

Thtal Debt Maturity Schedule

The following table presents the principal amount of total debt maturing each year including amortization of principal based

on debt outstanding at December 31 2012
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Fair Value

2013 2014 2015 _2016 2017 Thereafter Total

Fixed rate debt 91858 76397 20282 958 45816 150265 385516 398752

Weighted average

interest rate 5.41% 5.11% 6.50% 5.05% 5.13% 5.25%

Variableratedebt 14800 6200 115000 175000 50000 361000 359083

Weighted average

interest rate 3.21% 0.50% 2.16% 2.20% 3.50% 2.38%

Approximately $106658 of the Companys mortgages payable including required monthly principal amortization matures prior to the end of 2013

Included in this debt maturing in 2013 is approximately $90247 secured by the Companys Algonquin Commons property Although these loans do

not mature until November 2014 the Company has included theni in 2013 because the lender has accelerated the due date of the loans in connection

with their decision to initiate foreclosure proceedings The Company intends to repay the remaining $14800 of maturing debt upon maturity using

available cash and/or borrowings under our unsecured line of credit facility

The fair value of debt is the amount at which the instrument could be exchanged in current transaction between willing parties The Company

estimates the fair value of its debt by discounting the future cash Ilows of each instrument at rates currently
offered to the Company for similar debt

instruments of comparable maturities by its lenders Level

Included in the debt maturing in 2014 are the Companys convertible notes issued during 2010 which mature in 2029 They are included in 2014

because that is the earliest date these notes can be redeemed or the note holders can require the Company to repurchase their notes The total for

convertible notes above reflects the total principal amount outstanding in the amount of $29215 The consolidated balance sheets at December 31

2012 reflect the value of the notes including the remaining unamortized discount of $888

The Company has guaranteed approximately $7400 of this mortgage and would be required to make payment on this guarantee upon the default

of any of the provision in the loan document unless the default is otherwise waived

Included in the debt maturing during 2016 is the Companys unsecured line of credit facility totaling $80000 The Company pays interest only

during the term of this facility at variable rate equal to spread over LIBOR in effect at the time of the borrowing which fluctuates with the

Companys leverage ratio As of December 31 2012 the weighted average interest rate on outstanding draws on the line of credit facility was

2.20% This credit facility requires compliance with certain coversants such as debt service ratios minimum net worth requirements distribution

limitations and investment restrictions As of December 31 2012 the Company was in compliance with these financial covenants

Included in the debt maturing during 2017 is the Companys $175000 term loan which matures in August 2017 The Company pays interest only

during the term of this loan at variable rate equal to spread over LIBOR in effect at the time of the borrowing which fluctuates with the

Companys leverage ratio As of December 31 2012 the weighted average interest rate on the term loan was 2.20% This term loan requires

compliance with certain covenants such as debt service ratios minimum net worth requirements distribution limitations and investment restrictions

As of December 31 2012 the Company was in compliance with these financial covenants

Included in the thereafter column is the Companys $50000 term loan which matures in November 2018 The Company pays interest only during

the term of this loan at variable rate with an interest rate floor of 3.50% As of December31 2012 the interest rate on this term loan was 3.50%

This term loan requires compliance with certain covenants such as debt service ratios minimum net worth requirements distribution limitations and

investment restrictions As of December 31 2012 the Company was in compliance with these financial covenants

Morigages Payable

The Companys mortgages payable are secured by certain of the Companys investment properties Mortgage loans outstanding

as of December 31 2012 were $412361 and had weighted average interest rate of 4.86% Of this amount $356361 had

fixed rates ranging from 4.15% to 6.50% and weighted average fixed rate of 5.27% as of December 31 2012 The remaining

$56000 of mortgage debt represented variable rate loans with weighted average
interest rate of 2.20% as of December31

2012 As of December 31 2012 scheduled maturities for the Companys outstanding mortgage indebtedness had various due

dates through January 2023 The majority of the Companys mortgage loans require monthly payments of interest only

although some loans require principal and interest payments as well as reserves for taxes insurance and certain other costs

In June 2012 the Company ceased paying the monthly debt service on the mortgage loans encumbering Algonquin Commons

The Company had hoped to reach an agreement with the special servicer that would revise the loan structure to make continued

ownership of the property economically feasible In January 2013 the Company received notice that complaint had been

filed by the lender to Algonquin Commons alleging events of default under the loan documents and seeking to foreclose on the

property Reference is made to the Companys full disclosure of this matter in Item Legal Proceedings which is

incorporated into this Note 13 to the consolidated financial statements

Derivative Instruments and Hedging Activities

Risk Management Objective of Using Derivatives
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The Company is exposed to certain risks arising from both its business operations and economic conditions The Company

principally manages its
exposures to wide variety of business and operational risks through management of its core business

activities The Company manages economic risk including interest rate liquidity and credit risk primarily by managing the

amount sources and duration of its debt funding and to limited extent the use of derivative instruments

Specifically the Company has entered into derivative instruments to manage exposures that arise from business activities that

result in the payment of future known and uncertain cash amounts the value of which are determined by interest rates The

Companys derivative instruments described below are used to manage differences in the amount timing and duration of the

Companys known or expected cash payments principally related to certain of the Companys borrowings

Cash Flow Hedges ofInterest Rate Risk

The Companys objective in using interest rate derivatives is to manage exposure to interest rate movements and add stability to

interest expense To accomplish this objective the Company uses interest rate swaps as part of its interest rate risk management

strategy Interest rate swaps designated as cash flow hedges involve the receipt of variable-rate amounts from counterparty in

exchange for the Company making fixed-rate payments over the life of the agreements without exchange of the underlying

notional amount

The Company currently has two interest rate swaps outstanding that are used to hedge the variable cash flows associated with

its variable-rate debt The effective portion of changes in the fair value of derivatives designated and that qualify as cash flow

hedges is recorded in comprehensive income expense and is subsequently reclassified into earnings in the period that the

hedged forecasted transaction affects earnings The ineffective portion of the change in fair value of the derivatives if any is

recognized directly in earnings The Company has two interest rate swap contracts outstanding as of December 31 2012

which are requirements under the Companys secured mortgages Both hedging relationships are considered to be perfectly

effective as of December 31 2012

Amounts reported in comprehensive income expense related to derivatives will be reclassified to interest expense as interest

payments are made on the Companys variable-rate debt The Company estimates that an additional $2227 will be reclassified

from comprehensive income expense as an increase to interest expense over the next twelve months

In December 2010 the Company entered into floating-to-fixed interest rate swap agreement with an original notional value of

$60000 and maturity date of December 21 2020 associated with the debt secured by first mortgages on pool of eight

investment properties This interest rate swap fixed the floating LIBOR based debt under variable rate loan to fixed rate debt

at an interest rate of 3.627% per annum plus the applicable margin to manage the risk exposure to interest rate fluctuations or

an effective fixed rate of 6.027% per annum In December 2012 the Companys joint venture with IPCC entered into

floating-to-fixed interest rate swap agreement with an original notional value of $9545 and maturity date of December 21

2022 associated with the debt secured by first mortgage on the Dicks Sporting Goods property This interest rate swap fixed

the floating LIBOR based debt under variable rate loan to fixed rate debt at an interest rate of 1.885% per annum plus the

applicable margin to manage the risk exposure to interest rate fluctuations or an effective fixed rate of 4.385% per annum

As of December 31 2012 and 2011 the Company had the following outstanding interest rate derivatives that are designated as

cash flow hedge of interest rate risk

Interest Rate Derivative Notional

December31 2012 December31 2011

Interest Rate Swaps $69545 $60000

The table below presents the fair value of the Companys derivative financial instrument as well as its classification on the

consolidated balance sheets as of December 31 2012 and 2011
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Liability Derivatives Liabifity Derivatives

As of December 312012 As of December 31 2011

Balance Sheet

Location Fair Value Balance Sheet Location Fair Value

Derivatives designated as cash flow hedges

Interest rate swaps Other liabilities 10031 Other liabilities 8396

The table below presents the effect of the Companys derivative financial instruments on comprehensive income for the
years

ended December 31 20122011 and 2010

December 31 December 31 December 31
2012 2011 2010

Amount of loss recognized sn conrebensive income ondenvauve 3706 8369 2093

Amount of loss reclassified from accumulated comprehensive income into interest expense

2071 2065 62

Unrealized loss on derivatives 1635 6304 2031

Credit-risk-related Contingent Features

Derivative financial investments expose the Company to credit risk in the event of non-performance by the counterparties under

the terms of the interest rate hedge agreements The Company believes it minimizes the credit risk by transacting with major

creditworthy financial institutions

The Company has agreements with its derivative counterparties that contain provision which provides that if the Company

defaults on any of its indebtedness including default where repayment of the indebtedness has not been accelerated by the

lender then the Company could also be declared in default on its derivative obligations

As of December 31 2012 the fair value of derivatives in liability position related to these agreements was $10031 If the

Company breached any of the contractual provisions of the derivative contracts it would be required to settle its obligations

under the agreements at their termination value of $10919

Unsecured Credit Facilities

In 2011 the Company entered into amendments to its existing unsecured line of credit facility and term loan together the

Credit Agreements Under the term loan agreement the Company borrowed on an unsecured basis $150000 The

aggregate commitment of the Companys line of credit facility is $250000 which includes $100000 accordion feature The

access to the accordion feature is at the discretion of the current lending group If approved the terms for the funds borrowed

under the accordion feature would be current market terms and not the terms of the existing line of credit facility The lending

group is not obligated to approve access to the additional funds

Obligations under the Credit Agreements were scheduled to mature on June 21 2014 Borrowings under the Credit Agreements

bore interest at base rate applicable to any particular borrowing e.g LIBOR plus graduated spread that varies with the

Companys leverage ratio

On August 21 2012 the Company entered into amendments to the Credit Agreements to among other things extend the

maturity date of the line of credit facility to August 20 2016 and of the term loan to August 20 2017 increase the amount

borrowed under the term loan to $175000 and increase the aggregate commitment of the Companys line of credit facility to

$275000 which includes the $100000 accordion feature and reduce the graduated spread that varies with the Companys

leverage ratio In conjunction with these amendments the Company paid approximately $2280 in fees and costs

The Company pays interest only on monthly basis during the term of the Credit Agreements with all outstanding principal

and unpaid interest due upon termination of the Credit Agreements The Company is also required to pay on quarterly basis

an amount less than 1% per annum on the
average daily funds remaining under this line As of December 31 2012 and 2011

the outstanding balance on the line of credit facility was $80000 for each period As of December 31 2012 the Company had
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up to $95000 available under its line of credit facility not including the accordion feature Availability under the line of credit

facility may be limited due to covenant compliance requirements in the Credit Agreements

On November 15 2011 the Company entered into an unsecured loan agreement with Wells Fargo Bank National Association

as lender pursuant to which the company received $50000 of loan proceeds The loan matures on November 15 2018 The

Company pays interest only on monthly basis with all outstanding principal and unpaid interest due upon the maturity date

The loan will accrue interest at an effective rate calculated in accordance with the loan documents provided however that in

no event will the interest rate on the outstanding principal balance be less than 3.5% per annum The Company may not prepay

the loan in whole or in part prior to November 15 2014 On or after that date the Company may prepay the loan in its entirety

or in part together with all interest accrued and may incur prepayment penalty in conjunction with such prepayment

Convertible Notes

In August 2010 the Company issued $29215 in face value of 5.0% convertible senior notes due 2029 the Notes all of

which remained outstanding at December 31 2012

Interest on the notes is payable semi-annually The Notes mature on November 15 2029 unless repurchased redeemed or

converted in accordance with their terms prior to that date The earliest date holders of the Notes may require the Company to

repurchase their Notes in whole or in part is November 15 2014 Prior to November 21 2014 the Company may not redeem

the Notes prior to the date on which they mature except to the extent necessary to preserve
its status as REIT However on or

after November 21 2014 the Company may redeem the Notes in whole or in part subject to the redemption terms in the Note

Following the occurrence of certain change in control transactions the Company may be required to repurchase the Notes in

whole or in part for cash at 100% of the principal amount of the Notes to be repurchased plus accrued and unpaid interest

Holders of the Notes may convert their Notes into cash or combination of cash and common stock at the Companys option

at any time on or after October 15 2029 but prior to the close of business on the second business day immediately preceding

November 15 2029 and also following the occurrence of certain events Subject to certain exceptions upon conversion of

Notes the Company will deliver cash and shares of its common stock if any based on daily conversion value calculated on

proportionate basis for each trading day of the relevant 30 day trading period The conversion rate as of December 31 2012

for each $1 principal amount of Notes was 102.8807 shares of the Companys common stock subject to adjustment under

certain circumstances This is equivalent to conversion price of approximately $9.72 per
share of common stock

At December 31 2012 and 2011 the Company has recorded $183 in each period of accrued interest related to the convertible

notes This amount is included in accounts payable and accrued expenses on the Companys consolidated balance sheets

The Company accounts for its convertible notes by separately accounting for the debt and equity components of the notes The

value assigned to the debt component is the estimated fair value of similar bond without the conversion feature which results

in the debt being recorded at discount The debt is ubsequently accreted to its
par

value over the conversion period with rate

of interest being reflected in earnings that reflects the market rate at issuance The Company initially recorded $9412 to

additional paid in capital on the accompanying consolidated balance sheets to reflect the equity portion of the convertible

notes The debt component is recorded at its fair value which reflects an unamortized debt discount The following table sets

forth the net carrying values of the debt and equity components included in the consolidated balance sheets at December 31

2012 and 2011

December 31 2012 December 312011

Equity Component 9353 9321

Debt Component 29215 29215

Unamortized Discount 888 1352

Net Canymg Value 28 327 21 863

The equity component is net of unamortized equity issuance costs of $59 and $91 at December 31 2012 and 2011 respectively

The unamortized discount will be amortized into interest expense on monthly basis through November 2014
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Total interest
expense related to the convertible notes for the years ended December 31 2012 2011 and 2010 was calculated as

follows

December 31
2010

5554

The effective interest rate of these convertible notes is 7.0% which is the rate at which similar instrument without the conversion feature could

have been obtained in August 2010

Included in the years ended December 30 2011 and 2010 are the notes previously issued in 2006 with an effective interest rate of 5.875% the rate at

which similar instrument without the conversion feature could have been obtained in November 2006 These notes were paid in full during the

year ended December 312011

14 Earnings per Share

Basic earnings loss per share EPS is computed by dividing net income loss by the basic weighted average number of

common shares outstanding for the period the common shares Diluted EPS is computed by dividing net income loss by

the common shares plus shares issuable upon exercise of existing options or other contracts As of December 31 2012 and

2011 options to purchase 83 and 77 shares of common stock respectively at exercise prices ranging from $6.85 to $19.96 per

share were outstanding Convertible notes are included in the computation of diluted EPS using the if-converted method to the

extent the impact of conversion is dilutive These options and convertible notes were not included in the computation of basic

or diluted EPS as the effect would be immaterial or anti-dilutive

As of December 31 2012409 shares of common stock have been issued pursuant to employment agreements employment

incentives and as director compensation Of the total shares issued 172 have vested and have been cancelled The unvested

shares are excluded from the computation of basic EPS but reflected in diluted EPS by application of the treasury stock method

unless the effect would be immaterial or anti-dilutive

The following is reconciliation between weighted average shares used in the basic and diluted EPS calculations excluding

amounts attributable to noncontrolling interests

Numerator

Income loss from continuing operations

Income from discontinued operations
______________

Net income ku
Less Net income loss attributable to the noncontrolling interest

Net ne4ossauribu$b1e to Jna$Reat EState Coqora1on

Dividends on preferred shares

Net Income loss attiibutable to common stockholders

_________
Denominator

Iomaw tot net income loss per otmnon share basic

Weighted average number of common shares outstanding

Effect of dilutive securities

Unvested restricted shares

Denominator for net income loss per common share dihited

Weighted average number of common and common equivalent shares

outstanding

Unvested restricted shares of common stock have dilutive impact although it is not material to the periods presented

Weighted average unvested restricted shares of common stock the effect of which would be anti-dilutive were 103 and 85 as of December 31 2011

and 2010 respectively These shares were not included in the computation of diluted EPS because loss from continuing operations was reported

Interest expense at coupon rate

Discount amortization

Total interest ecpense

December 31
2012

December 31
2011

1472 4725

464 1288 1426

t93 6013 8980

2012 2011 2010

14394 7490 1231

3298 436 2755

17692 7034 1524

67 130 306

17759 7184 128

7910 948

9849 8132 1218

89006 88530 85951

155a

89161 88530 85951
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In November 2009 the Company entered into three-year Sales Agency Agreement with BMO Capital Markets Corp

BMO to offer and sell shares of its common stock having an aggregate offering amount of up to $100000 from time to time

through BMO acting as sales agent Offers and sales of shares of its common stock if any may be made in privately

negotiated transactions if the Company and BMO have so agreed in writing or by any other method deemed to be an at the

market offering as defined in Rule 415 under the Securities Act including sales made directly on the New York Stock

Exchange or to or through market maker The Company has referred to this arrangement with BMO in this report on

Form 10-K as its ATM issuance program As of the November 2012 expiration date the Company had issued an aggregate

of approximately 3816 shares of its common stock through the ATM issuance program since inception The Company

received net proceeds of approximately $31691 from the issuance of these shares which reflects approximately $32504 in

gross proceeds offset by approximately $813 in commissions and fees The Company used the proceeds from shares issue

through the program for general corporate purposes which included repayment of mortgage indebtedness secured by its

properties acquiring real property through wholly-owned subsidiaries or through the Companys investment in one or more

joint venture entities and repaying amounts outstanding on the unsecured line of credit facility among other things

On November 16 2012 the Company entered into new three-year Sales Agency Agreement with BMO Capital Markets

Corp Jefferies Company Inc and KeyBanc Capital Markets Inc together the Agents The Sales Agency Agreement

provides that the Company may offer and sell shares of its common stock having an aggregate offering price of up to $150000

from time to time through the Agents As of December 31 2012 no shares had been issued under this program Subsequent to

December 31 2012 the Company issued approximately 548 shares of its common stock through the new ATM program The

Company received net proceeds of approximately $4960 from the issuance of these shares comprised of approximately $5035

in gross proceeds offset by approximately $76 in commissions and fees The Company intends to use the proceeds according

to the Sales Agency Agreement

In October 2011 the Company issued 2000 shares of 8.125% Series Cumulative Redeemable Preferred Stock Series

Preferred Stock at public offering price of $25.00 per share for net proceeds of approximately $48400 after deducting the

underwriting discount but before expenses The proceeds were initially used to pay down debt to capture interest expense

savings The proceeds were then used to acquire investment properties

In February 2012 the Company issued 2400 shares of Series Preferred Stock at public offering price of $25.3 906 per

share for net proceeds of approximately $59000 after deducting the underwriting discount but before expenses The

Company used the net proceeds of the offering to purchase additional investment properties As of December 31 2012 the

Company had no cumulative preferred stock dividends in arrears

The Series Preferred Stock rank senior to the common shares of beneficial interest with respect to payment of distributions

the Company will not pay any distributions or set aside any funds for the payment of distributions on its common stock unless

it has also paid or set aside for payment the full cumulative distributions on the Series Preferred Stock for the current and

all past dividend periods The outstanding Series Preferred Stock does not have any maturity date and is not subject to

mandatory redemption The difference between the carrying value and the redemption amount of the Series Preferred Stock is

the offering costs In addition the Company is not required to set aside funds to redeem the Series Preferred Stock The

Company may not optionally redeem the Series Preferred Stock prior to October 2016 except in limited circumstances

relating to the Companys continuing qualifications as REIT or as discussed below After that date the Company may at its

option redeem the Series Preferred Stock in whole or from time to time in part by payment of $25.00 per share plus any

accumulated accrued and unpaid distributions to and including the date of redemption In addition upon the occurrence of

change of control as defined in the Companys charter the result of which the Companys common stock and the common

securities of the acquiring or surviving entity are not listed on the New York Stock Exchange the NYSE Amex Equities or the

NASDAQ Stock Market or any successor exchanges the Company may at its option redeem the Series Preferred Stock in

whole or in part within 120 days after the change of control occurred by paying $25.00 per share plus any
accrued and unpaid

distributions to and including the date of redemption If the Company does not exercise its right to redeem the Series

Preferred Stock upon change of control the holders of the Series Preferred Stock have the right to convert some or all of

their shares into number of the Companys shares of common stock based on defmed formula subject to cap
of 27600

shares of common stock

15 Deferred Stock Compensation
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The Company has issued restricted common stock to certain officers of the Company pursuant to employment agreements

entered into with these officers employment incentives and as an additional form of compensation to the Companys board of

directors

The share price of the issued shares is determined by averaging the high and low selling price on the date of issue as reported

by the New York Stock Exchange Each officer vests an equal portion of shares over five-year vesting period beginning one

year from the date of issuance of the award Each director vests an equal portion of shares over three-year vesting period

beginning one year from the date of issuance of the award The officers/directors may receive additional restricted shares of the

Companys common stock which are also subject to the applicable vesting period The number of these shares is to be

determined based upon the future performance of the Company Salary expense of $643 $397 and $353 were recorded in

connection with the vesting of these shares for the years ended December 31 2012 2011 and 2010 respectively

summary of restricted stock grant activity for the years ended December 31 2012 2011 and 2010 is presented below

Outstanding at Doceinbor 312010 89

Shares granted 51 8.76

Shares vested 24
Shares forfeited

Outstanding at December 31 2011 115

Shares granted 148 8.24

Shares vested 32
Shares forfeited

As of December 31 2012 the Company had approximately $1241 in deferred stock compensation related to unvested shares

which it expects to recognize as the shares vest over the next five years

16 Segment Reporting

Guidance regarding the disclosures about segments of an enterprise and related information requires disclosure of certain

operating and financial data with respect to separate business activities within an enterprise The Company owns and acquires

well located open air retail centers The Company currently owns investment properties located in the States of Florida Idaho

Illinois Indiana Kansas Kentucky Massachusetts Michigan Minnesota Missouri Nebraska Ohio Pennsylvania Tennessee

Texas Utah Virginia and Wisconsin These properties are typically anchored by grocery and drug stores complemented with

additional stores providing wide range of other goods and services

The Company assesses and measures operating results on an individual property basis for each of its investment properties

based on property net operating income Management internally evaluates the operating performance of the properties as

whole and does not differentiate properties by geography size or type The Company aggregates its properties into one

reportable segment since all properties are open air retail centers Accordingly the Company has concluded that is has single

reportable segment

17 Commitments and Contingencies

Outstanding at January 12

Shares granted 32 8.41

Shares vested 23
Shares forfeited
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The Company is subject from time to time to various legal proceedings and claims that arise in the ordinary course of

business While the resolution of these matters cannot be predicted with certainty management believes based on currently

available information that the final outcome of such matters will not have material adverse effect on the financial statements

of the Company

18 Subsequent Events

On January 15 2013 the Company paid cash distribution of $0.1 69271 per
share on the outstanding shares of its Series

Preferred Stock to stockholders of record at the close of business on January 2013

On January 15 2013 the Company announced that it had declared cash distribution of $0.1 69271
per

share on the

outstanding shares of its Series Preferred Stock This distribution was payable on February 15 2013 to the stockholders of

record at the close of business on February 2013

On January 17 2013 the Company paid cash distribution of $0.0475 per share on the outstanding shares of its common stock

to stockholders of record at the close of business on December 31 2012

On January 17 2013 the Company announced that it had declared cash distribution of $0.0475 per share on the outstanding

shares of its common stock This distribution was payable on February 19 2013 to the stockholders of record at the close of

business on January 31 2013

On January 24 2013 the Companys joint venture with IPCC purchased two single tenant investment properties from an

unaffiliated third party for approximately $2151 The properties are located in Abilene Texas and Colorado City Texas and

contain total of 17500 square feet of leasable area and are each 100% leased by Family Dollar

On February 12 2013 the Companys joint venture with IPCC purchased two single tenant investment properties from an

unaffiliated third party for approximately $46300 The properties are located in Palatine Illinois and Vernon Hills Illinois and

contain total of 142572 square feet of leasable area and are each 100% leased by Marianos division of Roundys

On February 15 2013 the Company paid cash distribution of $0.1 69271 per share on the outstanding shares of its Series

Preferred Stock to stockholders of record at the close of business on February 2013

On February 15 2013 the Company announced that it had declared cash distribution of $0 169271 per share on the

outstanding shares of its Series Preferred Stock This distribution is payable on March 15 2013 to the stockholders of record

at the close of business on March 2013

On February 19 2013 the Company paid cash distribution of $0.0475 per share on the outstanding shares of its common

stock to stockholders of record at the close of business on January 31 2013

On February 19 2013 the Company announced that it had declared cash distribution of $0.0475 per share on the outstanding

shares of its common stock This distribution is payable on March 18 2013 to the stockholders of record at the close of

business on February 28 2013

On February 20 2013 the Company sold Quarry Outlot located in Hodgkins Illinois to an unaffiliated third party for $3300

price above its current carrying value

19 Quarterly Operating Results unaudited

The following represents results of operations for the quarters during the years 2012 and 2011
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To$U
Income loss from continuing operations

I4etIflcomecssatfllbutabletocotflmofl stockboldem

Income loss from continuing operations per common

share basic and diluted

Netohe8indilUte4

December 312012 September 302012

7541 1328

8J8S 498f

0.05 0.01

Income loss from continuing operations

Nettcome floss athbutable tOCOmmOnStOCkhOIderS

Income loss from continuing operations per common

share basic and diluted

Net income loss pcemm Shom bssic snddilutcd

December 31 2011 September 302011

3087 1671

9O4

0.03

0.02

0.02

0.o

June 302011 March 312011

10568 1680

371

0.12 0.02

June 302012 March 312012-_
7039

us
1514

0.06 0.03
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Carmax

Tinley Park iL

Cub Foods

Buffalo Grove IL

INLAND REAL ESTATE CORPORATION
Schedule Ill

Real Estate and Accumulated Depreciation

December 31 2012

Cub Foods

Hutchinson MN 875 4589 68

Disney

Celebration FL 2175 25354 13

Dominicks

Countryside IL 1493 1375 925 167

Dominicks

Schaumburg IL 6749 2294 8393

Food Less

Hammond IN 2665 825 8026

Glendale Heights Retail

Glendale Heights IL 1265 6943 481

Single-user

Initial Cost

Ballys Total Fitness

St Paul MN

Carmax

Schaumburg IL

Gross amount at which carried

at end of period

Land and Buildings and Accumulated

Encumbrance Buildings and Adjustments to
improvements improvements Depreciation

Land improvements Basis Total
______________

1298 4612 125

7142 13460

1298 4737 6035 2447

7142 13461 20603 6319

9830 6789 12112 6789 12117 18906 5688

3861 1426 5925 1426 5929 7355 2995

Date

Constructed Date Acq

1998 09/99

1998 12/98

1998 12/98

1999 06/99

875 4521 5396 1676 1999 01/03

2175 25367 27542 8758 1995 07/02

1375 758 2133 381 1975 12/97

2294 8395 10689 4361 1996 05/97

825 8026 8851 3950 1999 05/99

1265 6462 7727 3285 1997 09/97

PetSmart

Gurnee IL 2140 915 2389 915 2389 3304 929 1997 04/01

Pick Save

Waupaca Wi 4199 1196 6942 922 1196 6020 7216 1418 2002 03/06

Rite-Md

Chattanooga TN 1023 1365 19 1023 1346 2369 542 1999 05/02

Roundys
Menomonee Falls WI 10300 4875 15848 2408 4875 13440 18315 975 2010 11/10

Staples

Freeport IL 725 1970 725 1970 2695 1083 1998 12/98

Verizon

JolietTL 170 883 48 170 931 1101 464 1995 05/97
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Initial Cost Gross amount at which carried

at end of period

Land and Buildings and Accumulated
Encumbrance Buildings and Adjustments to improvements improvements Depreciation Date

Land improvements Basis Total CF Constructed Date Acq

SIugkuaer IPCC Joint Venture

BJs Wholesale Club

Gainesville VA 8800 4800 11200 2519 4800

Dicks Sporting Goods

Crnnbcuy Township PA 9545 3247 15853 2797 3247

Dollar General

Baldwin WI 235 904 50 235

Dollar General

MercerWI 130 800 38 130

Dollar General

Nekoosa WI 63 978 56 63

Dollar General

Oxford WI 133 940 35 133

Dollar General

Spooner WI 225 958 60

Dollar General

WiuebargW1 100 872 34
Family Dollar

CiscoTX 59 880 25 59 855 914 2012 10/12

PamilyDollar

269 977 64 269 913 1182 2012 10/12

Walgreens

BentonHarborMI 3687 2066 2853 151 2066 2702 4768 2007 12/12

Walgreoia
ELPinorx 3150 1250 2950 228 1250 2722 3972 1999 12/12

Walgreens

Milwaukee WI 2269 384 2641 486 384 2155 2539 47 1999 06/12

Walgreens

New Bedford MA 1988 1648 1002 386 1648 616 2264 1994 09/12

Walgreens

Villa Park IL 3647 969
3510 4479 54 1997 08/12

INLAND REAL ESTATE CORPORATION
Schedule Ill continued

Real Estate and Accumulated Depreciation

December 31 2012

8681 13481 26 2012 11/12

13056 16303 2012 12/12

854 1089 2011 12/12

762 892 2012 12/12

922 985 2012 12/12

905 1038 2012 12/12

225 898 1123 2012 12/12

100 838 938 2012 12112

3894 969384
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Initial Cost Gross amount at which carried

at end of period

Land and Buildings and Accumulated

Encumbrance Buildings and Adjustments to improvements improvements Depreciation
Date

Land improvements Basis Total CF Consfructed Date Acq

Neighborhood Retail Centers

22nd Street Plaza Outlot

Oakbrook Terrace IL 750 1230 563 750 1793 2543 908 1985 11/97

Aurora Commons
AuroraIL 6443 3220 8284 75 3220 8359 11579 4272 1988 01/97

Berwyn Plaza

Berwyn IL 769 1078 291 769 1369 2138 586 1983 05/98

Big Lake Town Square

BigLakeMN 6250 1978 8028 248 2136 7622 9758 1942 2005 01/06

Brunswick Market Center

Brunswick OH 1516 11193 3827 1552 14984 16536 5101 97/98 12/02

Cliff Lake Centre

Eagan MN 4439 2517 3057 802 2517 3859 6376 2253 1988 09/99

Downers Grove Market

Downers Grove IL 6224 11617 672 6224 12289 18513 6638 1998 03/98

Dunkirk Square

MapleGroveMN 4050 2173 5758 1168 2085 7014 9099 3599 1998 09/99

Eastgate Center

Lombard IL 4252 2570 2567 4252 5137 9389 2928 1959 07/98

Edinburgh Festival

lrooklyn Past MN 4063 2214 6366 750 2225 7105 9330 3425 1997 10/98

Elmhurst City Centre

ElmhurstIL 2050 2739 367 2050 3106 5156 1611 1994 02/98

Gateway Squart

Hinsdale IL 3046 3899 1272 3046 5171 8217 2454 1985 03/99

Golf Road Plaza

Niles IL 850 2408 670 850 3078 3928 1495 192 04/97

Grand Hunt Center Outlot

Gurnee IL 1484 970 2623 92 970 2715 3685 1458 1996 12/96

Hammond Mills

Hammond IN 405 946 424 405 1370 1775 494 1998 12/98
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Initial Cost Gross amount at which carried

at end of period

Land and Buildings and Accumulated
Encumbrance Buildings and Adjustments to improvements improvements Depreciation Date

Land improvements Basis Total CF Constructed Date Acq

Neighborhood Retail Centers

Hawthorn Village Commons
Vernon Hills IL 6443 2619 5888 1790 2635 7662 10297 3673 1979 08/96

Hickory Creek Market Place

Frankfott IL 1797 7253 323 1797 7576 9373 3729 1999 08199

Iroquois Center

Naperville IL 8750 3668 8274 1540 3668 9814 13482 4820 1983 12/97

Medina Marketplace

MedinaOH 2769 6846 2154 2769 9000 11769 2954 56/99 12/02

Mundelein Plaza

Mundelein IL 596 3966 2507 596 1459 2055 802 1990 03/96

Nantucket Square

Schaurnburg IL 1908 2376 1238 1908 3614 5522 1581 1980 09/95

Oak Forest Commons
Oak Forest IL 2796 9030 704 2796 9734 12530 5087 1998 03/98

Oak Forest Commons III

OakForestIL 205 907 205 926 1131 468 1999 06/99

Oak Lawn Town Center

OakLawnIL 1384 1034 399 1384 1433 2817 526 1999 06/99

Orland Greens
Orland Parlç IL 1246 3876 602 1220 4504 5724 2327 1984 09/98

Park Square

Brooklyn Park MN 10000 4483 5159 6542 4483 11701 16184 3989 86/88 08/02

Park St Claire

Schaumburg IL 320 987 219 320 1206 1526 570 1994 12/96

Plymouth Collection

Plymouth MN 1459 5175 788 1459 5963 7422 2986 1999 01/99

Quarry Outlot

Hodgkins IL 522 1278 67 522 1345 1867 709 1996 12/96
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Initial Cost Gross amount at which carried

at end of period

Land and Buildings and Accumulated

Encumbrance Buildings and Adjustments to improvements improvements Depreciation Date

Land improvements Basis Total CF Constructed Date Acq

Neighborhood Retail Centers

River Square

Naperville IL 2853 3125 1284 2853 4409 7262 2050 1988 06/97

Rose Plaza

ElmwoodParkIL 1530 1853 951 1530 2804 4334 1617 1997 11/98

Schaumburg Plaza

Schaumburg IL 2446 4566 2161 2470 6703 9173 2641 1994 06/98

Shingle Creek Center

Brooklyn Center MN 1485 1228 2262 639 1228 2901 4129 1602 1986 09/99

Six Corners Plaza

Chicago IL 1440 4533 2880 1440 7413 8853 3153 1966 10/96

St James Crossing

Westmont IL 2611 4887 748 2611 5635 8246 2778 1990 03/98

The Shops at Coopeis Grove

CountryClubHillsIL 1401 4418 435 1398 4856 6254 2255 1991 01/98

Townes Crossing

Oswego IL 6289 3059 7904 2109 2872 10200 13072 3753 1988 08/02

Wauconda Crossings

Wauconda IL 3587 10364 1515 3587 8849 12436 2058 1997 08/06

Wauconda Shopping Center

WaucondaJL 455 2068 1611 455 3679 4134 1684 1988 05/98

Westriver Crossings

Joliet IL 2317 3320 345 2317 3665 5982 1702 1999 08/99

Winnetka Commons
New Hope MN 1597 2859 307 1597 3166 4763 1731 1990 07/98

Woodland Heights

Streamwood IL 4175 2976 6652 1078 2976 7730 10706 3800 1956 06/98
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Initial Cost Gross amount at which carried

at end of period

Land and Buildings and Accumulated
Encumbrance Buildings and Adjustments to improvements improvements Depreciation Date

Land improvements Basis Total CF Constructed Date Acq
cornmu Centers

Apache Shoppes

RochesterMN 1791 9518 1793 1947 11155 13102 2142 2005 12/06

5347 11700 3156 5347 14856 20203 7001 1918 04/98

Bohi Farm Marketplace

Crystal Lake IL 5680 5800 9889 2117 5800 12006 17806 4692 2000 12/00

Bun

Bumsviile MN 4675 2061 4667 3940 2061 8607 10668 3693 1989 09/99

Chestnut Court

Darien IL 5720 10275 5742 5720 16.017 21.737 6.536 1987

LakeM
MicigapCtyDJ 3253 7318 216 2627 7728 10355 3111 1990 02/98

Mosaic Crossing 17k/a Oliver Square

WestChicagoIL 1980 4325 78 1980 4403 6383 2210 1990 01/98

O.rdcwg
Ft Wayne IN 14800 6026 12474 1711 7326 12885 20211 847 2008 04/07

Park Center

Tinley Park IL 5363 8523 2732 4196 6958 11154 2962 1988 12/98

Sil ZsWis Square

Skokie 6200 2394 6822 4355 2394 11177 13571 4190 1984 12/97

Skokie Fashion Square II

Skokie IL 878 2757 289 878 2468 3346 683 1984 11/04

The Plaza

Brookfield WI 4798 8759 2388 4158 11287 15945 5.O4 1985 02/99

Two Rivers Plaza

Bolingbrook IL 1820 4990 885 1820 5875 7695 2942 1994 10/98
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Initial Cost Gross amount at which carried

atendofperiodB

Land and Buildings and Accumulated

Encumbrance Buildings and Adjustments to improvements improvements Depreciation Date

Land improvements Basis Total CF Constructed Date Acq

Power Centers

Baytowne Shoppes/Square

Champaign IL 3821 8853 2866 3821 11719 15540 5053 1993 02/99

BrsdlcrComnions

BourbcnnaisIL 14330 2964 22855 3638 2964 19217 22181 819 2007 11/11

Crystal Point

Crystal Lake IL 17363 7290 29463 3132 7290 26331 33621 7487 76/98 07/04

DeerttaceKdler

Kobler WI 9691 1622 11921 1324 1622 13245 14867 4274 2000 07/02

Deertrace Kohier II

KohlerWI
925 3683 259 925 3424 4349 1280 03/04 08/04

Jobet Commons
Jobe IL 11237 4089 15684 2324 4089 18008 22097 9621 1995 10/98

Joliet Commons Phase II

JolietIL 811 3990 413 811 4403 5214 2069 1999 02/00

Lanaing $quare

LanswIL 4075 12179 710 4049 12915 16964 6885 1991 12/96

Mankato Heights Plaza

Mankato MN 2332 14082 1795 2332 15877 18209 6543 2002 04/03

Maple lark Place

Bolingbrook IL 3666 11669 3455 3666 15124 18790 8030 1992 01/97

Naper West

Naperville IL 6451 11584 4972 6451 16556 23007 6760 1985 12/97

Orlaud Park Place Outlots

Island Park IL 5297 9970 1657 68 9840 1719 11559 361 2007 08/07

Orland Park Place Outlots II

OrlandParkIL 1225 7525 1584 1225 5941 7166 148 2007 04/12

Park Avenue Centre

Highland Park IL 3200 6607 9472 3200 16079 19279 5210 1996 05/06

Park Place Plaza

St Louis Park MN 6500 4256 8575 1219 4256 9794 14050 4620 1997 09/99
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Initial Cost Gross amount at which carried

at end of period IB

Land and Buildings and Accumulated
Encumbrance Buildings and Adjustments to improvements improvements Depreciation Date

Land improvements Basis Total CJ Constructed Date Acq
Power Centers

Pine Tree Plaza

Janesville WI 10825 2889 15653 57 2889 15596 18485 7605 1998 10/99

Riverirce Court

VemonHills 11 22000 8652 22902 11173 8652 34075 42727 13172 1988 07/97

Rochester Marketplace

Rochester MN 2043 8859 276 2043 8583 10626 3406 01/03 09/03

Salem Square

Couniryside IL 4897 1735 4449 4914 1735 9363 11098 3626 1973 08/96

Schaumburg Promenade

SchaumburgIL 6562 12.742 913 6.562 116S p0717 6204 1999 1299

Sbakopee Outlot

Shakopee MN 865 1939 384 865 2323 3188 449 2007 03/06

Shakopee Valley Marketplace

Shakopee IvIN 7760 2964 12022 75 2964 11947 14911 4030 00/01 12/02

The Shoppes at Grayhawk

Omaha NE 16253 10581 16525 10754 16254 27008 4169 01/02 02/06

The Shops At Orchard Place

Skokie IL 24249 16301 28626 2047 15978 26899 42877 9378 2000 12/02

Univemity Crossings

Mishawaka IN 4392 11634 843 4392 10791 15183 3431 2003 10/03

Valparaiso Walk

Valparaiso IN 2874 19026 2271 2874 16755 19629 2005 12/12

Lifestyle Centers

Algonquin Commons
Algonquin IL 90247 13038 88759 5364 13038 83395 96433 8880 2004 02/06

Total
410198 312976 875574 78173 312134 954586 1266720 329908
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INLAND REAL ESTATE CORPORATION
Schedule ifi continued

Real Estate and Accumulated Depreciation

December 31 2012 2011 and 2010

Notes

The initial cost to the Company represents the original purchase price of the property including amounts incurred subsequent to acquisition which were contemplated at

the time the property was acquired

The aggregate cost of real estate owned at December 31 2012 and 2011 for federal income tax purposes was approximately $1402206 and $1353496 respectively

unaudited

Not included in the encumbrance land and improvements building and improvements and accumulated depreciation totals is North Aurora Towne Center II which
is considered development property As of December 31 2012 these amounts are $2163 $1127 $3208 and $89 respectively

Adjustments to basis include additions to investment properties net of payments received under master lease agreements The Company from time to time receives

payments under master lease agreements covering spaces vacant at the time of acquisition The payments range from one to two years from the date of acquisition of

the property or until the space is leased and the tenants begin paying rent U.S GAAP requires the Company to treat these payments as reduction to the purchase

price of the investment properties upon receipt of the payment rather than as rental income As of December 31 2012 the Company had one investment property BJs
Wholesale Club located in Gainesville VA that was subject to master lease agreement

Reconciliation of real estate owned

2012 2011 2010

Balance at beginning of year 1266474 1345502 1255216
Purchases of investment properties 152985 111863 69278
Additions due to change in control of investment properties 11000 17501 87744

Additions to investment properties including amounts payable 22787 42226 24008
Write-off of fully amortized assets 11122 6168 1749
Sale of investment properties 23549 12835 22312
Contribution of investment properties to joint venture 68964 110658 46009
Deconsolidation of joint venture properties 65882 119647 20499
Building impairment 2841
Construction in progress 8168 1531 175
Payments received under master leases

Balance at end of year 1291892 1266474 1345502
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Reconciliation of accumulated depreciation

Balance at beginning of year

Depreciation expense

Write-off of fully amortized assets

Accumulated depreciation on sale of investment property

Contribution of investment properties to joint venture

Deconsolidation ofjomt venture properties

Balance at end of year

2012 2011 2010

323839 32654 308785

42382 39648 36779

11122 6168 1749

6852 3479 5178

17463 31.906 12004

787 802 87

329997 323839 326546
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Item Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None

Item 9A Controls and Procedures

Evaluation of Disclosure Controls and Procedures

We have established disclosure controls and procedures to ensure that material information relating to the Company including

our consolidated subsidiaries is made known to the officers who certif our financial reports and to the members of senior

management and the Board of Directors

Based on managements evaluation as of December 31 2012 our chief executive officer and chief financial officer have

concluded that our disclosure controls and procedures as defined in Rules 3a-1 5e or 5d- 15e under the Securities

Exchange Act of 1934 as amended the Exchange Act were effective as of the date of evaluation to ensure that the

information required to be disclosed by us in the reports that we file or submit under the Exchange Act is recorded processed

summarized and reported within the time periods specified in SEC rules and forms

Managements Annual Report on Internal Control Over Financial Reporting

The Companys management is responsible for establishing and maintaining adequate internal control over financial reporting

as such term is defined in Rules 3a- 15f or 5d- 15f under the Exchange Act Under the supervision and with the

participation of its management including its chief executive officer and chief financial officer the Company conducted an

evaluation of the effectiveness of its internal control over financial reporting based on the framework in Internal Control

Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission Based on its

evaluation under the framework in Internal Control Integrated Framework the Companys management concluded that its

internal control over financial reporting was effective as of December 31 2012

The Companys internal control over financial reporting includes those policies and procedures that pertain to the

maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions of the assets of

the Company ii provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial

statements in accordance with generally accepted accounting principles and that receipts and expenditures of the Company are

being made only in accordance with authorizations of management and directors of the Company and iiiprovide reasonable

assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the Companys assets that

could have material effect on the fmancial statements

All internal control systems have inherent limitations and may not prevent or detect misstatements Projections of any

evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in

conditions or that the degree of compliance with the policies or procedures may deteriorate

The effectiveness of our internal control over financial reporting as of December 31 2012 has been audited by KPMG LLP an

independent registered public accounting firm as stated in their report which is included herein

Changes in Internal Control Over Financial Reporting

There were no changes to our internal control over financial reporting as defined in Rules 3a- 15f and 15d-i 5f under the

Exchange Act during the three months ended December 31 2012 that have materially affected or are reasonably likely to

materially affect our internal control over financial reporting

Item 9B Other Information

None
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PART III

Item 10 Directors Executive Officers and Corporate Governance

The information required by this Item 10 is incorporated by reference to and will be contained in our definitive proxy

statement which we anticipate filing no later than April 30 2013

Item 11 Executive Compensation

The information required by this Item 11 is incorporated by reference to and will be contained in our definitive proxy

statement which we anticipate filing no later than April 30 2013

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

The information required by this Item 12 is incorporated by reference to and will be contained in our definitive proxy

statement which we anticipate filing no later than April 30 2013

Item 13 Certain Relationships and Related Transactions and Director Independence

The information required by this Item 13 is incorporated by reference to and will be contained in our definitive proxy

statement which we anticipate filing no later than April 30 2013

Item 14 Principal Accountant Fees and Services

The information required by this Item 14 is incorporated by reference to and will be contained in our definitive proxy

statement which we anticipate filing no later than April 30 2013
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Part IV

Item 15 Exhibits Financial Statement Schedules

al Financial Statements

Report of Independent Registered Public Accounting Firm

Report of Independent Registered Public Accounting Firm on Internal Control over Financial Reporting

Consolidated Balance Sheets December31 2012 and 2011

Consolidated Statements of Operations and Comprehensive Income for the years ended December 3120122011 and 2010

Consolidated Statements of Equity for the years ended December 31 2012 2011 and 2010

Consolidated Statements of Cash Flows for the years ended December 31 2012 2011 and 2010

Notes to Consolidated Financial Statements

a2 Financial Statement Schedules

Real Estate and Accumulated Depreciation Schedule III

All financial statements schedules other than those filed herewith have been omitted as the required information is not applicable or the

information is presented in the financial statements or related notes

a3 Exhibits

The exhibits filed herewith are set forth on the Exhibit Index included with this Annual Report on Form 10-K
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the registrant has duly caused this

report to be signed on its behalf by the undersigned thereunto duly authorized

INLAND REAL ESTATE CORPORATION

Is MARK ZALATORIS

By Mark Zalatoris

Title President and Chief Executive Officer

principal executive officer

Date February 28 2013

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by the following

persons on behalf of the registrant and in the capacities and on the dates indicated

Is THOMAS DARCY Is DANIEL GOODWiN

By Thomas DArcy By Daniel Goodwin

Title Chairman of the Board Title Director

Date February 28 2013 Date February 28 2013

Is JOEL HERTER Is HEIDI LAWTON

By Joel Herter By Heidi Lawton

Title Director Title Director

Date February 28 2013 Date February 28 2013

Is THOMAS MCAULEY Is THOMAS MCWILLIAMS

By Thomas McAuley By Thomas McWilliams

Title Director Title Director

Date February 28 2013 Date February 28 2013

Is JOEL SIMMONS Is MARK ZALATORIS

By Joel Simmons By Mark Zalatoris

Title Director Title President and Chief Executive Officer

Date February 28 2013 principal executive officer

Date February 28 2013

Is BRETT BROWN

By Brett Brown

Title Executive Vice President Chief Financial Officer and

Treasurer principal financial and accounting officer

Date February 28 2013
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INLAND REAL ESTATE CORPORATION
Annual Report on Form 10-K

for the fiscal year
ended December 31 2012

EXHIBIT INDEX

The following exhibits are filed as part of this Annual Report on Form 10-K or incorporated by reference herein

Item No Description

3.1 Fourth Articles of Amendment and Restatement of the Registrant

3.2 Articles Supplementary designating the Companys 8.125% Series Cumulative Redeemable Preferred Stock

$0.01 par value per share

3.5 Amended and Restated Bylaws of the Registrant effective April 23 2010

4.1 Specimen Stock Certificate

4.2 Dividend Reinvestment Plan of the Registrant

4.3 Indenture governing 5.0% Convertible Senior Notes due 2029 dated August 10 2010 between Inland Real Estate

Corporation and Wells Fargo Bank National Association as trustee

4.4 Form of 5.0% Convertible Senior Note due 2029

10.1
Fifth Amended and Restated Credit Agreement dated as of August 21 2012 among Inland Real Estate

Corporation and KeyBank National Association as Lender and Administrative Agent Wells Fargo Bank National

Association and Bank of America N.A as Lenders and Co- Syndication Agents KeyBanc Capital Markets Wells

Fargo Securities LLC and Merrill Lynch Pierce Fenner and Smith Incorporated as Co-Lead Arrangers RBS

Citizens National Association dlb/a Charter One as Lender and as Co-Documentation Agent BMO Capital

Markets as Co- Documentation Agent PNC Bank National Association as Lender and the other entities which

may become parties as additional Lenders

10.2 2005 Equity Award Plan

10.3 Operating Agreement dated as of October 2004 among Inland Real Estate Corporation The New York State

Teachers Retirement System by and through its designated advisor Morgan Stanley Real Estate Advisor Inc

and IN Retail Manager L.L.C 10

10.4 Contribution Agreement dated as of October 2004 by and between 1N Retail Fund L.L.C Inland Real Estate

Corporation and The New York State Teachers Retirement System 11

10.5 First Amendment to Operating Agreement of IN Retail Fund L.L.C dated as of September 28 2011 among
Inland Real Estate Corporation The New York State Teachers Retirement System and 114 Retail Manager L.L.C

12

10.6 Second Amendment to Operating Agreement of IN Retail Fund L.L.C dated as of December 20 2011 among
Inland Real Estate Corporation The New York State Teachers Retirement System and IN Retail Manager L.L.C

13

10.7 Third Amendment to Operating Agreement of IN Retail Fund L.L.C dated as of June 11 2012 among Inland

Real Estate Corporation The New York State Teachers Retirement System and IN Retail Manager L.L.C 14

10.8 Property Acquisition Agreement dated as of November 2004 by and between Inland Real Estate

Acquisitions Inc and Inland Real Estate Corporation 15

10.9 Employment Agreement between Inland Real Estate Corporation and Mark Zalatoris effective as of January

2012 16

10.10 Employment Agreement between Inland Real Estate Corporation and Brett Brown effective as of January

2012 17

10.11 Employment Agreement between Inland Real Estate Corporation and Scott Can effective as of January

2012 18

121



10.12 Employment Agreement between Inland Real Estate Corporation and Beth Sprecher Brooks effective as of

January 1201210

10.13 Employment Agreement between Inland Real Estate Corporation and William Anderson effective as of

January 2012 20

10.14 Software and Consulting Shared Services Agreement dated February 13 2006 among Inland Computer

Services Inland Retail Real Estate Trust Inc Inland Western Retail Real Estate Trust Inc Inland Real Estate

Corporation Inland American Real Estate Trust Inc Inland Holdco Management LLC and Inland American

Holdco Management LLC 21

10.15 Operating Agreement of Oak Property and Casualty LLC dated as of October 2006 among Inland Real Estate

Corporation Inland Retail Real Estate Trust Inc Inland Western Retail Real Estate Trust Inc Inland American

Real Estate Trust Inc and Inland Risk and Insurance Management Services Inc 22

10.16 Oak Property and Casualty LLC Membership Participation Agreement dated as of October 2006 among Inland

Real Estate Corporation Inland Retail Real Estate Trust Inc Inland Western Retail Real Estate Trust Inc Inland

American Real Estate Trust Inc and Inland Risk and Insurance Management Services Inc 23

10.17 Articles of Association of Oak Real Estate Association dated as of October 2006 among Inland Real Estate

Corporation Inland Retail Real Estate Trust Inc Inland Western Retail Real Estate Trust Inc Inland American

Real Estate Trust Inc and Inland Risk and Insurance Management Services Inc 24

10.18 Agreement for the Contribution of Limited Liability Company Interests dated as of October 10 2006 among
Inland Real Estate Corporation Inland Venture Corporation and IRC-IREX Venture LLC 25

10.19 Second Amended and Restated Term Loan Agreement dated as of August 21 2012 among Inland Real Estate

Corporation and KeyBank National Association as Lender and Administrative Agent Wells Fargo Bank National

Association and Bank of America N.A as Lenders and Co- Syndication Agents KeyBanc Capital Markets Wells

Fargo Securities LLC and Merrill Lynch Pierce Fenner and Smith Incorporated as Co-Lead Arrangers RBS
Citizens National Association dlb/a Charter One as Lender and as Co-Documentation Agent BMO Capital

Markets as Co- Documentation Agent PNC Bank National Association as Lender and the other entities which

may become parties as additional Lenders 26

10.20 Limited Liability Company Agreement of IRC-IREX Venture II LLC dated as of May 2009 among Inland

Exchange Venture Corporation and Inland Real Estate Exchange Corporation 27

10.21 Sales Agency Agreement dated November 10 2009 by and between Inland Real Estate Corporation and BMO
Capital Markets Corp 28

10.22 Underwriting Agreement dated May 12 2009 among Inland Real Estate Corporation and Merrill Lynch Pierce

Fenner Smith Incorporated and Wachovia Capital Markets LLC as representatives of the several underwriters

named in Schedule thereto 29

10.23 Limited Liability Company Agreement of IRC-IREX Venture LLC dated as of September 2006 among Inland

Venture Corporation and Inland Real Estate Exchange Corporation 30

10.24 Limited Partnership Agreement of INP Retail L.P dated as of June 2010 among Inland Real Estate

Corporation Stichting Depositary PGGM Private Real Estate Fund Dutch foundation acting in its capacity as

depositary of and for the account and risk of PGGM Private Real Estate Fund Dutch fund for the joint account

of the participants and NP Retail Management Company LLC 31

10.25 First Amendment to the Limited Partnership Agreement of INP Retail L.P made and entered into as of October

2012 among the Company Stichting Depositary PGGM Private Real Estate Fund Depositary Dutch

foundation acting in its capacity as depositary of and for the account and risk of PGGM Private Real Estate Fund
Dutch fund for the joint account of the participants and INP Retail Management Company LLC 32

10.26 Dealer-Manager Agreement dated as of June 29 2010 by and between Macquarie Capital USA Inc 33

10.27 First Amendment to the Limited Liability Company Agreement of IRC-IREX Venture II LLC dated as of

January 1201134

10.28 Second Amendment to Amended and Restated Term Loan Agreement dated as of March 11 2011 by and among
Inland Real Estate Corporation as Borrower KeyBank National Association individually and as Administrative

Agent and the Lenders 35

10.29 Second Amendment to Fourth Amended and Restated Credit Agreement dated as of March 11 2011 by and

among Inland Real Estate Corporation as Borrower KeyBank National Association individually and as

Administrative Agent and the Lenders 36
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10.30 Third Amendment to Amended and Restated Term Loan Agreement dated as of June 23 2011 by and among
Inland Real Estate Corporation as Borrower KeyBank National Association individually and as Administrative

Agent and the Lenders 37

10.31 Third Amendment to Fourth Amended and Restated Credit Agreement dated as of June 23 2011 by and among
Inland Real Estate Corporation as Borrower KeyBank National Association individually and as Administrative

Agent and the Lenders 38

10.32 Fourth Amendment to Fourth Amended and Restated Credit Agreement dated as of March 29 2012 by and

among Inland Real Estate Corporation as Borrower KeyBank National Association individually and as

Administrative Agent and the Lenders 39

10.33 Fourth Amendment to Amended and Restated Term Loan Agreement dated as of April 23 2012 by and among
Inland Real Estate Corporation as Borrower KeyBank National Association individually and as Administrative

Agent and the Lenders 40

10.34 Purchase Agreement dated September 29 2011 by and among Inland Real Estate Corporation on the one hand

and Wells Fargo Securities LLC and Merrill Lynch Pierce Fenner Smith Incorporated as representatives of

the several Underwriters listed on Schedule attached thereto on the other hand 41

10.35 Unsecured Loan Agreement dated as of November 15 2011 by and among Inland Real Estate Corporation as

Borrower and Wells Fargo Bank National Association as Lender 42

10.36 First Modification Agreement dated as of June 28 2012 to the Unsecured Loan Agreement dated as of

November 15 2011 by and between Wells Fargo Bank National Association and Inland Real Estate Corporation

43

10.37 Second Modification Agreement the Agreement effective as of November 15 2011 by and between Wells

Fargo Bank National Association as Lender and Inland Real Estate Corporation as Borrower 44

10.38 Promissory Note dated as of November 15 2011 between Inland Real Estate Corporation as Borrower and Wells

Fargo Bank National Association as Lender 45

10.39 Repayment Guaranty dated as of November 15 2011 by the subsidiary guarantors identified on the signature

page thereto in favor of Wells Fargo Bank National Association 46

10.40 Sales Agency agreement dated November 16 2012 among Inland Real Estate Corporation BMO Capital

Markets Jeifries Company Inc and KeyBanc Capital Markets Inc 47

10.41 Purchase Agreement dated as of February 28 2012 among Inland Real Estate Corporation and Wells Fargo

Securities LLC as the representative of the several underwriters named in Schedule thereto 48

10.42 Agreement for transfer of membership interest made as of July 2010 by and among Inland Real Estate

Corporation IREC and New York State Teachers Retirement System the sold members of IN Retail Fund

L.L.C which is the sole member of IN Retail Fund Algonquin Commons L.L.C which owns the property

commonly known as Algonquin Commons Shopping Center to transfer all of the membership interests of IN

Retail Fund Algonquin Commons L.L.C to IREC 49

10.43 Assignment and Assumption of Membership Interest as of July 2010 from IN Retail Fund L.L.C to Inland

Real Estate Corporation of all of its interest in IN Retail Fund Algonquin Conunons L.L.C made subject and

pursuant to that certain Agreement for Transfer of Membership Interest Algonquin Commons Shopping Center

dated as of July 2010 by and among Assignee and New York State Teachers Retirement Systems 50

10.44 Amendment to Mortgage entered into as of December 16 2004 between Teachers Insurance and Annuity

Association of America Lender and Algonquin Phase Associates LLC and Algonquin Commons LLC

collectively Borrower to amend the Mortgage on Phase of Algonquin Commons to reflect the making of the

Phase II Loan and to confirm that the at the Mortgage as amended secures the Note related to the Phase loan

51

10.45 Guaranty by JeffIey Anderson as original Guarantor to TEACHERS INSURANCE AND ANNUITY

ASSOCIATION OF AMERICA as Lender dated as of December 2004 to pay and perform when due the

Liabilities as defined in the Guaranty and to pay on demand the Expenses as defined in the Guaranty as

Guaranty of payment and performance not of collection made in connection with that certain Construction Loan

Disbursement Agreement dated of even date related to the loan and promissory note also dated of even date in

the original principal amount of $21000000 made by Borrower in favor of Lender related to the property known

as Algonquin Commons 52
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10.46 Guaranty by IN RETAIL FUND L.L.C to TEACHERS INSURANCE AND ANNUITY ASSOCIATION OF

AMERICA as Lender to pay and perform when due the Liabilities as defined in the Guaranty and to pay on

demand the Expenses as defined in the Guaranty as Guaranty of payment and performance not of collection

made in connection with the assumption by RETAIL FUND ALGONQUIN COMMONS L.L.C

Borrower of that certain loan the Loan originally made to the prior owner which is evidenced by that

certain promissoly note dated December 16 2004 in the original principal amount of $21000000.00 related to

the property known as Algonquin Commons 53

10.47 LOAN ASSUMPTION AGREEMENT made and entered into as of February 15 2006 by and between

ALGONQUIN PHASE ASSOCIATES LLC arLd ALGONQUIN COMMONS LLC as prior guarantor IN

RETAIL FUND ALGONQUIN COMMONS L.L.C as Borrower IN RETAIL FUND L.L.C as new guarantor

and TEACHERS INSURANCE AND ANNUITY ASSOCIATION OF AMERICA as lender related to that

certain promissory note dated October 29 2004 in the original principal amount of $77300000 54

10.48 LOAN ASSUMPTION AGREEMENT made and entered into as of February 15 2006 by and between prior

owner JEFFREY ANDERSON as prior guarantor IN RETAIL FUND ALGONQUIN COMMONS L.L.C as

Borrower IN RETAIL FUND L.L.C as new guarantor and TEACHERS INSURANCE AND ANNUITY

ASSOCIATION OF AMERICA as Lender related to that certain promissory note dated December 16 2004 in

the original principal amount of $21000000.00 related to Algonquin Commons Phase II 55

10.49 MORTGAGE ASSIGNMENT OF LEASES AND RENTS SECURITY AGREEMENT AND FIXTURE FILING

STATEMENT made December 2004 by ALGONQUIN COMMONS LLC ALGONQUIN PHASE II

ASSOCIATES LLC iRA ANDERSON OFFICE PARK LLC JRA BEECHMONT TWINS LLC iRA FAMILY
LIMITED LIABILITY COMPANY MFF ASSCCIATES LLC and TGH ASSOCIATES LLC collectively as

Borrower for the benefit of TEACHERS INSURANCE AND ANNUITY ASSOCIATION OF AMERICA as

Lender in connection with the loan and promissory note in principal amount of $21000000 due and payable on

November 2014 related to Algonquin Commons Phase II 56

10.50 OPEN-END MORTGAGE ASSIGNMENT OF LEASES AND RENTS SECURITY AGREEMENT AND
FIXTURE FILING STATEMENT made this 29th day of October 2004 by ALGONQUIN PHASE
ASSOCIATES LLC and ALGONQUIN COMMONS LLC collectively as Borrower for the benefit of

TEACHERS INSURANCE AND ANNUITY ASSOCIATION OF AMERICA as Lender in connection with the

loan and promissory note in the maximum principal amount of $77300000 due and payable on November
2014 related to Algonquin Commons Phase 57

10.51 Promissory note by ALGONQUIN PHASE IASSOCIATES LLC and ALGONQUIN COMMONS LLC

collectively as Borrower to TEACHERS INSURANCE AND ANNUITY ASSOCIATION OF AMERICA as

Lender to pay loan made in the principal sum of $77300000 related to Algonquin Commons Phase 58

10.52 Promissory note by ALGONQUIN COMMONS LLC ALGONQUIN PHASE II ASSOCIATES LLC iRA

ANDERSON OFFICE PARK LLC iRA BEECHMONT TWINS LLC JRA FAMILY LIMITED LIABILITY

COMPANY MFF ASSOCIATES LLC and TGH ASSOCIATES LLC collectively as Borrower to TEACHERS
INSURANCE AND ANNUITY ASSOCIATION OF AMERICA as Lender to pay loan made in the principal

sum of $21000000 related to Algonquin Commons Phase II 59

10.53 Construction Loan Disbursement Agreement entered into effective .as of December 2004 by and between each of

ALGONQUIN COMMONS LLC ALGONQUIN PHASE II ASSOCIATES LLC iRA ANDERSON OFFICE

PARK LLC JRA BEECHMONT TWINS LLC JRA FAMILY LIMITED LIABILITY COMPANY MFF

ASSOCIATES LLC and TGH ASSOCIATES LLC collectively and jointly and severally as Borrower and

TEACHERS INSURANCE AND ANNUITY ASSOCIATION OF AMERICA as Lender in connection with the

$21000000 loan made to Algonquin Commons Phase II 60

10.54 Limited Liability Company Agreement of IRC-IREX Venture II LLC dated as of January 2013 among Inland

Exchange Venture Corporation and Inland Private Capital Corporation f/k/a Inland Real Estate Exchange

Corporation

12.1 Computation of Ratios

14.1 Code of Ethics 61

21.1 Subsidiaries of the Registrant

23.1 Consent of KPMG LLP dated February 28 2013

31.1 Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 Certification of Principal Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1 Certification of Principal Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

32.2 Certification of Principal Financial Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
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99.1 Lock-Up Agreement between Inland Real Estate Corporation and Daniel Goodwin Inland Real Estate

Investment Corporation The Inland Group Inc and Inland Investment Stock Holding Company dated May
2007 62

101 The following financial information from our Annual Report on Form 10-K for the year ended December 31
2012 filed with the Securities and Exchange Commission on February 28 2013 is formatted in Extensible

Business Reporting Language XBRL Consolidated Balance Sheets ii Consolidated Statements of

Operations and Comprehensive Income iii Consolidated Statements of Equity iv Consolidated Statements of

Cash Flows Notes to Consolidated Financial Statements tagged as blocks of text 63

Incorporated by reference to Exhibit 3.1 to the Registrants Quarterly Report on Form 10-Q for the quarterly

period ended September 30 2012 as filed by the Registrant with the Securities and Exchange Commission on

November 2012 file number 001-32185

Incorporated by reference to Exhibit 3.3 to the Registrants Quarterly Report on Form 10-Q/A for the period ended

September 30 2012 as filed by the Registrant with the Securities and Exchange Commission on November 16

2012 file number 001-32185

Incorporated by reference to Exhibit 3.5 to the Registrants Current Report on Form 8-K dated April 23 2010 as

filed by the Registrant with the Securities and Exchange Commission on April 23 2010 file number 001-32185.

Incorporated by reference to Exhibit 4.1 to the Registrants current report on Form 8-K as filed by the Registrant

with the Securities and Exchange Commission on November 16 2012 file number 001-32185

Incorporated by reference to the Registrants Form S-3 Registration Statement as filed by the Registrant with the

Securities and Exchange Commission on July 15 2009 file number 333-160582

Incorporated by reference to Exhibit 4.1 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on August 16 2010 file number 001-32185

Incorporated by reference to Exhibit of Exhibit 4.1 to the Registrants Current Report on Form 8-K as filed by

the Registrant with the Securities and Exchange Commission on August 16 2010 file number 001-32185

Incorporated by reference to Exhibit 10.2 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on August 27 2012 file number 001-32185

Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K dated June 23 2005 as

filed by the Registrant with the Securities and Exchange Commission on June 28 2005 file number 001-32185

10 Incorporated by reference to Exhibit 10.4 to the Registrants Annual Report on Form 10-KIA as filed by the

Registrant with the Securities and Exchange Commission on February 28 2012 file number 001-32185

11 Incorporated by reference to Exhibit 10.2 to the Registrants Current Report on Form 8-KIA dated October

2004 as filed by the Registrant with the Securities and Exchange Commission on October 22 2004 file number

001-32 185

12 Incorporated by reference to Exhibit 10.6 to the Registrants Annual Report on Form 10-K as filed by the

Registrant with the Securities and Exchange Commission on February 27 2012 file number 001-32185

13 Incorporated by reference to Exhibit 10.7 to the Registrants Annual Report on Form 10-K as filed by the

Registrant with the Securities and Exchange Commission on February 27 2012 file number 001-32185

14 Incorporated by reference to Exhibit 10.6 to the Registrants Quarterly Report on Form 10-Q for the quarterly

period ended June 30 2012 as filed by the Registrant with the Securities and Exchange Commission on August

2012 file number 001-32185

15 Incorporated by reference to Exhibit 10.3 to the Registrants Quarterly Report on Form 0-Q for the quarterly

period ended September 30 2004 as filed by the Registrant with the Securities and Exchange Commission on

November 2004 file number 001-32185

16 Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on April 24 2012 file number 001-32185
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17 Incorporated by reference to Exhibit 10.2 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on April 24 2012 file number 001-32185

18 Incorporated by reference to Exhibit 10.3 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on April 24 2012 file number 001-32 185

19 Incorporated by reference to Exhibit 10.4 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on April 24 2012 file number 001-32185

20 Incorporated by reference to Exhibit 10.5 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on April 24 2012 file number 001-32185

21 Incorporated by reference to Exhibit 10.1 to the Registrants Quarterly Report on Form l0-Q for the quarterly

period ended September 30 2006 as filed by the Registrant with the Securities and Exchange Commission on

November 2006 file number 001-32185

22 Incorporated by reference to Exhibit 10.4 to the Registrants Quarterly Report on Form 10-Q for the quarterly

period ended September 30 2006 as filed by the Registrant with the Securities and Exchange Commission on

November 2006 file number 001-32 185

23 Incorporated by reference to Exhibit 10.5 to the Registrants Quarterly Report on Form lO-Q for the quarterly

period ended September 30 2006 as filed by the Registrant with the Securities and Exchange Commission on

November 2006 file number 001-32185

24 Incorporated by reference to Exhibit 10.6 to the Registrants Quarterly Report on Form 10-Q for the quarterly

period ended September 30 2006 as filed by the Registrant with the Securities and Exchange Commission on

November 2006 file number 001-32 185

25 Incorporated by reference to Exhibit 10.7 to the Registrants Quarterly Report on Form 10-Q for the quarterly

period ended September 30 2006 as filed by the Registrant with the Securities and Exchange Commission on

November 2006 file number 001-32185

26 Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on August 27 2012 file number 001-32185

27 Incorporated by reference to Exhibit 10.1 to the Registrants Quarterly Report on Form 10-Q as filed by the

Registrant with the Securities and Exchange Commission on May 2009 file number 001-32185

28 Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K dated November 10

2009 as filed by the Registrant with the Securities and Exchange Commission on November 10 2009 file

number 001-32 185

29 Incorporated by reference to Exhibit 1.1 to the Registrants Current Report on Form 8-K dated May 12 2009 as

filed by the Registrant with the Securities and Exchange Commission on May 12 2009 file number 001-32185

30 Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K dated September

2006 as filed by the Registrant with the Securities and Exchange Commission on September 2006 file number

001-32185

31 Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on June 2010 file number 001-32185

32 Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on October 15 2012 file number 001-32185

33 Incorporated by reference to Exhibit 1.1 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on June 29 2010 file number 001-32185

34 Incorporated by reference to Exhibit 10.23 to the Registrants Annual Report on Form 10-K as filed by the

Registrant with the Securities and Exchange Commission on February 28 2011 file number 001-32185

35 Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on March 17 2011 file number 001-32185
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36 Incorporated by reference to Exhibit 10.2 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on March 17 2011 file number 001-32185

37 Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on June 29 2011 file number 001-32185

38 Incorporated by reference to Exhibit 10.2 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on June 29 2011 file number 001-32185

39 Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on April 2012 file number 001-32185

40 Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on April 25 2012 file number 001-32185

41 Incorporated by reference to Exhibit 1.1 to the Registrants Current Report on Form 8-K dated September 29

2011 as filed by the Registrant with the Securities and Exchange Commission on October 2011 file number

00 1-32 185

42 Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on November 21 2011 file number 001-32185

43 Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on July 2012 file number 001-32185

44 Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on August 2012 file number 001-32185

45 Incorporated by reference to Exhibit 10.2 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on November 21 2011 file number 001-32185

46 Incorporated by reference to Exhibit 10.3 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on November 21 2011 file number 001-32185

47 Incorporated by reference to Exhibit 10.1 to the Registrants Current Report on Form 8-K as filed by the

Registrant with the Securities and Exchange Commission on November 16 2012 file number 00132185

48 Incorporated by reference to Exhibit 1.1 to the Registrants Current Report on Form 8-K as filed by the Registrant

with the Securities and Exchange Commission on March 2012 file number 001-32185

49 Incorporated by reference to Exhibit 10.9 to the Registrants Quarterly report on Form 10-Q for the quarterly

period ended June 30 2012 as filed by the Registrant with the Securities and Exchange Commission on August

2012 file number 001-32185

50 Incorporated by reference to Exhibit 10.10 to the Registrants Quarterly report on Form 10-Q for the quarterly

period ended June 30 2012 as filed by the Registrant with the Securities and Exchange Commission on August

2012 file number 001-32185

51 Incorporated by reference to Exhibit 10.11 to the Registrants Quarterly report on Form 10-Q for the quarterly

period ended June 30 2012 as filed by the Registrant with the Securities and Exchange Commission on August

2012 file number 001-32185

52 Incorporated by reference to Exhibit 10.12 to the Registrants Quarterly report on Form 0-Q for the quarterly

period ended June 30 2012 as filed by the Registrant with the Securities and Exchange Commission on August

2012 file number 001-32185

53 Incorporated by reference to Exhibit 10.13 to the Registrants Quarterly report on Form 10-Q for the quarterly

period ended June 30 2012 as filed by the Registrant with the Securities and Exchange Commission on August

2012 file number 001-32185

54 Incorporated by reference to Exhibit 10.14 to the Registrants Quarterly report on Form 0-Q for the quarterly

period ended June 30 2012 as filed by the Registrant with the Securities and Exchange Commission on August

2012 file number 001-32 185
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55 Incorporated by reference to Exhibit 10.15 to the Registrants Quarterly report on Form 10-Q for the quarterly

period ended June 30 2012 as filed by the Registrant with the Securities and Exchange Commission on August

2012 file number 00 1-32185

56 Incorporated by reference to Exhibit 10.16 to the Registrants Quarterly report on Form 10-Q for the quarterly

period ended June 30 2012 as filed by the Registrant with the Securities and Exchange Commission on August

2012 file number 001-32185

57 Incorporated by reference to Exhibit 10.17 to the Registrants Quarterly report on Form 10-Q for the quarterly

period ended June 30 2012 as filed by the Registrant with the Securities and Exchange Commission on August

2012 file number 001-32 185

58 Incorporated by reference to Exhibit 10.18 to the Registrants Quarterly report on Form 0-Q for the quarterly

period ended June 30 2012 as filed by the Registrant with the Securities and Exchange Commission on August

2012 file number 001-32185

59 Incorporated by reference to Exhibit 10.19 to the Registrants Quarterly report on Form 10-Q for the quarterly

period ended June 30 2012 as filed by the Registrant with the Securities and Exchange Commission on August

2012 file number 001-32185

60 Incorporated by reference to Exhibit 10.20 to the Registrants Quarterly report on Form 10-Q for the quarterly

period ended June 30 2012 as filed by the Registrant with the Securities and Exchange Commission on August

2012 file number 001-32185

61 Incorporated by reference to Exhibit 14.1 to the Registrants Annual Report on Form 10-K for the fiscal year

ended December 31 2003 as filed by the Registrant with the Securities and Exchange Commission on March 15

2004 file number 000-28382

62 Incorporated by reference to Exhibit 99.1 to the Registrants Quarterly Report on Form 0-Q for the quarter

period ended March 31 2007 as filed by the Registrant with the Securities and Exchange Commission on

May 10 2007 file number 001-32185

63 The XBRL related information in Exhibit 101 to this Annual Report on Form 10-K shall not be deemed filed for

purposes of Section 18 of the Securities and Exchange Act of 1934 as amended or otherwise subject to liability

of that section and shall not be incorporated by reference into any filing or other document pursuant to the

Securities Act of 1933 as amended except as shall be expressly set forth by specific reference in such filing or

document

Filed as part of this Annual Report on Form 10-K
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Date June 27 2013
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Place 2901 Butterfield Road
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Inland Real Estate Corporation

2901 Butterfield Road

Oak Brook Illinois 60523

888 331-4732

Notice of Annual Meeting of Stockholders

to be held June 27 2013

Dear Stockholder

Our annual stockholders meeting will be held on June 27 2013 at 1000 am central time at our principal

executive offices located at 2901 Butterfield Road in Oak Brook Illinois 60523 At our annual meeting we will ask you

to

elect seven directors

ratify the selection of KPMG LLP as our independent registered public accounting firm for the fiscal year

ending December 31 2013

3a approve the amendment and restatement of our charter the Charter to remove provisions originally

included to comply with the NASAA REIT Guidelines as described in the proxy materials

3b approve the amendment and restatement of our Charter to accord generally with the practices of other

REITs listed on the New York Stock Exchange as described in the proxy materials

vote upon non-binding advisory resolution to approve our executive compensation and

transact any other business that may properly be presented at the annual meeting and at any adjournment

or postponement thereof

We are relying on Securities and Exchange Commission rules that allow us to furnish proxy materials to you via

the Internet Unless you have already requested to receive printed set of proxy materials you will receive Notice

Regarding the Internet Availability of Proxy Materials This Notice contains instructions on how to access proxy

materials and authorize proxy to vote your shares via the Internet or if you prefer to request printed set of proxy

materials at no additional cost to you

Only common stockholders of record at the close of business on April 26 2013 will be entitled to vote at the

meeting or any continuations postponements or adjournments thereof list of these stockholders will be available

at our offices at least ten days before the annual meeting

Please sign date and promptly return the enclosed proxy card in the enclosed envelope or authorize proxy by

telephone or Internet instructions are on your proxy card so that your shares will be represented whether or not you

attend the annual meeting

By order of the Board of Directors

Is Beth Sprecher Brooks

Beth Sprecher Brooks

Senior Vice President Secretary and General Counsel

May 17 2013
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INFORMATION ABOUT THE ANNUAL MEETING

This proxy statement contains information related to the annual meeting the annual meeting of stockholders

to be held June 27 2013 beginning at 1000 a.m central time at our principal executive offices located at 2901

Butterfield Road Oak Brook illinois 60523 and any postponements or adjournments thereof This proxy statement

contains information we are required to provide to you under the rules of the Securities and Exchange Commission the

SEC

Information Regarding this Solicitation

We are delivering these proxy materials to each record holder in connection with the solicitation by our board of

directors of proxies to be voted at the annual meeting and at any continuations postponements or adjoumments thereof

If you own shares of common stock in more than one account such as individually and jointly with your spouse you may

receive more than one set of these materials Please make sure to vote all of your shares

Available Information We are taking advantage of rules promulgated by the Securities and Exchange

Commission that allow companies to furnish proxy materials to their stockholders over the Internet We believe that this

e-proxy process will among other things result in the proxy materials being provided to stockholders more quickly and at

lower cost If you held shares of our common stock as of the close of business on April 26 2013 the Record Date

you are being provided with Notice of Internet Availability of Proxy Materials the Notice of Internet Availability

We will send full set of proxy materials or Notice of Internet Availability on or about May 17 2013 and provide

access to our proxy materials over the Internet beginning on May 13 2013 for the holders of record and beneficial

owners of our common stock as of the close of business on the Record Date The Notice includes instructions on

accessing the proxy materials over the Internet and requesting printed copies of these materials Any stockholder may

request to receive proxy materials in printed form at no additional cost by following the instructions set forth in the

Notice The Notice of Internet Availability also instructs you on how you may authorize your proxy over the Internet

Purpose of the Annual Meeting

The board of directors of Inland Real Estate Corporation Maryland corporation referred to herein as the

Company we our or us is soliciting your vote for the 2013 annual meeting of the Companys stockholders At

the meeting you will be asked to

elect seven directors

ratify the selection of KPMG LLP sometimes referred to herein as KPMG as our independent registered

public accounting firmfor the fiscal year ending December 31 2013

3a approve the amendment and restatement of our Charter to remove provisions originally
included to comply

with the NASAA REIT Guidelines as described below

3b approve the amendment and restatement of our Charter to accord generally with the practices of other

REITs listed on the New York Stock Exchange as described below

vote upon non-binding advisory resolution to approve executive compensation and

transact any other business that may properly be presented at the annual meeting and at any adjournment or

postponement thereof

Our board of directors recommends that you vote FOR each of the above proposals



Attending the Annual Meeting If you plan on attending the annual meeting in person please contact Ms Dawn

Benchelt Director of Investor Relations at 888 331-4732 so that we can arrange for sufficient space to accommodate

all attendees If you attend please note that you may be asked to present valid government-issued picture identification

Please also note that if you hold your shares in street name that is through broker or other nominee you will need to

bring copy of your voting instruction card or brokerage statement reflecting your stock ownership as of the Record Date

and check in at the registration desk at the meeting Cameras recording devices cell phones and other electronic devices

will not be permitted at the meeting other than those operated by the Company or its designees

Other Matters Generally no business aside from the items discussed in this proxy statement may be transacted

at the annual meeting We are not aware of any other matter to be presented at the meeting however if any other

proposals properly come before the meeting as determined by the chairman of the meeting your proxies are authorized to

act on the proposal at their discretion Generally stockholders seeking to make nomination or bring other business

before the meeting must provide among other things notice thereof in writing to our corporate secretary at our office not

less than forty-five days before the anniversary date on which we first mailed our notice of meeting and proxy materials

for the meeting of stockholders held last year We mailed the notice and proxy materials on May 11 2012 for the meeting

of stockholders held last year Therefore any stockholder desiring to nominate person for election to our board or to

bring other business before the meeting is required to have provided us with notice of any nominations or such other

business by March 27 2013 We did not receive notice of any proposal by that date

Information Regarding Stockholders

Stockholders Entitled to Vote The close of business on April 26 2013 has been fixed as the Record Date for

determining common stockholders entitled to notice of and to vote at the annual meeting or any adjournments or

postponements of the meeting list of these stockholders will be available at our offices at least ten days before the

meeting Common stockholders of record will have one vote for each share of our common stock that they owned at the

Record Date There is no cumulative voting

As of the Record Date there were 89977696 shares of our common stock outstanding As of the Record Date

The Inland Group Inc referred to herein as TIGI and its affiliates had the power to vote approximately 11135930
shares representing approximately 12.4% of our outstanding common stock Daniel Goodwin one of our directors is

the controlling stockholder of TIGI

Record Holder and Street Name Holders You are record holder if you held our shares directly in your

name as recorded by our registrar and transfer agent Registrar and Transfer Company as common stockholder at the

Record Date If you held your shares through bank financial institution trust or other nominee as of the Record Date

then you are holder of our shares in street name

Information Regarding Voting

Record Holders If you are record holder you may vote in person or by granting one or more individuals the

right to vote as your proxy on the proposals You may authorize Thomas DArcy Mark Zalatoris and Beth Sprecher

Brooks to vote as your proxy in any of the following ways

by mail sign date and return the proxy card in the enclosed envelope

via telephone dial 800-690-6903 anytime prior to 1159 P.M Eastern Time on June 26 2013 and follow

the instructions provided on the proxy card or

via the Internet go to www.proxyvote.com anytime prior to 1159 P.M Eastern Time on June 26 2013 and

follow the instructions provided on the proxy card

If you return properly executed proxy card but do not indicate how your shares should be voted they will be

voted in accordance with our boards recommendation for each proposal You may revoke your proxy at any time before

it is exercised by sending written notice to us to the attention of Mr Mark Zalatoris providing us with later



dated properly executed proxy or attending the annual meeting in person and voting your shares Merely attending

the annual meeting without further action will not revoke prior grant of the right to vote your shares by proxy

Street Name Holders If you hold your shares in street name you must instruct your broker or other nominee to

vote your shares You should review the voting form used by your broker or other nominee to determine the method by

which you may provide voting instructions to the broker or other nominee

Broker Non- Votes broker non-vote occurs when stockholder holding our shares in street name fails to

provide voting instructions to his or her broker or other nominee Under the rules of the New York Stock Exchange the

NYSE if you do not provide voting instructions the firm that holds your shares will have discretionary authority to

vote your shares only with respect to routine matters Of the items to be considered at our annual meeting only the

appointment of KPMG is considered routine Those non-routine items for which stockholders broker or other

nominee has not received instructions to vote are treated as broker non-votes If you do not provide voting instructions

to your broker or other nominee your shares will not be voted or counted towards any of the items other than Proposal

Ratification of KPMG Broker non-votes will have the effect of vote against each of Proposal 3a and Proposal 3b
We encourage you to provide instructions to your broker or other nominee regarding the voting of your shares

Abstentions Abstentions will be treated as being present at the annual meeting for purposes of establishing

quorum but will not count as vote cast with respect to matter Abstentions will have the effect of vote against each of

Proposal 3a and Proposal 3b to amend and restate our Charter as described below

Failure to Vote failure to attend the meeting either in person or by proxy will have the effect of reducing the

total number of votes cast Because the approval of Proposal 3a and Proposal 3b to amend and restate our Charter as

described below each require the affirmative vote of majority of votes entitled to be cast as opposed to majority of

votes actually cast failure to attend the meeting either in person or by proxy by stockholder entitled to vote will have

the effect of vote against each of Proposal 3a and Proposal 3b

Tabulation of the Vote representative from Broadridge will tabulate all votes cast at the annual meeting and

will act as the inspector
of election at the meeting

Information Regarding Votes Necessary for Action to Be Taken

Quorum Requirement Persons with the right to vote majority of our outstanding shares as of the Record Date

must be present in person or by proxy in order for action to be taken at the annual meeting For these purposes

abstentions and broker non-votes will be counted as present for establishing quorum

Proposal Election of Directors Nominees must receive majority of the votes cast for election at meeting

at which quorum is present This means that the number of shares voted for nominee must exceed the number of

shares voted against that nominee in order for that nominee to be elected Only votes cast for or against are

counted as votes cast with respect to nominee

Proposal Ratflcation of KPMG The affirmative vote of majority of the votes cast at meeting at which

quorum is present is required for the ratification of our selection of KPMG as our independent registered public

accounting firmfor the year ending December 31 2013

Proposal 3a Amendment and Restatement of our Charter The affirmative vote of majority of the votes

entitled to be cast is required to approve proposal 3a to amend and restate certain provisions of our Charter as described

below

Proposal 3b Amendment and Restatement of our Charter The affirmative vote of majority of the votes

entitled to be cast is required to approve proposal 3b to amend and restate certain provisions of our Charter as described

below



Proposal Advisory Resolution on Executive Compensation The affirmative vote of majority of the votes

cast at meeting at which quorum is present is required to approve the non-binding advisory resolution to approve

executive compensation

None of the proposals if approved entitle any of the stockholders to appraisal rights under Maryland law

Costs of Proxies

We will pay the cost and expenses of printing and mailing the Notice of Internet Availability and soliciting and

obtaining the proxies We also intend to request that brokers banks and other nominees solicit proxies from their

principals We will reimburse the brokers banks and other nominees for certain expenses that they incur for these

activities Proxies may be solicited without additional compensation by our directors officers or employees by mail

telephone email personal interviews or other methods of communication We have retained Georgeson Inc to solicit

proxies The cost of such services is estimated to be $9600 plus the reimbursement of out-of-pocket costs and expenses

In addition certain of our officers directors and employees who will receive no extra compensation for their services

may solicit proxies by telephone by fax or in person

Electronic Access/Available Information

You can elect to view future proxy statements and annual reports over the Internet instead of receiving paper

copies in the mail If you are record holder you can choose this option and save us the cost of producing and mailing

these documents by following the instructions provided to you when you authorize your proxy over the Internet If you
choose to receive your proxy materials by accessing the Internet then before next years annual meeting you will receive

Notice of Internet Availability of Proxy Materials when the proxy materials and annual report are available over the

Internet Your choice will remain in effect until you tell us otherwise You do not have to elect Internet access each year

To view cancel or change your enrollment please go to www.proxvvote.com

We file reports proxy materials and other information with the SEC These reports proxy materials and other

information can be inspected and copied at the Public Reference Room maintained by the SEC at 100 Street NE
Washington D.C 20549 Copies also can be obtained by mail from the Public Reference Room at prescribed rates

Please call the SEC at 800 SEC-0330 for further information on the operation of the Public Reference Room In

addition the SEC maintains an Internet website http//www.sec.gov that contains reports proxy and information

statements and other information filed electronically with the SEC

Important Notice Regarding the Availabifity of Proxy Materials

This proxy statement the proxy card and our Annual Report are available on our website at

www.inlandrealestate.com Additional copies of this proxy statement or our Annual Report will be furnished to you
without charge by writing us at 2901 Butterfield Road Oak Brook Illinois 60523 Attention Investor Relations If

requested by eligible stockholders we also will provide copies of exhibits to our Annual Report for reasonable fee



STOCK OWNERSHIP

Stock Owned by Certain Beneficial Owners and Management

The following table shows the amount of common stock beneficially
owned unless otherwise indicated by

persons including any groups as that term is used in Section 3d3 of the Exchange Act who are known to us to

beneficially own more than 5% of the outstanding shares of our common stock our directors and each nominee for

director the executive officers and the directors and executive officers as group Except as otherwise indicated

all information is as of April 10 2013 The percent of class is calculated using 89963501 shares outstanding as of

April 102013

Amount and

Nature of

Beneficial Percent of

Name of Beneficial Owner Ownership Class

Daniel Goodwin2 12358044 13.7

The Inland Group Inc.4 12357719 13.7

Inland Real Estate Investment Corporation5 12129085 13.5

The Vanguard Group Inc.6 11294297 12.6

BlackRock Inc 7773608 9.0

Inland Investment Stock Holding Corporation8 7212118 8.0

Vanguard Specialized Funds

Vanguard REIT Index Fund 23-2834924 5906187 6.6

Inland Investment Advisors Inc 4772513 5.3

Mark ZalatorishlX2 125120

Brett Brown3 49165

Scott Carr114 48652

Joel Simmons1X5 35461

William AndersonlX6 30894

Heidi Lawton17 28916

Beth Sprecher Brooks118 27096

Thomas McAuley119 25669

Thomas DArcylX20 24769

Joel Herter21 23344

Thomas McWilliams22 16669

All Executive Officers and Directors as Group 12789679 14.0

Lessthanl.0%

Director

Mr Goodwins business address is 2901 Butterfield Road Oak Brook Illinois 60523 Mr Goodwin has sole voting power

over 1980957 shares shared voting power over 9107873 shares sole dispositive power over 5325 shares and shared

dispositive power over 12352719 shares Mr Goodwin and his spouse directly own 2102228 shares of common stock and

beneficially own 5000 shares underlying options presently exercisable Mr Goodwin also beneficially owns all the shares

beneficially owned by TIGI which beneficially owns 9091 shares directly and an additional 12348628 shares indirectly

including 7212118 shares owned directly by Inland Investment Stock Holding Corporation IISHC 137110 shares

owned directly by Partnership Ownership Corporation POCand 219543 shares owned directly by another wholly owned

subsidiary of TIGI and 4772513 shares managed by Inland Investment Advisors Inc Adviser IISHC POC and

Adviser are wholly owned subsidiaries of Inland Real Estate Investment Corporation IREIC which in turn is wholly

owned subsidiary of TIGI Mr Goodwin is the controlling shareholder of TIGI



As of April 10 2013 2159584 of the shares reported in the table as beneficially owned by Mr Goodwin TIGI and IREIC

were pledged as security in brokerage margin account and 7212118 shares owned directly by IISHC and 137110 shares

owned directly POC were pledged as security to banks for secured revolving credit facility extended to IREIC

Mr Goodwin is neither party to the agreement governing the credit facility nor has he directly received any proceeds frOm

that facility See footnote above for the relationship of Mr Goodwin TIGI and IREIC to the pledgors IISHC and POC

TIGIs business address is 2901 Butterfield Road Oak Brook Illinois 60523 TIGI shares voting power over 8986602
shares and investment power over all of the shares that it beneficially owns TIGI beneficially owns 9091 shares directly and

12348628 shares indirectly including 7212118 shares owned directly by IISHC 137110 shares owned directly by POC
and 219543 shares owned directly by another wholly owned subsidiary of TIGI and 4772513 shares managed by Adviser

IREICs business address is 2901 Butterfield Road Oak Brook Illinois 60523 IREIC shares voting power over 7358903
shares and dispositive power over all of the shares that it beneficially owns IREIC beneficially owns all of its shares

indirectly including 7212118 shares owned directly by IISHC and 219543 shares owned directly by POC and 4772513
shares managed by Adviser

The business address for The Vanguard Group Inc -23-1945930 is 100 Vanguard Blvd Malvem Pennsylvania 19355 The

Vanguard Group has sole voting power over 221339 shares and shared voting power over 57000 shares and shared

dispositive power over 178339 shares and sole dispositive power 11115958 shares The information contained herein

respecting The Vanguard Group Inc is based solely on the Schedule 3G filed with by The Vanguard Group with the SEC

on February 2013

The business address for BlackRock Inc is 40 East 52nd Street New York New York 10022 BlackRock Inc has sole

voting and dispositive power over all of the shares that it beneficially owns The information contained herein respecting

BlackRock Inc is based solely on the Schedule 3G filed by BlackRock Inc with the SEC on February 2013

IISHCs business address is 701 North Green Valley Parkway Henderson Nevada 89074 IISHC shares voting and

dispositive power over all of the shares that it beneficially owns

The business address for Vanguard Specialized Funds Vanguard REIT Index Fund 23-2834924 is 100 Vanguard Blvd

Malvern Pennsylvania 19355 The Vanguard Group has sole voting power over all of the shares that it beneficially owns

The information contained herein respecting The Vanguard Group Inc is based solely on the Schedule 3G filed with by

The Vanguard Group with the SEC on February 14 2013

10 Advisers business address is 2901 Butterfield Road Oak Brook Illinois 60523 Adviser shares voting power over 47100
shares and dispositive power over 4772513 shares

11 Executive Officer

12 Mr Zalatoris has sole voting and investment power over 48273 shares and shared voting and investment power over 76847
shares Mr Zalatoriss beneficial ownership includes 4120 shares underlying an option presently exercisable Mr Zalatoris

and his wife beneficial ownership includes 2100 shares and 1700 shares directly owned by the Joanne Zalatoris Trust and

the Scott Zalatons Trust respectively

13 Mr Brown has sole voting and investment power over 24062 shares and shared voting and investment power with his wife

over 25103 shares Mr Browns beneficial ownership includes 1725 shares underlying an option presently exercisable

14 Mr Carr has sole voting power over 25640 shares and shared voting and investment power with his wife over 23012 shares

Mr Carr has sole investment power over 1957 shares Mr Carrs beneficial ownership includes 1726 shares underlying an

option presently exercisable

15 Mr Simmons has sole voting and investment power over all of the shares that he beneficially owns Mr Simmons

beneficial ownership includes 4000 shares underlying options presently exercisable



16 Mr Anderson has sole voting and investment power over 17635 shares and shared voting and investment power with his

wife over 13259 shares Mr Andersons beneficial ownership includes 1434 shares underlying an option presently

exercisable

17 Ms Lawton has sole voting and investment power over all of the shares she beneficially owns Ms Lawtons beneficial

ownership includes 8000 shares underlying options presently exercisable

18 Ms Sprecher Brooks has sole voting and investment power over all the shares that she beneficially owns Ms Sprecher

Brooks beneficial ownership includes 1466 shares underlying an option presently exercisable

19 Mr McAuley has sole voting and investment power over all of the shares that he beneficially owns Mr McAuleys

beneficial ownership includes 5000 shares underlying options exercisable

20 Mr DArcy has sole voting and investment power over all of the shares that he beneficially owns Mr DArcys beneficial

ownership includes 9000 shares underlying options presently exercisable

21 Mr Herter and his wife share voting and investment power over all of the shares that he beneficially owns Mr Herter and

his wifes beneficial ownership includes 8000 shares underlying options presently exercisable

22 Mr McWilliams has sole voting and investment power over all of the shares that he beneficially owns Mr McWilliams

beneficial ownership includes 9000 shares underlying options presently exercisable

Section 16a Beneficial Ownership Reporting Compliance

Section 16a of the Securities Exchange Act of 1934 as amended the Exchange Act requires that each

officer and director and each person as that term is defined in the Exchange Act beneficially owning more than 10% of

our common stock collectively the Reporting Persons file an initial statement of beneficial ownership Form and

statements of changes in beneficial ownership Forms and of our securities with the SEC The Reporting Persons

also are required to furnish us with copies of all Forms and that they file Based solely on review of the copies of

these forms furnished to us during and with respect to the fiscal year ended December 31 2012 or written representations

from our Reporting Persons that no additional forms were required we believe that all of our Reporting Persons complied

with these filing requirements in 2012 except each of the Directors filed one late Form reporting
the grant of restricted

shares pursuant to the Companys 2005 Equity Award Plan

10



CORPORATE GOVERNANCE PRINCIPLES

Our business is managed under the direction and oversight of our board which has formed three standing

committees comprised entirely of independent directors as required by the New York Stock Exchange audit

compensation and nominating and corporate governance Each committees function is described below The members

of our board of directors on the date of this proxy statement and the committees on which they serve are identified

below

Nominating and Corporate

Director Audit Compensation Governance

Thomas DArcy
Daniel Goodwin

Joel Herter

Heidi Lawton

Thomas McAuley

Thomas McWilliams

Joel Simmons

Indicates chairperson of the committee

In his capacity as the chairman of the board Thomas DArcy organizes the work of the board and ensures that

the board has access to sufficient information to carry out its functions including monitoring our performance and the

performance of management The chairman of the board presides over all meetings of the board and stockholders

establishes the agenda for each meeting and oversees the distribution of information to directors Our non-management

directors meet regularly in executive session without members of management present Our independent directors also

may meet without members of management or the non-independent directors present Mr DArcy generally presides at

these sessions Each director has access to the members of our management team or other employees as well as full

access to our books and records

Our board has adopted Guidelines on Corporate Governance that along with the charters adopted by each board

committee and our code of ethics provide the framework for our corporate governance complete copy of the

guidelines charters and code of ethics may be found using the Investor Relations link on our website at

www.inlandrealestate.com In addition printed copies of these materials are available to any stockholder without charge

by writing us at 2901 Butterfield Road Oak Brook Illinois 60523 Attention Investor Relations

Independence

As required by our Charter our Fourth Articles of Amendment and Restatement our bylaws and the New York

Stock Exchange majority of the directors serving on our board must be independent For purposes of our Charter

director will not be considered independent if he or she performs other services for us in addition to service as director

For purposes of complying with the requirements of Section 303A.02 of the Listed Company Manual of the New

York Stock Exchange which contains the standard for independence we have also adopted in our bylaws director will

not be considered independent if that director has material relationship with us whether directly or as partner

shareholder or officer of an organization that has relationship with us In addition director is not independent if

the director is or has been within the last three years employed by us or an immediate family member is or

has within the last three years served as one of our executive officers

we paid the director or an immediate family member more than $120000 during any twelve-month period

within the last three years in direct compensation excluding amounts paid in the form of director and

committee fees
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the director or an immediate family member is current partner or employee of our internal or external

auditor the directors immediate family member is current partner of our internal or external auditor the

directors immediate family member is current employee of our internal or external auditor and personally

works on our audit or the director or an immediate family member was within the last three years partner

of or employed by our internal or external auditor and personally worked on our audit within that time

the director or an immediate family member is or has within the last three years been employed as an

executive officer of another company where any of our present executive officers at the same time serves or

served on that companys compensation committee or

the director is employed by or an immediate family member is current executive officer of company that

has made payments to us or received payments from us for property or services in an amount which in any of

the last three fiscal years exceeds the greater of $1 million or 2% of the other companys consolidated gross

revenues

complete copy of the standards for independence applicable to our directors may be found under the Investor

Relations section of our website at www.inlandrealestate.com by clicking the Governance Documents link In

addition printed copies of these materials are available to any stockholder without charge by writing us at 2901

Butterfield Road Oak Brook Illinois 60523 Attention Investor Relations

Board Leadership Structure

Mr DArcy as chairman of the board is responsible for organizing the work of the board and presiding over

board meetings Because our chairman is independent we do not have separately designated lead independent director

Each board member is kept apprised of our business and developments impacting our business and has complete and open

access to the members of our management team The positions of chairman and chief executive officer are separate

positions held by different individuals So long as our chief executive officer is not member of our board of directors

he cannot be our chairman Mr Zalatoris as chief executive officer is responsible for the performance of the Company

consulting with the board on strategic direction and providing day-to-day leadership We believe that having chairman

who is not the chief executive officer is the best governance model for us and our stockholders Having the board operate

under the leadership and direction of someone independent from management facilitates the boards fulfillment of its

oversight responsibilities and its ability to function as an independent voice of the stockholders to hold management

accountable for the performance of the Company This division of authority and responsibilities also allows our chief

executive officer to focus his time on running our day-to-day business

Risk Oversight

Our board oversees risk through its review and discussion of regular periodic reports including management

reports and studies on existing market conditions leasing activity and property operating data as well as actual and

projected financial results and various other matters relating to our business its review of material transactions

requiring board approval including among others certain acquisitions and dispositions of properties and financings

the oversight of our business and corporate governance policies through the proceedings of our independent audit

compensation and nominating and corporate governance committees and regular periodic reports from our

independent registered public accounting firm internal auditors and other outside consultants regarding various areas of

potential risk including among others those relating to our qualification as REIT for tax purposes and our internal

control over financial reporting

Specifically our audit committee reviews the management of financial risk and our policies regarding risk

assessment and risk management and reports on these items to the board The audit committee meets periodically with

our chief financial officer senior internal auditing executive and the independent auditors to discuss financial risk

exposures and the steps management has taken to monitor and control these exposures The compensation committee

oversees the design of the incentive compensation arrangements of our named executive officers and ensures that those

arrangements do not encourage or reward excessive risk taking by our executives
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Additional information concerning risks related to our compensation policies and practices is provided below under the

caption Compensation and Risk Management

In overseeing risk the board also receives and reviews reports from our risk management committee comprised

entirely of employees including our named executive officers and Carol Adams our chief compliance officer This

committee was formed to identify monitor remediate and report on our risk exposure Our risk management committee

operates within the framework and guidance disseminated by the Committee of Sponsoring Organizations private-

sector organization dedicated to establishing effective efficient and ethical business operations Our risk management

committee in conjunction with our internal control and Sarbanes-Oxley compliance efforts documents accountability

for risk decisions and management establishes risk management responsibilities for employees identifies the key

controls that are in place to monitor and mitigate risks maintains awareness of the interaction of our risks assesses

and reports to the board all plausible risk scenarios and develops and maintains quantitative and qualitative methods

for identifying and aggregating all significant risks In addition the risk management committee annually reviews all

previously identified risks and assesses the probability and magnitude of future risks

Compensation and Risk Management

The compensation committee in consultation with our chief executive officer and general counsel has reviewed

the design and operation of our agreements with our named executive officers including their individual performance

goals and the objective measures of our performance that are used to determine the amount of incentive compensation we

award them as well as the compensation of our other employees and has evaluated the relationship between our risk

management policies and practices and our compensation policies and practices As result of this review Mr Zalatoris

and the compensation committee have determined that our compensation policies and practices do not encourage our

employees to take excessive or unnecessary risks and are not reasonably likely to have material adverse effect on us In

reaching this conclusion Mr Zalatoris and the compensation committee considered variety of factors including base

compensation and the cash and equity incentive award opportunities available under our employment agreements

Management and the compensation committee believe that the combination of the following factors should lead to

executive and employee behavior that is consistent with our overall objectives and risk profile our balancing of base

compensation and performance-based incentive compensation use of multiple Company and individual performance

measures reliance on both quantitative and qualitative assessments of performance and awarding shares of

conmion stock that vest over five-year period as part of both base and incentive compensation Our base and incentive

compensation have been allocated to achieve what Mr Zalatoris and the compensation committee believe is an

appropriate balance between incentive and retention objectives so as not to over-emphasize our short term performance at

the expense of our long-term prospects Mr Zalatoris and the compensation committee believe that using several metrics

such as individual goals our FF0 growth and our total annual return to stockholders properly balances our short-term and

long-term objectives and allows the compensation committee and Mr Zalatoris to use base and incentive compensation to

guide the behavior of executives and employees in the direction that they belieye is best for us and our stockholders and to

avoid encouraging individual employees or groups of employees to engage in excessively risky courses of action in the

misguided hope of accomplishing short-term personal gain at the expense of our overall performance and financial well

being Mr Zalatoris and the compensation committee believe that there are no incentive awards built into our

compensation policies practices and agreements that would cause rational executive or employee to take excessive or

unnecessary risks in pursuit of achieving short-term or isolated improvement in measure of our performance at the

expense of weaker long-term overall results for us and our stockholders

Communicating with Directors

Persons wishing to communicate with our board our non-management directors as group or one or more

individual directors including our chairman in his capacity as our presiding director may send communications in care of

our corporate secretary who will forward the communication to the appropriate person or persons Such communications

may be anonymous and may be addressed to the board our non-management directors or our chairman or another
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director in each case do corporate secretary Inland Real Estate Corporation 2901 Butterfield Road Oak Brook Illinois

60523

Our non-retaliation policy prohibits us or any of our employees from retaliating or taking any adverse action

against anyone for raising concern Persons preferring to raise their concerns in confidential or anonymous manner

may do so by contacting our ethics hotline at 888 307-6342 or by contacting our general counsel who will then refer the

matter to the chairperson of the audit committee The hotline is available twenty-four hours day seven days week to

receive reports of ethical concerns or incidents including concerns about accounting internal controls or auditing matters

Callers to this hotline may choose to remain anonymous complete copy of our Reporting and Non-Retaliation Policy

also known as whistleblower policy may be found through the Investor Relations link on our website at

www.inlandrealestate.com

Nominating and Corporate Governance Committee

The nominating and corporate governance committee is responsible for recommending director nominees to the

board and develops and recommends corporate governance guidelines The committee also prepares and supervises the

boards review of director independence and the boards self-evaluation and makes recommendations to the board

regarding committee assignments All of the members of the committee satisfy the requisite independence standards of

the New York Stock Exchange Copies of our guidelines and the committees charter are available on our website at

www.inlandrealestate.com through the Investor Relations link In addition printed copies of our guidelines and the

charter are available to any stockholder without charge by writing us at 2901 Butterfield Road Oak Brook Illinois 60523

Attention Investor Relations

The committee considers all qualified
candidates identified by members of the committee by other members of

the board of directors by senior management and by stockholders In recommending candidates for director positions the

committee takes into account many factors and evaluates each director candidate in light of among other things the

candidates experience independence skills and expertise based on variety of factors including the persons experience

or background in real estate management development or finance regulatory matters or corporate governance The

committee evaluates each individual candidate by considering all appropriate factors as whole favoring active

deliberation rather than the use of rigid formulas to assign relative weights to these factors The Companys Charter

requires that at minimum at least one of our independent directors must have had at least three years of relevant real

estate experience The committee also considers diversity in its broadest sense including persons diverse in geography

gender and ethnicity as well as representing diverse experiences skills and backgrounds Based on its overall assessment

of each candidate the committee recommends nominees to the board

The committee considers diversity in the course of the annual nominating process and monitors the effectiveness

of the nominating process through its self-evaluation process

Stockholders must submit all recommendations for director nominations in accordance with the procedures

specified in Article II Section 14 of our bylaws Generally this requires that the stockholder submit the nominees name

resume and biographical information to the attention of our corporate secretary All proposals for nomination received by

the corporate secretary in timely manner will be presented to the committee The committee follows the same processes

and uses the same criteria for evaluating candidates proposed by stockholders members of the board and members of

senior management The committee did not receive any recommendations from stockholders of director nominees for

election to the board at this years annual meeting

As described above majority of the persons serving on our board must be independent Our board has

considered transactions and relationships between each director or any member of his or her immediate family and us or

our affiliates including those reported under Certain Relationships and Related Transactions below The board also

reviewed transactions and relationships between directors and their affiliates and members of our senior

management and their affiliates to determine whether any relationships or transactions were inconsistent with

determination that the director is independent
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The board affirmatively determined that the following persons standing for reelection to the board are

independent Ms Lawton and Messrs DArcy Herter McAuley and McWilliams Each of these directors satisfies the

independence standards contained in the New York Stock Exchange corporate governance rules our Charter and bylaws

and our Corporate Governance Guidelines and has no material relationship with us either directly or as partner

stockholder or officer of an organization that has relationship with us

Audit Committee

The audit committee was established in accordance with Section 3a58A of the Exchange Act The audit

committee assists the board in fulfilling its oversight responsibility relating to the integrity of our financial statements

our compliance with legal and regulatory requirements the qualifications independence and performance of the

independent registered public accounting firm and the performance of our internal audit function The report
of the

committee is included in this proxy statement Mr Herter is the chairperson and Ms Lawton and Mr McAuley are

members of the audit committee The board has determined that Messrs Herter and McAuley qualify as audit committee

financial experts as defined by the SEC and that each member of the committee is independent in accordance with the

standards established by the SEC and the New York Stock Exchange as well as the standards set forth in the audit

committee charter Please see Messrs Herters and McAuleys biographies set forth on pages 16 and 17 respectively

hereof for description of the experience that the board considered in determining that he qualifies as an audit

committee financial expert The audit committee charter may be found under the Investor Relations section of our

website at www.inlandrealestate.com by clicking the Governance Documents link In addition printed copy of the

charter is available to any stockholder without charge by writing us at 2901 Butterfield Road Oak Brook Illinois 60523

Attention Investor Relations

Compensation Committee

The compensation committee is responsible for determining the compensation that we pay to our chief executive

officer and the other named executive officers and for approving the compensation structure for our other senior

management Each member of the committee is non-employee director as defined by Section 16 of the Exchange

Act and an outside director as defined by Section 162m of the Internal Revenue Code of 1986 as amended Under

its charter the compensation committee may conduct or authorize investigations into or studies of matters within the

committees scope of responsibilities and may retain at the Companys expense any independent counsel or other

advisors as it deems necessary to assist it in carrying out its responsibilities including sole authority to approve the

consultants fees and other terms of the engagement The compensation committee charter is available on our website at

www.inlandrealestate.com through the Investor Relations link In addition printed copy of the charter is available to

any stockholder without charge by writing us at 2901 Butterfield Road Oak Brook Illinois 60523 Attention Investor

Relations

Code of Ethics

Our board has adopted Guidelines on Corporate Governance that along with the charters adopted by each board

committee and our Code of Ethics provide the framework for our corporate governance Our Code of Ethics applies to

all of our employees including our chief executive officer chief financial officer and controller and our directors

complete copy of the Guidelines on Corporate Governance the Code of Ethics and the committee charters may be found

under the Investor Relations section of our website at www.inlandrealestate.com by clicking the Governance

Documents link In addition printed copies of these materials are available to any stockholder without charge by writing

us at 2901 Butterfield Road Oak Brook Illinois 60523 Attention Investor Relations
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PROPOSAL NO 1- ELECTION OF DIRECTORS

Our board acting on the recommendation of our nominating and corporate governance committee has nominated

the persons set forth below to serve as directors Ms Lawton and Messrs DArcy Herter McAuley and McWilliams

have been nominated to serve as independent directors We know of no reason why any nominee will be unable to serve

if elected If any nominee would be unable to serve if elected your proxy may vote for another nominee proposed by the

board or the board may reduce the number of directors to be elected If any director resigns dies or is otherwise unable

to serve out his or her term or if the board increases the number of directors the board may fill the vacancy until the next

annual meeting of stockholders The following gives information for each nominee about the nominees principal

occupation and business as well as the specific experience qualifications attributes and skills that led to the conclusion

by the board that the nominee should serve as director of the Company

Thomas DArcy age 53 has served as our chairman of the board since April 2008 and as an independent

director since 2005 Mr DArcy is member of the nominating and corporate governance committee and the

compensation committee Mr DArcy currently serves as the chief executive officer of American Realty Capital

Healthcare Trust Advisors From November 2009 until March 2012 Mr DArcy was President and chief executive

officer of Grubb Ellis Company an NYSE listed full service commercial real estate firm Prior to Grubb Ellis

Company Mr DArcy served as principal at Bayside Realty Partners private real estate company focused on

acquiring and developing income producing commercial real estate From 2001 to 2003 Mr DArcy served as the chief

executive officer of Equity Investment Group private real estate company owned by an investor group which included

the Government of Singapore the Carlyle Group and Northwestern Mutual Life Insurance Company Prior to his tenure

with Equity Investment Group from 1995 to 2001 Mr DArcy was the chairman of the board president and chief

executive officer of Bradley Real Estate Inc an NYSE traded real estate investment trust

Daniel Goodwin age 69 has served as director since 2001 and served as our chairman of the board from

2004 to April 2008 Mr Goodwin is founder and the controlling stockholder chairman of the board and chief executive

officer of TIGI wholly owned subsidiary of TIGI has sponsored six REITs including the Company and 84 real estate

exchange private placements and over 400 limited partnerships which altogether have raised more than $18 billion from

over 360000 investors TIGI and its affiliates have sponsored or own real estate investment and financial companies

doing business nationwide with presence in 46 states and managing assets in excess of $25 billion Mr Goodwin has

over 40 years of experience in real estate and has overseen Inland companies operating the following businesses real

estate investment commercial real estate brokerage real estate securities land development construction and mortgage

banking and lending Mr Goodwin also serves as the chairman of the board and chief executive officer of Inland

Bancorp Inc multi-bank holding company whose subsidiaries include residential and commercial mortgage companies

alternative real estate loan companies and full service banks He also served on the board of directors of the Illinois State

Affordable Housing Trust Fund the Board of Governors of Illinois State Colleges and Universities as chairman of the

American National Bank of DuPage was chairman of the board of trustees of Northeastern Illinois University and

chairman of the board of the DuPage Airport Authority He currently serves as chairman of the Benedictine University

board of trustees and is chairman of the National Association of Real Estate Trusts Public Non-listed REIT Council

Mr Goodwin is licensed real estate broker and member of the National Association of Realtors the Chicago

Association of Realtors Hall of Fame the Illinois Association of Realtors Hall of Fame and the National Association of

Realtors Hall of Fame

Joel Herter age 75 has served as an independent director since 1997 and is the chairperson of the audit

committee and member of the nominating and corporate governance committee and the compensation committee Since

1997 Mr Herter has served as senior consultant to Wolf Company LLP certified public accountants He was

previously partner of Wolf Company LLP from 1978 to 1997 Mr Herters business experience includes over thirty

years as practicing certified public accountant providing accounting auditing tax and general business services

including venture and conventional financing forecasts and projections and strategic planning to variety of industries

Mr Herter is licensed as certified public accountant in the state of Illinois and member of the American Institute of
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Certified Public Accountants and the Illinois CPA Society Mr Herter currently serves as trustee of Elmhurst Memorial

Hospital and Elmhurst College and as director of Suburban Bank and Trust Company

Heidi Lawlon age 50 has served as an independent director since 1994 and is the chairperson of the

compensation committee member of the nominating and corporate governance committee and member of the audit

committee Since 2010 Ms Lawton has also served as member of the board of directors and audit committee of Inland

Diversified Real Estate Trust Inc Ms Lawton is the managing broker and principal of Lawton Realty Group Inc full

service commercial real estate brokerage development and management firm which she founded in 1989 Ms Lawton

has over twenty years of experience acquiring developing and managing as well as arranging fmancing for large

commercial properties Through her experiences she has developed skills in assessing risk and reading and writing

financial reports She has also successfully turned around failed developments and associations Her areas of expertise

include acquisitions for property development structuring real estate investments property conversions and implementing

value add strategies Ms Lawton has been licensed as real estate professional since 1982 and served as president of the

Northern Illinois Commercial Association of Realtors in 2009

Thomas McAuley age 67 is an independent director who has served on our board since 2004 and is member

of our audit committee compensation committee and nominating and corporate governance committee Mr McAuley

also previously served on our audit committee from 2004 to 2006 He has extensive experience in real estate investment

development management underwriting and financing and in his career he has cultivated large number of relationships

throughout the nations real estate industry Mr McAuley currently serves on the boards of Alico Inc NASDAQ

ALCO and The Westervelt Company and is chairman of their respective audit committees He is also chairman of the

board of the Bank of Atlanta and serves on its audit committee and loan committee He previously served on the board

and audit committee of Forestar Group Inc Mr McAuley is formerly the President of Inland Capital Markets

Group Inc subsidiary of TIGI position that he held from May 2005 to December 2009 From 1995 to 2003 he was

chairman and chief executive officer of IRT Property Company an Atlanta Georgia based real estate investment trust

traded on the New York Stock Exchange Mr MeAuley is licensed real estate broker in Florida Georgia and South

Carolina

Thomas Mc Williams age 77 has served as an independent director since 2005 and is the chairperson of the

nominating and corporate governance committee and member of the compensation committee Since 1968

Mr McWilliams has been engaged in the brokerage and development of office commercial and residential properties

Mr McWilliams also serves as president of United Energy Associates Incorporated full service energy management

company Mr McWilliams also serves as president of American Lighting Efficiency Corporation lighting system

design and build company Mr McWilliams has been involved in real estate brokerage development and financing of

commercial and residential properties
for over 40 years

Joel Simmons age 54 has served as director since 2000 Recently Mr Simmons joined BGC Partners Inc

NASDAQ BGCP as Executive Managing Director of BGC Real Estate Capital Partners BGC Partners is leading

global provider of financial products and real estate services Prior to joining BGC Mr Simmons served as an executive

vice president of Grubb Ellis Company commercial real estate services and investment company formerly listed on

the NYSE Prior to joining Grubb Ellis Mr Simmons was partner at Cohen Financial During his 21 years with

Cohen Financial Mr Simmons was personally responsible for over 900 real estate commercial debt and equity

placements developed many of its correspondent institutional lender relationships and assisted in the creation and growth

of the companys mortgage banking platform Mr Simmons is also current member of the board of directors of Albany

Bank Trust Co of Chicago Chicago based bank and Inland Bancorp Inc of Oakbrook Illinois Mr Simmons is

member of the International Council of Shopping Centers the ICSC and the ICSC Illinois State Committee

RECOMMENDATION OF TIlE BOARD The board recommends that you vote FOR the election of each

of the seven nominees
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DIRECTOR COMPENSATION

The following table sets forth all compensation of our directors for the fiscal year ended December 31 2012

along with the total number of shares underlying each directors exercisable options as of December 31 2012

Aggregate

Number of

Shares

Underlying

Option

Fees Earned Restricted Awards as of

or Paid in Option Stock December 31
Name Cash Awards Awards Total 2012

$1 $2
Thomas DArcy 105067 382 60000 165449 9000
Daniel Goodwin 51067 382 60000 111449 5000
Joel Herter 70533 382 60000 130915 8000

Heidi Lawton 72233 382 60000 132615 8000

Thomas McAuley 59067 382 60000 119449 5000

Thomas McWilliams 65067 382 60000 125449 9000
Joel Simmons 51067 382 60000 111449 4000

On June 27 2012 each director was granted an option to purchase 1000 shares at an exercise price equal to $8.28 per share

the closing price of our common stock on the New York Stock Exchange on the trading day immediately prior to the date of

grant Each option will be exercisable on June 27 2014 and will expire on June 27 2022

On November 2012 in connection with the adoption of minimum stock ownership policy the board of directors and the

compensation committee of Inland Real Estate Corporation authorized the Company to issue to each director shares of

restricted stock with value of $60000 as compensation for service pursuant to the Companys 2005 Equity Award Plan

Narrative to Director Compensation Table

During the fiscal year ended December 31 2012 we paid each director an annual fee equal to $36667 plus

$1200 for each meeting of the board or any committee of the board attended in person and $1000 for each meeting of the

board or any committee of the board attended via telephone Further we paid the chairperson of the compensation

committee an annual fee of $4167 the chairperson of the nominating and corporate governance committee $4000 and

the chairperson of the audit committee an annual fee equal to $6667 In addition we paid Mr DArcy an annual fee of

$50000 for serving as the chairman of the board We also reimbursed all directors for travel and other necessary business

expenses incurred by them in performing their services as directors If any of our employees would be elected or

otherwise called upon to serve as director we would not compensate that employee for his or her service as director

In 2012 with input from Christenson Advisors LLC Christenson the independent outside compensation

consultant retained by the nominating and governance committee the board and the nominating and governance

committee reviewed the compensation paid to the Companys directors As part of this review the Companys previous

director compensation levels were compared to the director compensation levels at other publicly traded real estate

investment trusts that are direct competitors of the Company the Direct Competitor Peer Group and size-based peer

group of publicly traded companies the Size-Based Peer Group
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The companies that comprised the Direct Competitor Peer Group are

Acadia Realty Trust

Agree Realty Corp

CBL Associates Properties Inc

Cedar Realty Trust Inc

DDR Corp

Equity One Inc

Federal Realty mv Trust

Kimco Realty Corp

Kite Realty Group Trust

The companies that comprised the Size-Based Peer Group are

Acadia Realty Trust

CapLease Inc

Cedar Realty Trust Inc

Cousins Properties Incorporated

Education Realty Trust Inc

First Potomac Realty Trust

National Retail Properties Inc

Pennsylvania Real Estate Investment

Ramco-Gershenson Properties Trust

Realty Income Corp

Regency Centers Corp

Saul Centers Inc

Tanger Factory Outlet Centers Inc

Urstadt Biddle Properties Inc

Hersha Hospitality Trust

Investors Real Estate Trust

LTC Properties Inc

RAIT Financial Trust

Ramco-Gershenson Properties Trust

Saul Centers Inc

Based on the review of the director compensation levels of these other companies relative to ours the nominating

and governance committee recommended and the board approved an increase in the annual fee to be paid to each director

to $45000 and an increase in the annual fee for any director serving as the chairperson of the audit committee the

compensation committee and nominating and corporate governance committee to $15000 $10000 and $9000

respectively

In addition to increasing the annual fees for directors and committee chairpersons the nominating and governance

committee recommended and the board approved an annual grant to each director of shares of restricted stock with value

of $60000 to be issued pursuant to the Companys 2005 Equity Award Plan subject to ratable vesting over three-year

period The nominating and governance committee recommended and the board adopted change to the Companys

Guidelines on Corporate Governance establishing policy on minimum stock ownership for non-employee directors the

Minimum Ownership Policy The Minimum Ownership Policy provides that each non-employee director of the

Company must within four years of the later of the date the policy became effective or ii becoming and continuing as

member of the board and thereafter for the duration of his or her membership on the board accumulate and hold at least

an amount of shares of the Companys common stock that is equal in value to and not less in value than $240000 For

purposes of this minimum ownership requirement unvested shares of restricted stock awarded as compensation for

service as director ownership of interests that are exchangeable for shares of the Companys common stock ownership

of vested stock options the value of such stock options and the number of shares that may be acquired on exercise

thereof ownership of shares by non-employee directors immediate family members and/or trusts foundations or other

entities wherein the non-employee director has the ability to control the voting and/or disposition of the shares will be

deemed ownership by such non-employee director
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Compensation Committee Interlocks and Insider Participation

During 2012 Ms Lawton and Messrs DArcy McAuley McWilliams and Herter served as members of our

compensation committee and

no member of the compensation committee was an officer or employee of us or any of our subsidiaries and

no member of the compensation committee was an officer of the Company or any of our subsidiaries prior to

2012

neither the members of the compensation committee nor their immediate family members had direct or

indirect material interest in any transaction in which we were participant and in which the amount involved

exceeded $120000

none of our executive officers was director of another entity where one of that entitys executive officers

served on our compensation committee and

none of our executive officers served on the compensation committee of another entity where one of that

entitys executive officers served as our director

Meetings of the Board of Directors Committees of the Board and Stockholders

During the fiscal year ended December 31 2012 our board met 13 times the audit committee met times the

compensation committee met times and the nominating and corporate governance committee met times During

2012 all directors attended at least 75% of the meetings of our board and the conunittees of the board upon which they

served during 2012 We encourage our directors to attend our annual meeting of stockholders and in 2012 each director

did so attend

20



AUDIT COMMITTEE REPORT

The following Report of the Audit Committee does not constitute soliciting material and should not be deemed

filed with the Securities and Exchange Commission or incorporated by reference into any other filing we make under the

Securities Act of 1933 as amended or the Securities Exchange Act of 1934 as amended except to the extent we

specifically incorporate this Report by reference therein

In accordance with the audit committees written charter the committee oversees the Companys financial

reporting process including evaluating the effectiveness of internal accounting auditing and financial controls and

procedures

Management is responsible for the financial reporting process preparing consolidated financial statements in

accordance with U.S generally accepted accounting principles and designing and implementing system of internal

controls and procedures designed to ensure compliance with accounting standards and applicable laws and regulations

The Companys independent registered public accounting firm is responsible for auditing the financial statements The

audit committee is responsible for monitoring and reviewing these procedures and processes The audit committee is

comprised of three independent directors whose independence has been determined by the board of directors based on the

standards set forth in the audit committees charter the Companys Charter and bylaws and the New York Stock

Exchange listing standards With the exception of Mr Herter the members of the audit committee are not professionally

engaged in the practice of accounting or auditing The audit committee relies in part without independent verification on

the information provided to it and on the representations made by management and the internal auditors that the financial

statements have been prepared in conformity with U.S generally accepted accounting principles The audit committee

also relies on the opinions of the Companys independent registered public accounting firm with regard to the

consolidated financial statements and the effectiveness of internal control over financial reporting

During the year ended December 31 2012 the audit committee met five times During these meetings the

members of the audit committee met separately and with members of the Companys management the internal auditors

and the Companys independent registered public accounting firm KPMG LLP The committee discussed numerous

items at these meetings including KPMGs overall scope and plan for its year-end audit As part of these discussions the

audit committee discussed the results of KPMGs audit and evaluation of the Companys internal controls Further the

audit committee reviewed and discussed with management the internal auditors and KPMG the Companys audited

consolidated financial statements as of and for the year ended December 31 2012 During the year ended December 31

2012 management advised the committee that each set of financial statements reviewed had been prepared in accordance

with U.S generally accepted accounting principles performed in accordance with the standards of the Public Company

Accounting Oversight Board United States and reviewed significant accounting and disclosure items with the

committee The audit committee also discussed with KPMG all of the matters required by generally accepted auditing

standards including those described in Statement on Auditing Standards No 114 The Auditors Communication with

Those Charged with Governance including the quality of the Companys accounting principles the reasonableness of

significant judgments and the clarity of disclosures in the financial statements The audit committee also obtained formal

written statement from KPMG describing all relationships between KPMG and the Company that might bear on KPMGs

independence Further the audit committee discussed any relationships that may have an impact on KPMGs objectivity

and independence including review of audit and non-audit fees and the written disclosures and letter from KPMG to the

committee pursuant to Independence Standards Board Standard No Independence Discussions with the Audit

Committees

At certain of its meetings during 2012 the audit committee met with members of the Companys executive

management team to review the certifications required to be provided under the Sarbanes-Oxley Act of 2002 and the

rules and regulations of the Securities and Exchange Commission by the chief executive officer and chief financial

officer At these meetings members of the Companys senior management team reviewed each of the certifications

required by Sarbanes-Oxley concerning internal control over financial reporting
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Based on the above-mentioned review and discussions with management the internal auditors and KPMG the

audit committee recommended to the board of directors that the audited consolidated fmancial statements be included in

the Companys Annual Report on Form 10-K for the fiscal year ended December 31 2012 for filing with the Securities

and Exchange Commission

The Audit Committee

Joel Herter Chairperson

Thomas McAuley

Heidi Lawton
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COMPENSATION COMMITTEE REPORT

The following Compensation Committee Report does not constitute soliciting material and should not be deemed

filed with the Securities and Exchange Commission or incorporated by reference into any other filing we make under the

Securities Act of 1933 as amended or the Securities Exchange Act of 1934 as amended except to the extent we

specIcally incorporate this Report by reference therein

The compensation committee has certain duties and powers as described in its charter The compensation

committee is currently comprised of the five non-employee directors named at the end of this report each of whom is

independent as defined by the New York Stock Exchange listing standards The compensation committee has furnished

the following report on executive compensation for the fiscal year ended December 31 2012

The compensation committee has reviewed and discussed with management the Compensation Discussion and

Analysis section contained in this proxy statement the CDA Based on this review and the committees discussions

the compensation committee has recommended to the board of directors and the board of directors has approved that the

CDA be included in this proxy statement on Schedule 14A

The Compensation Committee

Heidi Lawton Chairperson

Thomas DArcy
Joel Herter

Thomas McAuley

Thomas McWilliams
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EXECUTWE OFFICERS

The board of directors annually elects our executive officers These officers may subject to their respective

employment agreements be terminated at any time Listed below is information about our executive officers

Mark Zalatoris age 55 has served as our president and chief executive officer since April 2008 and

previously served as executive vice president and chief operating officer from 2004 to 2008 and as chief financial officer

and senior vice president from 2000 to 2004 Prior to his responsibilities with the Company Mr Zalatons was an

executive at Inland Real Estate Investment Corporation from 1985 to 2000 with primary responsibility for asset

management and due diligence functions Mr Zalatoris previously practiced as certified public accountant holds

general securities license serves on the board of governors of the National Association Of Real Estate Investment Trusts

the NAREIT and is member of the International Council of Shopping Centers the ICSC Mr Zalatoris received

Bachelor of Arts degree in Finance and Masters of Accounting Science from the University of Illinois Champaign-

Urbana

Brett Brown age 48 has served as our executive vice president since 2011 and chief financial officer and

treasurer since 2008 From 2008 to 2011 Mr Brown served as our senior vice president Mr Brown joined us in

May 2004 as vice president and chief financial officer From 2000 to April 2004 Mr Brown served as the senior vice

president of financial reporting for Great Lakes REIT an NYSE-listed REIT based in Oak Brook Illinois and held

various other executive positions in finance and accounting at Great Lakes and its predecessor from 1988 to 2000

Mr Brown is member of the American Institute of Certified Public Accountants and the Illinois Certified Public

Accountants Society as well as the NAREIT and the ICSC Mr Brown graduated from Northern Illinois University in

1986 with bachelors degree in accounting

Beth Sprecher Brooks age 58 has served as our senior vice president since 2008 and as our general counsel and

secretary since 2006 Ms Sprecher Brooks joined us in November 2002 became assistant vice president in 2003 and vice

president in 2005 Ms Sprecher Brooks has concentrated her legal practice in the area of real estate since 1979 either as

in-house counsel to corporation or in the real estate department at law firm Ms Brooks has vast experience in broad

range of areas in real estate including acquisitions and sales zoning work leasing and other areas of general corporate

law She is member of the American Bar Association Association of Corporate Counsel and ICSC Ms Sprecher

Brooks received Bachelor of Arts degree in American Studies from Georgetown University and Juris Doctor Degree

from Northwestern University School of Law

Scott Carr age 47 has served as our executive vice president of portfolio management and chief investment

officer since 2011 and has served as the president of Inland Commercial Property Management Inc ICPM
subsidiary of the Company since 1995 Mr Carr became senior vice president of portfolio management in 2008 As

president of property management Mr Can oversees all aspects of property operations and leasing for the Companys

157 neighborhood community power and lifestyle shopping centers and single-tenant retail properties totaling over 15

million square feet of gross leasable area GLA Mr Can is member of the ICSC He has achieved the professional

designations of Senior Certified Shopping Center Manager and Senior Certified Leasing Specialist Mr Can is also

licensed real estate broker in Illinois and Minnesota Mr Can received Bachelor of Arts degree in Economics from

Loyola University Chicago

William Anderson age 54 has served as our senior vice president of transactions since 2012 From 2000 to

2012 Mr Anderson served as our vice president of transactions Mr Anderson is responsible for our acquisitions and

dispositions of real property Prior to 2000 Mr Anderson held positions in sales brokerage and development with TIGI

Mr Anderson has experience analyzing and negotiating the acquisition of shopping centers apartments and net leased

commercial properties Mr Anderson received Bachelor of Science degree in finance from Northern Illinois University

and is an active member of the ICSC and the National Association of Realtors
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COMPENSATION DISCUSSION AND ANALYSIS

Overview

This compensation discussion and analysis explains the material elements of the compensation of Mark

Zalatoris Brett Brown Scott Carr Beth Sprecher Brooks and William Anderson each named executive

officer and collectively the named executive officers for the fiscal years ended December 31 2012 2011 and 2010

This compensation discussion and analysis also summarizes the employment agreements entered into by us with each of

our named executive officers governing compensation to be paid to our named executive officers for the fiscal year

ending on December 31 2013

General Philosophy and Objectives

Our compensation committee is responsible for establishing and overseeing our executive compensation policies

and programs which are designed to

attract retain and motivate quality executives by providing fair and reasonable compensation

reward individual performance

align compensation with company performance and

align the interests of executives with those of our stockholders

To accomplish these objectives we have designed an executive compensation program with three major elements

base compensation and annual cash and restricted stock incentive awards

Base compensation provides level of fixed compensation that will promote executive recruitment and

retention

Annual cash incentive awards motivate executives and reward them for the achievement of personal goals and

our financial and operating goals for the year

Annual restricted stOck base compensation and incentive awards promote the creation of long-term

stockholder value and align the interest of our executives with the interests of our stockholders more closely

than would cash compensation alone by ensuring that portion of total compensation is at risk and fluctuates

in value with the price of our common stock Compensating executives with restricted stock also fosters

retention of our executives because the rights to these shares vest over five year period at rate of 20% per

year

We view these elements of compensation as related but distinct We do not believe that significant compensation

derived from one component of compensation should negate or offset compensation from other elements We determine

the appropriate level for each element of compensation based in part but not exclusively on competitive benchmarking

and other considerations we deem relevant such as rewarding executives for extraordinary individual and company

performance

portion of each named executive officers total compensation is tied to the operating and financial performance

metrics Funds From Operations or FF0 and Total Shareholder Return or TSR reconciliation of FF0 to net

income for our three most recently completed fiscal years is included on page 60 of our Annual Report on Form 10-K

filed with the Commission on February 28 2013 as amended on March 29 2013 TSR as used herein is defined as the

sum of the percentage change in our common stock price between January 1st and December 31st of the employment

year and our distribution yield for the employment year calculated by dividing the total distributions paid per

share of our common stock for the employment year by the closing price for share of our common stock on

January 1st of the employment year By linking incentive compensation with growth in both FF0 and TSR the

compensation committee believes that incentive compensation more closely aligns the interests of our executives with

those of our stockholders than if incentive compensation was linked to growth in FF0 alone The committee believes that
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utilizing both criteria motivates our named executive officers to strive to achieve current improvements in our

performance as measured by FF0 as well as to create longer-term value for our stockholders that may ultimately be

reflected in some combination of higher market price for our common stock and increases in the amounts we pay as

distributions

Utilizing both performance metrics as opposed to just one or the other may keep executives motivated and

incentivized under circumstances when using one metric alone otherwise would have left an executive without the

possibility of an award for reasons beyond his or her control or the control of the Company Using both metrics reduces

the potentially arbitrary impact of random or anomalous decrease in given year in either FF0 or TSR which decrease

might otherwise have resulted in no incentive award to named executive officer who may have made decisions and

taken actions that were the best available decisions and actions under the circumstances For example there might be

years
in which our stock price is influenced by factors beyond actions we have taken or could have taken or years in

which an action or decision that is good for the long-term health of the Company may result in FF0 growth that is lower

in that year than it otherwise would have been in the absence of that action or decision The committee believes that using

both metrics motivates executives to give more balanced consideration to both the Companys short-term performance

as reflected in FF0 and long-term health as reflected in the price of our stock without being entirely subject to downward

movements in the broader stock market or other developments unrelated to our performance that nevertheless may

negatively influence our stock price

The committee believes it is important to reward our executives for achieving individual goals even when the

growth rate in our FF0 and TSR may not result in an award of incentive compensation for particular year Executives

have greater incentive to perform well if portion of their compensation is tied directly to their individual performance

and is not dependent upon our overall performance and the committee believes that we will be in better position to

achieve increases in future FF0 and TSR if the individual goals set for each executive are achieved Thus each executive

who achieves personal goals will be entitled to receive an award of cash and restricted stock regardless of our level of

performance

Determining Compensation

In setting compensation levels the committee takes into account our performance measured by growth in FF0 per

share and TSR our strategic goals and the compensation practices of companies in the Retail REIT Shopping Center

Index the NAREIT Peer Index published by NAREIT real estate industry trade group which describes itself as the

worldwide representative voice for REITs and publicly traded real estate companies with an interest in U.S real estate and

capital markets Except as otherwise indicated for the years ended December 31 2012 2011 and 2010 the following

REITs comprised the NAREIT Peer Index

Acadia Realty Trust Kite Realty Group Trust

Alexanders Inc Ramco-Gershenson Properties Trust

Cedar Shopping Centers Inc Regency Centers Corp
DDR Corp Retail Opportunity Investment Corp

Equity One Inc Roberts Realty Investors Inc

Excel Trust Inc Saul Centers Inc

Federal Realty mv Trust Tanger Factory Outlet Centers Inc

Kimco Realty Corp Urstadt Biddle Properties Inc

Weingarten Realty Investors

2012 only

Our compensation committee also considers subjectively and without attributing any particular weight or

significance to any particular item each executives past compensation performance experience level role and

responsibilities as well as our overall fmancial performance achievement of our strategic goals and competition in the

marketplace for executive talent

Members of the committee meet with and consider the recommendations of our chief executive officer and other

directors and also meet in the absence of management to discuss compensation Both our management and our

compensation committee also review surveys of industry compensation practices such as the NAREIT Compensation

Survey to provide themselves with relevant market data and to informally compare the proposed compensation with that

paid by other REITs in the retail sector and by all REITs with total capitalization of between $1 billion and $2.49
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billion and between 75 to 299 full-time employees The following table reflects for each element of compensation where

each named executive officers compensation for 2012 fell as percentage of the median within the range of companies

used as general reference points

Compensation for 2012 as Percentage of Median Compensation

in the 2011 NAREIT Compensation Survey

Companies with Total Capitalization between $1B $2.49B

Total Annual Cash Long-Term

Compensation Incentive

Award

Total

Remuneration

Chief Executive Officer 88% 45% 20% 46%

Chief Financial Officer
107% 69% 19% 54%

Chief Investment Officer 128% 81% 17% 72%

General Counsel 101% 68% 22% 86%

SVP Transactions 132% 91% 33% 89%

Companies with between 75 and 299 Full-Time Employees

Total Annual Cash Long-Term

Base Salary Compensation Incentive Total

Award Remuneration

QQO/ AAO/ lO/ AflO/

Chief Executive Officer TU 10

Chief Financial Officer 96% 65% 24% 56%
Q10/ lflO/

Chief Investment Officer

General Counsel 94% 63% 34% 59%

SVP Transactions 119% 87% 87% 92%

For purposes of this column the base salary of each of our named executive officers comprises the cash and restricted

stock components of base compensation

For purposes of this column the total annual cash compensation of each of our named executive officers comprises the

cash component of base compensation and the cash incentive award

The NAREIT Compensation Survey is proprietary reflects the practices of broad array of companies in the

REIT industry generally and does not identify the practices of any particular companies operating in these sectors The

compensation committee and management use the survey data to obtain general understanding of current compensation

practices and as general reference The compensation committee does not know the identity of the specific companies

participating in the survey Neither the compensation committee nor management ties its recommendations regarding

compensation to any particular multiple or other metric presented in the survey data

At the Companys annual meeting held in June 2012 more than 96.7% of the votes cast on the say-on-pay

proposal at that meeting were voted in favor of the proposal The compensation committee believes this affirms

stockholders support of the Companys approach to executive compensation The compensation committee will continue

to consider the outcome of the Companys say-on-pay votes when making future compensation decisions for the named

executive officers

2013 Employment Agreements

We have entered into employment agreements with each of our named executive officers effective as of

January 2013 and expiring December 31 2013 The new employment agreements provide for increases in base cash

salary In 2013 base cash salaries will be $520000 for Mr Zalatons $400000 for Mr Brown $390000 for Mr Carr

$300000 for Ms Brooks and $290000 for Mr Anderson Each of the new employment agreements also provides for an

increase in the restricted stock component of base compensation with increases ranging from $2500 to $5000 for each of

the named executives

Base Salary
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Each named executive officer will continue to have incentive award opportunities based upon our performance

relative to the NAREIT Peer Index as measured by growth in FF0 and TSR as well as the achievement of personal

goals Under the new employment agreements we will have achieved target level of performance if the measure

in question is both positive and equal to or greater than 100% but less than 130% of the median for the NAREIT Peer

Index and high level of performance if the measure is both positive and equal to or greater
than 130% of the

median for the NAREIT Peer Index The compensation committee believes that the thresholds for target and high

performance strike an appropriate balance between challenging our named executive officers to excel and drive our

financial performance and providing compensation opportunities that are realistic and attainable and that will allow us to

retain them

Approximately two-thirds of the total value of each executives incentive award opportunity will be in the form of

potential restricted stock award and the remainder will be in the form of cash The total maximum possible restricted

stock incentive award as percentage of base cash salary is 66% for Mr Zalatoris 60% for Messrs Brown and Carr and

48% for Ms Brooks and Mr Anderson The total maximum possible cash incentive award as percentage of base cash

salary is 33% for Mr Zalatoris 30% for Messrs Brown and Can and 27% for Ms Brooks and Mr Anderson

The 2013 agreements continue to provide for payments upon termination and change of control as discussed

further below under Potential Payments upon Termination or Change of Control In all other material respects the

new employment agreements are substantially similar to the 2012 employment agreements

2012 Employment Agreements

Under the employment agreements in effect between January 2012 and December 31 2012 each named

executive officer received fixed amount of base compensation that includes cash component and an equity component

The equity component for the named executive officers is number of shares of restricted stock with value on the date

of
grant equal to approximately 8% of total compensation for Mr Zalatoris and approximately 4% of total compensation

for Messrs Brown Can Anderson and Ms Brooks The rights of the executives to these shares of restricted stock vest

20% per year over five years For 2012 each named executive officer was eligible to receive an incentive award only if

the executive achieved certain agreed upon personal goals in the discretion of Mr Zalatoris and the compensation

committee or we achieved at least target level of performance in one of the two company performance metrics All

awards of restricted stock are made pursuant to our 2005 Equity Award Plan

Our level of performance for 2012

For 2012 portion of each named executive officers incentive compensation was based on our performance

relative to the NAREIT Peer Index We determined our performance by comparing the growth rate in our FF0 and TSR

from year to year versus the median growth rates in those measures of the companies in the NAREIT Peer Index We
would have achieved target level of performance if the measure in question was equal to or greater than 100%

but less than 130% of the median for the NAREIT Peer Index and high level of performance if the measure was

equal to or greater than 130% of the median for the NAREIT Peer Index

For the year ended December 31 2012 our growth rate in FF0 and the median growth rate in FF0 for the

NAREIT Peer Index were equal to approximately 43.3% and 0.0% respectively We therefore achieved high level of

performance for 2012 as measured by our growth rate in FF0 Our growth rate in TSR and the median growth rate in

TSR for the NAREIT Peer Index for 2012 were approximately 17.6% and 24.3% respectively We therefore did not

achieve target level of performance for 2012 as measured by our growth rate in TSR

For 2012 the remaining portion of each named executive officers incentive compensation was based on the

executives achievement of personal goals The personal goals for the named executive officers were proposed by the

officers and negotiated and agreed to by the compensation committee The specific goals for 2012 reflect our confidential

operating plans and our planning process and accordingly disclosing them would result in competitive harm to The

personal goals were intended to be challenging and ambitious but also realistic enough to be reasonably attainable in/a
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concerted individual effort by the officer The goals were intended to be achievable by the individual officers even if the

Companys performance was not at level at which the named executive officers would receive incentive compensation

awards based on Company performance so that those officers could be rewarded for strong individual performance when

the Companys performance was adversely affected by factors beyond their control

The compensation committee with respect to Mr Zalatoris and Mr Zalatoris with respect to the other named

executive officers had discretion to determine whether to award this component of the incentive compensation for 2012

In making this determination the compensation committee and Mr Zalatoris assessed the extent to which each named

executive officer met his or her personal goals during 2012

Cash incentive opportunity for 2012

Each named executive officer had an opportunity to earn an annual cash incentive award in an amount equal to

percentage of his or her base cash salary for 2012 The maximum possible annual cash incentive award that each

executive could have earned expressed as percentage of the executives base cash salary for 2012 is set forth below

Maximum Possible Annual Cash Incentive Award

As Percentage of 2012 Base Cash Salary

Ms Brooks and Mr
Mr Zalatoris Mr Brown Mr Carr Anderson

34% 30% 27% 24%

Of the maximum possible annual cash incentive award the amount actually awarded was the sum of three

components The first component as set forth below depended upon our level of performance for 2012 as measured by

the growth rate in our FF0 relative to the median growth rate in FF0 of the companies listed in the NAREIT Peer Index

First Component of Annual Cash Incentive Award

As Percentage of 2012 Base Cash Salary

Ms Brooks and

Mr Zalatoris Mr Brown Mr Carr Mr Anderson

Granted automatically 7% 7% 6% 6%

upon achieving Target
FF0

Granted automatically 11% 10% 9% 8%

upon achieving High
FF0
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The second component as set forth below depended upon our level of performance for 2012 as measured by the

growth rate in our TSR relative to the median TSR of the companies included in the NAREIT Peer Index

Second Component of Annual Cash Incentive Award

As Percentage of 2012 Base Cash Salary

Ms Brooks and

Mr Zalatoris Mr Brown Mr Carr Mr Anderson

Granted automatically 7% 7% 6% 6%

upon achieving Target
TSR

Granted automatically 11% 10% 9% 8%

upon achieving High
TSR

The third component was fixed in the discretion of the compensation committee with respect to Mr Zalatoris or

Mr Zalatoris with respect to the other named executive officers based upon determination of whether the named

executive officer achieved the personal goals agreed upon in advance The award for the third component could have

ranged from zero to the maximum percentage reflected below

Third Component of Annual Cash Incentive Award

Maximum Possible As Percentage of 2012 Base Cash Salary

Ms Brooks and

Mr Zalatoris Mr Brown Mr Carr Mr Anderson

Granted in the discretion 12% 10% 9% 8%

of the compensation

committee for Mr
Zalatoris based on

subjective assessment of

his performance or ii

Mr Zalatoris for the

other named executive

officers based on an

assessment of the

achievement of their

personal goals

Because we achieved high level of performance for 2012 as measured by the growth rate in our FF0 the first

component of each award was equal to the following percentage of the executive officers base cash salary 11% for

Mr Zalatoris 10% for Mr Brown 9% for Mr Carr and 8% for each of Ms Brooks and Mr Anderson

Because we did not achieve at least target level of performance for 2012 as measured by the growth rate in our TSR
the second component of each award was equal to zero Based on Mr Zalatoris subjective assessment of the performance

of each other named executive officer relative to his or her personal goals for 2012 which included his consideration of

self-assessment by each of them Mr Zalatoris fixed the third component of each award with the approval of the

compensation committee at the following percentage of the executive officers base cash salary 9% for Mr Brown

8% for Mr Carr 7% for Ms Brooks and 8% for Mr Anderson With respect to Mr Zalatoris the

compensation committee fixed the third component of the award at 8% of Mr Zalatoris base cash salary The award that
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each named executive officer actually earned was equal to the sum of the three components as discussed in Cash and

Restricted Stock Incentives Awards Made for 2012 below

Restricted stock incentive oDDortunitv for 2012

Each named executive officer had an opportunity to earn an annual restricted stock incentive award in an amount

equal to percentage of his or her base cash salary for 2012 payable in shares of our common stock at price per share

equal to the average of the high and low trading price of our common stock as reported by the New York Stock Exchange

on the date of grant

The maximum possible annual restricted stock incentive award that each executive could have earned expressed

as percentage of the executives base cash salary for 2012 is set forth below

Maximum Possible Annual Restricted Stock Incentive Award

As Percentage of 2012 Base Cash Salary

Mr Brown and Ms Brooks and

Mr Zalatoris Mr Carr Mr Anderson

61% 58% 46%

Of the maximum possible annual restricted stock incentive award the amount actually awarded was the sum of

three components The first component as set forth below depended upon our level of performance for 2012 as

measured by the growth rate in our FF0 relative to the median growth rate in FF0 of the companies listed in the NAREIT

Peer Index

First Component of Annual Restricted Stock Incentive Award

As Percentage of 2012 Base Cash Salary

Mr Brown and Ms Brooks and

Mr Zalatoris Mr Carr Mr Anderson

Granted automatically upon 13% 12% 10%

achieving Target FF0....

Granted automatically upon 20% 19% 15%

achieving High FF0

The second component as set forth below depended upon our level of performance for 2012 as measured by the

growth rate in our TSR relative to the median TSR of the companies included in the NAREIT Peer Index

Second Component of Annual Restricted Stock Incentive Award

As Percentage of 2012 Base Cash Salary

Mr Brown and Ms Brooks and

Mr Zalatoris Mr Carr Mr Anderson

Granted automatically upon 13% 12% 10%

achieving Target TSR..

Granted automatically upon 20% 19% 15%

achieving High TSR
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The third component was fixed in the discretion of the compensation committee or Mr Zalatoris based upon

subjective detennination of whether the named executive officer achieved the personal goals agreed upon in advance The

award for the third component could have ranged from zero to the maximum percentage reflected below

Third Component of Annual Restricted Stock Incentive Award

As Percentage of 2012 Base Cash Salary

Mr Brown and Ms Brooks and

Mr Zalatoris Mr Carr Mr Anderson

Granted in the discretion of the 21% 20% 16%

compensation committee for Mr
Zalatoris based on subjective

assessment of his performance or

iiMr Zalatoris for the other

named executive officers based on

an assessment of the achievement

of their personal goals

Because we achieved high level of performance for 2012 as measured by the growth rate in our FF0 the first

component of each award was equal to the following percentage of the executive officers base cash salary 20% for

Mr Zalatoris 19% for each of Messrs Brown and Can and 15% for each of Ms Brooks and Mr Anderson

Because we did not achieve at least target level of performance for 2012 as measured by the growth rate in our TSR
the second component of each award was equal to zero Based on Mr Zalatoris subjective assessment of the

performance of each other named executive officer relative to his or her personal goals for 2012 which included his

consideration of self-assessment by each of them Mr Zalatoris fixed the third component of each award with the

approval of the compensation committee at the following percentage of the executive officers base cash salary 18%

for each of Mr Brown and Mr Can 14% for Ms Brooks and 16% for Mr Anderson With respect to Mr
Zalatoris the compensation committee fixed the third component of the award at 14% of Mr Zalatoris base cash salary

The award that each named executive officer actually earned was equal to the sum of the three components as discussed

in Cash and Restricted Stock Incentive Awards Made for 2012 below

Cash and Restricted Stock Incentive Awards Made for 2012

The total amount of the annual cash incentive award and restricted stock incentive award that each executive

officer actually earned was equal to the sum of the amounts that correspond to the first component FF0 the second

component TSR and the third component personal goals with respect to each type of award These totals are set forth

in the table below

Annual Cash Incentive Award and Restricted Stock Incentive Award

Total Amount Awarded for 2012
Named Executive

Officer Cash Incentive Award Restricted Stock Incentive Award

of Cash Salary of Cash Salary
Mark Zalatoris 19% 97104 34% 173757
Brett Brown 19% 73535 37% 143220

D.ScottCarr 17% 61884 37% 133920

Beth Sprecher Brooks 15% 44080 29% 85260
Wffliam Anderson 16% 44800 31% 86800
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2011 Employment Agreements

Under the employment agreements in effect between January 2011 and December 31 2011 each named

executive officer received fixed amount of base compensation that includes cash component and an equity component

The equity component for the named executive officers is number of shares of restricted stock with value on the date

of grant equal to approximately 5% of their total base compensation The rights of the executives to these shares of

restricted stock vest 20% per year over five years For 2011 each named executive officer was eligible to receive an

incentive award only if the executive achieved certain agreed upon personal goals in the discretion of Mr Zalatoris and

the compensation committee or we achieved at least target level of performance in one of the two company

performance metrics All awards of restricted stock are made pursuant to our 2005 Equity Award Plan

Our level of performance for 2011

For 2011 portion of each named executive officers incentive compensation was based on our performance

relative to the NAREIT Peer Index We determined our performance by comparing the growth rate in our FF0 and TSR

from year to year versus the median growth rates in those measures of the companies in the NAREIT Peer Index We

would have achieved target level of performance if the measure in question was equal to or greater
than 100%

but less than 135% of the median for the NAREIT Peer Index and high level of performance if the measure was

equal to or greater than 135% of the median for the NAREIT Peer Index

For the year ended December 31 2011 our growth rate in FF0 and the median growth rate in FF0 for the

NAREIT Peer Index were equal to approximately 8.1% and 5.0% respectively We therefore achieved high level of

performance for 2011 as measured by our growth rate in FF0 Our growth rate in TSR and the median growth rate in

TSR for the NAREIT Peer Index were negative for 2011 declining approximately 7.0% and 6.6% respectively We

therefore did not achieve target level of performance for 2011 as measured by our growth rate in TSR

For 2011 the remaining portion of each named executive officers incentive compensation was based on the

executives achievement of personal goals The personal goals for the named executive officers were proposed by the

officers and negotiated and agreed to by the compensation committee The specific goals for 2011 reflect our confidential

operating plans and our planning process and accordingly disclosing them would result in competitive harm to us The

personal goals were intended to be challenging and ambitious but also realistic enough to be reasonably attainable given

concerted individual effort by the officer The goals were intended to be achievable by the individual officers even if the

Companys performance was not at level at which the named executive officers would receive incentive compensation

awards based on Company performance so that those officers would be rewarded for strong individual performance when

the Companys performance was adversely affected by factors beyond their control

The compensation committee with respect to Mr Zalatoris and Mr Zalatoris with respect to the other named

executive officers had discretion to determine whether to award this component of the incentive compensation for 2011

In making this determination the compensation committee and Mr Zalatoris assessed the extent to which each named

executive officer met his or her personal goals during 2011
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Cash incentive opportunity for 2011

Each named executive officer had an opportunity to earn an annual cash incentive award in an amount equal to

percentage of his or her base cash salary for 2011 The maximum possible annual cash incentive award that each

executive could have earned expressed as percentage of the executives base cash salary for 2011 is set forth below

Maximum Possible Annual Cash Incentive Award

As Percentage of 2011 Base Cash Salary

Mr Zalatoris Mr Brown and Mr Carr Ms Brooks and Mr Anderson

40% 36% 30%

Of the maximum possible annual cash incentive award the amount actually awarded was the sum of three

components The first component as set forth below depended upon our level of performance for 2011 as measured by
the growth rate in our FF0 relative to the median growth rate in FF0 of the companies listed in the NAREIT Peer Index

First Component of Annual Cash Incentive Award

As Percentage of 2011 Base Cash Salary

Mr Brown and Ms Brooks and

Mr Zalatoris Mr Carr Mr Anderson

Granted automatically upon 7% 5.5% 5%
achieving Target FF0

Granted automatically upon 14% 12.5% 10%

achieving High FF0

The second component as set forth below depended upon our level of performance for 2011 as measured by the

growth rate in our TSR relative to the median TSR of the companies included in the NAREIT Peer Index

Second Component of Annual Cash Incentive Award

As Percentage of 2011 Base Cash Salary

Mr Brown and Ms Brooks and

Mr Zalatoris Mr Carr Mr Anderson

Granted automatically upon 7% 5.5% 5%
achieving Target TSR

Granted automatically upon 14% 12.5% 10%

achieving High TSR

34



The third component was fixed in the discretion of the compensation committee with respect to Mr Zalatoris or

Mr Zalatoris with respect to the other named executive officers based upon determination of whether the named

executive officer achieved the personal goals agreed upon in advance The award for the third component could have

ranged from zero to the maximum percentage reflected below

Third Component of Annual Cash Incentive Award

Maximum Possible As Percentage of 2011 Base Cash Salary

Mr Brown and Ms Brooks and

Mr Zalatoris Mr Carr Mr Anderson

Granted in the discretion of the 12% 11% 10%

compensation committee for Mr
Zalatoris based on subjective

assessment of his performance or

II Mr Zalatoris for the other

named executive officers based on

an assessment of the achievement

of their personal goals

Because we achieved high level of performance for 2011 as measured by the growth rate in our FF0 the first

component of each award was equal to the following percentage of the executive officers base cash salary 14% for

Mr Zalatoris 12.5% for each of Messrs BrOwn and Carr and 10% for each of Ms Brooks and Mr Anderson

Because we did not achieve at least target level of performance for 2011 as measured by the growth rate in our TSR

the second component of each award was equal to zero Based on Mr Zalatoris subjective assessment of the performance

of each other named executive officer relative to his or her personal goals for 2011 which included his consideration of

self-assessment by each of them Mr Zalatoris fixed the third component of each award with the approval of the

compensation committee at the following percentage of the executive officers base cash salary 10.7% for Mr

Brown 9.9% for Mr Carr and 9.0% for each of Ms Brooks and Mr Anderson With respect to Mr Zalatoris the

compensation committee fixed the third component of the award at 9.6% of Mr Zalatoris base cash salary The award

that each named executive officer actually earned was equal to the sum of the three components as discussed in Cash

and Restricted Stock Incentives Awards Made for 2011 below

Restricted stock incentive opportunity for 2011

Each named executive officer had an opportunity to earn an annual restricted stock incentive award in an amount

equal to percentage of his or her base cash salary for 2011 payable in shares of our common stock at price per share

equal to the average of the high and low trading price of our common stock as reported by the New York Stock Exchange

on the date of grant

The maximum possible annual restricted stock incentive award that each executive could have earned expressed

as percentage of the executives base cash salary for 2011 is set forth below

Maximum Possible Annual Restricted Stock Incentive Award

As Percentage of 2011 Base Cash Salary

Mr Brown and Ms Brooks and

Mr Zalatoris Mr Carr Mr Anderson

45% 39% 36%

Of the maximum possible annual restricted stock incentive award the amount actually awarded was the sum of

three components The first component as set forth below depended upon our level of performance for 2011 as
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measured by the growth rate in our FF0 relative to the median growth rate in FF0 of the companies listed in the NAREIT

Peer Index

First Component of Annual Restricted Stock Incentive Award

As Percentage of 2011 Base Cash Salary

Mr Brown and Ms Brooks and

Mr Zalatoris Mr Carr Mr Anderson

Granted automatically upon 8% 7.5% 7%
achieving Target FF0

Granted automatically upon 15% 13% 12%

achieving High FF0

The second component as set forth below depended upon our level of performance for 2011 as measured by the

growth rate in our TSR relative to the median TSR of the companies included in the NAREIT Peer Index

Second Component of Annual Restricted Stock Incentive Award

As Percentage of 2011 Base Cash Salary

Mr Brown and Ms Brooks and

Mr Zalatoris Mr Carr Mr Anderson

Granted automatically upon 8% 7.5% 7%
achieving Target TSR

Granted automatically upon 15% 13% 12%

achieving High TSR

The third component was fixed in the discretion of the compensation committee or Mr Zalatoris based upon

subjective determination of whether the named executive officer achieved the personal goals agreed upon in advance The

award for the third component could have ranged from zero to the maximum percentage reflected below

Third Component of Annual Restricted Stock Incentive Award

As Percentage of 2011 Base Cash Salary

Mr Brown and Ms Brooks and

Mr Zalatoris Mr Carr Mr Anderson

Granted in the discretion of 15% 13% 12%
the compensation

committee for Mr Zalatoris

based on subjective

assessment of his

performance or iiMr
Zalatoris for the other

named executive officers

based on an assessment of the

achievement of their personal

goals

Because we achieved high level of performance for 2011 as measured by the growth rate in our FF0 the first

component of each award was equal to the following percentage of the executive officers base cash salary 15% for

Mr Zalatoris 13% for each of Messrs Brown and Can and 12% for each of Ms Brooks and Mr Anderson

Because we did not achieve at least target level of performance for 2011 as measured by the growth rate in our TSR
the second component of each award was equal to zero Based on Mr Zalatoris subjective assessment of the

performance of each other named executive officer relative to his or her personal goals for 2011 which included his

consideration of self-assessment by each of them Mr Zalatoris fixed the third component of each award with the

approval of the compensation committee at the following percentage of the executive officers base cash salary

12.6% for Mr Brown 11.7% for Mr Can and 10.8% for each of Ms Brooks and Mr Anderson With respect to

Mr Zalatoris the compensation committee fixed the third component of the award at 12% of Mr Zalatoris base cash
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salary The award that each named executive officer actually earned was equal to the sum of the three components as

discussed in Cash and Restricted Stock Incentive Awards Made for 2011 below

Cash and Restricted Stock Incentive Awards Made for 2011

The total amount of the annual cash incentive award and restricted stock incentive award that each executive

officer actually earned was equal to the sum of the amounts that correspond to the first component FF0 the second

component TSR and the third component personal goals with respect to each type of award These totals are set forth

in the table below

Annual Cash Incentive Award and Restricted Stock Incentive Award

Total Amount Awarded for 2011

Named Executive

Officer Cash Incentive Award Restricted Stock Incentive Award

of Cash Salary of Cash Salary

Mark Zalatoris 23.6% 116820 27% 133650

Brett Brown 23.2% 81154 25.6% 89584

Scott Carr 22.4% 78355 24.7% 86401

Beth Sprecher Brooks 19% 52991 22.8% 63589

WilliamAnderson 19% 51319 22.8% 61583

2010 Employment Agreements

Our level of performance for 2010

For 2010 portion of each named executive officers total compensation was based on our performance relative

to the NAREIT Peer Index We determined our performance by comparing the growth rate in our FF0 and TSR from

year to year versus the median growth rates in those measures of the companies in the NAREIT Peer Index We would

have achieved target level of performance if the measure in question was equal to or greater than 100% but less

than 135% of the median for the NAREIT Peer Index and high level of performance if the measure was equal to

or greater than 135% of the median for the NAREIT Peer Index

Our growth rate in FF0 and the median growth rate in FF0 for the NAREIT Peer Index were negative for the

year ended December 31 2010 declining approximately 31.0% and 11.7% respectively Our growth rate in TSR and the

median growth rate in TSR for the NAREIT Peer Index were equal to appr9ximately
15.0% and 33.3% respectively We

therefore did not achieve target level of performance for 2010

Cash incentive opportunity for 2010

Each named executive officer had an opportunity to earn an annual cash incentive award in an amount equal to

percentage of his or her base cash salary for 2010 The maximum possible
annual cash incentive award that each

executive could have earned expressed as percentage of the executives base cash salary for 2010 is set forth below

Maximum Possible Annual Cash Incentive Award

As Percentage of 2010 Base Cash Salary

Mr Zalatoris Other Named Executive Officers

40% 30%
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Of the maximum possible annual cash incentive award the amount actually awarded was the sum of three

components The first component as set forth below depended upon our level of performance for 2010 as measured by
the growth rate in our FF0 relative to the median growth rate in FF0 of the companies listed in the 2010 NAREIT Peer

Index

First Component of Annual Cash Incentive Award

As Percentage of 2010 Base Cash Salary

Mr Zalatoris Other Named Executive Officers

Granted automatically upon 7% 5%

achieving Target FF0

Granted automatically upon 14% 10%

achieving High FF0

The second component as set forth below depended upon our level of performance for 2010 as measured by the

growth rate in our TSR relative to the median TSR of the companies included in the NAREIT Peer Index

Second Component of Annual Cash Incentive Award

As Percentage of 2010 Base Cash Salary

Mr Zalatoris Other Named Executive Officers

Granted automatically upon 7% 5%
achieving Target TSR

Granted automatically upon 14% 10%

achieving High TSR

The third component was fixed in the discretion of the compensation committee with respect to Mr Zalatoris or

Mr Zalatoris with respect to the other named executive officers based upon determination of whether the named

executive officer achieved the personal goals agreed upon in advance The award for the third component could have

ranged from zero to the maximum percentage reflected below

Third Component of Annual Cash Incentive Award

Maximum Possibje As Percentage of 2010 Base Cash Salary

Mr Zalatoris Other Named Executive Officers

Granted in the discretion of the 12% 10%

compensation committee for Mr
Zalatoris based on subjective

assessment of his performance or

II Mr Zalatoris for the other

named executive officers based on

an assessment of the achievement

of their personal goals

The annual cash incentive award that each executive officer actually earned was equal to the sum of the three

components Because we did not achieve at least target level of performance for 2010 as measured by the growth rate

in either our FF0 or our TSR the first two components were equal to zero and the total cash incentive award was equal
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only to the amount of the third component The determination of the amount of the third component is discussed in detail

in Cash and Restricted Stock Incentive Awards Made for 2010 below

Restricted stock incentive opportunity for 2010

Each named executive officer had an opportunity to earn an annual restricted stock incentive award in an amount

equal to percentage of his or her base cash salary for 2010 The maximum possible annual restricted stock incentive

award that each -executive could have earned expressed as percentage of the executives base cash salary for 2010 is set

forth below

Maximum Possible Annual Restricted Stock Incentive Award

As Percentage of 2010 Base Cash Salary

Mr Zalatoris Other Named Executive Officers

45% 36%

The annual restricted stock incentive award that each executive officer actually earned was equal to fraction the

numerator of which was the sum of the three componerits described below and the denominator of which was the average

of the high and low trading price of our common stock as reported by the New York Stock Exchange on the date of grant

The first component of the numerator as set forth below depended upon our level of performance for 2010 as measured

by the growth rate in our FF0 relative to the median growth rate in FF0 of the companies listed in the 2010 NAREIT Peer

Index

First Component of Annual Restricted Stock Incentive Award

As Percentage of 2010 Base Cash Salary

Mr Zalatoris Other Named Executive Officers

Granted automatically upon 8% 7%

achieving Target FF0

Granted automatically upon 15% 12%

achieving High FF0

The second component of the numerator as set forth below depended upon our level of performance for 2010 as

measured by the growth rate in our TSR relative to the median TSR of the companies included in the NAREIT Peer

Index

Second Component of Annual Restricted Stock Incentive Award

As Percentage of 2010 Base Cash Salary

Mr Zalatoris Other Named Executive Officers

Granted automatically upon 8% 7%

achieving Target TSR

Granted automatically upon 15% 12%

achieving High TSR
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The third component of the numerator was fixed in the discretion of the compensation committee or Mr Zalatoris

based upon subjective determination of whether the named executive officer achieved the personal goals agreed upon in

advance The award for the third component could have ranged from zero to the maximum percentage reflected below

Third Component of Annual Restricted Stock Incentive Award

As Percentage of 2010 Base Cash Salary

Mr Zalatoris Other Named Executive Officers

Granted in the discretion of the 15% 12%

compensation committee for Mr
Zalatoris based on subjective

assessment of his performance or

iiMr Zalatoris for the other

named executive officers based on

an assessment of the achievement

of their personal goals

Because we did not achieve at least target level of performance for 2010 as measured by the growth rate in

either FF0 or TSR the first two components were equal to zero and the numerator was equal to the third component The

determination of the amount of the third component is discussed in detail in Cash and Restricted Stock Incentive Awards

Made for 2010 below

Cash and restricted stock incentives actually awarded for 2010

The compensation committee with respect to Mr Zalatoris and Mr Zalatoris with respect to the other named

executive officers had discretion to determine whether to award the third component of the cash incentive award and

restricted stock incentive award for 2010 In making this determination the compensation committee and Mr Zalatoris

assessed the extent to which each named executive officer met his or her personal goals during 2010 The personal goals

for the named executive officers were proposed by the officers and negotiated and agreed to by the compensation

committee The specific goals for 2010 reflect our confidential operating plans and information and our planning process

and accordingly disclosing them would result in competitive harm to us The personal goals are intended to be

challenging and ambitious but also realistic enough to be reasonably attainable given concerted individual effort by the

officer The goals are intended to be achievable by the individual officers even if the Companys performance is not at

level at which the named executive officers would receive incentive compensation awards based on Company

performance so that those officers can be rewarded for strong individual performance when the Companys performance

is adversely affected by factors beyond their control

Based on Mr Zalatoris subjective assessment of the performance of each other named executive officer relative

to his or her personal goals for 2010 which included his consideration of self-assessment by each of them Mr Zalatoris

determined to award with the approval of the compensation committee the amounts listed in the table below With

respect to Mr Zalatoris the compensation committee reviewed and discussed self-assessment and proposed award

amount provided by Mr Zalatoris and determined to award that amount to Mr Zalatoris which amount is also set forth in

the table below

40



Named Executive

Officer Cash Incentive Award Restricted Stock Incentive Award

of Cash of Cash

Salary Salary

Mark Zalatoris 10% $49500 12% $59400

Brett Brown 10% $33000 12% $39600

Scott Carr 10% $33000 12% $39600

Beth Sprecher Brooks 9% $24255 10% $26950

William Anderson 8.5% $22440 10% $26400

Effect of Regulatory Requirements on Executive Compensation

Section 162m Under Section 162m of the Internal Revenue Code of 1986 as amended referred to herein as

the Code certain limits are placed on the tax deductibility of compensation paid to our chief executive officer and our

four other most highly compensated executives unless the compensation meets the requirement for performance-based

compensation as set forth in the Code and the related regulations Our compensation committee has considered the

possible effect of Section 162m of the Code in designing our compensation programs and policies Further as long as

we qualify as REIT we generally will not pay taxes at the corporate level and therefore losing the deductibility of

compensation does not have significant adverse impact on us All compensation paid to these executives for the year

ended December 31 2012 was deductible under Section 162m of the Code

To the extent that any part of our compensation expense is not deductible under Section 162m of the Code we

might be required to increase the amount of our distributions to our stockholders to maintain our status as REIT or

larger portion of stockholder distributions might be subject to federal income tax as ordinary income rather than return of

capital Also any compensation allocated to our taxable REIT subsidiaries whose income is subject to federal income tax

would result in an increase in income taxes due to the inability to deduct the compensation The committee will continue

to take into account the materiality of any deductions that might be lost as well as the broader interests to be served by

paying competitive compensation

Section 409A Section 409A of the Code generally affects the federal income tax treatment of most forms of

deferred compensation subject to limited grandfathering for certain deferred compensation arrangements in place on or

prior to October 2004 by accelerating the timing of the inclusion of the deferred compensation to the recipient for

federal income tax purposes and imposing an additional federal income tax on the recipient equal to 20% of the amount of

the accelerated income and under certain circumstances an additional interest charge The committee considers the

potential adverse federal income tax impact of Section 409A of the Code in determining the form and timing of

compensation paid to our executives and other employees and service providers

Section 280G and 4999 Sections 280G and 4999 of the Code limit companys ability to deduct and impose

excise taxes on certain excess parachute payments as defined in Sections 280G and 4999 of the Code and related

regulations paid to each service provider including an employee or officer in connection with change of control of the

company as set forth in Sections 280G and 4999 of the Code and related regulations The committee considers the

potential adverse tax impact of Sections 280G and 4999 of the Code as well as other competitive factors in structuring

certain post-termination compensation or other compensation that might be payable to our executives and other employees

and service providers in connection with change of control of the company

Accounting Rules We account for stock-based employee compensation currently stock options and restricted

stock using the fair value based method of accounting described in ASC Topic 718 We record the cost of awards with

service conditions based on the grant-date fair value of the award The cost of the awards is recognized over the vesting

period If an award is forfeited no additional compensation expense is recognized The committee considers the
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accounting treatment of alternate grant proposals under ASC Topic 718 in determining the form and timilig of equity

compensation grants to employees including our named executive officers

Summary Compensation Table

The following table sets forth information concerning the compensation of our named executive officers for each

of the last three completed fiscal years

Non-Equity

Name and Incentive Plan All Other

Principal Position Year Salary Stock Awards Compensation Compensation Total

$1 $2
Mark Zalatoris 2012 555000 173757 97104 23752 849613

President and Chief 2011 540000 133650 116820 18983 809453

Executive Officer 2010 540000 59400 49500 15854 664754

BrettA Brown 2012 400000 143220 73535 12416 629171

Chief Financial Officer 2011 364800 89549 81154 8866 544369

2010 345000 39600 33000 7193 424793

D.ScottCarr 2012 375000 133920 61884 12308 583112

Chief Investment Officer 2011 364800 86401 78355 8921 538477

2010 345000 39600 33000 7470 425070

Beth Sprecher Brooks 2012 302250 85260 44080 9937 441527

General Counsel 2011 291150 63589 52991 7535 415265

2010 281750 26950 24255 6351 339306

William Anderson 2012 292000 86800 44800 9762 433362
Senior Vice President 2011 282100 61583 51319 7498 402500

of Transactions 2010 276000 26400 22400 6620 331420

Includes the grant date value of restricted stock paid as base compensation as well as base cash compensation

The amount reported as All Other Compensation includes matching contributions to our 401k plan amounts paid for

short-term disability policy the value of distributions on unvested restricted stock and amounts paid for life insurance

coverage
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2012 Grant of Plan-Based Awards

The following table provides information on the grants of plan-based awards made to our named executive

officers during the fiscal year ended December 31 2012

Estimated Future Payouts

Under Equity Incentive Grant Date Fair Value of

Name Grant Date Plan Awards Target Stock Awards

MarkE Zalatons 06/27/12 16160 133643

54402 44989

BrettA Brown 06/27/12 108300 89564

18152 15010

Scott Carr 06/27/12 104500 86422

18152 15010

Beth Sprecher Brooks 06/27/12 76901 63596

1480 12240

William Anderson 06/27/12 7450W 61612

14502 11992

Amounts reflect shares of restricted stock awarded as the annual restricted stock incentive award for the named executive

officers performance in 2011 which will vest 20% per annum

Amounts reflect shares of restricted stock awarded as deferred compensation under the named executive officers employment

agreement for 2012 which will vest 20% per annum and are potentially subject to forfeiture upon the termination of the

executive officers employment as described under Potential Payments Upon Termination or Change of ControL
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2012 Outstanding Equity Awards at Fiscal Year-End

The following tables set forth information with
respect to all unexercised options and stock awards that have not

vested for each of the named executive officers outstanding as of December 31 2012

Option Awards

Number of Number of

Securities Securities

Underlying Underlying

Unexercised Unexercised

Options Options Option Option

Name Grant Date Exercisable Unexercisable Exercise Price Expiration Date

Mark Zalatoris 08/06/08 1870 468 14.97 08/06/18

08/19/09 2250 2250 7.89 08/20/19

Brett Brown 08/06/08 602 150 14.97 08/06/18

08/19/09 1125 750 7.89 08/20/19

Scott Can 08/06/08 602 150 14.97 08/06/18

08/19/09 1125 750 7.89 08/20/19

Beth Sprecher Brooks ... 08/06/08 548 137 14.97 08/06/18

08/19/09 918 612 7.89 08/20/19

William Anderson ... 08/06/08 534 134 14.97 08/06/18

08/19/09 900 600 7.89 08/20/19

20% of options granted vest on each successive yearly anniversary of the date of the grant

Stock Awards

Equity Incentive Plan Awards Equity Incentive Plan Awards

Number of Shares or Units of Stock Market Value of Shares or Units of Stock

Name That Have Not Vested That Have Not Vested

Mark Zalatoris 44153 370002

BrettA Brown 22337 187184

D.ScottCarr 21957 184000

Beth Sprecher Brooks 16624 139309

William Anderson 16201 135764

20% of restricted shares of stock granted vest on each successive yearly anniversary of the date of the grant
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2012 Option Exercises and Stock Vested

The following table sets forth infonnation concerning the amounts realized upon the exercise of options and

vesting of stock awards during the year ended December 31 2012 by each of the named executive officers

Option Awards Stock Awards

Number of Shares Number of Shares

Acquired on Value Realized on Acquired on Value Realized on

Name Exercise Exercise Vesting Vesting

Mark Zalatoris 8626 69008

Brett Brown 3529 28232

Scott Can 3529 28232

Beth Sprecher Brooks 2782 22256

William Anderson 2742 21936
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Potential Payments Upon Termination or Change of Control

Under the employment agreements in effect for the fiscal year ending December 31 2013 we are required to

provide compensation and other benefits to the named executive officers in the event of termination of employment

Some of the material terms and conditions of these rights are summarized below In all material respects these terms and

conditions are substantially similar to those in the employment agreements that were in effect for the fiscal year ended

December 31 2012

Termination by the Company for Cause or Voluntarily by the Executive Under the employment agreements we

will have cause to terminate an executives employment if among other things the executive fails to perform his or her

duties under the employment agreement If employment is terminated by us for cause or voluntarily by the executive

then within 30 days of the date of the termination we will pay the executive

any accrued base salary

any accrued vacation pay

any accrued reimbursable expenses and

any accrued benefits together with any benefits required to be paid or provided under applicable law

In addition any restricted stock awards issued to the executive which have not yet vested will immediately be

forfeited

Termination by the Company without Cause or by the Executive for Good Reason Under the employment

agreements an executive will have good reason to terminate his or her employment agreement if we require the

executive to relocate his or her principal
residence to location outside of the greater Chicago Metropolitan Area

certain reductions are made to the executives base salary or other compensation and benefits or we materially breach

the provisions of the agreement If employment is terminated by us without cause or by the executive for good

reason then within 30 days of the date of the termination we will pay the executive

any accrued base salary

any accrued vacation pay

any accrued reimbursable expenses

any accrued benefits together with any benefits required to be paid or provided under applicable law

any accrued bonus which has been determined for the prior year but not yet paid

any accrued bonus for the current year prorated to the date of termination and

an amount equal to the sum of the executives then current per annum base salary plus an amount

equal to the annual cash incentive award which was paid to the executive for the fiscal year preceding the year

of termination provided however that the payment to the executive would in no event have exceed an

amount which would cause the executive to receive an excess parachute payment as defined in the Code

In addition any restricted stock awards which have not yet vested will vest immediately and will no longer be

subject to forfeiture

Termination by Company for Good Reason Under the employment agreements we will have good reason to

terminate an executives employment if the executive fails to achieve the personal goals and objectives mutually agreed
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upon between the executive and the board If we terminate the executives employment for good reason then within 30

days of the date of the termination we will pay the executive

any accrued base salary

any accrued vacation pay

any accrued reimbursable expenses

any accrued benefits together with any benefits required to be paid or provided under applicable law

any accrued bonus which has been determined for the prior year but not yet paid

any accrued bonus for the current year prorated to the date of termination and

an amount equal to 0.50 times the sum the executives then current per annum base salary plus an

amount equal to the annual cash incentive award which was paid to the executive for the fiscal year preceding

the year of termination provided however that the payment to the executive would in no event have exceed

an amount which would cause the executive to receive an excess parachute payment as defined in the Code

In addition any restricted stock awards which have not yet vested will immediately be forfeited

Change of Control If employment under the agreement is terminated within one year of change of control
then within 30 days of the date of the termination we will pay the executive

any accrued base salary

any accrued vacation pay

any accrued reimbursable expenses

any accrued benefits together with any benefits required to be paid or provided under applicable law

any accrued bonus which has been determined for the prior year but not yet paid

any accrued bonus for the current year prorated to the date of termination and

an amount equal to 2.0 times the sum of the executives then current per annum base salary plus an

amount equal to the annual cash incentive award paid to the executive for the fiscal year immediately

preceding the year of termination plus the aggregate dollar value of each of the restricted stock awards

that was granted to executive for the fiscal year immediately preceding the year of termination provided

however that the payment to the executive will in no event exceed an amount which would cause the

executive to receive an excess parachute payment as defined in the Code

In addition if the executives employment is terminated within one year of change of control then any

restricted stock awards which have not vested will immediately vest and no longer be subject to forfeiture

Termination upon Death or Total Disability If employment under the agreement is terminated by reason of the

death or total disability of the executive then within 30 days of the date of the termination will pay the executive

or his or her estate or beneficiaries

any accrued base salary

any accrued vacation pay

any accrued reimbursable expenses

any accrued benefits together with any benefits required to be paid or provided under applicable law and
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any accrued bonus

In addition any restricted stock or stock option awards issued to the executive which have not yet vested will vest

immediately and no longer be subject to forfeiture

The following table describes the payments if any to each named executive officer that would have been made

upon the termination or change in control under the executives current employment agreement based on hypothetical

termination or change in control occurring on December 31 2012 To the extent the determination of payment amount

requires the use of the price of our common stock we used the closing price of our common stock on December 31 2012

The amounts reflect the acceleration of benefits under the employment agreements as well as benefits payable or other

consequences under our benefit plans There can be no assurance that termination would produce the same or similar

results as those shown below if it occurs on any other date or if any other price of our common stock is applicable

Accelerated

Name Type of Termination Cash Vesting Total

Mark Zalatoris

By Company for cause or voluntarily by executive

By Company without cause or by executive for good reason 907681 370002 1277683

By Company for good reason 589271 589271

Within one year of change of control 1901801 370002 2271803

Upon death or total disability
270861 370002 640863

Brett Brown

By Company for cause or voluntarily by executive

By Company without cause or by executive for good reason 697909 187184 885093

By Company for good reason 457332 457332

Within one year of change of control 1418160 187184 1605344

Upon death or total disability 216755 187184 403939

Scott Carr

By Company for cause or voluntarily by executive

By Company without cause or by executive for good reason 664159 184000 848159

By Company for good reason 429982 429982

Within one year of change of control 1365316 184000 1549315

Upon death or total disability
195804 184000 379804

Beth Sprecher Brooks

By Company for cause or voluntarily by executive

By Company without cause or by executive for good

reason 482331 139309 621640

By Company for good reason 305836 305836

Within one year of change of control 1011500 139309 1150810

Upon death or total disability
129340 139309 268649

William Anderson

By Company for cause or voluntarily by executive

By Company without cause or by executive for good

reason 472919 135764 608683

By Company for good reason 302260 302260

Within one year of change of control 985404 135764 1121168

Upon death or total disability
131600 135764 267364

48



CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

We reimburse affiliates of TIGI for various administrative services such as payroll preparation and management

data processing insurance consultation and placement property tax reduction services and mail processing These TIGI

affiliates provide these services to us at cost In the event that service provider has revenues for any particular fiscal

year that exceed its expenses for that year the service provider will rebate the excess on pro rata basis to us based on the

proportion of its revenues attributable to us Mr Goodwin one of our directors is the controlling shareholder of TIGI

We pay for the aforementioned services on an hourly basis at rates that we believe are below market rates for comparable

services The hourly rate is based on the salary of the individual rendering the services plus pro rata allocation of

overhead including but not limited to employee benefits rent materials fees taxes and operating expenses incurred by

each entity in operating their respective businesses Since January 2012 we have incurred expenses for these services

totaling approximately $1672000 which we included in our general and administrative expenses and property operating

expenses Additionally we lease our corporate office space from an affiliate of TIGI Payments under this lease since

January 2012 were approximately $590000 and also were included in general and administrative expenses As of

April 18 2013 TIGI through affiliates beneficially owned approximately 12.8% of our outstanding common stock For

accounting purposes however we are not directly affiliated with TIGI or its affiliates

On August 12 2003 we entered into an agreement with Inland Investment Advisors Inc an indirect wholly

owned subsidiary of TIGI to manage our investment in securities We pay fee of up to 1.0% per annum on the net asset

value under management Since January 2012 we have paid approximately $122000 for these services

Effective January 2013 the Company extended its joint venture relationship with Inland Private Capital

Corporation IPCC wholly owned subsidiary of TIGI that was formerly known as Inland Real Estate Exchange

Corporation by entering into new agreement This joint venture was formed in 2006 to facilitate the Companys

indirect participation in tax-deferred exchange transactions pursuant to Section 1031 of the Internal Revenue Code using

properties made available to the venture by the Company wholly owned subsidiary of the Company will be entitled to

earn leasing fees and on-going property management fees under the joint venture agreement We have undertaken certain

contribution reimbursement and indemnification obligations specified in the joint venture agreement Our subsidiary

coordinates the joint ventures acquisition property management and leasing functions and earns fees for services

provided to the joint venture including property management asset management and leasing fees as well as acquisition

fees which are split equally between our subsidiary and IPCC We continue to earn property management asset

management and leasing fees on all properties acquired for this venture even after all interests in the entity that owns the

property have been sold to the investors Since January 2012 IPCC has received approximately $2.88 million in

acquisition and asset management fees related to the joint venture funded entirely by third parties

On June 2010 we formed joint venture with PGGM leading Dutch pension fund administrator and asset

manager We are the managing partner of the PGGM joint venture and earn fees for acquisitions asset management

property management leasing and other services provided to the venture In April 2012 we substantially completed the

overall acquisition goals of the joint venture under the initial partnership agreement The joint venture acquired $467

million of grocery-anchored and community retail centers located in Midwestern U.S markets pursuant to this initial

agreement The Company contributed assets from its consolidated portfolio and PGGM contributed its 45% share of the

equity of the properties contributed by the Company and each party contributed capital for acquisitions of new

properties Since January 2012 Inland Institutional Capital Partners ICAP wholly owned subsidiary of TIGI

received $332972 from us in exchange for advisory services ICAP provided in connection with the establishment of the

venture ICAP describes itself as an investment adviser registered with the SEC that specializes in sourcing private equity

and identifying large scale investment opportunities for public and private real estate companies and REITs sponsored by

TIGI We have no further obligations to pay ICAP in connection with this venture

Since January 2012 we paid total of approximately $292241 in mortgage brokerage fees to Grubb Ellis

Company Grubb Ellis in connection with three mortgage loan transactions pursuant to which we received total loan

proceeds of $66.5 million The lenders in these transactions were selected by the Company from among other lenders
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using competitive process based on objective criteria such as the terms of the loans being offered Because the lenders

we selected are exclusively represented by Grubb Ellis we would not have been able to consummate the loan

transactions with these lenders unless we worked through Grubb Ellis One of our directors Joel Simmons had an

indirect personal interest as broker in these transactions that he estimated as approximately $292241 of which Mr
Simmons has actually received approximately $0 In light of the Grubb Ellis Chapter 11 bankruptcy filing it is unclear

whether Mr Simmons will receive his estimated interest in the remainder Mr Simmons served as an executive vice

president of Grubb Ellis until April 2012 Mr Simmons also owned non-material amount of shares of Grubb Ellis

common stock prior to its bankruptcy Thomas Arcy one of our independent directors served as the president chief

executive officer and member of the board of directors of Grubb Ellis until April 2012 Mr DArcy did not

participate in these transactions and does not have material interest in them

Since Januaiy 2012 we paid total of approximately $223250 in mortgage brokerage fees to BGC Real Estate

Capital Partners BGC in connection with four mortgage loan transactions pursuant to which we received total loan

proceeds of $44.7 million The lenders in these transactions were selected by the Company from among other lenders

using competitive process based on objective criteria such as the terms of the loans being offered Because the lenders

we selected are exclusively represented by BGC we would not have been able to consummate the loan transactions with

these lenders unless we worked through BGC One of our directors Joel Simmons had an indirect personal interest as

broker in these transactions that he estimated as approximately $223250 of which Mr Simmons has actually received

approximately $87000

Policies and Procedures with Respect to Related Party Transactions

Our code of ethics applies to all of our employees including all officers and directors and addresses conflicts of

interest generally The code of ethics requires among other things that the board approve transactions that involve

conflict of interest Our Charter also contains provisions that limit our ability to engage in certain transactions including

transactions with our directors and their affiliates as defined in the Charter Our Charter requires among other things

that these related party transactions must be approved by majority of the directors including majority of the

independent directors not otherwise interested in the transaction In determining whether to approve or authorize

particular transaction with director or directors affiliate the disinterested directors are required by our Charter to

consider the terms and conditions of the transaction relative to the terms and conditions available from unaffiliated third

parties and whether the transaction involving the director is fair and reasonable to us
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PROPOSAL NO.2- RATIFY APPOINTMENT OF KPMG LLP

The audit committee has selected KPMG LLP to serve as our independent registered public accounting firm for

the fiscal year ending December 31 2013 We traditionally ask our stockholders to ratifS the selection even though your

approval is not required Further even if you do not approve the selection of KPMG we will not replace them for this

year due to the added expense and delay that would result from replacing them and selecting new firm Instead the

audit committee will consider the negative vote as direction to consider different firm next year

Representatives of KPMG will attend the annual meeting These representatives will have an opportunity to make

statement if they desire to do so and will be available to respond to appropriate stockholder questions

RECOMMENDATION OF THE BOARD The board recommends that you vote FOR the appointment of

KPMG as our independent registered public accounting firm for the year ending December 31 2013
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FEES TO INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The following table presents the fees for professional services rendered by KPMG LLP for the audit of our annual

financial statements and internal control over financial reporting for the fiscal years ended December 31 2012 and 2011

together with fees for audit-related services and tax services rendered by KPMG LLP for the fiscal years ended December

31 2012 and 2011 respectively

Fiscal year ended

December 31

Description 2012 2011

Audit Fees 1020000 1082500

Audit-Related Fees

Tax Fees 542247 473570

All Other Fees

TOTAL 1562247 1556070

Total includes Audit fees of $60000 incurred in connection with IN Retail Fund LLC our joint venture with the New York

State Teachers Retirement System and $63000 incurred in connection with NP Retail LP our joint venture with PGGM

Tax fees are comprised of tax compliance tax advice and tax planning fees

Total includes tax fees of $19175 incurred in connection with IN Retail Fund LLC and $59325 incurred in connection with

NP Retail LP

Approval of Services and Fees

Our audit committee has reviewed and approved all of the fees paid to KPMG and actively monitors the

relationship between audit and non-audit services provided by KPMG The audit committee must pre-approve all services

provided by our independent registered public accounting firm and the fees charged for these services The audit

committee also will consider on case-by-case basis and if appropriate approve specific engagements that are not

otherwise pre-approved Any proposed engagement that does not fit within the definition of pre-approved service may

be presented to the chairperson of the audit committee for approval The audit committee concluded that all services

rendered by KPMG during the years ended December 31 2012 and 2011 respectively were consistent with maintaining

KPMGs independence Accordingly the audit committee has approved all of the services provided by KPMG As

matter of policy we will not engage our primary independent registered public accounting firm for non-audit services

other than audit related services as defined by the SEC certain tax services and other permissible non-audit services as

specifically approved by the chairperson of the audit committee and presented to the full committee at its next regular

meeting The policy also includes limits on hiring partners of and other professionals employed by KPMG to ensure that

the SECs auditor independence rules are satisfied
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INTRODUCTORY NOTE PROPOSAL 3a AND PROPOSAL 3b

Our board has conducted review of the Companys organizational documents including its current Charter and

bylaws in relation to the boards strategic objectives and the Companys business plan and in comparison to other NYSE-

listed REITs similar to the Company As result of that review process our board has concluded that our existing Charter

should be amended and restated

First as described in more detail in connection with Proposal 3a below the current Charter includes numerous

provisions that although previously required to be included to sell securities in compliance with various state securities

laws rules and regulations are no longer required for us as an exchange-listed company These provisions may affect

many aspects of our boards and the Companys operations and may ultimately limit our ability to most effectively

operate our business and advance our strategic objectives In Proposal 3a we are proposing to amend and restate the

Charter to remove these provisions Our board has found this amendment and restatement of the Charter to be advisable

and is recommending that you vote FOR Proposal 3a

Second as described in more detail in connection with Proposal 3b below the current Charter contains

additional provisions that impose limitations on the Companys authority under Maryland law or otherwise do not accord

with practices that have emerged among NYSE-listed REITs that like the Company are incorporated in Maryland We

believe that revising these provisions to follow Maryland law and otherwise to accord with other NYSE-listed REITs will

provide us with greater flexibility in advancing our strategic objectives and implementing our business plan In Proposal

3b we are proposing to amend and restate the Charter to revise these provisions Our board has found this amendment

and restatement of the Chartur to be advisable and is recommending that you vote FOR Proposal 3b

PROPOSAL 3a AMEND AND RESTATE THE CHARTER TO REMOVE PROVISIONS ORIGINALLY
INCLUDED TO COMPLY WITH THE NASAA REIT GUIDELINES

The shares of our common stock have been listed for trading on the NYSE since 2004 At the time we were

formed and raised capital through series of best efforts offerings however we were not listed on the NYSE Instead

we fell into category of companies known as non-listed REITs and we were required to register our offerings with

various state securities administrators Many of the states in which we registered our securities required REITs offering

securities to residents of their state to comply with the standards set forth in the Statement of Policy Regarding Real Estate

Investment Trusts promulgated by the North American Securities Administrators Association Inc which is referred to

herein as the NASAA REIT Guidelines or Guidelines Much like we started non-listed REITs typically begin as

blind pools which means they initially own no assets do not generally have employees and are managed by external

advisors These external advisors are paid fees for their services based on among other things assets under management

and purchases or sales of assets The charter provisions required by the Guidelines consist of substantive restrictions on

REITs operations including on certain types of fees that may be paid to external advisors and on transactions between the

non-listed REIT and its external advisor or affiliates thereof These restrictions apply to REIT that is making public

offering of securities that are not listed for trading on national securities exchange or designated for quotation on an

over-the-counter market We are no longer raising capital through this type of public offering and we do not intend to do

so in the near future We completed our last best efforts offering as non-listed REIT in 1998 and we have been self-

managed REIT with no external advisor since 2000 In contrast REITs that like the Company make public offering of

securities that are listed on the NYSE are not required to comply with the Guidelines Hence the charter of an NYSE-

listed REIT like the Company generally does not contain many of the provisions described below that were originally

included in our current Charter to comply with the Guidelines

As result of the Guidelines and in contrast to the charter of typical NYSE-listed REIT our current Charter also

contains provisions that are redundant with provisions contained in the Maryland General Corporation Law or MGCL
We believe that the limitations included in our Charter which derive from the NASAA REIT Guidelines at minimum

may create interpretive questions and may result in uncertainty which could affect our ability to operate our business and

advance our strategic objectives Other provisions that were originally included in our Charter to comply with the

Guidelines impose conditions on our board or limit the boards authority in manner that is not typical of the charter of an
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NYSE-listed REIT We believe that by removing the NASAA-mandated provisions and amending and restating our

Charter so that it instead follows Maryland law under which we are organized the resulting Charter will be more similar

to those of other NYSE-listed REITs incorporated in Maryland Although we do not believe that these provisions have

caused the Company to lose an acquisition opportunity or to have practically limited the Companys operations to date

we also believe that in the future these provisions could have an adverse effect on the Company by preventing us from

being able to respond quickly to changing circumstances or taking advantage of certain opportunities For example the

provisions of the current Charter that were originally included to comply with the Guidelines could require the Company

to get approval of the holders of majority of our common stock to engage in certain asset or merger transactions for

which the MGCL absent these provisions would not require stockholder vote Similarly these provisions could require

the Company to get appraisals for one or more properties to conduct certain transactions even if the board in its business

judgment does not believe that the appraisal would contribute material information to its consideration of the transactions

The time and expense required to conduct such stockholder vote or get such an appraisal could result in our inability to

consummate transactions the board believes to be in our stockholders interest or in unnecessary delay or expense in doing

so Because they impose additional restrictions on our directors that are not required under the MGCL or typical of

NYSE-listed REITs they may also prevent us from attracting or retaining executive officers or directors in the future

Despite the benefits we believe would result from amending and restating our Charter as proposed herein deleting

the provisions described below from the current Charter will affect the rights of our stockholders For example

transactions that violate corporations Charter may be voidable if challenged by stockholder In addition as noted

above after these provisions are removed under the MGCL the Company may be able to engage in certain transactions

without seeking the approval of stockholders for which stockholder approval is required under the current Charter We

believe the Charter provisions required by the Guidelines were designed to impose certain limits during the time that we

were externally managed We became self-managed REIT in 2000 and our shares of common stock have been listed on

the NYSE since 2004 Consequently we believe that the provisions described in this Proposal 3a are unduly

burdensome and restrictive and are no longer in the best interest of the Company and our stockholders

The following summarizes the principal changes that we are asking stockholders to approve in this Proposal 3a
to those provisions originally included in the current Charter to comply with the NASAA REIT Guidelines

Article VI Sections 3c and 3d Common Stock Approval Rights If adopted this proposal would delete these

provisions entirely Section 3c requires the affirmative vote of the holders of majority of our common stock to

amend the Charter dissolve or liquidate the Company or remove directors We believe this provision is redundant

Under the MGCL and the amendments to the Charter we are proposing in Proposal 3b after deletion of Section 3c
of the Charter amendment of the Charter dissolution of the Company the transfer of all or substantially all of the

assets of the Company and removal of director will generally require the affirmative vote of the holders of

majority of our stock entitled to vote thereon Section 3d provides that in certain votes of stockholders including

those required under Section 3c the votes of certain directors and certain affiliates are not counted We believe the

intent of this provision under the Guidelines was to limit the voting power of our former sponsor or external advisor

prior to our becoming self-managed REIT We became self-managed REIT in 2000 Therefore we believe

Section 3d to be obsolete

Article VI Section Liabifity of Stockholders If adopted this proposal would delete this provision entirely

Section provides that the Companys stock will be nonassessable All of our stock sold in the best efforts

offerings described above is nonassessable Under rules promulgated by the SEC any additional stock we offer in

registered public offerings is also required to be nonassessable

Article VII Section Number and Classification of Directors Our existing Charter requires that majority of

our board will consist of Independent Directors with independence defined in accordance with the NASAA REIT

Guidelines If adopted this proposal would delete certain aspects of this provision requiring among other things that

all of our non-independent directors have at least three years of relevant experience and at least one of our

independent directors have three years of relevant real estate experience NYSE rules require that majority of our
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board will continue to consist of independent directors All of our current independent directors meet the NYSE
standard for independence and we do not expect that removing the director requirements originally included to

comply with the Guidelines will affect the composition of our board In the future however it is possible that

person who would not be considered independent under the Guidelines would nevertheless add an important

element to our board So long as the person satisfies the test of independence under the NYSE rules we believe that

our Nominating and Corporate Governance Committee should be able to nominate the person to our board

Article VII Section Indemnification We are proposing to amend this provision to provide that the Company

shall indemnify our directors and officers to the maximum extent permitted by law Section currently includes

limitations on indemnification and insurance of and advancement of expenses to our directors that were originally

included to comply with the Guidelines The MGCL generally permits corporation to indemnify its directors and

officers for losses liabilities and expenses unless it is established that the act or omission of the director or officer

was material to the matter giving rise to the proceeding and was either committed in bad faith or was the result of

active and deliberate dishonesty ii the director or officer actually received an improper personal benefit in money

property or services or iii in the case of criminal proceeding the director or officer had reasonable cause to

believe that the act or omission was unlawful We believe these are appropriate limits to indemnification because

they describe acts or omissions that are presumptively not in the interest of the Company and for which therefore it is

not appropriate that the Company would bear the risk We are proposing to delete the additional limitations imposed

in Article VII Sections 6a 6b and 6c of the current Charter

We believe indemnification to the maximum extent permitted by the MGCL is appropriate because the Company can

only act through its directors and officers Hence when they act in their capacity as directors and officers our

directors and officers are acting for and on behalf of the Company and not for their own account It is appropriate that

the Company generally should bear the risk for those actions because they are effectively the Companys own

actions Moreover in the absence of indemnification we would be shifting the risks from those actions onto our

directors and officers while internalizing the benefits from them For this reason the limitations on indemnification

imposed by the Guidelines are uncharacteristic of NYSE-listed companies generally and of NYSE-listed REITs like

the Company in particular The market for talented and experienced nominees to stand for election as director and

executives to serve as officers is competitive Although we have not yet encountered difficulty in attracting qualified

director nominees or officers it is possible that in the future the best candidates will be attracted by other firms that do

not have indemnification limitations as onerous as those that were originally included in the current Charter to comply

with the Guidelines

In connection with the aforementioned revisions to remove limitations on indemnification of directors originally

included to comply with the Guidelines we are also proposing to remove the limitations on advancements to directors

for legal and other expenses and costs in Section 6c and on purchase of directors and officers insurance in Section

6d We believe these changes are appropriate in connection with the proposed removal of limitations on

indemnification of directors as described above

When director or officer is entitled to indemnification the Company believes that the authority to advance expenses

under the Charter may assist in the defense of claims against the director or officer by for example enabling him or

her to hire legal counsel and thereby reduce the Companys ultimate cost To be most effective we believe that the

ability to advance expenses under the Charter should follow the MGCL as do the proposed indemnification provisions

discussed above Otherwise the limitations on advancement of expenses in the current Charter may diminish

directors financial ability to defend against claims and losses for which the Company may ultimately be financially

responsible under the proposed amendments to the indemnification provisions of the Charter Under the MGCL
director or officer who seeks advancement of expenses must undertake to repay any amount advanced by the

Company if it is ultimately determined that the directors or officers action or omission did not meet the standards for

indemnification
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We also propose to delete the limitations in Section 6d on the insurance coverage that the Company may purchase

on behalf of directors and officers The Company purchases insurance on behalf of directors and officers in order to

help defray its financial risk connection with the indemnification provisions described above We believe that

removing the limitations regarding purchase of insurance in Section 6d will help us continue to attract qualified
and

experienced director nominees and executives When they act on behalf of the Company directors and officers

undertake significant personal financial risk arising from potential claims relating to their acts or omissions to act

The Company participates in competitive market for director nominees and executives and the ability to help

mitigate the personal financial risks to directors and officers relating to their acts on behalf of the Company is an

important factor in competing successfully in that market

Article VII Section 11 Distributions This provision requires certain timing of and disclosure of information about

distributions If adopted this proposal would delete this provision entirely First the board believes that the Charter

should not dictate the timing of distributions particularly if changing the frequency of payment may save the

Company money The Company estimates that if distributions had been paid on quarterly instead of monthly

basis in 2012 the costs associated with distribution payments would have been reduced by approximately $65000

Pursuant to disclosure requirements applicable to the Company as public reporting company under the Exchange

Act the Company will continue to provide stockholders with information of the type required by this section on

quarterly and annual basis detailing the amount of funds distributed and the Companys financial condition and results

of operations Finally although the Company has no present intent to pay any distributions in kind there could be

circumstances in the future where doing so may be in the best interest of the Company and its stockholders and we

believe the board should have the authority to do so in the exercise of its business judgment

Article VII Section 12 Distribution Reinvestment Program If adopted this proposal would delete this provision

entirely The Company currently has distribution reinvestment plan in effect and discloses the terms and conditions

in the plan

Article VII Section 14 Termination of the Company If adopted this proposal would delete this provision

entirely Dissolution and winding up of the Company is governed by the MGCL In Proposal 3b we are proposing

that dissolution of the Company will continue to require the affirmative vote of holders of majority of the

Companys issued and outstanding stock entitled to vote thereon

Article VII Section 15 Transactions with Affiliates If adopted this proposal would delete this provision entirely

Section 15 limits our ability to engage in transactions with affiliates We believe the intent of this provision under the

Guidelines was to restrict transactions between us and our external advisor prior to our becoming self-managed

REIT An external advisor may have had the opportunity or right to earn fees in connection with an affiliate

transaction Therefore we believe this provision to be obsolete In the present context affiliates could include

entities that we control We believe that the decision to conduct transactions with affiliates especially with entities

we control is best left to the business judgment of the board

Article VII Section 16 Limitation on Total Operating Expenses If adopted this proposal would delete this

provision entirely Section 16 sets forth limits on our total operating expenses Removing this provision creates risk

that our expenses may exceed the limits in the future which could affect our financial condition and results of

operations Under the current Charter if we exceed these limits however our independent directors have the power

to determine that the excess is justified For the year ended December 31 2012 our expenses did not exceed the

limits and we do not currently believe that our expenses will exceed the limits in the future Nevertheless to provide

the Company flexibility to implement its business plan we believe that decisions regarding our expense levels are

best left to the business judgment of our board

10 Article VII Section 17 Limitation on Borrowing If adopted this proposal would delete this provision entirely

Section 17 limits the amount that we may borrow to 300% of our net assets as defined in the Guidelines We

currently have no intent to borrow the maximum permitted by the current Charter As of December 31 2012 we had

borrowed $746576 which is equal to approximately 99% of our net assets Removing this provision could result

in our becoming more leveraged which might have material effect on our financial condition and results of
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operations Nevertheless our board believes that the elimination of these restrictions is advisable and will provide us

with greater flexibility in our operations as well as the ability to expand our investment and capital market

opportunities

11 Article VII Section 18 Real Estate Commissions Section 20 Acquisition Fees and Expenses If adopted this

proposal would delete these provisions entirely Sections 18 and 20 contain limits on the amount of real estate

commissions Section 18 and acquisition fees and expenses Section 20 that we may pay in connection with the sale

or acquisition of particular property We believe that these limits may be relevant to an externally managed REIT

for which the external advisor might be able to control decisions regarding sales or acquisitions that could result in

payment of fees to the advisor We are self-managed REIT Any fees or expenses that we may pay in connection

with any acquisition or disposition are paid to third parties Our executive officers are not compensated based on

asset sales or acquisitions Even if they were those would be elements of our executive compensation practice

subject to the oversight of our Compensation Committee and would not involve the direct payment of fees to those

persons

12 Article VII Section 21 Determination of Consideration If adopted this proposal would delete this provision

entirely Section 21 addresses how the purchase price for an asset is determined We believe that the purchase price

of an asset is determined in negotiations between the parties to the transaction and Charter provision is unnecessary

Among other factors we believe that the board should have discretion whether to require an appraisal in the case of

an affiliated transaction for the purpose of establishing the purchase price

13 Article VII Section 22 Fiduciary Duty If adopted this proposal would delete this provision entirely Section 22

states that the Companys directors shall have fiduciary duty to the stockholders of the Company Our directors are

held to the standard of conduct imposed under the MGCL which requires director to perform his or her duties in

good faith in manner he or she reasonably believes to be in our best interest and with the care that an ordinarily

prudent person in like position would use under similar circumstances We believe the vague language originally

included in the Charter to comply with the Guidelines that appears in Section 22 may create ambiguity as to the

standard required of our directors Deleting this section would clarify that our directors are held fully to the standard

imposed by the MGCL

14 Article VII Section 23 Review of Investment Policies If adopted this proposal would delete this provision

entirely Section 23 requires the directors to review and monitor the Companys administrative procedures

investment operations and borrowing policies and determine that they are being carried out These provisions are

more restrictive than required for an NYSE-listed company organized in Maryland and more restrictive than are

commonly contained in charters of other REITs similar to the Company Moreover we believe this provision does

not provide any guidance to the board on what is expected of this review Instead we believe that stockholders are

already and after deletion of this provision will continue to be protected by MGCL provisions
that require director

to act in accordance with the standard of care described above The board is responsible for adopting policies
and

supervising managements implementation of those policies with respect to the Companys operations finances

accounting and risk As public reporting company under the Exchange Act the Company reports on aspects of that

responsibility in its annual and quarterly reports

15 Article VII Section 24 Limitation on Organization and Offering Expenses If adopted this proposal would

delete this provision entirely Section 24 established limits on the expenses paid by the Company in its initial public

offering The Companys initial public offering was completed many years ago As result this section is no longer

applicable

16 Article IX Investment Restrictions If adopted this proposal would delete this article entirely This article

requires majority of the Companys independent directors to approve the Companys investment policies Further

Article IX outlines number of restrictions on the type of assets in which the Company may invest or establishes

conditions on the investments For example clause of Article IX states that not more than 10% of our assets may

be unimproved real property Clause states that we may not invest in commodities or commodity futures contracts
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except for hedging purposes Clauses through prohibit investments in mortgage loans without an appraisal or if

the aggregate of all mortgage loans secured by the invested or unimproved property exceeds 85% of the appraised

value or that are subordinate to any mortgage or equity interest of any director or affiliate thereof Clause prohibits

investments in equity securities unless approved by majority of the board including majority of the independent

directors as being fair competitive and commercially reasonable Clause prohibits the Company from issuing

redeemable equity securities ii debt securities unless the historical debt service coverage as adjusted for known

charges is sufficient to properly service the higher level of debt iiioptions or warrants to purchase shares of the

Companys common stock to any director or their affiliates except on the same terms as sold to the general public

provided that the Company may issue options or warrants to persons not affiliated with the Company at exercise

prices not less than the fair market value of the securities on the date of grant and for consideration and iv options

or warrants to directors or affiliates that exceed an amount equal to 10% of the outstanding shares the Companys

common stock Clause requires majority of the board to determine that the consideration paid for any

investments in real property be based on the fair market value of the property Clause states that the Company may

not invest in indebtedness secured by mortgage on real property which is subordinate to the lien of other

indebtedness except when the amount of the junior debt plus the amount of any senior debt does not exceed 90% of

the value of the property Clause prohibits the Company from engaging in trading as compared with investment

activities Clause prohibits the Company from engaging in underwriting or the agency distribution of securities

issued by others

In each case we believe our board should have the authority in the exercise of its business judgment to decide what

type of assets we should invest in or the type of transactions in which we may engage Although currently we have no

plans to make any of the investments limited by Article IX we believe that increased flexibility could be

advantageous and that the limitations are not characteristic of the charter of an NYSE-listed REIT Nevertheless

deleting this Article may increase the risk that we will pursue transactions such as those referenced above which if

the investments perform poorly could adversely affect our results of operations and the value of your investment in

us

17 Article Access to Records If adopted this proposal would delete this article entirely The MGCL contains

provisions that would continue to govern the access that stockholders would have to our books and records and the

rights of stockholder to inspect our list of stockholders Importantly the MGCL sets limits on who may inspect or

review corporations books and records or stockholder list If this Article is deleted the rights of stockholders to

inspect and copy certain corporate documents including the ability to obtain list of stockholders will be limited to

the rights provided for under the MGCL These rights are more restrictive than those included in our current Charter

Maryland law allows any stockholder of corporation to inspect the corporations bylaws minutes of stockholder

proceedings annual statements of affairs and voting trust agreements on file at the corporations principal office and

to request statement showing all stock and securities issued by the corporation during specified period of not more

than twelve months before the date of the request However Maryland law permits only stockholders who for at least

six months have been stockholders of record of at least five percent of the outstanding stock of any class of the

corporation to inspect the corporations books of account and stock ledger to request statement of the corporations

affairs and to request stockholder list Our current Charter provides that any stockholder may request copy of the

stockholder list in connection with matters relating to stockholders voting rights the exercise of stockholder rights

under federal proxy laws or for any other proper and legitimate purpose Our board believes that these revisions

increase the Companys ability to protect the privacy of its stockholders We believe the changes also enhance our

anti-takeover defenses by making it more difficult for potential acquirer to acquire shares or to contact stockholders

for the purpose of trying to influence our management Although we believe the changes are in the best interest of the

Company the proposed amendments may discourage others from trying to acquire control of us which may reduce

your ability to liquidate your investment in us or to receive acontrol premium for your shares The proposed changes

may also make it more difficult for our stockholders to communicate with each other to influence our management

which could result in policies actions or board composition that are not as favorable to you as they might otherwise

be
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18 Article XL Reports and Meetings If adopted this proposal would delete this article entirely This article sets forth

requirements regarding the type of information to be included in the Companys annual report including report from

the independent directors that the policies being followed by the Company are in the best interest of the stockholders

and the basis for this determination The Company believes that substantially all of the requirements set forth in this

article are similarly required by various provisions of the federal securities laws and complied with by the Company

in its various filings under the Exchange Act We would however no longer be subject to Charter requirement to

distribute an annual report with the following information specified by the Guidelines the ratio of the cost of raising

capital during the period to the capital raised the total operating expenses of the Company stated as percentage of

average invested assets and as percentage of net income and report from the independent directors that the

policies being followed by the Company are in the best interests of our stockholders and the basis for such

determination As public reporting company however we will still continue to be subject to the rules and

regulations promulgated by the SEC related to annual reports as well as the general provisions of MGCL requiring us

to prepare an annual statement of affairs Thus we expect to continue distributing an annual report to our

stockholders with disclosure of the information required under the rules and regulations of the SEC

19 Article XII Conversion Transactions If adopted this proposal would delete this article entirely This article

requires stockholders representing at least 66% in interest of the shares and all of the independent directors to

approve certain transactions involving the Company in which the Company stockholders would receive securities in

surviving entity having substantially longer duration or materially different investment objectives and policies or

that could provide significantly greater compensation to management from that which is described in the Companys

prospectus for its initial public offering We believe that this article is ambiguous and unnecessary The Company is

an infinite-life entity and it is impossible for surviving entity to have substantially longer duration Further the

Company does not expect to undertake conversion transaction with any other entity other than REIT and if that

other REIT were to have different investment objectives or policies such as investing in different types of properties

the Company believes its board should have the discretion to determine whether that type of transaction would be in

the best interest of the Company and its stockholders Because the Company was managed and advised by third

party
for its initial public offering its prospectus did not describe any compensation for management because it did

not have any employees Therefore that particular provision has no effect

20 Article XIII Roll-ups If adopted this proposal would delete this article entirely This article imposes procedural

protections relating to transactions in which our stockholders must exchange their shares for securities of another

entity roll-up transaction Among other protections an appraisal of the Companys assets as of date

immediately prior to the announcement of the proposed roll-up transaction and certain other requirements must be

obtained from an independent expert in connection with any roll-up transaction Stockholders who vote against any

proposed roll-up transaction must be given the choice of accepting the securities of the roll-up entity or either

remaining as stockholders of the Company and preserving their interests therein on the same terms and conditions

as existed previously or ii receiving cash in an amount equal to their proportionate share of the appraised value of

the Company In addition the Company is prohibited from participating in any roll-up transaction in which certain

stockholder rights in the roll-up entity such as voting and access to records are less than those currently provided to

stockholders of the Company Further if the roll-up transaction is not approved by the stockholders the costs of the

roll-up transaction may not be borne by the Company Although deleting this article may reduce certain rights of

stockholders we believe the deletion may increase our flexibility to enter into roll-up transaction that our board and

our stockholders may determine to be in our best interest

In addition to the proposed amendments to the Companys Charter particularly described above we are also

proposing to amend the Charter to integrate all of the proposed changes to the Charter that are approved by stockholders

at the Annual Meeting to conform cross-references and section titles and to make other immaterial typographical and

drafting changes throughout the Charter to remove provisions that are no longer applicable by their express terms and to

restate the Charter to incorporate all previously approved amendments and articles supplementary in one document None

of these ministerial amendments would materially affect the rights or preferences of our stockholders We believe that
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these amendments and the restatement are advisable in order to simplify reference to the Companys Charter for our

stockholders directors officers employees agents and advisors

The summary above of Proposal 3a is qualified in its entirety by the complete text of the proposed Fifth Articles

of Amendment and Restatement which is attached hereto as Exhibit and reflects all of the amendments to the Charter

that we are proposing to be approved at the Annual Meeting in both this Proposal 3a and Proposal 3b The text of the

proposed Fifth Articles of Amendment and Restatement has been marked in Exhibit to reflect all the proposed

amendments from the current Fourth Articles of Amendment and Restatement including the amendments contemplated

by this Proposal 3a

Approval of this Proposal 3a at the Annual Meeting will require the affirmative vote of the holders of majority

of all the shares of our common stock entitled to be cast which means that AN ABSTENTION OR FAILURE TO VOTE

COUNTS AS VOTE AGAINST PROPOSAL 3a This Proposal 3a is not routine matter subject to broker

discretionary voting under applicable NYSE rules If you hold your shares in street name and do not provide voting

instructions to your broker broker non-vote may occur and your shares will not be voted on this Proposal 3a
BROKER NON-VOTE COUNTS AS VOTE AGAINST PROPOSAL 3a

RECOMMENDATION OF THE BOARD The board has found the amendment and restatement of the Charter

proposed in this Proposal 3a to be advisable and therefore the board recommends that your vote FOR Proposal 3a
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PROPOSAL 3b AMEND AND RESTATE THE CHARTER TO ACCORD WITH THE PRACTICES OF

OTHER REITS LISTED ON THE NEW YORK STOCK EXCHANGE

In our review of the charters of other NYSE-listed REITs we have also identified practices that have evolved

since adoption of the Companys current Charter In this Proposal 3b we are proposing to amend and restate the current

Charter to accord with these practices which we believe will have positive effects for the Company and our stockholders

In particular as described in more detail below we are proposing to clarify the effect of the boards reclassification of our

authorized shares of stock on the total number of authorized shares of stock to remove references to the Maryland Control

Share Acquisition Act to update the boards authority to make authoritative determinations with respect to the Company

to update the stock ownership and transfer restrictions that help the Company to maintain its REIT qualification under the

Code and to clarify the majority voting requirement for certain actions by our stockholders We believe these changes

will improve the Companys flexibility to advance its strategic objectives and implement its business plan to its benefit

and the benefit of its stockholders

Article VI Section Authorized Shares If adopted this proposal would add language clarifying that if the board

classifies or reclassifies shares of one class of stock into shares of another class of stock the number of authorized

shares of the former class will be automatically decreased and the number of shares of the latter class will be

automatically increased in each case by the number of shares so classified or reclassified so that the aggregate

number of shares of stock of all classes that the Company has authority to issue does not exceed the currently

authorized amount of 512000000 which we are not proposing to change We believe this clarification will provide

us flexibility to respond to the Companys changing capital requirements and developments in the equity capital

markets over time Subject to the obligations of our directors to fulfill fiduciary or other duties and comply with

standards of conduct imposed on them by the MGCL or other applicable state or federal law rule or regulation the

Company represents that it will not without the prior approval of its common stockholders issue any series of stock

specifically for any defensive or anti-takeover purpose including to implement any stockholder rights plan for such

purpose The Company may issue stock for capital raising transactions acquisitions joint ventures or other corporate

purposes which despite not having defensive or anti-takeover purpose may have the effect of making an acquisition

of the Company more difficult or costly

Article VI Section 3b Control Shares If adopted this proposal would delete this provision entirely Section

3b provides that the Maryland Control Share Acquisition Act shall not apply to acquisitions of Control Share as

defined in that act by an Existing Holder which is an obsolete concept in the stock ownership and transfer

restrictions in the current Charter that we are proposing to delete Upon adoption of this amendment we intend to

amend our bylaws to provide that the Maryland Control Share Acquisition Act shall not apply to any acquisition of

the stock of the Company

Article VII Section Determinations by the Board If adopted this proposal would add language to this

provision clarifying the boards authority to make authoritative determinations with respect to the Company Section

authorizes the board to make conclusive and binding detenninations about certain matters within the boards general

authority to manage the business and affairs of the Company under the MGCL We believe the specific authorities

granted to the board by the proposed amendment may fall within the boards existing general authority under the

MGCL Nevertheless we believe this amendment is advisable to clarify the areas in which the board may make

authoritative determinations We believe this increased clarity will contribute to more efficient oversight of the

Companys management and implementation of our business plan

Article VIII Restriction on Transfer and Ownership of Shares In order to maintain the Companys tax-preferred

REIT qualification under the Code any five persons as defined under the Code may not own 50% or more of the

shares of the Companys stock In addition the Code imposes limitations on stock ownership by affiliates of the

Companys tenants To help assure that the Company meets these requirements and thereby preserve the value of the

Companys REIT qualification
for all our stockholders the Companys Charter has included ownership and transfer
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restrictions for the Companys stock since the time we were formed and first raised capital Although we believe that

no violation of the aforementioned stock ownership Limitations for REITs under the Code has occurred under the

current Charter we also believe the proposed amendments to the ownership and transfer restrictions for our common

stock accord with practices that have evolved in the charters of NYSE-listed REITs like the Company and will help to

mitigate further any risk to the Companys REIT qualification Under the current Charter the general ownership limit

is set as 9.8% of our stock and we are not proposing to amend that general limit at this time If adopted this proposal

would not amend the stock ownership and transfer restrictions that apply to our Series Preferred Stock The stock

ownership and transfer restrictions in our current Charter will continue to apply to our Series Preferred Stock with

no changes except if this proposal is adopted to conform section numbering and cross-references and to clarify that

certain defined terms apply only to our Series Preferred Stock by inserting the words Series before those terms

If adopted this proposal specifically would amend the ownership and transfer restrictions in the Charter that apply to

our common stock in the following manner

Article VIII Section Definitions If adopted this proposal would amend the definition of Beneficial

Ownership to apply to each individual or entity that holds shares of our stock directly or indirectly including

as nominee and treating options as exercised for certain purposes Currently the definition incorporates

section of the Code that looks through holders of record of our stock to each individual that directly or

indirectly has beneficial ownership of our stock treating certain entities as individuals We believe this

change may provide us with earlier notification that stockholder is approaching the 9.8% ownership limit

and will simplify monitoring of compliance with the stock ownership and transfer restrictions We are also

proposing new defined term Constructive Ownership that will help to clarify the applicability of certain

attribution rules under the Code for applying the ownership and transfer restrictions In addition if adopted

this proposal would amend the defmition of Transfer to clarify that the stock ownership and transfer

restrictions apply to the exercise of stock options and any conversion or exchange right into or for stock of the

Company Further we add Excepted Holder and Excepted Holder Limit definitions as described in more

detail below

Article VIII Sections 2-14 If adopted this proposal would consolidate these sections of the current Charter

which set forth the stock ownership and transfer restrictions into two sections Although the proposed

amendments streamline the language the effect of the language will remain unchangedto make any transfer

that would result in ownership exceeding the applicable limitations in constructive trust for beneficiary that

would not have ownership in violation of the applicable limitations or if the transfer is effective nevertheless

to void the transfer The proposed amendment also lowers the ownership threshold at which stockholders are

required to provide information to the Company from 9.8% to 5.0% which is consistent with the

requirements of the Code that apply to the Company The proposed amendments also would require advance

or immediate notice to the Company of transfer of our stock that results in ownership in violation of the

applicable limitations We believe these amended reporting requirements present minimum burden to our

stockholders which must already comply with reporting requirements under the Exchange Act upon

acquiring 5.0% of our stock while providing the Company timely information with which to respond to

emerging potential risks to its REIT qualification

The proposed amendments clarify the conditions precedent to the boards approval or increase of an Excepted

Holder Limit Under the current Charter significant stockholders may seek waivers from the Company to

hold in excess of the general ownership limit up to an individual limit established by the board to preserve the

Companys REIT qualification The amendments to the Companys Charter we are proposing in this

Proposal 3b will clarify this process by establishing an Excepted Holders mechanism that will similar to the

waiver provision of the current Charter allow us to set individual stock ownership limits for certain

significant holders the Excepted Holders that are higher than the 9.8% general ownership limit and to

decrease the general ownership limit for other stockholders if deemed advisable An Excepted Holder Limit

will allow an Excepted Holder to acquire more than the 9.8% of our stock while preserving the Companys
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ability to assure it complies with the stock ownership limitations for REIT qualification under the Code We

believe that the proposed Excepted Holder Limit provisions benefit stockholders by making the process and

conditions for establishing stock ownership limit greater
than 9.8% more transparent

New Article VII Sections 4-5 These proposed new sections clarify the remedies available to the Company

for any violation of the stock ownership and transfer restrictions

Article XIV Amendments If adopted this proposal would move the provision establishing majority voting

threshold for approval of certain matters such as amendment of the Charter into new Article IX in order to clarify its

applicability to all extraordinary actions The language in Article XIV of the current Charter reflects the NASAA

REIT Guidelines To approve certain actions the MGCL allows charter provision such as this one that requires the

affirmative vote of holders of majority of the Companys stock entitled to vote thereon Without such provision

two-thirds vote generally is required to approve those actions If adopted this proposal would clarify the effect of this

provision by moving it into new Article IX so that it does not appear with provisions of the Charter relating only to

amendment of the Charter Rather than enumerate particular types of actions for which majority vote is sufficient as

in the current Charter the new article would lower the vote required to majority of our stock entitled to vote thereon

for every type of action for which the MGCL generally requires two-thirds vote but also allows charter to provide

lower requirement We believe the generalized language in the proposed amendment is advisable to avoid potential

ambiguities where language in the current Charter may appear to differ from the stockholder approval requirements of

the MGCL For example the current Charter might require
stockholder vote to approve certain mergers that would

not otherwise require stockholder vote under the MGCL Although the proposed amendment may decrease

stockholder voting rights in some circumstances under the proposed amendment stockholders would continue to

have their current voting rights with respect to all matters for which the MGCL requires stockholder approval

Moreover we believe that resolving any potential ambiguities between the Charter and the MGCL will improve the

boards ability to take advantage of strategic opportunities that may arise in the future

In addition to the proposed amendments to the Companys Charter particularly described above we are also

proposing to amend the Charter to integrate all the amendments to the Charter that are approved by stockholders at the

Annual Meeting to conform cross-references and section titles and to make other immaterial typographical and drafting

changes throughout the Charter to remove provisions that are no longer applicable by their express terms and to restate

the Charter to incorporate all previously approved amendments and articles supplementary in one document None of

these ministerial amendments would materially affect the rights or preferences of our stockholders We believe that these

amendments and the restatement are advisable in order to simplify reference to the Companys Charter for our

stockholders directors officers employees agents and advisors

Upon adoption of proposed amendments the board will also adopt conforming changes in the bylaws of the

Company including opting out of the Maryland Control Share Acquisition Act as described above However no

additional action on the part
of stockholders is required for these amendments to the bylaws

The summary above of Proposal 3b is qualified in its entirety by the complete text of the proposed Fifth Articles

of Amendment and Restatement which is attached hereto as Exhibit and reflects all of the amendments we are

proposing to be approved at the Annual Meeting in both Proposal 3a and this Proposal 3b The text of the proposed

Fifth Articles of Amendment and Restatement has been marked in Exhibit to reflect the all the proposed amendments

from the current Fourth Articles of Amendment and Restatement including the amendments contemplated by this

Proposal 3b

Approval of this Proposal 3b at the Annual Meeting will require
the affirmative vote of the holders of majority

of all the shares of our common stock issued and outstanding which means that AN ABSTENTION OR FAILURE TO

VOTE COUNTS AS VOTE AGAINST PROPOSAL 3b This Proposal 3b is not routine matter subject to

broker discretionary voting under applicable NYSE rules If you hold your shares in street name and do not provide
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voting instructions to your broker broker non-vote may occur and your shares will not be voted on this Proposal 3b
BROKER NON-VOTE COUNTS AS VOTE AGAINST PROPOSAL 3b

RECOMMENDATION OF THE BOARD The board has found the amendment and restatement of the Charter

proposed in this Proposal 3b to be advisable and therefore the board recommends that your vote FOR Proposal 3b
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PROPOSAL NO.4- ADVISORY RESOLUTION TO APPROVE EXECUTIVE COMPENSATION

As required by Section 14A of the Exchange Act we are seeking non-binding advisory approval by our

stockholders of the compensation of our named executive officers as disclosed in the section of this proxy statement

entitled Executive Compensation Stockholders are being asked to vote on the following non-binding advisory

resolution

RESOLVED that the compensation paid to the companys named executive officers as disclosed pursuant to

Item 402 of Regulation S-K including the Compensation Discussion and Analysis compensation tables and narrative

discussion is hereby APPROVED

As described in detail under the heading Compensation Discussion and Analysis our executive compensation

programs are designed to accomplish the following objectives attract retain and motivate quality executives by

providing fair and reasonable compensation reward individual performance and align compensation with our

performance and the interests of our stockholders To accomplish these objectives our named executive officers are

rewarded based on two objective measures of our performance relative to our peer group and for achieving personal goals

To better align the incentives of management with the interests of our stockholders we award our named executive

officers restricted shares of our stock as part of their base compensation and include the opportunity to earn additional

shares as part of their incentive compensation package so that they will share in the risks and rewards of stock ownership

along with our other stockholders These shares vest over five-year period so as to incentivize executives to remain with

us and to encourage them to consider our longer-term outlook in addition to our near-term performance Please read the

Compensation Discussion and Analysis beginning on page 25 for additional details about our executive compensation

agreements and practices We are asking our stockholders to indicate their support for our named executive officer

compensation as described in this proxy statement This proposal commonly referred to as say-on-pay proposal

gives our stockholders the opportunity to express view on the compensation of our named executive officers This vote

is not intended to address any specific item of compensation but rather the overall compensation of our named executive

officers and the compensation philosophy policies and practices described in this proxy statement

The say-on-pay vote is advisory and therefore not binding on the Company the board or the compensation

committee The board the compensation committee and our executive officers greatly value the opinions of our

stockholders Our board and its compensation committee will consider the voting results along with other relevant

factors in connection with their ongoing evaluation of our compensation programs The Company currently plans to seek

advisory approval of the compensation of our named executive officers annually The next advisory vote on executive

compensation will occur at the 2014 annual meeting

RECOMMENDATION OF THE BOARD Our board unanimously recommends that you vote FOR the

advisory approval of the compensation of our named executive officers as disclosed and described in the compensation

discussion and analysis section of this proxy statement
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STOCKHOLDER PROPOSALS

We have not received any stockholder proposals to be included in this proxy statement Article II Section 14a

of our current bylaws requires that any stockholder intending to present nomination or other proposal for action by the

stockholders at an annual meeting must give written notice of the nomination or proposal containing specified

information to our corporate secretary not less than forty-five days prior to the anniversary of the date on which we

mailed the prior years proxy statement For our annual meeting to be held in 2014 the notice deadline under Article II

Section 14a of our bylaws is April 2014 copy of our bylaws may be obtained by written request to our corporate

secretary at the address provided below

Our bylaws do not change the deadline for stockholder seeking to include proposal in our proxy statement

pursuant to SEC Rule 4a-8 This rule requires that notice of stockholder proposal requested to be included in our proxy

materials pursuant to that Rule must generally be furnished to our corporate secretary not later than 120 days prior to the

anniversary date of the prior years proxy statement For our annual meeting to be held in 2014 any stockholder proposal

to be included in the proxy statement under Rule 14a-8 must have been received by our corporate secretary no later than

December 30 2013

All stockholder nominations or proposals should be submitted in writing and addressed to our corporate secretary

at Inland Real Estate Corporation 2901 Butterfield Road Oak Brook Illinois 60523
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YOUR VOTE IS IMPORTANT THE PROMPT RETURN OF

PROXIES WILL SAVE US THE EXPENSE OF

FURTHER REQUESTS FOR PROXIES PLEASE

PROMPTLY MARK SIGN DATE AND RETURN THE

ENCLOSED PROXY IN THE ENCLOSED ENVELOPE

67



This page has been left blank intentionally



Exhibit

INLAND REAL ESTATE CORPORATION
FIFTH ARTICLES OF AMENDMENT AND RESTATEMENT

To State Department of Assessments and Taxation State of Maryland

Pursuant to the provisions of Section 2-609 of the Maryland General Corporation Law Inland Real Estate Corporation

Maryland corporation the Company hereby certifies that

FIRST The Company desires to amend and restate its charter as currently in effect and hereinafter amended

SECOND The following provisions set forth in these Fifth Articles of Amendment and Restatement are all the

provisions of the charter of the Company as currently in effect and as hereinafter amended

ARTICLE
NAME

The name of the corporation is Inland Real Estate Corporation

ARTICLE II

PURPOSE

The purposes
for which the Company is formed are to engage in any lawful act or activity including without limitation or

obligation qualifing as real estate investment trust REIT under Sections 856 through 860 of the Internal Revenue Code of

1986 as amended or any successor statute the Code for which corporations may be organized under the general laws of the State

of Maryland as now or hereafter in force

ARTICLE III

PRINCIPAL OFFICE 1N STATE AND RESIDENT AGENT

The post
office address of the principal office of the Company in the State of Maryland is do The Corporation Trust

Incorporated 351 West Camden Street Baltimore Maryland 21201 The name of the resident agent of the Company in the State of

Maryland is The Corporation Trust Incorporated at 351 West Camden Street a1timore Maryland 21201 The resident agent is

corporation located in the State of Maryland

ARTICLE IV

DEFINITIONS

For the purposes of these Articles the following terms shall have the following meanings

ARTICLES means the charter of the Company

DIRECTOR means director of the Company

EQUITY STOCK shall mean shares of stock of the Company including Common Stock or Preferred Stock

MARKET PRICE means the last reported sales price reported on the NYSE of the Equity Stock on the trading day

immediately preceding the relevant date or if the Equity Stock is not then traded on the NYSE the last reported sales price of the

Equity Stock on the trading day immediately preceding the relevant date as reported on any exchange or quotation system over which

the Equity Stock may be traded or if the Equity Stock is not then traded over any exchange or quotation system then the market price

of the Equity Stock on the relevant date as determined in good faith by the Board of Directors of the Corporation

MGCL means the Maryland General Corporation Law as amended from time to time or any successor statute
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NYSE means the New York Stock Exchange

PERSON means any individual corporation partnership estate trust including trust qualified under Sections 401a or

501 17 of the Code portion of trust permanently set aside for or to be used exclusively for the purposes described in

Section 642c of the Code association private foundation within the meaning of Section 509a of the Code joint stock company
limited liability company any other legal or commercial entity group as that term is used for

purposes
of Section 13d3 of the

Exchange Act or group to which an Excepted Holder Limit applies

ARTICLE

STOCK

Section Authorized Shares The total number of shares of stock which the Company has authority to issue is

512000000 shares of which 500000000 are shares of common stock $0.01 par value per share Common Stock and

12000000 are shares of preferred stock $0.01 par value per share Preferred Stock The aggregate par value of the shares of

authorized Common Stock and Preferred Stock is $5000000 and $120000 respectively The Board of Directors of the Company

may classify or reclassify any unissued stock from time to time by setting or changing the preferences conversion or other rights

voting powers restrictions limitations as to dividends or other distributions qualifications or terms or conditions of redemption of the

stock If shares of one class of stock are classified or reclassified into shares of another class of stock pursuant to these Articles the

number of authorized shares of the former class shall be automatically decreased and the number of shares of the latter class shall be

automatically increased in each case by the number of shares so classified or reclassified so that the aggregate number of shares of

stock of all classes that the Company has authority to issue shall not be more than the total number of shares of stock set forth in the

first sentence of this paragraph

Section Liquidation Subject to any preferential rights in favor of any class of Preferred Stock upon liquidation or

dissolution of the Company each issued and outstanding share of Common Stock shall be entitled to participate pro rata in the assets

of the Company remaining after payment of or adequate provision for all known debts and liabilities of the Company

Section Common Stock Subject to the provisions of Article VII regarding Excess Stock as such term is defined

therein and except as otherwise provided in these Articles each issued and outstanding share of Common Stock shall entitle the

holder thereof to one vote on all matters presented for vote of stockholders

Section Preferred Stock Shares of Preferred Stock may be issued from time to time in one or more classes or

series as authorized by the Board of Directors Prior to issuance of shares of each class or series the Board of Directors by resolution

shall designate that class or series to distinguish it from all other series and classes of stock of the Company specify the

number of shares to be included in the class or series and subject to the provisions of Article VII regarding Excess Stock set the

terms preferences conversion or other rights voting powers restrictions limitations as to dividends or other distributions

qualifications and terms or conditions of redemption Subjeci to the express terms of any other class or series of Preferred Stock

outstanding at the time and notwithstanding any other provision of these Articles the Board of Directors may increase or decrease the

number of shares of alter the designation of or classify or reclassify any unissued shares of any class or series of Preferred Stock by

setting or changing in any one or more respects from time to time before issuing the shares subject to the provisions of Article VII

regarding Excess Stock the terms preferences conversion or other rights voting powers restrictions limitations as to dividends or

other distributions qualifications or terms or conditions of redemption of the shares of any class or series of Preferred Stock

Section 8.125% Series Cumulative Redeemable Preferred Stock $0.01 par value per share

Designation and Number series of Preferred Stock designated the 8.125% Series Cumulative

Redeemable Preferred Stock $0.01 par value per share the Series Preferred Stock is hereby established The number

of authorized shares of Series Preferred Stock shall be 4400000

Relative Seniority The Series Preferred Stock will with respect to dividend rights and rights upon

liquidation dissolution or winding up of the Company rank senior to all classes or series of Common Stock and to all

equity securities the terms of which provide that such equity securities shall rank junior to the Series Preferred Stock

on parity with all equity securities issued by the Company other than those equity securities referred to in

clauses and and junior to all equity securities issued by the Company which rank senior to the Series Preferred

Stock and which were issued in accordance with the terms of Article Section 5giv hereof The term equity securities

shall not include convertible debt securities prior to the time of conversion
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Dividends

Holders of Series Preferred Stock shall be entitled to receive when and as authorized by the

Board and declared by the Company out of funds legally available for th payment of dividends cumulative

preferential cash dividends at the rate of eight and one-eighth percent 8.125% per annum of the twenty-five dollars

$25.00 per share liquidation preference of the Series Preferred Stock equivalent to fixed annual amount of

approximately $2.03 13 per share Dividends on the Series Preferred Stock shall accumulate on daily basis and

be cumulative from and including the first date of issuance of any shares of Series Preferred Stock or the

immediately preceding Dividend Payment Date as the case may be to but not including the next succeeding

Dividend Payment Date or redemption date as applicable Such dividends shall be payable monthly in equal

amounts in arrears on the fifteenth day of each month beginning on November 15 2011 each such day being

hereinafter called Dividend Payment Date provided that if any Dividend Payment Date is not Business Day

as hereinafter defined then the dividend which would otherwise have been payable on such Dividend Payment

Date may be paid on the next succeeding Business Day with the same force and effect as if paid on such Dividend

Payment Date and no interest or additional dividends or other sums shall accrue on the amount so payable from

such Dividend Payment Date to such next succeeding Business Day Any dividend payable on the Series

Preferred Stock for any partial dividend period shall be prorated and computed on the basis of 360-day year

consisting of twelve 30-day months Dividends shall be payable to holders of record as they appear in the stock

records of the Company at the close of business on the applicable record date which shall be the first day of the

calendar month in which the applicable Dividend Payment Date falls or such other date designated by the Board for

the payment of dividends that is not more than 30 nor less than 10 days prior to such Dividend Payment Date each

Dividend Record Date

ii No dividends on the Series Preferred Stock shall be authorized by the Board or declared by the

Company or paid or set apart for payment by the Company at such time as the tenns and provisions of any

agreement of the Company including any agreement relating to its indebtedness prohibits such authorization

declaration payment or setting apart for payment or provides that such authorization declaration payment or setting

apart for payment would constitute breach thereof or default thereunder or if such authorization declaration

payment or setting apart for payment shall be restricted or prohibited by law

iii Notwithstanding anything to the contrary contained herein dividends on the Series Preferred

Stock shall accumulate whether or not the restrictions referred to in Article Section 5cii exist whether or not

the Company has earnings whether or not there are funds legally available for the payment of such dividends and

whether or not such dividends are authorized or declared No interest or sum of money in lieu of interest shall be

payable in respect of any accumulated and unpaid dividends on the Series Preferred Stock

iv So long as any shares of Series Preferred Stock are outstanding no dividends other than in

Common Stock or other equity securities of the Company ranking junior to the Series Preferred Stock as to

dividends or upon liquidation shall be declared by the Company or paid or set apart for payment on any equity

securities of the Company of any other class or series ranking as to dividends or upon liquidation on parity with

or junior to the Series Preferred Stock unless full cumulative dividends have been or contemporaneously are

authorized by the Board and declared by the Company on the Series Preferred Stock for all past dividend periods

and the then current dividend period When dividends are not paid in full or sum sufficient for such full payment

is not so set apart upon the Series Preferred Stock and all other equity securities ranking on parity as to

dividends or upon liquidation with the Series Preferred Stock all dividends authorized and declared paid or set

apart for payment upon the Series Preferred Stock and all other equity securities ranking on parity as to

dividends or upon liquidation with the Series Preferred Stock shall be authorized and declared and paid pro rata

or authorized and declared and set apart for payment pro rata so that the amount of dividends authorized and

declared per share of Series Preferred Stock and each such other equity security shall in all cases bear to each

other the same ratio that accumulated dividends per share of Series Preferred Stoôk and other equity security

which shall not include any accumulation in respect of unpaid dividends for prior dividend periods if such equity

securities do not have cumulative dividend bear to each other No interest or sum of money in lieu of interest

shall be payable in respect of any accumulated and unpaid dividends on the Series Preferred Stock
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Except as provided in Article Section 5civ unless full cumulative dividends on the Series

Preferred Stock have been or contemporaneously are authorized by the Board and declared by the Company for all

past dividend periods and the then current dividend period no dividends other than in Common Stock or other

equity securities of the Company ranking junior to the Series Preferred Stock as to dividends or upon liquidation

shall be declared the Company or paid or set apart for payment nor shall any other distribution be declared or

made upon the Common Stock or any other equity securities of the Company ranking junior to or on parity with

the Series Preferred Stock as to dividends or upon liquidation nor shall any shares of Common Stock or any other

equity securities of the Company ranking junior to or on parity with the Series Preferred Stock as to dividends or

upon liquidation be redeemed purchased or otherwise acquired directly or indirectly for any consideration or any

monies be paid to or made available for sinking fund for the redemption of any such equity securities by the

Company except by conversion into or exchange for other equity securities of the Company ranking junior to the

Series Preferred Stock as to dividends or upon liquidation by redemption purchase or acquisition of equity

securities under incentive benefit or stock purchase plans of the Company for officers Directors or employees or

others performing or providing similar services or by other redemption purchase or acquisition of such equity

securities for the purpose of preserving the Companys status or qualification as REIT for U.S federal income tax

purposes

vi If for any taxable year the Company elects to designate as capital gain dividends as defmed in

Section 857 of the Code any portion the Capital Gains Amount of the dividends as determined for U.S
federal income tax purposes paid or made available for the year to holders of all classes of stock the Total

Dividends then the portion of the Capital Gains Amount that shall be allocable to the holders of Series

Preferred Stock shall be the amount that the total dividends as determined for U.S federal income tax purposes

paid or made available to the holders of Series Preferred Stock for the
year

bears to the Total Dividends The

Company may elect to retain and pay income tax on its net long-term capital gains In such case the holders of

Series Preferred Stock would include in income their appropriate share of the Companys undistributed long-term

capital gains as designated by the Company

vii Holders of Series Preferred Stock shall not be entitled to any dividends whether payable in

cash property or shares in excess of full cumulative dividends on the Series Preferred Stock as described above

Any dividend payment made on the Series Preferred Stock shall first be credited against the earliest accumulated

but unpaid dividend due with respect to such shares which remains payable

viii In determining whether distribution other than upon voluntaiy or involuntary liquidation by

dividend redemption or other acquisition of the Companys equity securities is permitted under Maryland law no

effect shall be given to amounts that would be needed if the Company were to be dissolved at the time of the

dividend to satisfy the preferential rights upon dissolution of stockholders whose preferential rights on dissolution

are superior to those receiving the dividend

ix Business Day shall mean any day other than Saturday or Sunday that is neither legal

holiday nor day on which banking institutions in New York New York are authorized or required by law

regulation or executive order to close

Liquidation Rights

In the event of any voluntary or involuntary liquidation dissolution or winding up of the Company

referred to herein sometimes as liquidation the holders of Series Preferred Stock then outstanding shall be

entitled to be paid or have the Company declare and set apart for payment out of the assets of the Company legally

available for distribution to stockholders after payment or provision for payment of all debts and other liabilities of

the Company liquidation preference in cash of twenty-five dollars $25.00 per share of Series Preferred Stock

plus an amount equal to all accumulated and unpaid dividends to but not including the date of payment the

Liquidation Preference before any distribution of assets upon voluntary or involuntary liquidation dissolution

or winding up of the Company is made to holders of Common Stock or any other equity securities of the Company
that rank junior to the Series Preferred Stock upon liquidation

ii If upon any such voluntary or involuntary liquidation dissolution or winding up of the Company
the assets of the Company are insufficient to pay the full amount of the Liquidation Preference to holders of

A-4



Series Preferred Stock and the corresponding amounts payable on all shares of other classes or series of equity

securities of the Company ranking on parity with the Series Preferred Stock upon liquidation then the holders of

Series Preferred Stock and all other such classes or series of equity securities shall share ratably in any such

distribution of assets in proportion to the full liquidating dividends to which they would otherwise be respectively

entitled

iii Written notice of the effective date of any such liquidation dissolution or winding up of the

Company stating the payment date or dates when and the place or places where the amounts distributable in such

circumstances shall be payable shall be given by first class mail postage pre-paid not less than 30 nor more than

60 days prior to the payment date stated therein to each record holder of Series Preferred Stock at the address of

such holder as the same shall appear on the stock transfer records of the Company

iv After payment of the full amount of the Liquidation Preference to which they are entitled the

holders of Series Preferred Stock will have no right or claim to any of the remaining assets of the Company

None of consolidation or merger of the Company with or into another entity merger of another

entity with or into the Company statutory share exchange by the Company or sale lease transfer or conveyance

of all or substantially all of the Companys assets or business shall be considered liquidation dissolution or

winding up of the Company

Optional Redemption

Except as described in Article Section 5f below and this Article Section 5e the shares of

Series Preferred Stock are not redeemable prior to October 2016 To ensure that the Company remains

qualified as REIT for U.S federal income tax purposes however the Series Preferred Stock shall be subject to

the provisions of Article Section 5j of these Articles pursuant to which shares of Series Preferred Stock

Series Beneficially Owned as defined in Article Section 5j of these Articles by Series Person within

the meaning of Article Section 5j of these Articles in excess of the Series Ownership Limit as defined in

Article Section 5j of these Articles shall be automatically transferred to Series Trust as defined in

Article Section 5j of these Articles for the benefit of Series Beneficiary as defined in Article

Section 5j of these Articles and the Company shall have the right to purchase such shares as provided in

Article Section 5j of these Articles On and after October 2016 the Company at its option upon giving

notice as provided below may redeem the shares of Series Preferred Stock in whole or from time to time in part

for cash at redemption price of twenty-five dollars $25.00 per share plus all accumulated and unpaid dividends

on such shares of Series Preferred Stock to but not including the date of such redemption the Optional

Redemption Right

ii If fewer than all of the outstanding shares of Series Preferred Stock are to be redeemed pursuant

to the Optional Redemption Right the shares to be redeemed may be selected pro rata as nearly as practicable

without creating fractional shares or by lot or in such other equitable method detennined by the Company If such

redemption is to be by lot and as result of such redemption any Series Person would become Series

Beneficial Owner of shares of Series Preferred Stock in excess of the Series Ownership Limit because such

shares of Series Preferred Stock were not redeemed or were only redeemed in part then except as otherwise

provided in these Articles the Company will redeem the requisite
number of such shares of Series Preferred Stock

such that no Series Person will Series Beneficially Own in excess of the Series Ownership Limit subsequent

to such redemption

iii Notwithstanding anything to the contrary contained herein unless full cumulative dividends on all

shares of Series Preferred Stock shall have been or contemporaneously are declared and paid or authorized and

declared and sum sufficient for the payment thereof set apart for payment for all past dividend periods and the then

current dividend period no shares of Series Preferred Stock shall be redeemed unless all outstanding shares of

Series Preferred Stock are simultaneously redeemed provided however that the foregoing shall not prevent the

redemption or purchase by the Company of shares of Series Preferred Stock pursuant to Article Section 5j of

these Articles or otherwise in order to ensure that the Company remains qualified as REIT for U.S federal income

tax purposes or the purchase or acquisition of shares of Series Preferred Stock pursuant to purchase or exchange

offer made on the same terms to holders of all shares of Series Preferred Stock In addition unless full
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cumulative dividends on all shares of Series Preferred Stock have been or contemporaneously are authorized and

declared and paid or authorized and declared and sum sufficient for the payment thereof set apart for payment for

all past dividend periods and the then current dividend period the Company shall not purchase or otherwise acquire

directly or indirectly for any consideration nor shall any monies be paid to or be made available for sinking fund

for the redemption of any shares of Series Preferred Stock except by conversion into or exchange for equity

securities of the Company ranking junior to the Series Preferred Stock as to dividends or upon liquidation

provided however that the foregoing shall not prevent any purchase or acquisition of shares of Series Preferred

Stock for the purpose of preserving the Companys status or qualification as REIT or pursuant to purchase or

exchange offer made on the same terms to holders of all outstanding shares of Series Preferred Stock

iv Immediately prior to or upon any redemption of shares of Series Preferred Stock the Company
shall pay in cash any accumulated and unpaid dividends to but not including the redemption date unless

redemption date falls after Dividend Record Date and prior to the corresponding Dividend Payment Date in which

case each holder of Series Preferred Stock at the close of business on such Dividend Record Date shall be entitled

to the dividend payable on such shares on the corresponding Dividend Payment Date including any accumulated

and unpaid dividends for prior periods notwithstanding the redemption of such shares before such Dividend

Payment Date Except as provided above the Company will make no payment or allowance for unpaid dividends

whether or not in arrears on Series Preferred Stock for which notice of redemption has been given

The following provisions set forth the procedures for redemption pursuant to the Optional

Redemption Right

Notice of redemption will be given by publication in newspaper of general circulation

in the City of New York such publication to be made once week for two successive weeks commencing
not less than 30 nor more than 60 days prior to the redemption date similarnotice will be mailed by the

Company postage prepaid no less than 30 nor more than 60 days prior to the redemption date addressed

to the respective holders of record of the shares of Series Preferred Stock to be redeemed at their

respective addresses as they appear on the stock transfer records of the Company No failure to give such

notice or any defect thereto or in the mailing thereof shall affect the validity of the proceedings for the

redemption of any shares of Series Preferred Stock except as to the holder to whom notice was defective

or not given

In addition to any information required by law or by the applicable rules of any exchange

upon which the Series Preferred Stock may be listed or admitted to trading such notice shall state

the redemption date the redemption price the number of shares of Series Preferred Stock to

be redeemed the place or places where the certificates to the extent the shares of Series Preferred

Stock are certificated for shares of Series Preferred Stock are to be surrendered if so required in the

notice for payment of the redemption price and that dividends on shares of Series Preferred Stock to

be redeemed will cease to accumulate on such redemption date If fewer than all of the shares of Series

Preferred Stock held by any holder are to be redeemed the notice mailed to such holder shall also specify

the number of shares of Series Preferred Stock held by such holder to be redeemed

If the Company shall so require and the notice shall so state on or after the redemption

date each holder of shares of Series Preferred Stock to be redeemed shall present and surrender the

certificates representing his or her shares of Series Preferred Stock to the extent such shares are

certificated to the Company at the place designated in the notice of redemption and thereupon the

redemption price of such shares including all accumulated and unpaid dividends to but not including the

redemption date shall be paid to or on the order of the person whose name appears on such certificate

representing the shares of Series Preferred Stock as the owner thereof and each surrendered certificate

shall be canceled If fewer than all of the shares represented by any such certificate representing shares of

Series Preferred Stock are to be redeemed new certificate shall be issued representing the unredeemed

shares In the event that the shares of Series Preferred Stock to be redeemed are uncertificated such

shares shall be redeemed in accordance with the notice and the applicable procedures of any depository and

no further action on the part of the holders of such shares shall be required
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From and after the redemption date unless the Company defaults in payment of the

redemption price all dividends on the shares of Series Preferred Stock designated for redemption in

such notice shall cease to accumulate and all rights of the holders thereof except the right to receive the

redemption price thereof including all accumulated and unpaid dividends to but not including the

redemption date shall cease and terminate and such shares shall not thereafter be transferred except with

the consent of the Company on the Companys stock transfer records and such shares shall not be deemed

to be outstanding for any purpose
whatsoever At its election the Company prior to redemption date

may irrevocably deposit the redemption price including accumulated and unpaid dividends to but not

including the redemption date of the shares of Series Preferred Stock so called for redemption in trust

for the holders thereof with bank or trust company in which case the redemption notice to holders of the

shares of Series Preferred Stock to be redeemed shall state the date of such deposit specify the

office of such bank or trust company as the place of payment of the redemption price and require such

holders to surrender the certificates representing such shares to the extent such shares are certificated at

such place on or about the date fixed in such redemption notice which may not be later than the

redemption date against payment of the redemption price including all accumulated and unpaid dividends

to but not including the redemption date Any monies so deposited which remain unclaimed by the

holders of Series Preferred Stock at the end of two years after the redemption date shall be returned by

such bank or trust company to the Company

vi Subject to applicable law and the limitation on purchases when dividends on the Series

Preferred Stock are in arrears the Company may at any time and from time to time purchase any shares of Series

Preferred Stock in the open market by tender or by private agreement

vii Any shares of Series Preferred Stock that shall at any time have been redeemed or otherwise

acquired shall after such redemption or acquisition have the status of authorized but unissued Preferred Stock

without designation as to series until such shares are once more classified and designated as part of particular

series by the Board

Special Optional Redemption by the Company

Upon the occurrence of Change of Control as defined below the Company will have the option

upon written notice mailed by the Company postage pre-paid no less than 30 nor more than 60 days prior to the

redemption date and addressed to the holders of record of the shares of Series Preferred Stock to be redeemed at

their respective addresses as they appear on the stock transfer records of the Company to redeem the shares of

Series Preferred Stock for cash in whole or in part within 120 days after the first date on which such Change of

Control occurred at twenty-five dollars $25.00 per share plus accumulated and unpaid dividends if any to but

not including the redemption date Special Optional Redemption Right No failure to give such notice or any

defect thereto or in the mailing thereof shall affect the validity of the proceedings for the redemption of any shares

of Series Preferred Stock except as to the holder to whom notice was defective or not given If prior to the

Change of Control Conversion Date as defined below the Company has provided or provides notice of redemption

with respect to the Series Preferred Stock whether pursuant to the Optional Redemption Right or the Special

Optional Redemption Right the holders of Series Preferred Stock will not have the conversion right described

below in Article Section 5i

Change of Control is when after the first date of issuance of any shares of Series

Preferred Stock the following have occurred and are continuing

the acquisition by any person including any syndicate or group deemed to be person
under Section 3d3 of the Securities Exchange Act of 1934 as amended the Exchange Act of

beneficial ownership directly or indirectly through purchase merger or other acquisition transaction or

series of purchases mergers or other acquisition transactions of shares of the Company entitling that person

to exercise more than 50% of the total voting power of all shares of the Company entitled to vote generally

in elections of Directors except that such person will be deemed to have beneficial ownership of all

securities that such person has the right to acquire whether such right is currently exercisable or is

exercisable only upon the occurrence of subsequent condition and

A-7



following the closing of any transaction referred to in above neither the Company

nor the acquiring or surviving entity has class of common securities or their equivalent including

American Depositary Receipts representing such securities listed on the NYSE the NYSE Amex Equities

the NYSE Amex or the NASDAQ Stock Market NASDAQ or listed or quoted on an exchange or

quotation system that is successor to the NYSE the NYSE Amex or NASDAQ

ii In addition to any information required by law or by the applicable rules of any exchange upon

which the Series Preferred Stock may be listed or admitted to trading such notice shall state the redemption

date the redemption price the number of shares of Series Preferred Stock to be redeemed the place

or places where the certificates for the shares of Series Preferred Stock to the extent shares of Series Preferred

Stock are certificated are to be surrendered if so required in the notice for payment of the redemption price

that the shares of Series Preferred Stock are being redeemed pursuant to the Special Optional Redemption

Right in connection with the occurrence of Change of Control and brief description of the transaction or

transactions constituting such Change of Control that holders of the shares of Series Preferred Stock to which

the notice relates will not be able to tender such shares of Series Preferred Stock for conversion in connection

with the Change of Control and each share of Series Preferred Stock tendered for conversion that is selected prior

to the Change of Control Conversion Date for redemption will be redeemed on the related redemption date instead

of converted on the Change of Control Conversion Date and that dividends on the shares of Series Preferred

Stock to be redeemed will cease to accumulate on such redemption date If fewer than all of the shares of Series

Preferred Stock held by any holder are to be redeemed the notice mailed to such holder shall also specify the

number of shares of Series Preferred Stock held by such holder to be redeemed

If fewer than all of the outstanding shares of Series Preferred Stock are to be redeemed pursuant to the

Special Optional Redemption Right the shares to be redeemed shall be selected pro rata as nearly as practicable

without creating fractional shares or by lot or in such other equitable method prescribed by the Company If such

redemption is to be by lot and as result of such redemption any Series Person would become Series

Beneficial Owner of shares of Series Preferred Stock in excess of the Series Ownership Limit because such

shares of Series Preferred Stock were not redeemed or were only redeemed in part then except as otherwise

provided in these Articles the Company shall redeem the requisite number of such shares of Series Preferred

Stock such that no Series Person will Series Beneficially Own in excess of the Series Ownership Limit

subsequent to such redemption

iii Notwithstanding anything to the contrary contained herein unless full cumulative dividends on all

shares of Series Preferred Stock shall have been or contemporaneously are authorized and declared and paid or

authorized and declared and sum sufficient for the payment thereof set apart for payment for all past dividend

periods and the then current dividend period no shares of Series Preferred Stock shall be redeemed unless all

outstanding shares of Series Preferred Stock are simultaneously redeemed provided however that the foregoing

shall not prevent the purchase by the Company of shares of Series Preferred Stock pursuant to Article

Section 5j of these Articles or otherwise in order to ensure that the Company remains qualified as REIT for U.S

federal income tax purposes or the purchase or acquisition of shares of Series Preferred Stock pursuant to

purchase or exchange offer made on the same terms to holders of all shares of Series Preferred Stock In addition

unless full cumulative dividends on all shares of Series Preferred Stock have been or contemporaneously are

authorized and declared and paid or authorized and declared and sum sufficient for the payment thereof set apart

for payment for all past dividend periods and the then current dividend period the Company shall not purchase or

otherwise acquire directly or indirectly for any consideration nor shall any monies be paid to or be made available

for sinking fund for the redemption of any shares of Series Preferred Stock except by conversion into or

exchange for equity securities of the Company ranking junior to the Series Preferred Stock as to dividends or

upon liquidation provided however that the foregoing shall not prevent any purchase or acquisition of shares of

Series Preferred Stock for the purpose
of preserving the Companys status or qualification as REIT for U.S

federal income tax purposes or pursuant to purchase or exchange offer made on the same terms to holders of all

outstanding shares of Series Preferred Stock

iv Immediately prior to any redemption of shares of Series Preferred Stock pursuant to the Special

Optional Redemption Right the Company shall pay in cash any accumulated and unpaid dividends to but not

including the redemption date unless redemption date falls after Dividend Record Date and prior to the

corresponding Dividend Payment Date in which case each holder of shares of Series Preferred Stock at the close
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of business on such Dividend Record Date shall be entitled to the dividend payable on such shares on the

corresponding Dividend Payment Date including any accumulated and unpaid dividends for prior periods

notwithstanding the redemption of such shares before such Dividend Payment Date Except as provided above the

Company will make no payment or allowance for unpaid dividends whether or not in arrears on shares of Series

Preferred Stock for which notice of redemption has been given

If the Company shall so require and the notice shall so state on or after the redemption date each

holder of shares of Series Preferred Stock to be redeemed shall present and surrender the certificates representing

his or her shares of Series Preferred Stock to the extent such shares are certificated to the Company at the place

designated in the notice of redemption and thereupon the redemption price of such shares including all accumulated

and unpaid dividends to but not including the redemption date shall be paid to or on the order of the person
whose

name appears on such certificate representing shares of Series Preferred Stock as the owner thereof and each

surrendered certificate shall be canceled If fewer than all the shares represented by any such certificate representing

shares of Series Preferred Stock are to be redeemed new certificate shall be issued representing the unredeemed

shares In the event that the shares of Series Preferred Stock to be redeemed are uncertificated such shares shall

be redeemed in accordance with the notice and the applicable procedures of any depository and no further action on

the part of the holders of such shares shall be required

vi From and after the redemption date unless the Company defaults in payment of the redemption

price all dividends on the shares of Series Preferred Stock designated for redemption in such notice shall cease

to accumulate and all rights of the holders thereof except the right to receive the redemption price thereof including

all accumulated and unpaid dividends to but not including the redemption date shall cease and terminate and such

shares shall not thereafter be transferred except with the consent of the Company on the Companys stock transfer

records and such shares shall not be deemed to be outstanding for any purpose whatsoever At its election the

Company prior to redemption date may irrevocably deposit the redemption price including accumulated and

unpaid dividends to but not including the redemption date of the shares of Series Preferred Stock so called for

redemption in trust for the holders thereof with bank or trust company in which case the redemption notice to

holders of the shares of Series Preferred Stock to be redeemed shall state the date of such deposit specify

the office of such bank or trust company as the place of payment of the redemption price and require such

holders to surrender the certificates representing such shares to the extent such shares are certificated at such place

on or about the date fixed in such redemption notice which may not be later than the redemption date against

payment of the redemption price including all accumulated and unpaid dividends to but not including the

redemption date Any monies so deposited which remain unclaimed by the holders of Series Preferred Stock at

the end of two years after the redemption date shall be returned by such bank or trust company to the Company

vii Any shares of Series Preferred Stock that shall at any time have been redeemed shall after such

redemption have the status of authorized but unissued Preferred Stock without designation as to series until such

shares are once more classified and designated as part
of particular series by the Board

Voting Rights

Holders of Series Preferred Stock shall not have any voting rights except as set forth below

Except as set forth in the following sentence in any matter in which the holders of Series Preferred Stock are

entitled to vote each such holder shall have the right to one vote for each share of Series Preferred Stock held by

such holder If the holders of Series Preferred Stock and the holders of another series of equity securities that

with respect to payment of dividends or the distribution of assets upon voluntary or involuntary liquidation

dissolution or winding up of the Company rank pan passu with the Series Preferred Stock Parity Preferred

Stock and upon which similar voting rights have been conferred and are exercisable are entitled to vote together

as single class on any matter the holders of Series Preferred Stock and the holders of such Parity Preferred

Stock shall each have one vote for each $25.00 of liquidation preference

ii Whenever dividends on any shares of Series Preferred Stock shall be in arrears for eighteen or

more monthly periods whether or not consecutive Preferred Dividend Default the number of Directors then

constituting the Board shall be increased by two and the holders of Series Preferred Stock voting as single class

with all other Parity Preferred Stock upon which similarvoting rights have been conferred and are exercisable shall

be entitled to vote for the election of total of two additional Directors each Preferred Stock Director at
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special meeting called by the holders of at least 33% of the outstanding shares of Series Preferred Stock or the

holders of at least 33% of any other series of Parity Preferred Stock so in arrears if such request is received 90 or

more days before the date fixed for the next annual or special meeting of stockholders or at the next annual or

special meeting of stockholders and at each subsequent annual or special meeting of stockholders until all dividends

accumulated on the Series Preferred Stock for the past dividend periods and the then-current dividend period shall

have been fully paid or authorized and sum sufficient for the payment thereof set apart for payment in full

iii If and when all accumulated dividends and the dividend for the then current dividend period on the

Series Preferred Stock shall have been paid in full or authorized and set aside for payment in full the holders of

Series Preferred Stock shall be divested of the voting rights set forth in Article Section 5gii subject to

revesting in the event of each and every Preferred Dividend Default and if all accumulated dividends and the

dividend for the then current dividend period have been paid in full or authorized by the Board and set aside for

payment in full on all other series of Parity Preferred Stock upon which similar voting rights have been conferred

and are exercisable the term of office of each Preferred Stock Director so elected shall terminate and the number of

Directors shall be reduced accordingly Any Preferred Stock Director may be removed at any time with or without

cause by the vote of and shall not be removed otherwise than by the vote of the holders of majority of the

outstanding shares of Series Preferred Stock when they have the voting rights set forth in Article

Section 5gii and all other series of Parity Preferred Stock voting as single class So long as Preferred

Dividend Default shall continue any vacancy in the office of Preferred Stock Director may be filled by written

consent of the Preferred Stock Director remaining in office or if none remains in office by vote of the holders of

majority of the outstanding shares of Series Preferred Stock when they have the voting rights set forth in

Article Section 5gii and all other series of Parity Preferred Stock voting as single class Each Preferred

Stock Director shall be entitled to one vote on any matter on which the Board shall vote

iv So long as any shares of Series Preferred Stock remain outstanding the Company shall not

without the affirmative vote of the holders of at least two-thirds of the shares of Series Preferred Stock

outstanding at the time given in person or by proxy either in writing or at meeting such series voting separately

as class authorize or create or increase the number of authorized or issued shares of any class or series of

equity securities ranking senior to the Series Preferred Stock with respect to payment of dividends or the

distribution of assets upon voluntary or involuntary liquidation dissolution or winding up of the Company or

reclassif any authorized equity securities of th Company into any such equity securities or create authorize or

issue any obligation or security convertible into or evidencing the right to purchase any such equity securities or

amend alter or repeal the provisions of these Articles whether by merger or consolidation in either case an

Event or otherwise so as to materially and adversely affect any right preference privilege or voting power of

the Series Preferred Stock provided however that with respect to the occurrence of any Event set forth in

above so long as shares of Series Preferred Stock remain outstanding with the terms thereof materially

unchanged or the holders of shares of Series Preferred Stock receive shares of stock or beneficial interest or other

equity securities with rights preferences privileges and voting powers substantially similar taken as whole to the

rights preferences privileges and voting powers of the Series Preferred Stock the occurrence of any such Event

shall not be deemed to materially and adversely affect such rights preferences privileges or voting powers of the

Series Preferred Stock and provided further that any increase in the number of authorized shares of Series

Preferred Stock or the creation or issuance or increase in the number of authorized shares of any other class or

series of equity securities ranking on parity with or junior to the Series Preferred Stock with respect to payment

of dividends and the distribution of assets upon voluntary or involuntary liquidation dissolution or winding up of

the Company shall not be deemed to materially and adversely affect such rights preferences privileges or voting

powers

The foregoing voting provisions shall not apply if at or prior to the time when the act with
respect

to which such vote would otherwise be required shall be effected all outstanding shares of Series Preferred Stock

shall have been redeemed or called for redemption upon proper notice and sufficient funds shall have been deposited

in trust to effect such redemption

Information Rights During any period in which the Company is not subject to the reporting requirements

of Section 13 or 15d of the Exchange Act and any shares of Series Preferred Stock are outstanding the Company shall

transmit by mail or other permissible means under the Exchange Act to all holders of Series Preferred Stock as their

names and addresses appear in the Companys record books and without cost to such holders copies of the annual reports on
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Form 10-K and quarterly reports on Form 10-Q that the Company would have been required to file with the Securities and

Exchange Commission the SEC pursuant to Section 13 or Section 15d of the Exchange Act if the Company were

subject thereto other than any exhibits that would have been required and ii within 15 days following written request

supply copies of such reports to any prospective holder of Series Preferred Stock The Company will mail or otherwise

provide the reports to the holders of Series Preferred Stock within 15 days after the respective dates by which the

Company would have been required to file such reports with the SEC if it were subject to Section 13 or 15d of the

Exchange Act

Conversion The shares of Series Preferred Stock are not convertible into or exchangeable for any other

property or securities of the Company except as provided in this Article Section 5i

Upon the occurrence of Change of Control each holder of Series Preferred Stock shall have

the right unless prior to the Change of Control Conversion Date the Company has provided or provides notice of

its election to redeem the shares of Series Preferred Stock pursuant to the Optional Redemption Right or Special

Optional Redemption Right to convert some or all of the shares of Series Preferred Stock held by such holder the

Change of Control Conversion Right on the Change of Control Conversion Date into number shares of

Common Stock per share of Series Preferred Stock to be converted the Common Stock Conversion

Consideration equal to the lesser of the quotient obtained by dividing the sum of the $25.00 per
share

liquidation preference plus the amount of any accumulated and unpaid dividends to but not including the

Change of Control Conversion Date unless the Change of Control Conversion Date is after Dividend Record Date

and prior to the corresponding Dividend Payment Date in which case no additional amount for such accumulated

and unpaid dividends will be included in such sum by ii the Common Stock Price as defined below and

11.4943 the Share Cap subject to the immediately succeeding paragraph

The Share Cap is subject to pro rata adjustments for any stock splits including those effected pursuant to

dividend payable in shares of Common Stock subdivisions or combinations in each case Stock Split with

respect to shares of Common Stock as follows the adjusted Share Cap as the result of Stock Split shall be the

number of shares of Common Stock that is equivalent to the product obtained by multiplying the Share Cap in

effect immediately prior to such Stock Split by fraction the numerator of which is the number of shares of

Common Stock outstanding after giving effect to such Stock Split and the denominator of which is the number of

shares of Common Stock outstanding immediately prior to such Stock Split

For the avoidance of doubt subject to the immediately succeeding sentence the aggregate number of

shares of Common Stock or equivalent Alternative Conversion Consideration as defined below as applicable

issuable in connection with the exercise of the Change of Control Conversion Right shall not exceed 68965800

shares of Common Stock or equivalent Alternative Conversion Consideration as applicable the Exchange

Cap The Exchange Cap is subject to pro
rata adjustments for any Stock Splits on the same basis as the

corresponding adjustment to the Share Cap

In the case of Change of Control pursuant to which shares of Common Stock shall be converted into cash

securities or other property or assets including any combination thereof the Alternative Form Consideration

holder of Series Preferred Stock shall receive upon conversion of such holders shares of Series Preferred

Stock the kind and amount of Alternative Form Consideration which such holder of Series Preferred Stock would

have owned or been entitled to receive upon the Change of Control had such holder of Series Preferred Stock held

number of shares of Common Stock equal to the Common Stock Conversion Consideration immediately prior to

the effective time of the Change of Control the Alternative Conversion Consideration and the Common Stock

Conversion Consideration or the Alternative Conversion Consideration as may be applicable to Change of

Control shall be referred to herein as the Conversion Consideration

In the event that holders of Common Stock have the opportunity to elect the form of consideration to be

received in the Change of Control the consideration that the holders of Series Preferred Stock shall receive shall

be the form of consideration elected by the holders of Common Stock who participate in the determination based on

the weighted average
of elections and shall be subject to any limitations to which all holders of Common Stock are

subject including without limitation pro rata reductions applicable to any portion of the consideration payable in

the Change of Control
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The Change of Control Conversion Date shall be Business Day set forth in the notice of Change of

Control provided in accordance with Article Section 5iiii below that is no less than 20 days nor more than

35 days after the date on which the Company provides such notice pursuant to Article Section 5iiii

The Common Stock Price shall be the amount of cash consideration per share of Common Stock if

the consideration to be received in the Change of Control by holders of Common Stock is solely cash and the

average of the closing prices per share of Common Stock on the NYSE for the ten consecutive trading days

immediately preceding but not including the effective date of the Change of Control if the consideration to be

received in the Change of Control by holders of Common Stock is other than solely cash

ii No fractional shares of Common Stock shall be issued upon the conversion of shares of Series

Preferred Stock In lieu of fractional shares holders shall be entitled to receive the cash value of such fractional

shares based on the Common Stock Price

iii Within 15 days following the occurrence of Change of Control unless the Company has

provided notice of its intention to redeem all of the shares of Series Preferred Stock notice of occurrence of the

Change of Control describing the resulting Change of Control Conversion Right shall be delivered to the holders of

record of the Series Preferred Stock at their addresses as they appear on the Companys stock transfer records and

notice shall be provided to the Companys transfer agent No failure to give such notice or any defect thereto or in

the mailing thereof shall affect the validity of the proceedings for the conversion of any shares of Series Preferred

Stock except as to the holder to whom notice was defective or not given Each notice shall state the events

constituting the Change of Control the date of the Change of Control the last date on which the holders of

Series Preferred Stock may exercise their Change of Control Conversion Right the method and period for

calculating the Common Stock Price the Change of Control Conversion Date which shall be Business Day

occurring within 20 to 35 days following the date of such notice that if prior to the Change of Control

Conversion Date the Corporation has provided or provides notice of its election to redeem all or any portion of the

shares of Series Preferred Stock the holder will not be able to convert such holders shares of Series Preferred

Stock and such shares of Series Preferred Stock shall be redeemed on the related redemption date even if they

have already been tendered for conversion pursuant to the Change of Control Conversion Right if applicable

the type and amount of Alternative Conversion Consideration entitled to be received per share of Series Preferred

Stock the name and address of the paying agent and the conversion agent and the procedures that the

holders of Series Preferred Stock must follow to exercise the Change of Control Conversion Right

iv The Company shall issue press release for publication on the Dow Jones Company Inc

Business Wire PR Newswire or Bloomberg Business News or if such organizations are not in existence at the time

of issuance of such press release such other news or press organization as is reasonably calculated to broadly

disseminate the relevant information to the public or post notice on the Companys website in any event prior to

the opening of business on the first Business Day following any date on which the Company provides notice

pursuant to Article Section 5iiii above to the holders of Series Preferred Stock

In order to exercise the Change of Control Conversion Right holder of Series Preferred Stock

shall be required to deliver on or before the close of business on the Change of Control Conversion Date the

certificates representing the shares of Series Preferred Stock to the extent such shares are certificated to be

converted duly endorsed for transfer together with written conversion notice completed to the Companys

transfer agent Such notice shall state the relevant Change of Control Conversion Date the number of

shares of Series Preferred Stock to be converted and that the shares of Series Preferred Stock are to be

converted pursuant to the applicable terms of the Series Preferred Stock Notwithstanding the foregoing if the

shares of Series Preferred Stock are held in global form such notice shall comply with applicable procedures of

The Depository Trust Company DTC
vi Holders of Series Preferred Stock may withdraw any notice of exercise of Change of Control

Conversion Right in whole or in part by written notice of withdrawal delivered to the Companys transfer agent

prior to the close of business on the Business Day prior to the Change of Control Conversion Date The notice of

withdrawal must state the number of withdrawn shares of Series Preferred Stock if certificated shares of

Series Preferred Stock have been issued the certificate numbers of the withdrawn shares of Series Preferred

Stock and the number of shares of Series Preferred Stock if any which remain subject to the conversion
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notice Notwithstanding the foregoing if the shares of Series Preferred Stock are held in global form the notice

of withdrawal shall comply with applicable procedures of DTC

vii Shares of Series Preferred Stock as to which the Change of Control Conversion Right has been

properly exercised and for which the conversion notice has not been properly withdrawn shall be converted into the

applicable Conversion Consideration in accordance with the Change of Control Conversion Right on the Change of

Control Conversion Date unless prior to the Change of Control Conversion Date the Company has provided or

provides notice of its election to redeem such shares of Series Preferred Stock whether pursuant to its Optional

Redemption Right or Special Optional Redemption Right If the Company elects to redeem shares of Series

Preferred Stock that would otherwise be converted into the applicable Conversion Consideration on Change of

Control Conversion Date such shares of Series Preferred Stock shall not be so converted and the holders of such

shares shall be entitled to receive on the applicable redemption date $25.00 per share plus any accumulated and

unpaid dividends thereon to but not including the redemption date

viii The Company shall deliver the applicable Conversion Consideration no later than the third

Business Day following the Change of Control Conversion Date

ix Notwithstanding anything to the contrary contained herein no holder of shares of Series

Preferred Stock will be entitled to convert such shares of Series Preferred Stock into shares of Common Stock to

the extent that receipt of such shares of Common Stock would cause any Person to Beneficially Own as defmed in

Article VII hereof shares of Common Stock in excess of the Ownership Limit as defmed in Article VII hereof

Restriction on Transfer Acquisition and Redemption of Shares The Series Preferred Stock is

subject to the provisions of this Section 5j of Article

Defmitions For the purposes
of this Article Section 5j the following terms shall have the

following meanings

EXISTING HOLDER shall mean any Series Person who is or would be upon the exchange of

any security of the Company the Series Beneficial Owner of Equity Stock in excess of the Series Ownership

Limit both upon and immediately after the closing of the Initial Public Offering so long as but only so long as such

Series Person Series Beneficially Owns or would Series Beneficially Own upon the exchange of any

security of the Company Equity Stock in excess of the Series Ownership Limit and ii any Series Person to

whom an Existing Holder Series Transfers subject to the limitations provided in this Article

Section 5j Series Beneficial Ownership of Equity Stock causing such transferee to Series Beneficially Own

Equity Stock in excess of the Series Ownership Limit

EXISTING HOLDER LIMIT for any Existing Holder who is an Existing Holder by virtue of clause

of the definition thereof shall mean initially the percentage
of the outstanding Equity Stock Series

Beneficially Owned or which would be Series Beneficially Owned upon the exchange of any security of the

Company by such Existing Holder upon and immediately after the date of the closing of the Initial Public Offering

and after any adjustment pursuant to Section 5jix of this Article shall mean such percentage
of the

outstanding Equity Stock as so adjusted and ii for any Existing Holder who becomes an Existing Holder by virtue

of clause ii of the definition thereof shall mean initially the percentage of the outstanding Equity Stock Series

Beneficially Owned by such Existing Holder at the time that such Existing Holder becomes an Existing Holder but

in no event shall such percentage
be greater than the Existing Holder Limit for the Existing Holder who Series

Transfers Series Beneficial Ownership of the Equity Stock or in the case of more than one transferor in no event

shall such percentage be greater than the smallest Existing Holder Limit of any transferring Existing Holder and

after any adjustment pursuant to Section 5jix of this Article shall mean such percentage of the outstanding

Equity Stock as so adjusted From the date of the Initial Public Offering and until the Series Restriction

Termination Date the Secretary of the Company shall maintain and upon request make available to each Existing

Holder schedule which sets forth the then-current Existing Holder Limits for each Existing Holder

INITIAL PUBLIC OFFERING means the sale of shares of Common Stock in public offering

pursuant to the Companys first effective registration statement for such Common Stock filed under the Securities

Act of 1933 as amended
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SERIES BENEFICIAL OWNERSHIP shall mean ownership of Equity Stock by Series Person

who would be treated as an owner of such Equity Stock under Section 542a2 of the Code either directly or

constructively through the application of Section 544 of the Code as modified by Section 856h1B of the Code
The terms Series Beneficial Owner Series Beneficially Owns Series Beneficially Own and Series

Beneficially Owned shall have the correlative meanings

SERIES BENEFICIARY shall mean the beneflciaiy of the Series Trust as determined pursuant to

Section 5jxv of this Article

SERIES OWNERSHIP LIMIT shall initially mean 9.8% in number of shares or value of the

outstanding Equity Stock of the Company and after any adjustment as set forth in Section 5jx of this Article

shall mean such greater percentage of the outstanding Equity Stock as so adjusted The number and value of shares

of the outstanding Equity Stock of the Company shall be determined by the Board of Directors in good faith which

determination shall be conclusive for all purposes hereof

SERIES PERSON shall mean an individual corporation partnership limited liability company
estate trust including trust qualified under Section 401a or 501 c1 of the Code portion of trust

permanently set aside for or to be used exclusively for the purposes described in Section 642c of the Code
association private foundation within the meaning of Section 509a of the Code joint stock company or other

entity but does not include an underwriter which participated in public offering of the Equity Stock for period of

90 days following the purchase by such underwriter of the Equity Stock

SERIES PURPORTED BENEFICIAL TRANSFEREE shall mean with respect to any purported

Series Transfer which results in Series Excess Stock as defined in Section 5jiii of this Article the

purported beneficial transferee for whom the Series Purported Record Transferee would have acquired shares of

Equity Stock if such Series Transfer had been valid under Section 5jii of this Article

SERIES PURPORTED RECORD TRANSFEREE shall mean with respect to any purported

Series Transfer which results in Series Excess Stock as defined below in Section 5jiii of this Article the

purported record transferee of the Equity Stock who would have acquired such record ownership of shares of Equity

Stock if such Series Transfer had been valid under Section 5jii of this Article

SERIES RESTRICTION TERMINATION DATE shall mean the first day after the date of the

Initial Public Offering on which the Board of Directors of the Company determines that it is no longer in the best

interests of the Company to attempt to or continue to qualify as REIT

SERIES TRANSFER shall mean any sale issuance transfer gift assignment devise or other

disposition of Equity Stock including the granting of any option or entering into any agreement for the sale

transfer or other disposition of Equity Stock iithe sale transfer assignment of other disposition of any securities

or rights convertible into or exchangeable for Equity Stock but excluding the exchange of any security of the

Company for Equity Stock iiiany transfer or other disposition of any interest in Equity Stock as result of

change in the marital status of the holder thereof whether voluntary or involuntary whether of record or

beneficially including but not limited to transfers of interests in other entities which result in changes in beneficial

ownership of Equity Stock and whether by operation of law or otherwise and iv the issuance by the Company of

Equity Stock The terms Series Transfers and Series Transferred shall have the correlative meanings

SERIES TRUST shall mean the trust created pursuant to Section 5jXxv of this Article

SERIES TRUSTEE shall mean the Company as trustee for the Series Trust and any successor

trustee appointed by the Company

ii Ownership Limitation

Subject to Section 5jxx of this Article except as provided in Section 5jx of this

Article from the date of the Initial Public Offering and prior to the Series Restriction Termination
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Date no Series Person other than an Existing Holder shall Series Beneficially Own shares of Equity

Stock in excess of the Series Ownership Limit and no Existing Holder shall Series Beneficially Own

shares of Equity Stock in excess of the Existing Holder Limit for such Existing Holder

Subject to Section 5jxx of this Article except as provided in Sections 5jix and

5jxii of this Article from the date of the Initial Public Offering and prior to the Series Restriction

Termination Date any Series Transfer that if effective would result in any Series Person other than

an Existing Holder Series Beneficially Owning Equity Stock in excess of the Series Ownership Limit

shall be void ab initio as to the Series Transfer of such shares of Equity Stock which would be otherwise

Series Beneficially Owned by such Series Person in excess of the Series Ownership Limit and the

intended transferee shall acquire no rights in such shares of Equity Stock

Subject to Section 5jxx of this Article except as provided in Sections 5jix and

5jxii of this Article from the date of the Initial Public Offering and prior to the Series Restriction

Termination Date any Series Transfer that if effective would result in any Existing Holder Series

Beneficially Owning Equity Stock in excess of the applicable Existing Holder Limit shall be void ab initio

as to the Series Transfer of such shares of Equity Stock which would be otherwise Series Beneficially

Owned by such Existing Holder in excess of the applicable Existing Holder Limit and such Existing

Holder shall acquire no rights in such shares of Equity Stock

Subject to Section 5jxx of this Article except as provided in Sections 5jix and

5jxii of this Article from the date of the Initial Public Offering and prior to the Series Restriction

Termination Date any Series Transfer that if effective would result in the Equity Stock being

beneficially owned as provided in Section 856a of the Code by less than 100 Series Persons

determined without reference to any rules of attribution shall be void ab initio as to the Series Transfer

of such shares of Equity Stock which would be otherwise beneficially owned as provided in

Section 85 6a of the Code by the transferee and the intended transferee shall acquire no rights in such

shares of Equity Stock

Subject to Section 5jxx of this Article except as provided in Sections 5jix and

5jxii of this Article any Series Transfer that if effective would result in the Company being

closely held within the meaning of Section 56h of the Code or would otherwise result in the Company

failing to qualify as REIT including but not limited to Series Transfer or other event that would

result in the Company owning an interest in tenant that is described in Section 856d2B of the Code if

the income derived by the Company from such tenant would cause the Company to fail to satisfy any of the

gross income requirements of Section 856c of the Code shall be void ab initio as to the Series

Transfer of the shares of Equity Stock which would cause the Company to be closely held within the

meaning of Section 856h of the Code or ii otherwise to fail to qualify as REIT as the case may be

and the intended transferee shall acquire no rights in such shares of Equity Stock

iii Series Excess Stock

If notwithstanding the other provisions contained in this Section 5j of Article at any

time after the date of the Initial Public Offering and prior to the Series Restriction Termination Date

there is purported Series Transfer or other change in the capital structure of the Company such that any

Series Person would Series Beneficially Own Equity Stock in excess of the applicable Series

Ownership Limit or Existing Holder Limit then except as otherwise provided in Sections 5jix and

5jxii of this Article such shares of Equity Stock in excess of such Series Ownership Limit or

Existing Holder Limit rounded up to the nearest whole share shall constitute Series Excess Stock

and be treated as provided in this Section 5j of Article Such designation and treatment shall be

effective as of the close of business on the business day prior to the date of the purported Series Transfer

or change in capital structure

If notwithstanding the other provisions contained in this Section 5j of Article at any

time after the date of the Initial Public Offering and prior to the Series Restriction Termination Date

there is purported Series Transfer or other change in the capital structure of the Company which if

A- 15



effective would cause the Company to become closely held within the meaning of Section 856h of the

Code then the shares of Equity Stock being Series Transferred which would cause the Company to be

closely held within the meaning of Section 856h of the Code rounded up to the nearest whole share

shall constitute Series Excess Stock and be treated as provided in this Section 5j of Article Such

designation and treatment shall be effective as of the close of business on the business day prior to the date

of the purported Series Transfer or change in capital structure

iv Prevention of Series Transfer Subject to Section 5jxx of this Article if the Board of

Directors or its designee shall at any time determine in good faith that purported Series Transfer has taken place

in violation of Section 5jii of this Article or that Series Person intends to acquire Series Beneficial

Ownership determined without reference to any rules of attribution or Series Beneficial Ownership of any shares

of stock of the Company in violation of Section 5jii of this Article the Board of Directors or its designee shall

take such action as it deems advisable to enforce this Section 5j of Article by refusing to give effect to or to

prevent such proposed or purported Series Transfer including but not limited to refusing to give effect to any

purported Series Transfer on the books of the Company or instituting proceedings to enjoin any proposed Series

Transfer provided however that any purported Series Transfers in violation of Sections 5jiiB and

of this Article shall automatically result in the designation and treatment described in Section 5jiii of this

Article irrespective of any action or non-action by the Board of Directors

Notice to the Company Any Series Person who purports to acquire shares in violation of

Section 5jii of this Article or any Series Person who is Series Purported Beneficial Transferee or

Series Purported Record Transferee such that Series Excess Stock results under Section 5jiii of this

Article shall immediately give notice to the Company or in the event of proposed Series Transfer give at

least 15 days prior written notice to the Company of such proposed Series Transfer and in either event shall

provide to the Company such other information as the Company may request
in order to determine the effect if any

of such purported or proposed Series Transfer on the Companys status as REIT

vi Information for the Company From the date of the Initial Public Offering and prior to the

Series Restriction Termination Date

Every Series Beneficial Owner of more than 9.8% or such other percentage between

0.5% and 9.8% as provided in the income tax regulations promulgated under the Code of the number or

value of outstanding shares of Equity Stock of the Company shall within 30 days after January of each

year give written notice to the Company stating the name and address of such Series Beneficial Owner

the number of shares Series Beneficially Owned and description of how such shares are held Each

such Series Beneficial Owner shall provide to the Company such additional information as the Company

may reasonably request in order to determine the effect if any of such Series Beneficial Ownership on

the Companys status as REIT

Each Series Person who is Series Beneficial Owner of Equity Stock and each

Series Person including the stockholder of record who is holding Equity Stock for Series Beneficial

Owner shall provide to the Company such information that the Company may reasonably request in order

to determine the Companys status as REIT to comply with the requirements of any taxing authority or

governmental agency or to determine any such compliance

vii Other Action by the Board Nothing contained in this Section 5j of Article shall limit the

authority of the Board of Directors to take such other action as it deems necessary or advisable to protect the

Company and the interests of its stockholders by preservation of the Companys status as REIT

viii Ambiguities In the case of an ambiguity in the application of any of the provisions of this

Section 5j of Article including any definition contained in Section 5ji of this Article the Board of

Directors shall have the power to determine the application of the provisions of this Section 5j of Article with

respect to any situation based on the facts known to it

ix Modification of Existing Holder Limits The Existing Holder Limits may be modified as

follows
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Subject to the limitations provided in Section 5jXxi of this Article the Board of

Directors of the Company may grant stock options which result in Series Beneficial Ownership of Equity

Stock by an Existing Holder pursuant to stock option plan approved by the Board of Directors and/or the

stockholders of the Company Any such grant shall increase the Existing Holder Limit for the affected

Existing Holder to the maximum extent possible under Section 5jxi of this Article to permit the

Series Beneficial Ownership of the shares of Equity Stock issuable upon the exercise of such stock

option

Subject to the limitations provided in Section 5jxi of this Article an Existing

Holder may elect to participate in dividend reinvestment program approved by the Board of Directors of

the Company which results in Series Beneficial Ownership of Equity Stock by such participating

Existing Holder wherein those Existing Holders holding Equity Stock are entitled to purchase additional

Equity Stock Any such participation shall increase the Existing Holder Limit for the affected Existing

Holder to the maximum extent possible under Section 5jxi of this Article to permit Series

Beneficial Ownership of the shares of Equity Stock acquired as result of such participation

The Board of Directors will reduce the Existing Holder Limit for any Existing Holder

after any Series Transfer permitted in this Section 5j of Article by such Existing Holder by the

percentage of the outstanding Equity Stock so Series Transferred or after the lapse without exercise of

stock option described in Section 5jixA of this Article by the percentage of the Equity Stock that the

stock option if exercised would have represented but in either case no Existing Holder Limit shall be

reduced to percentage which is less than the Series Ownership Limit

Subject to the limitations provided in Section 5jxi of this Article the Board of

Directors may grant waiver of the Series Ownership Limit of Existing Holder Limit pursuant to

Section 5jxii of this Article Any such waiver shall increase or create the Existing Holder Limit for

such Series Person to the extent of the waiver of the proposed or purported Series Transfer

Increase in Series Ownership Limit Subject to the limitations provided in Section 5jxi of

this Article and Section 5jvi of Article the Board of Directors may from time to time increase or decrease

the Series Ownership Limit provided however that any decrease may only be made prospectively as to

subsequent holders other than decrease as result of retroactive change in existing law in which case such

decrease shall be effective immediately

xi Limitations on Changes in Existing Holder and Series Ownership Limits

Neither the Series Ownership Limit nor any Existing Holder Limit may be increased

nor may any additional Existing Holder be created if after giving effect to such increase or creation

five Series Beneficial Owners of Common Stock including all of the then Existing Holders could

Series Beneficially Own in the aggregate more than 50.0% in number or value of the outstanding shares

of Equity Stock

Prior to the modification of any Existing Holder Limit or Series Ownership Limit

pursuant to Section 5jix or 5jx of this Article the Board of Directors of the Company may require

such opinions of counsel affidavits undertakings or agreements as it may deem necessary or advisable in

order to determine or ensure the Companys status as REIT

No Existing Holder Limit shall be reduced to percentage which is less than the Series

Ownership Limit

xii Waivers by Board The Board of Directors upon receipt of ruling from the Internal Revenue

Service or an opinion of counsel or other evidence satisfactory to the Board of Directors and upon at least 15 days

written notice from transferee of purported Series Transfer or proposed Series Transfer which if

consummated would result in the intended transferee Series Beneficially Owning shares in excess of Series

Ownership Limit or Existing Holder Limit as the case may be and upon such other conditions as the Board of
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Directors may direct may waive the Series Ownership Limit or the Existing Holder Limit as the case may be

with respect to such transferee

xiii Legend Each certificate for shares Equity Stock shall bear substantially the following legend

The securities represented by this certificate are subject to restrictions on

transfer for the purpose of the Companys maintenance of its status as real

estate investment trust under the Internal Revenue Code of 1986 as amended

Except as otherwise provided pursuant to these Articles of the Company no

Series Person may Series Beneficially Own shares of Equity Stock in

excess of 9.8% or such greater percentage as may be determined by the Board

of Directors of the Company of the number or value of the outstanding Equity

Stock of the Company unless such Series Person is an Existing Holder Any
Person who purports or proposes to Series Beneficially Own shares of Equity

Stock in excess of 9.8% or such greater percentage as may be determined by

the Board of Directors of the Company of the number or value of the

outstanding Equity Stock of the Company unless such Series Person is an

Existing Holder is in violation of the restrictions on transfer and any securities

so transferred shall be designated as Series Excess Stock and held in trust by

the Company Any Series Person who purports or proposes to Series

Beneficially Own shares of Equity Stock in excess of the above limitations must

notif the Company in writing immediately in the case of purported Series

Transfer and at least 15 days prior to proposed Series Transfer All

capitalized terms in this legend have the meanings defined in the Articles of the

Company copy of which including the restrictions on transfer will be sent

without charge to each stockholder who so requests If the restrictions on

transfer are violated the securities represented hereby will be designated and

treated as shares of Series Excess Stock which will be held in trust by the

Company

xiv Severabifity If any provision of this Section 5j of Article or any application of any such

provision is determined to be void invalid or unenforceable by any court having jurisdiction over the issue the

validity and enforceability of the remaining provisions shall be affected only to the extent necessary to comply with

the determination of such court

xv Series Trust for Series Excess Stock Upon any purported Series Transfer that results in

Series Excess Stock pursuant to Section 5jiii of this Article such Series Excess Stock shall be deemed to

have been transferred to the Company as Series Trustee of Series Trust for the benefit of such Series

Beneficiary or Series Beneficiaries to whom an interest in such Series Excess Stock may later be transferred

pursuant to Section 5jxviii of this Article Shares of Series Excess Stock so held in trust shall be issued and

outstanding stock of the Company The Series Purported Record Transferee shall have no rights in such Series

Excess Stock except the right to designate Series Beneficiary of an interest in the Series Trust representing

the number of shares of Series Excess Stock held by the Series Trust attributable to purported Series

Transfer that resulted in the Series Excess Stock upon the terms specified in Section 5jxviii of this Article

The Series Purported Beneficial Transferee shall have no rights in Series Excess Stock except as provided in

Section 5jxviii of this Article

xvi No Distributions for Series Excess Stock The holder of any Series Excess Stock or any

beneficiary of the Series Trust established pursuant to Section 5jxv of this Article shall not be entitled to any

distributions whether as dividends or as distributions upon liquidation dissolution or winding up Any dividend or

distribution paid prior to the discovery by the Company that the shares of Equity Stock have been Series

Transferred so as to be deemed Series Excess Stock shall be repaid to the Company upon demand

xvii No Voting Rights for Series Excess Stock The Series Purported Record Transferee of

shares of Series Excess Stqck shall not be entitled to vote on any matter with respect to those shares of Series

Excess Stock
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xviii Non-Transferabifity of Series Excess Stock Series Excess Stock shall not be transferable

The Series Purported Record Transferee may freely designate Series Beneficiary of an interest in the Series

Trust representing the number of shares of Excess Stock held by the Series Trust attributable to purported

Series Transfer to purported Series Record Transferee that resulted in the Series Excess Stock if the

shares of Series Excess Stock held in the Series Trust would not be Series Excess Stock in the hands of such

Series Beneficiary and ii the Series Purported Beneficial Transferee does not receive price for designating

such Series Beneficiary that reflects price per share for such Series Excess Stock that exceeds the price per

share such Series Purported Beneficial Transferee paid for the Equity Stock in the purported Series Transfer

that resulted in the Series Excess Stock or if the Series Purported Beneficial Transferee did not give value

for such Series Excess Stock through gift devise or other transaction price per share equal to the Market

Price for the shares of the Series Excess Stock on the date of the purported Series Transfer that resulted in the

Series Excess Stock Upon such transfer of an interest in the Series Trust the corresponding shares of Series

Excess Stock in the Series Trust shall be automatically exchanged for an equal number of shares of Equity Stock

and such shares of Equity Stock shall be transferred of record to the transferee of the interest in the Series Trust if

such shares of Equity Stock would not be Series Excess Stock in the hands of such transferee Prior to any transfer

of any interest in the Series Trust the Series Purported Record Transferee must give advance notice to the

Company of the intended transfer and the Company must have waived in writing its purchase rights under

Section 5jxix of this Article

Notwithstanding the foregoing if Series Purported Beneficial Transferee receives price for

designating Series Beneficiary of an interest in the Series Trust that exceeds the amounts allowable under this

Section 5jxviii of this Article such Series Purported Beneficial Transferee shall pay or cause such Series

Beneficiary to immediately pay such excess to the Company If any of the foregoing restrictions on transfer of

Series Excess Stock are detennined to be void invalid or unenforceable by any court of competent jurisdiction

then the Series Purported Record Transferee may be deemed at the option of the Company to have acted as an

agent of the Company in acquiring Series Excess Stock and to hold Series Excess Stock on behalf of the

Company

xix Call by Company on Series Excess Stock Shares of Series Excess Stock shall be deemed to

have been offered for sale to the Company or its designee at price per share equal to the lesser of the price

per share in the transaction that created such Series Excess Stock or in the case of devise or gift the Market

Price at the time of such devise or gift and ii the Market Price of the Equity Stock to which such Series Excess

Stock relates on the date the Company or its designee accepts such offer The Company shall have the right to

accept such offer for period of 90 days after the later of the date of the Series Transfer which resulted in

such Series Excess Stock and ii the date the Board of Directors determines in good faith that Series

Transfer resulting in Series Excess Stock has occurred if the Company does not receive notice of such Series

Transfer pursuant to Section 5jv of this Article but in no event later than permitted Series Transfer

pursuant to and in compliance with the terms of Section 5jxviii of this Article

xx Settlement Nothing in this Section 5j of Article shall preclude the settlement of any

transaction entered into through the facilities of the NYSE or any other national securities exchange or automated

inter-dealer quotation system

Section Preemptive Rights Except as may be provided by the Board of Directors in setting the tenns of classified

or reclassified shares of stock pursuant to these Articles or as may otherwise be provided by contract approved by the Board of

Directors no holder of shares of stock of the Company shall have any preemptive right to purchase or subscribe for any additional

shares of the stock of the Company or any other security of the Company that the Company may issue or sell
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ARTICLE VI

BOARD OF DIRECTORS

Section Number and Classification The number of Directors of the Company shall be set by or determined in the

maimer provided in the Bylaws of the Company as amended the Bylaws but shall never be less than the minimum number

required by the MGCL There are currently Directors and the names of the Directors currently in office who shall serve until their

successors are duly elected and qualify are

El

Section Authorization by Board of Stock Issuance The Board of Directors of the Company may authorize the

issuance from time to time of shares of its stock of any class or series whether now or hereafter authorized or securities or rights

convertible into shares of its stock of any class or series whether now or hereafter authorized for such consideration as the Board of

Directors may deem advisable or without consideration in the case of stock split or stock dividend subject to such restrictions or

limitations if any as may be set forth in these Articles or the Bylaws or under Maryland Law

Section Indemnification

To the maximum extent permitted by Maryland law in effect from time to time the Company shall

indemnify and without requiring preliminary determination of the ultimate entitlement to indemnification shall pay or

reimburse reasonable expenses
in advance of final disposition of proceeding to any individual who is present or former

Director or officer of the Company and who is made or threatened to be made party to the proceeding by reason of his or

her service in that capacity or ii any individual who while Director or officer of the Company and at the request of the

Company serves or has served as Director officer partner trustee member or manager of another corporation real estate

investment trust limited liability company partnership joint venture trust employee benefit plan or other enterprise and

who is made or threatened to be made party to the proceeding by reason of his or her service in that capacity each an

Indemnified Party The rights to indemnification and advance of expenses provided by these Articles shall vest

immediately upon election of Director or officer The Company may with the approval of the Board of Directors provide

such indemnification and advance for expenses to an individual who served predecessor of the Company in any of the

capacities described in or above and to any employee or agent of the Company or predecessor of the Company The

indemnification and payment or reimbursement of expenses provided in these Articles shall not be deemed exclusive of or

limit in any way other rights to which any Indemnified Party may be or may become entitled under any bylaw resolution

insurance agreement or otherwise.

The Company shall have the power to purchase and maintain insurance on behalf of an Indemnified Party

against any liability asserted which was incurred in any such capacity with the Company or arising out of such status

Nothing contained herein shall constitute waiver by any Indemnified Party of any right which he she or it may have against

any party under federal or state securities laws

No amendment of these Articles or repeal of any of its provisions shall limit or eliminate the right of

indemnification provided hereunder with respect to acts or omissions occurring prior to such amendment or repeal

Section Reserved Powers of Board of Directors The enumeration and definition of particular powers of the

Board of Directors included in these Articles shall not be construed or deemed by inference or otherwise in any maimer to exclude or

limit the powers conferred upon the Board of Directors under the MGCL as now or hereafter in force

Section Determinations by Board of Directors The determination as to any of the following matters made in

good faith by or pursuant to the direction of the Board of Directors shall be final and conclusive and shall be binding upon the

Company and every holder of shares of its stock the amount of the net income of the Company for any period and the amount of

assets at any time legally available for the payment of dividends redemption of its stock or the payment of other distributions on its

stock ii the amount of paid-in surplus net assets other surplus annual or other cash flow funds from operations net profit net

assets in excess of capital undivided profits or excess of profits over losses on sales of assets iii the amount purpose time of

creation increase or decrease alteration or cancellation of any reserves or charges and the propriety thereof whether or not any

obligation or liability for which such reserves or charges shall have been created shall have been paid or discharged iv any

interpretation or resolution of any ambiguity with respect to any provision of these Articles including the terms preferences

conversion or other rights voting powers or rights restrictions limitations as to dividends or other distributions qualifications or
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terms or conditions of redemption of any class or series of Equity Stock or the Bylaws the fair value or any sale bid or asked

price to be applied in determining the fair value of any asset owned or held by the Company or of any Equity Stock vi the number

of shares of any class vii any matter relating to the acquisition holding and disposition of any assets by the Company viii any

matter relating to the qualification of the Company as REIT or election of different tax status for the Company ix any

interpretation of the terms and conditions of one or more agreements with any person corporation association company trust

partnership limited or general or other organization or any other matter relating to the business and affairs of the Company or

required or permitted by applicable law these Articles the Bylaws or otherwise to be determined by the Board of Directors pmvided

however that any determination by the Board of Directors as to any of the preceding matters shall not render invalid or improper any

action taken or omitted prior to such determination and no Director shall be liable for making or failing to make such determination

Section REIT Qualification The Board of Directors shall use its reasonable best efforts to cause the Company to

qualify for U.S federal income tax treatment in accordance with the provisions of the Code applicable to REIT In furtherance of the

foregoing the Board of Directors shall use its reasonable best efforts to take such actions as are necessary and may take such actions

as in its sole judgment and discretion are desirable to preserve the status of the Company as REIT provided however that if

majority of the Board of Directors determines that it is no longer in the best interest of the Company to continue to qualify as REIT
the Board of Directors may revoke or otherwise terminate the Companys REIT election pursuant to Section 856g of the Code The

Board of Directors also may determine that compliance with any restriction or limitation on stock ownership and transfers set forth in

Article VII is no longer required for REIT qualification

Section Authorization by Board of Stock Issuance The Board of Directors may authorize the issuance from time

to time of shares of stock of any class or series whether now or hereafter authorized or securities or rights convertible into shares of

stock of any class or series whether now or hereafter authorized for such consideration as the Board of Directors may deem advisable

or without consideration in the case of stock split or stock dividend subject to such restrictions or limitations if any as may be set

forth in these Articles or the Bylaws

ARTICLE VII

RESTRICTION ON TRANSFER AND OWNERSHIP OF SHARES

Section Definitions For the purpose of this Article VII only the following terms shall have the following

meanings

AGGREGATE STOCK OWNERSHIP LIMIT means 9.8% in value of the aggregate of the outstanding shares of

Equity Stock or such other percentage determined by the Board of Directors in accordance with Article VII Section 2f hereof

BENEFICIAL OWNERSHIP means ownership of shares of Equity Stock by Person whether the interest in the shares

of Equity Stock is held directly or indirectly including by nominee and shall include interests that would be treated as owned

through the application of Section 544 of the Code as modified by Section 856hlB of the Code provided however that in

determining the number of shares Beneficially Owned by Person no share shall be counted more than once Whenever Person

Beneficially Owns shares of Equity Stock that are not actually outstanding e.g shares issuable upon the exercise of an option or the

conversion of convertible security Option Shares then whenever this Article requires determination of the percentage of

outstanding shares of class of Equity Stock Beneficially Owned by such Person the Option Shares Beneficially Owned by such

Person shall also be deemed to be outstanding The terms Beneficial Owner Beneficially Owns and Beneficially Owned shall

have correlative meanings

BENEFICIARY means one or more beneficiaries of the Trust as determined pursuant to Article VII Section 3d hereof

provided that each organization must be described in Section 501 c3 of the Code and contributions to each organization must be

eligible for deduction under each of Sections 70b1 2055 and 2522 of the Code

BUSINESS DAY means any day other than Saturday or Sunday that is neither legal holiday nor day on which

banking institutions in the State of New York are authorized or required by law regulation or executive order to close

COMMON STOCK OWNERSHIP LIMIT means 9.8% in value or in number of shares whichever is more restrictive

of the aggregate of the outstanding shares of Common Stock or such other percentage determined by the Board of Directors in

accordance with Article VII Section 2f hereof
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CONSTRUCTIVE OWNERSHIP means ownership of shares of Equity Stock by Person whether the interest in the

shares of Equity Stock is held directly or indirectly including by nominee and shall include interests that would be treated as

owned through the application of Section 318a of the Code as modified by Section 856d5 of the Code The tenns Constructive

Owner Constructively Owns and Constructively Owned shall have correlative meanings

EXCEPTED HOLDER means holder of shares of Equity Stock for whom an Excepted Holder Limit is created by the

Board of Directors pursuant to Article VII Section 2f hereof

EXCEPTED HOLDER LIMIT means provided that the affected holder of Equity Stock agrees to comply with the

requirements established by the Board of Directors pursuant to Article VII Section 2f hereof the percentage limit established by the

Board of Directors pursuant to Article VII Section 2f hereof subject to adjustment pursuant to Article VII Section 2g hereof

NON-TRANSFER EVENT means any event or other changes in circumstances other than purported Transfer

including without limitation any change in the value of any shares of Equity Stock and any redemption of any shares of Equity Stock

OWNERSHIP LIMIT means the Aggregate Stock Ownership Limit and the Common Stock Ownership Limit subject to

adjustment pursuant to Article VII Section 2g hereof

PURPORTED BENEFICIAL TRANSFEREE shall mean with respect to any purported Transfer or Non-Transfer

Event that results in Excess Stock as defmed in Section 2aii of this Article VII the purported beneficial transferee determined

under the principles of Section 856a5 of the Code for whom the Purported Record Transferee would have acquired shares of

Equity Stock if such Transfer had been valid under Section 2ai of this Article VII

PURPORTED RECORD TRANSFEREE shall mean with respect to any purported Transfer or Non-Transfer Event that

results in Excess Stock as defined below in Section 2aii of this Article VII the purported record transferee of the Equity Stock who

would have acquired such record ownership of shares of Equity Stock if such Transfer had been valid under Section 2ai of this

Article VII

RESTRICTION TERMINATION DATE means the first day on which the Board of Directors determines pursuant to

Article VII Section 10 hereof that it is no longer in the best interests of the Company to attempt to or continue to qualify as REIT

or that compliance with the restrictions and limitations on Beneficial Ownership Constructive Ownership and Transfers of shares of

Equity Stock set forth in this Article VII are no longer required for the Company to qualify as REIT

SDAT means the State Department of Assessments and Taxation of Maryland

TRANSFER means any issuance sale transfer gift assignment devise or other disposition of as well as any other event

that causes any Person to acquire Beneficial Ownership Constructive Ownership or beneficial ownership determined under the

principles of Section 856a5 of the Code of or any agreement to acquire Equity Stock or the right to vote or receive dividends or

other Distributions on Equity Stock including without limitation the issuance and transfer to holders of shares or interests of

another entity that is merged with the Company of shares of Equity Stock as result of such merger ii change in the capital

structure of the Company iii change in the relationship between two or more Persons which causes change in ownership of

shares of Equity Stock by application of either Section 544 of the Code as modified by Section 856h of the Code or

Section 318a of the Code as modified by Section 856d5 of the Code iv the grant or exercise of any option or warrant or any

disposition of any option or warrant or any event that causes any option or warrant not theretofore exercisable to become exercisable

pledge security interest or similar right to acquire shares of Equity Stock any disposition of any securities or rights convertible

into or exchangeable for shares of Equity Stock or any interest in shares of Equity Stock or any exercise of any such conversion or

exchange right vi Transfers of interests in other entities that result in changes in Beneficial Ownership Constructive Ownership or

beneficial ownership determined under the principles of Section 856a5 of the Code of Equity Stock and vii any change in the

value of one class or series of shares of Equity Stock relative to the value of any other class or series of shares of Equity Stock in each

case whether voluntary or involuntary whether owned of record Constructively Owned Beneficially Owned or beneficially owned

determined under the principles of Section 856a5 of the Code and whether by operation of law or otherwise The terms

Transferring and Transferred shall have correlative meanings

TRUST means any separate trust created and administered in accordance with the terms of Article VII Section hereof

for the exclusive benefit of any Beneficiary
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TRUSTEE means the Person unaffihiated with both the Company and any Prohibited Owner that is United States

person within the meaning of Section 770 1a30 of the Code and is appointed by the Company to serve as trustee of the Trust

Section Equity Stock

Ownership Limitations Prior to the Restriction Termination Date

Basic Restrictions No Person other than an Excepted Holder shall Beneficially Own or

Constructively Own shares of Equity Stock in excess of the Aggregate Stock Ownership Limit no Person other

than an Excepted Holder shall Beneficially Own or Constructively Own shares of Common Stock in excess of the

Common Stock Ownership Limit and no Excepted Holder shall Beneficially Own or Constructively Own shares

of Equity Stock in excess of the Excepted Holder Limit for such Excepted Holder no Person shall Beneficially

Own or Constructively Own shares of Equity Stock to the extent that such Beneficial Ownership or Constructive

Ownership of Equity Stock would result in the Company being closely held within the meaning of

Section 85 6h of the Code without regard to whether the ownership interest is held during the last half of taxable

year no Person shall Beneficially Own or Constructively Own shares of Equity Stock to the extent that such

Beneficial Ownership or Constructive Ownership would result in the Company failing to qualify as REIT no

Person shall Beneficially Own or Constructively Own shares of Equity Stock to the extent that such Beneficial

Ownership or Constructive Ownership would cause any income of the Company that would otherwise qualify as

rents from real property for purposes of Section 856d of the Code to fail to qualify as such including but not

limited to Beneficial Ownership or Constructive Ownership that would result in the Company actually owning or

Constructively Owning an interest in tenant that is described in Section 856d2B of the Code and any

Transfer of shares of Equity Stock that if effective would result in the Equity Stock being beneficially owned by

fewer than one hundred 100 persons determined under principles applicable to Section 856a5 of the Code

shall be void ab initio and the intended transferee shall acquire no rights in such shares of Equity Stock

ii Transfer in Trust If any Transfer of shares of Equity Stock or Non-Transfer Event occurs that if

effective or otherwise would result in any Person Beneficially Owning or Constructively Owning shares of Equity

Stock in violation of Article VII Section 2aiA or hereof then that number of shares of Equity

Stock the Beneficial Ownership or Constructive Ownership of which otherwise would cause such Person to violate

Article VII Section 2ai or hereof rounded up to the next whole share such shares the Excess

Stock shall be automatically transferred to Trust for the benefit of Beneficiary as described in Article VII

Section hereof effective as of the close of business on the Business Day immediately preceding the date of such

Transfer or Non-Transfer Event and such Person or if different the direct or Beneficial Owner of such shares

shall acquire no rights in such shares or shall be divested of its rights in such shares if the transfer to the Trust

described in subclause of this sentence would not be effective for any reason to prevent the violation of

Article VII Section 2aiA or hereof then the Transfer of that number of shares of Equity Stock

that otherwise would cause any Person to violate Article VII Section 2aiA or hereof shall be void

ab initio and the intended transferee shall acquire no rights in such shares of Equity Stock or if the transfer to

the Trust described in subclause of this sentence as result of Non-Transfer Event would not be effective for

any reason to prevent the violation of Article VII Section 2aiA or hereof then the Non-Transfer

Event that otherwise would cause any Person to violate Article VII Section 2aiA or hereof shall

be void ab initio to the extent that the Company has the legal ability to void the Non-Transfer Event and the

intended transferee shall acquire no rights in such shares of Equity Stock To the extent that upon transfer of

shares pursuant to this Article VII Section 2aii violation of any provision of this Article VII would

nonetheless be continuing for example where the ownership of shares by single Trust would violate the 100

stockholder requirement applicable to REITs then shares shall be transferred to that number of Trusts each having

distinct Trustee and Beneficiary or Beneficiaries that are distinct from those of each other Trust such that there

is no violation of any provision of this Article VII

iii Inapplicability to Series Preferred Stock Notwithstanding any provision of this Article VII of

these Articles to the contrary the Series Preferred Stock is not subject to the provisions of this Article VII of these

Articles and is subject to the provisions of Section 5j of Article of these Articles

Remedies for Breach If the Board of Directors or its designee including any duly authorized committee

of the Board of Directors shall at any time determine in good faith that Transfer or Non-Transfer Event has taken place that
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results in violation of Article VII Section 2a hereof or that Person intends to acquire or has attempted to acquire

Beneficial Ownership Constructive Ownership or beneficial ownership determined under the principles of

Section 856a5 of the Code of any shares of Equity Stock in violation of Article VII Section 2a hereof whether or not

such violation is intended the Board of Directors or its designee may take such action as it deems advisable to refuse to give

effect to or to prevent such Transfer or Non-Transfer Event including without limitation causing the Company to redeem

shares of Equity Stock refusing to give effect to such Transfer on the books and records of the Company or instituting

proceedings to enjoin such Transfer or Non-Transfer Event provided however that any Transfer or attempted Transfer or

Non-Transfer Event that results in violation of Article VII Section 2a hereof shall automatically result in the transfer to the

Trust described therein and where applicable such Transfer or Non-Transfer Event shall be void ab initio as provided in

Article VII Section 2a hereof irrespective of any action or non-action by the Board of Directors or its designee

Owners Required to Provide Information Prior to the Restriction Termination Date

every owner of more than five percent 5.0% or such lower percentage as required by the Code

of the outstanding shares of Equity Stock shall within thirty days after the end of each taxable year give written

notice to the Company stating the name and address of such owner the number of shares of each class and series of

Equity Stock Beneficially Owned and description of the manner in which the shares are held and any additional

information as the Company may request in order to determine the effect if any of such Beneficial Ownership on

the Companys status or qualification as REIT and to ensure compliance with the Ownership Limits and the other

restrictions set forth herein

ii each Person who is Beneficial Owner or Constructive Owner of Equity Stock and each Person

including the stockholder of record who is holding Equity Stock for Beneficial Owner or Constructive Owner

shall provide to the Company any information as the Company may request in good faith in order to determine the

Companys status or qualification as REIT and to comply with requirements of any taxing authority or

governmental authority or to determine such compliance and

iii any Person who acquires or attempts or intends to acquire Beneficial Ownership Constructive

Ownership or beneficial ownership determined under the principles of Section 856a5 of the Code of shares of

Equity Stock that will or may violate Article VII Section 2ai or any Person who held or would have owned

shares of Equity Stock that resulted in Transfer to the Trust pursuant to the provisions of Article VII

Section 2aii shall immediately give written notice to the Company of such event or in the case of such

proposed or attempted transaction give at least 15 days prior written notice to the Company and shall provide to

the Company any other information as the Company may request in order to determine the effect if any of such

Transfer on the Companys status or qualification as REIT

Remedies Not Limited Nothing contained in this Article VII Section shall limit the authority of the

Board of Directors to take such other action as it deems necessary or advisable to protect the Company and the interests of its

stockholders in preserving the Companys status or qualification as REIT

Ambiguity In the case of an ambiguity in the application of any of the provisions of this Article VII or

any defmition contained in this Article VII the Board of Directors shall have the power to determine the application of the

provisions of this Article VII or any such definition with respect to any situation based on the facts known to the Board of

Directors In the event any section of this Article VII requires an action by the Board of Directors and these Articles fail to

provide specific guidance with respect to such action the Board of Directors shall have the power to determine the action to

be taken so long as such action is not contrary to the provisions of these Articles or the MGCL

Exceptions

Subject to Article VII Section 2aiB and hereof the Board of Directors in its sole

discretion may exempt prospectively or retroactively Person from one or both of the Ownership Limits may
establish or increase an Excepted Holder Limit for such Person and may retroactively waive or prospectively exempt

Person from the ownership limitations set forth in Article VII Section 2aiA if the Board of Directors

obtains such representations and undertakings from the Person as are reasonably necessary to ascertain that its

Beneficial Ownership or Constructive Ownership of Equity Stock will not violate Article VII Section 2aiB
and hereof ii such Person does not and represents that it will not actually own or Constructively Own an
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interest in tenant of the Company or tenant of any entity owned or controlled by the Company that would cause

the Company to actually own or Constructively Own more than 9.9% interest as set forth in

Section 856d2B of the Code in such tenant and the Board of Directors obtains such representations and

undertakings from the Person as are reasonably necessary tO ascertain this fact for this purpose tenant from whom

the Company or an entity owned or controlled by the Company derives and is expected to continue to derive

sufficiently small amount of revenue such that in the opinion of the Board of Directors rent from such tenant would

not adversely affect the Companys ability to qualify as REIT shall not be treated as tenant of the Company and

iii such Person agrees that any violation or attempted violation of such covenants or other action that is contrary to

the restrictions contained in this Article VII will result in such shares of Equity Stock being automatically

transferred to Trust in accordance with Article VII Section 2aii and Article VII Section hereof

ii Prior to granting any exception pursuant to Article VII Section 20i hereof the Board of

Directors may require ruling from the Internal Revenue Service or an opinion of counsel in either case in form and

substance satisfactory to the Board of Directors in its sole discretion as it may deem necessary or advisable in order

to determine or ensure the Companys status or qualification as REIT Notwithstanding the receipt of any ruling

or opinion the Board of Directors may impose such conditions or restrictions as it deems appropriate in connection

with granting such exception or waiver establishing or increasing an Excepted Holder Limit

iii Subject to Article VII Section 2aiB and hereof any person acting as an underwriter

who participates in public offering or private placement of Equity Stock or securities convertible into or

exchangeable for Equity Stock may Beneficially Own or Constructively Own shares of Equity Stock or securities

convertible into or exchangeable for Equity Stock in excess of the Aggregate Stock Ownership Limit the Common

Stock Ownership Limit or both such limits but only to the extent necessary to enable the person to act as an

underwriter in connection with the public offering or private placement

iv The Board of Directors may only reduce the Excepted Holder Limit for an Excepted Holder

with the written consent of such Excepted Holder at any time or pursuant to the terms and conditions of the

agreements and undertakings entered into with such Excepted Holder in connection with the establishment of the

Excepted Holder Limit for that Excepted Holder No Excepted Holder Limit shall be reduced to percentage that is

less than the Aggregate Stock Ownership Limit and/or Common Stock Ownership Limit as applicable

Increase or Decrease in Aggregate Stock Ownership and Common Stock Ownership Limits Subject

to Article VII Section 2aiB and hereof the Board of Directors may from time to time increase one or both of

the Ownership Limits for one or more Persons and decrease one or both of the Ownership Limits for all other Persons or all

Persons provided however that any decreased Ownership Limit will not be effective for any Person whose percentage

ownership in shares of Equity Stock is in excess of such decreased Ownership Limit until such time as such Persons

percentage of shares of Equity Stock equals or falls below the decreased Ownership Limit but any further acquisition of

shares of Equity Stock in excess of such percentage ownership of shares of Equity Stock will be in violation of the

Ownership Limit and provided further that the new Ownership Limit would not allow five or fewer Persons to Beneficially

Own more than 49.9% in value of the outstanding shares of Equity Stock or otherwise result in the Company being closely

held within the meaning of Section 85 6h of the Code without regard to whether the ownership interest is held during the

last half of taxable year if five unrelated individuals were to Beneficially Own the five largest amounts of Equity Stock

permitted to be Beneficially Owned under each Excepted Holder Limit as applied to an Excepted Holder and such new

Ownership Limits with respect to each other holder of Equity Stock taking into account the immediately preceding proviso

permitting ownership in excess of decreased Ownership Limits in certain cases

Legend Each certificate for shares of Equity Stock if certificated shall bear legend that substantially

describes the foregoing restrictions on transfer and ownership or instead of such legend the certificate if any may state that

the Company will furnish full statement about certain restrictions on transferability to holder of Equity Stock on request

and without charge

Section Transfer of Equity Stock in Trust

Trust for Excess Stock Upon any purported Transfer or Non-Transfer Event that results in Excess Stock

pursuant to Section 2a of this Article VII such Excess Stock shall be deemed to have been transferred to the Trustee as

trustee of Trust for the benefit of one or more Beneficiaries Such Transfer to the Trustee shall be deemed to be effective as
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of the close of business on the Business Day prior to the purported Transfer or Non-Transfer Event that results in the Transfer

to the Trust pursuant to Section 2a of this Article VII Shares of Excess Stock so held in trust shall be issued and

outstanding stock of the Company The Purported Record Transferee shall have no rights in such Excess Stock except as

provided in Section 3c or 3d of this Article VII The Purported Beneficial Transferee shall have no rights in such Excess

Stock except as provided in Section 3c or 3d of this Article VII Each Beneficiary shall be designated by the Company as

provided in Section 3e of this Article VII

Dividend and Voting Rights The Trustee shall have all voting rights and rights to dividends or other

distributions with respect to Excess Stock which rights shall be exercised for the exclusive benefit of the Beneficiary Any

dividend or other distribution paid prior to the discovery by the Company that shares of Equity Stock have been Transferred

to the Trustee shall be paid by the recipient of such dividend or other distribution to the Trustee upon demand and any

dividend or other distribution authorized but unpaid shall be paid when due to the Trustee Any dividends or other

distributions so paid over to the Trustee shall be held in trust for the Beneficiary The Purported Record Transferee shall

have no voting rights with respect to Excess Stock and subject to Maryland law effective as of the date that shares of Equity

Stock have been Transferred to the Trustee the Trustee shall have the authority at the Trustees sole discretion to rescind

as void any vote cast by Purported Record Transferee prior to the discovery by the Company that shares of Equity Stock

have been Transferred to the Trustee and ii to resubmit proxy or recast such vote in accordance with the desires of the

Trustee acting for the benefit of the Beneficiary provided however that if the Company has already taken irreversible

corporate action then the Trustee shall not have the authority to rescind and recast such vote Notwithstanding the provisions

of this Article VII until the Company has received notification that shares of Equity Stock have been Transferred into

Trust the Company shall be entitled to rely on its share transfer and other stockholder records for purposes of preparing lists

of stockholders entitled to vote at meetings determining the validity and authority of proxies and otherwise conducting votes

of stockholders

Sale of Excess Stock by Trustee Within 20 days of receiving notice from the Company that shares of

Equity Stock have been Transferred to the Trust the Trustee shall sell the shares held in the Trust to Person designated by

the Trustee whose ownership of the shares will not violate the ownership limitations set forth in Section 2a of this

Article VII Upon such sale the interest of the Beneficiary in the shares sold shall terminate and the Trustee shall distribute

the net proceeds of the sale to the Purported Record Transferee or Purported Beneficial Transferee as applicable and to the

Beneficiary as provided in this Section 3c of Article VII The Purported Beneficial Transferee or Purported Record

Transferee as applicable shall receive the lesser of the price paid by the Purported Beneficial Transferee or Purported

Record Transferee as applicable for the shares or if the Purported Beneficial Transferee or Purported Record Transferee as

applicable did not give value for the shares in connection with the event causing the shares to be held in the Trust e.g in the

case of gift devise or other such transaction the Market Price of the shares on the day of the event causing the shares to be

held in the Trust and ii the sale proceeds received by the Trustee net of any commissions and other expenses of sale from

the sale or other disposition of the shares held in the Trust The Trustee may reduce the amount payable to the Purported

Beneficial Transferee or Purported Record Transferee as applicable by the amount of dividends and other distributions

which has been paid to the Purported Beneficial Transferee or Purported Record Transferee as applicable and is owed by the

Purported Beneficial Transferee or Purported Record Transferee as applicable to the Trustee pursuant to Section 3b of this

Article VII Any net sales proceeds in excess of the amount payable to the Purported Beneficial Transferee or Purported

Record Transferee as applicable shall be immediately paid to the Beneficiary If prior to the discovery by the Company

that shares of Equity Stock have been Transferred to the Trustee such shares are sold by Purported Beneficial Transferee or

Purported Record Transferee as applicable then such shares shall be deemed to have been sold on behalf of the Trust

and to the extent that the Purported Beneficial Transferee or Purported Record Transferee as applicable received an

amount for such shares that exceeds the amount that such Purported Beneficial Transferee or Purported Record Transferee as

applicable was entitled to receive pursuant to this Section 3c of Article VII such excess shall be paid to the Trustee upon

demand

Call by Company on Excess Stock Shares of Excess Stock shall be deemed to have been offered for sale

to the Company or its designee at price per share equal to the lesser of the price per share in the transaction that

resulted in such Excess Stock or in the case of devise or gift the Market Price at the time of such devise or gift and

ii the Market Price on the date the Company or its designee accepts such offer The Company shall have the right to accept

such offer until the Trustee has sold the Excess Stock pursuant to Section 3c of this Article VII Upon such sale to the

Company the interest of the Beneficiary in the Excess Stock sold shall terminate and the Trustee shall distribute the net

proceeds of the sale to the Purported Beneficial Transferee or Purported Record Transferee as applicable The Company

may reduce the amount payable to the Purported Beneficial Transferee or Purported Record Transferee as applicable by the
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amount of dividends and other distributions which have been paid to the Purported Beneficial Transferee or Purported

Record Transferee as applicable and are owed by the Purported Beneficial Transferee or Purported Record Transferee as

applicable to the Trustee pursuant to Section 3b of this Article VII The Company shall pay the amount of such reduction

to the Trustee for the benefit of the Beneficiary

Designation of Charitable Beneficiaries The Company shall designate one or more nonprofit

organizations to be the Beneficiary of the interest in the Trust such that Excess Stock held in the Trust would not violate

the restrictions set forth in Section 2a of this Article VII in the hands of such Beneficiary and ii each such organization

must be described in Section 501c3 of the Code and contributions to each such organization must be eligible for deduction

under each of Sections 70b lA other than vii or viii thereof 2055 and 2522 of the Code Neither the failure of the

Company to make such designation nor the failure of the Company to appoint the Trustee before the automatic transfer

provided for in Section 3a of this Article VII shall make such transfer ineffective provided that the Company thereafter

makes such designation and appoiniment The designation of nonprofit organization as Beneficiary shall not entitle such

nonprofit organization to serve in such capacity and the Company may in its sole discretion designate different nonprofit

organization as the Beneficiary at any time and for any or no reason Any determination by the Company with respect to the

application of this Article VII shall be binding on each Beneficiary

Section Enforcement The Company is specifically authorized to seek equitable relief including injunctive relief

to enforce the provisions of this Article VII

Section Non-Waiver No delay or failure on the part of the Company or the Board of Directors in exercising any

right under this Article VII shall operate as waiver of any right of the Company or the Board of Directors as the case may be except

to the extent specifically waived in writing

Section Settlement Nothing in this Article VII shall preclude the settlement of any transaction entered into

through the facilities of the NYSE or any other national securities exchange or automated inter-dealer quotation system The fact that

the settlement of any transaction occurs shall not negate the effect of any other provision of this Article VII and any transferee in such

transaction shall be subject to all of the provisions and limitations set forth in this Article VII

Section Severabifity If any provision of this Article VII or any application of any such provision is determined to

be invalid by any federal or state court having jurisdiction over the issues the validity of the remaining provisions shall not be affected

and other applications of such provisions shall be affected only to the extent necessary to comply with the determination of such court

ARTICLE VIII

AMENDMENTS

The Company reserves the right from time to time to make any amendment to these Articles now or hereafter authorized by

law including any amendment altering the terms or contract rights as expressly set forth in these Articles of any outstanding shares

of stock All rights and powers conferred by these Articles on stockholders Directors and officers are granted subject to this

reservation.

ARTICLE IX

EXTRAORDINARY ACTIONS

Notwithstanding any provision of law permitting or requiring any action to be taken or approved by the affirmative vote of

stockholders entitled to cast greater number of votes any such action shall be effective and valid if declared advisable by the Board

of Directors and taken or approved by the affirmative vote of holders of stockholders entitled to cast majority of all the votes entitled

to be cast on the matter

ARTICLE

LIMITATION OF LIABILITY

To the maximum extent that Maryland law in effect from time to time permits limitation of the liability of directors and

officers of corporation no Director or officer of the Company shall be liable to the Company or its stockholders for money damages

Neither the amendment nor repeal of this Article VIII nor the adoption or amendment of any other provision of these Articles or of
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the Bylaws inconsistent with this Article VIII shall apply to or affect in any respect the applicability of the preceding sentence with

respect to any act or failure to act which occurred prior to such amendment repeal or adoption

THIRD The amendment to and restatement of the charter of the Company as hereinabove set forth has been duly advised by

the Board of Directors and approved by the stockholders of the Company as required by law

FOURTH The current address of the principal office of the Company is as set forth in Article HI of the foregoing

amendment and restatement of the charter

FIFTH The name and address of the Companys current resident agent is as set forth in Article III of the foregoing

amendment and restatement of the charter

SIXTH The number of directors of the Corporation and the names of those currently in office are as set forth in Article VI

of the foregoing amendment and restatement of the charter

SEVENTH The undersigned acknowledges these Fifth Articles of Amendment and Restatement to be the corporate act

of the Company and as to all matters or facts required to be verified under oath the undersigned acknowledges that to the best of his

knowledge information and belief these matters and facts are true in all material respects
and that this statement is made under the

penalties of perjury

remainder of this page intentionally blank
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iN WITNESS WHEREOF the Company has caused these Fifth Articles of Amendment and Restatement to be signed in its

name and on its behalf by its President and Chief Executive Officer and attested to by its Secretary Senior Vice President and General

Counsel on this _th day of______________

INLAND REAL ESTATE CORPORATION

By _____________________________________
Name Mark Zalatons

Title President and Chief Executive Officer

ATTEST INLAND REAL ESTATE CORPORATION

By _______________________________________
Name Beth Sprecher Brooks

Title Secretary Senior Vice President and General Counsel
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Exhibit

INLA14D REAL ESTATE CORPORATION
FOUWfHEIEIfi ARTICLES OF AMENDMENT AND RESTATEMENT

To State Department of Assessments and Taxation State of Maryland

Pursuant to the provisions of Section 2-609 of the Maryland General Corporation Law Inland Real Estate Corporation

Maryland corporation the Company hereby certifies that

FIRST The Company desires to amend and restate its Third Articles of Amenament and Restatementcharter as currently in

effect and hereinafter amended

SECOND The following provisions set forth in these Few4hEiftj Articles of Amendment and Restatement are all the

provisions of the articles of inoorporationcharter of the Company as currently in effect and as hereinafter amended

ARTICLE
NAME

The name of the corporation is Inland Real Estate Corporation

ARTICLE II

PURPOSE

The purposes for which the Company is formed are to engage in any lawful act or activity including without limitation or

obligation qualifying as real estate investment trust REIT under Sections 856 through 860 of the Internal Revenue Code of

1986 as amended or any successor statute the Code for which corporations may be organized under the general laws of the State

of Maryland as now or hereafter in force

ARTICLE III

PRINCIPAL OFFICE IN STATE AND RESIDENT AGENT

The post office address of the principal office of the Company in the State of Maryland is do The Corporation Trust

Incorporated 3OO-Eest-Jembacd35 Vç çjmd Street Baltimore Maryland 21202.21201 The name of the resident agent of the

Company in the State of Maryland is The Corporation Trust Incorporated at 300 East Lombard35 West Camden Street Baltimore

Maryland 21202.21201 The resident agent is corporation located in the State of Maryland

Article IV

INCORPORATOR

The name and address of the incorporator shall be Don Herahman 444 North Michigan Avenue

Chicago Illinois 60611

ILCL1
DEFINITIONS

For the purposes of these Articles the following terms shall have the following meanings

ACQUISITION EXPENSES means expenses related to the Companys selection evaiuanon ann acquisition or ann

investment in properties whether or not acquired or made including but not limited to legal fees and expenses travel and

communications expenses cost of appraisals and surveys non refundable option payments on property not acquired accounting fees

and expenses computer use related expenses architectural and engineering reports environmental and asbestos audits title inouranoe

and escrow fees and personnel and miscellaneous expenses related to the selection and acquisition of propertiea.ARTICLES means

the charter of the Comnanv
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AFFILIATE means any Person direetly or indirectly owning controlling or holding with the power to vote 10% or

more of the outstanding voting securities of such other Person ii any Person 10% or more of whose outstanding voting securities are

directly or indirectly owned controlled or held with the power to vote by such other Person iiiany Person directly or indirectly

controlling controlled by or under cemmØn control with such other Person iv any executive officer director trustee or general

partner of such other Person and any legal entity for which such Person acts as an executive officer director trustee or general

partncr.DIRECTOR means director of the Comnanv

AVE RACE INVESTED ASSETS shall mean for any period the average
of the aggregate book value of the assets of the

Company invested directly or indirectly in equity interests and in loans secured by real estate before reserves for depreciation or bad

debts or other similarnoncash reserves computed by taking the average of such values at the end of each month during such period

COMIPETII1VE REAL ESTATE COMMISSION means the real estate or brokerage commission paid for the purchase

or sale of property which is reasonable customary and competitive
in light of the sine type and location of such property

CONTRACT PRICE FOR THE PROPERTY means the amount actually paid or allocated to the purchase

development construction or improvement of property exclusive of Acquisition Expenses

DEVELOPMENT FEE means fee for the packaging of property of the Company including negotiating and approving

plans and undertaking to assist in obtaining zoning and necessary variances and necessary financing for the specific property either

initially or at latcr date

DIRECTORS means me members of the Board of Directors of the Company

EQUITY STOCK shall mean shares of stock thatis-eitherpf tjç Comp4py including Common Stock and/or Preferred

Stock of thc Company

MARKET PRICE means the last reverted sales once retorted on the NYSE of the Ecuitv Stock on the tradin2 day

immediately nrecedin the relevant date or if the Equity Stock is not then traded on the NYSE the last retorted sales once of the

Equity Stock on the tradina day immediately orecedina the relevant date as retorted on any exchanae or cuotation system over which

the Ecuitv Stock may bg traded or if the Equity Stock is not then traded oyer any exchanae or auotation system then the market once

of the Eouitv Stock on the relevant date as determined in aood faith by the Board of Directors of the Corooration

INDEPENDENT DIRECTORS means the Directors who perform no other services for the Company except as

Dircctors.MGCL means the Maryland General Corooration Law as amended from time to time or an successor statute

INDEPENDENT EXPERT shall mean person with no current or prior business or personal relationship with the

Directors and who is engaged to substantial extent in the business of rendering opinions regarding the value of assets of the type

hcld by thc Company

LEVERACE shall mean the aggregate amount of indebtedness of the Company for money borrowed including purchase

money mortgage loans outstanding at any time both secured and unsecured

NET ASSETS or NET ASSET VALUE means the total assets of the Company other than intangibles at cost before

deducting depreciation or other non cash reserves less total liabilities of the Company calculated at least quarterly on basis

consistently applicd

NET INCOME means for any period total revenues applicable to such period less the expenses applicable to such period

other than additions to or allowances for reserves for depreciation amortization or bad debts or other similar non cash reserves

provided however that Net Income shall not include the gain from the sale of the Companys assets

ORCANIZATION AND OFFERINC EXPENSES means those expenses
incurred by and to be paid from the assets of

the Company in connection with and in preparing the Company for registration and subsequently offering and disfributing Shares to

the public including but not limited to total underwriting and brokerage discounts and commissions including fees of the

underwriters attorneys expenses
for printing engraving mailing salaries of employees while engaged in sales activity charges of

transfer agents registrars trustees escrow holders depositaries experts expenses of qualification of the sale of the securities under

federal and state laws including taxes and fees and accountants and attorneys fees
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OWNERSHIP LIMIT means the- ownership of no more than 9.8% of the

PARTiCIPANT means Stockholder who purchases onureij pursuant to this Offering and elects to

DRPTNYSE means the New York Stock Exchan2e

PERSON means any natural person partnership corporation association trustindividual corcoration nartnershm estate

trust includin2 trust aualified under Sections 401a or 50lc17 of the Code nortion of trust nermanentlv set aside for or to

be used exclusively for the nurnoses described in Section 642c of the Code association orivate foundation within the meanina of

Section 509a of the Code joint stock comnanv limited liability company or othçr legal entity any other leaal or commercial entity

aroun as that term is used for nurnoses of Section 13dI3 of the Exchanae Act or aroun to which an Excented Holder Limit

annlies

REIT means corporation trust association or other legal entity other than real estate syndication which is engaged

primarily in investing in equity interests in real estate including fee ownership and leasehold interests or in loans secured by real

estate or both

ROLL UP means transaction involving the acquisition merger conversion or consolidation either directly or indirectly

of the Company and the issuance of securities of Roll Up Entity Such term does not include

transaction involving securities of the Company that have been for at least 12 months listed on national securities

exchange or traded through The Nasdaq Stock Market Nasdaq National Market or

transaction involving the conversion to corporate trust or association form of only the Company if as

consequence of the transaction there will be no significant adverse change in any of the following

Stockholders voting rights

ii the term and existence of the Company or

iiithe Companys investment objectives

ROLL UP ENTITY means partnership real estate investment trust corporation trust or other entity that would be

created or would survive after the successful completion of proposed Roll Up transaction

SHARES means the common stock par value $.01 per share of the Company

STOCKHOLDERS means holders of shares of Common Stock

TOTAL OPERATII4C EXPENSES means the aggregate expenses of every character paid or incurred by the Company
as determined under generally accepted accounting principles but excluding

the expenses of raising capital such as Organization and Offering Expenses legal audit accounting underwriting

brokerage listing registration and other fees printing and other such expenses and taxes incurred in connection with the issuance

distribution transfer registration and stock exchange listing of the Shares

interest payments

taxes

Ed non cash expenditures such as depreciation amortization and bad debt reserves and

Acquisition Expenses real estate commissions on resale of property and other expenses connected with the

acquisition disposition and ownership of real estate interests mortgage loans or other property such as the costs of foreclosure

insurance premiums legal services maintenance repair and improvement of property
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STOCK

Section AuthorIzed Shares The total number of shares of stock which the Company has authority to issue is

506000000512.000.000 shares of which 500000000 are shares of common stock $0.01 par
value per share Common Stock

and 600000012.000.000 are shares acef preferred stock $0.01 par value per share Preferred Stock The aggregate par value of

the shares of authorized Common Stock and Preferred Stock is $5000000 and $60000120.000 respectively The Board of Directors

of the Company may classify or reclassify any unissued stock from time to time by setting or changing the preferences conversion or

other rights voting powers restrictions limitations as to dividends or other distributions qualifications or terms or conditions of

redemption of the stock If shares of one class of stock are classified or reclassified into shares of another class of stock oursuant to

these Articles the number of authorized shares of the former class shall be automatically decreased and the number of shares of the

latter class shall be automatically increased in each case by the number of shares so classified or reclassified so that the areaate

number of shares of stock of all classes that the Comnanv has authority to issue shall not be more than the total number of shares of

stock set forth in the first sentence of this naraarauh

Section LIquidation Subject to any preferential rights in favor of any class of Preferred Stock upon liquidation or

dissolution of the Company each issued and outstanding share of Common Stock shall be entitled to participate pro rata in the assets

of the Company remaining after payment of or adequate provision for all known debts and liabilities of the Company

Section Common Stock

Section EaCommon Stock Subject to the provisions of Article VllIj regarding Excess Stock as such term is

defmed therein and excent as otherwise provided in these Articles each issued and outstanding share of Common Stock shall entitle

the holder thereof to one vote on all matters presented for vote of stockholders

___Subtitle of Title of the Maryland General Cerperatien Law or any suesesser statute Maryland Law
shall net aply to any aequisitien of shares ef stock by any Existing Holder as defined herein that is net prohibited er

restricted by Article VIII of thece Articles

Notwithstanding any prevision of Maryland Law to the eentrary the Company shall net without the

eeneurrenee of holders of at least majority of the eutstanding Shares amend these Artieles ii dissolve or liquidate the

Company or iiiremove the Directors

With respect to Shares ewned by the Diceeters or any Affiliate neither the Direeters nor any Affiliate may

vote or consent on matters submitted to the Stoekhelders regarding the removal of the Direeters or any Affiliate or any

ansaetien between the Company and any of them Shares held by the Directors and their Affiliates shall not be ineluded in

determining the number of outstanding Shares entitled to vote en the matters as described above

Section Preferred Stock Shares of Preferred Stock may be issued from time to time in one or more classes or

series as authorized by the Board of Directors Prior to issuance of shares of each class or series the Board of Directors by resolution

shall ii designate that class or series to distinguish it from all other series and classes of stock of the Company uk specify the

number of shares to be included in the class or series and..f subject to the provisions of Article Vffljj regarding Excess Stock

shall set the terms preferences conversion or other rights voting powers restrictions limitations as to dividends or other

distributions qualifications and terms or conditions of redemption Subject to the express terms of any other class or series of

Preferred Stock outstanding at the time and notwithstanding any other provision of these Articles the Board of Directors may increase

or decrease the number of shares of or-alter the designation of or classify or reclassify any unissued shares of any class or series of

Preferred Stock by setting or changing in any one or more respects from time to time before issuing the shares and-subject to the

provisions of Article 3LI4IVj regarding Excess Stock the terms preferences
conversion or other rights voting powers restrictions

limitations as to dividends or other distributions qualifications or terms or conditions of redemption of the shares of any class or series

of Preferred Stock

Section Arlieles .aeerperauen ann Bylaws All persons who shall acquire stock in the Company shall

subjeet to the urovisiens of these Articles and the Bylaws of the Comnanv as amended

Sctinn ..Aabilitv Stoekholders The Shares of the Cemnanv Wiu nenassessable by the CE
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Artiole VII

PROVISIONS FOR DEFININC LIMITINC AND RECULATINC CERTAIN
POWERS OF TilE COMPANY AND OF ITS DIRECTORS AND

STOCKHOLDERS

Section Number and Classification The number of Directors of the Company shall never be less than

three nor more than nine majority of which will be Independent Directors Director shall have had at least three years of relevant

real estate experience demonstrating the knowledge and experience required to successfully acquire and manage the type of assets

being acquired by the Company At least one of the Independent Directors shall have three years of relevant real estate experience

The names of the current Directors who shall act until their successors are duly elected and qualified are

Roland Burns Independent Director

Thomas DArcy Independent Director

Daniel Goodwin

Joel Herter Independent Director

Heidi Lawton Independent Director

Thomas McAuley
Thomas McWilliams Independent Director

Robert Parks

Joel Simmons

Section Term Each director will be elected for one year term and will hold office for the term for

which he or she is elected and until his or her successor is duly elected and qualified

Section Removal director may be removed with or without cause by the affirmative vote of the holders

of at least majority of all the votes entitled to be cast for the election of directors special meeting of the stockholders may be

called in accordance with the Bylaws of the Company upon the written request of stockholders holding 10% or more of the shares of

the Company entitled to vote at such meeting for the purpose of removing director

Section Authorization by Board of Stock Issuance The Board of Directors of the Company may
authorize the issuance from time to time of shares of its stock of any class whether now or hereafter authorized or seourities

convertible into shares of its stock of any class whether now or hereafter authorized for such consideration as the Board of Directors

may deem advisable subject to such restrictions or limitations if any as may be set forth in these Articles or the Bylaws of the

Company or under Maryland Law

Section Preemptive Rights Except as may be provided by the Board of Directors in authorizing the issuance of

shares of Preferred Stock pursuant to Article VII Section no holder of shares of stock of the Company shall as such holder have

any preemptive right to purchase or subscribe for any additional shares of the stock of the Company or any other security of the

Companywhich it may issue or-scll2.15% Series Thmifative neIa iahle rnfnryeI StqSOMl tiar vail- nr ibarl

Section 6.

qnsuy bUtLLI to the extr
the ge .ef-thcneraiitymteroretea

TheCi

nd without limiting

4awr

__________________________
tor...gom6 in accordance with Section 118 of Maryland Law to

mciemmiy and pay or reimburse reasonable expenses to any Director each an inaemmnec Party provided that the

Director has determined in good faith that the course of conduct which caused the loss or liability was in the beat interest of

the Company ii the Director was acting on behalf of or performing services on the part of the Company iii such liability

or loss was not the result of negligence or misoonduct on the part of the Indemnified Party except that in the event the

Indemnified Party is or was an Independent Director such liability or loss shall not have been the result of gross negligence

or willlul misconduct and iv such indemnification or agreement to be held harmless is recoverable only out of the assets of

the Company and not from the Stockholders

The Company shall not indemnibr Director for losses liabilities or expenses arising from or out of an

alleged violation of federal or state
secjritea

laws by such party unless one or more of the following conditions are met

there has been successful adjudication pn
the merits of each count involving alleged securities law violations as to the
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particular indemnitee ii such claims have been dismissed with prejudice on the merits by court ef competent jurisdiction

as to the particular indemnitee or iii court of competent jurisdiction approves settlement of the slams and finds that

indemnification of the settlement and related costs should be made and the court considering the request has been advised of

the position of the Securities and Exchange Commission the Commission and the published opinions of the Tennessee

Securities Division and any other state securities regulatory authority in whieh securities of the Company were offered and

sold as to indemnification for securities law violations

The Companr may advance amounts to persons entitled to indemnification hereunder for legal and other

expenses and cos incurred as result of any legal aetion for which indemaification is being sought only if all of the

following oonditions are satisfied ithe legal action relates to sets er omissionA withrespeetto the performance of duties or

services by the Indemnified Party for or on behalf of the Company ii the legal aetionis initiated by third party who is not

Stookholder or the legal action is initiated by Stockholder acting in his or her capacity as such and oourt of oompetent

jurisdiction specifically approves
suoh advancement and iiithe Indemnified Party receiving such advances undertakes to

repay the advanced funds to the Company together with the applicable legal rate of interest thereon in oases in whieh suoh

party is found not to be entitled to indemnification

fd The Company shall have the power to purchase and maintain insuranoe on behalf of an Indemnified Party

against any liability asserted whieh was incurred in any such capacity with the Company or arising out of such status

provided however that the Company shall not incur the costs of any liability insurance whioh insures any person against

liability for which he she or it could not be indemnified under the Articles Nothing contained herein shall constitute

waiver by any Indemnified Party of any right which he she or it may have against any party under federal or state securities

Section 7.

the laws of the

with ouch lawn

Section

The Company is an infinite life REIT which may be dissolved pursuant to the procedures set forth in the MGCL at any time

by the affirmative vote of majority of the Stockholders Hoyt ever should the Board of Directors determine within five years
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Section DetermInations by Board The determination as to any of the following matters made in good

faith by or pursuant to the direction of the Board of Directors consistent with these Articles and in the absence of actual receipt of an

improper benefit in money property or services or active and deliberate dishonesty established by court shall be final and

conclusive and shall be binding upon the Company and every holder of shares of its stock the amount of the net income of the

Company for any period and the amount of assets at any time legally available for the payment of dividends redemption of its stock or

the payment of other distributions on its stock ii the amount of paid in surplus net assets other surplus annual or other net profit

net assets in excess of capital undivided profits or excess of profits over losses on sales of assets iiithe amount purpose time of

creation increase or decrease alteration or cancellation of any reserves or oharges and the propriety thereof whether or not any

obligation or liability for which such reserves or charges shall have been created shall have been paid or discharged and iv the fair

value or any sale bid or asked price to be applied in determining the fair value of any asset owned or held by the Company and any

matters relating to the acquisition holding and disposition of any assets by the Company

Section Reserved Powers of Board The enwneration and definition of particular powers of the Board of

Directors included in this Article VII shall in no way be limited or restricted by referenee to or inference from the terms of any other

clause of this or any other provision of these Articles or construed or deemed by inference or otherwise in any manner to exclude or

limit the powers conferred upon the Board of Directors under Maryland Law as now or hereafter in force

Section 10 RUT Qualification The Board of Directors shall use its reasonable best efforts to cause the

Company and its stockholders to qualify for U.S federal income tax treaHuent in accordance with the provisions of the Code

applicable to BElT In furtherance of the foregoing the Board of Directors shall use its reasonable best efforts to take such actions as

are necessary and may take such actions as in its sole judent and diseretion are desirable to preserve the status of the Company as

BElT provided however that if majority of the Board of Directors determines that it is no longer in the best interests of the

Company to continue to have the Company qualify as BElT the Board of Directors may revoke or otherwise terminate the

Companys BElT election pursuant to Section 856g of the Code



of the date of the Prospectus that the Shares will not be listed for trading on national stock exchange or market the

Company anticipates recommending to the Stockholders that the Company be liquidated within ten years
of the date thereof

Section 11.- ..----

Companys offermg Distributions to Stockholders shall be declared and payable quarterly in amounts as may be determined by the

Board of Directors out of funds legally available Upon completion of the acquisition prooess the Company will pay regular monthly

Distributions to its Stockholders Concurrently with any Distribution the Company shall provide Stockholders with statement

disclosing the source of the funds distributed If such information is not available concurrently with the making of Distribution

statement setting forth the reasons why such information in not available shall be provided concurrently In no event shall such

information be provided to Stockholders more than 60 days of making such Distribution Distributions in kind shall not be permitted

except for distributions of readily marketable securities ii beneficial interests in liquidating trust established for the dissolution

of the Company and the liquidation of its assets in accordance with the terms of these Articles or iiidistributions of in kind property

which meet all of the following conditions the Directors advise each Stockholder of the risks associated with direct ownership of

the property the Directors offer each Stockholder the election of receiving in kind property distributions and the Directors

distribute in kind property only to those Stockholders who accept the Directors offer The Directors shall endeavor to declare and pay

such distributions as shall be neceasaiy under the Code however Stockholders shall have no right to any distribution unless and until

declared by the Directors The exercise of the powers and rights of the Directors pursuant to this Section 11 shall be subject to the

provisions of any class or series of Sharea at the tune outstanding The receipt by any person in whose name any Shares are registered

on the records of the Company or by his her or its duly authorized agent shall be sufficient discharge for all dividends or

distributions payable or deliverable in respect of ouch Shares and from all liability related to the application thereof

Section 12 Distribution Reinvestment Ptogram The Directors may adopt distribution reinvestment

program on such terms and conditions as shall be set forth in the Prospectus which program may be amended from time to time by the

Directors provided however that ouch program shall at minimum provide for the following

All material information regarding the distribution to the Stockholder and the effect of reinvesting such

distribution including the tax consequences thereof shall be provided to the Stockholder at least annually and Desiimation

and Number series of Preferred Stock desiQnated the 8.125% Series Cumulative Redeemable Preferred Stock SO.0l

oar value ocr share the Series Preferred Stock is hereby established The number of authorized shares of Series

Preferred Stock shall be 4.400.000

Each Stockholder participating in the distribution reinvestment program shall have reasonable

opportunity to withdraw from the distribution reinvestment program at least annually after receipt of the information required

in subparagraph above.Relative Seniority The Series Preferred Stock will with resnect to dividend riclits and rizhts

unon liquidatioa dissolution or windina un of the Comoanv rank senior to all classes or series of Common Stock and to

all eauitv securities the terms of which orovide that such eauitv securities shall rank junior to the Series Preferred Stock

on naritv with all eauitv securities issued by the Comnanv other than those eouitv securities referred to in clauses

and and iunior to alleauitv securities issued by the Cornnanv which rank senior to the Series Preferred Stock

and which were issued in accordance with the terms of Article Section 5jv hereof The term eauitv securities shall

not include convertible debt securities orior to the time of conversion

Section 13

Section 14 Termination of the Company The Board of Directors may terminate the existence of the

Company and discontinue the operations of the Company only upon the affirmative vote at meeting of stockholders called for that

purpose of majority of the voting power of the Company entitled to vote or the written consent of majority of the voting power of

the Company entitled to vote

Section 15 LimitatIon on Transactions with Affiliates The Company shall not cell property or make loans

except as provided under Article IXc to any Director or Affiliates thereof In all other oases in which the Company shall enter into

transaction with Director or Affiliates thereof an appraisal must be obtained from an Independent Expert concerning the underlying

property The appraisal shall be maintained in the Companys records for at least five years and shall be available for inspection and

duplication by any Stockholder The Company shall not purchase property from borrow money from invest in joint ventures with or

enter into transactions with any Director or Affiliates thereof unless majority of the Directors including majority of the

Independent Directors not otherwise interested in such transaction determines that the transaction is fair and reasonable to the

Company and is on terms and conditions no less favorable than from unaffiliated third parties With respect to property which the
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Company purchases from Director or Affiliate thereof the price to the Company may net exceed the east of the assets of such

Director or Affiliate thereof or if the price to the Company is in excess of such cost substantial justification for sueh excess must

exist and sueh excess must be reasonable In no event shall the east of sueh asset to the Company ever exceed its current appraised

value

Section 16 LImitation en Tetal Operating Expenses The annual Total Operating Expenses ef the Company

shall net exceed in any fiscal year the greater of 2% of the Average Invested Assets ef the Company er 25% of the Companys Net

Income The Independent Direotors have fiduciary responsibility to limit the Companys annual Total Operating Expenses to

amounts that do not exceed the limitations deseribed above The Independent Directors may however determine that higher level of

Total Operating Expenses is justified for such period beoause of unusual and non reourring expenses Any suoh finding by the

Independent Directors and the reasons in support thereof shall be recorded in the minutes of the meeting of Directors Within 60 days

after the end of any fiseal quarter of the Company for which Total Operating Expenses for the 12 months then ended exceed 2% of

Average Invested Assets or 25% of Net Inoome whichever is greater as desoribed above there shall be sent to the Stockholders

written disolosure of suoh fast If the Independent Directors determine that such higher Total Operating Expenses are justified such

disclosure will also contain an explanation of the Independent Directors conclusion

Section 17 LImitation en Renewing The Company may not inour indebtedness to enable it to make

Distributions except as neoessary to satisfy the requirement that the Company distribute at least 95% of its REIT Taxable Income or

otherwise as necessary or advisable to assure that the Company maintains its qualifloation as REIT for federal inoome tax purposes

The aggregate borrowing of the Company secured and unseeured shall be reasonable in relation to the Net Assets of the Company

and shall be reviewed by the Board of Directors at least quarterly The maximum amount of borrowings in relation to the Net Assets

shall in the absence of satisibotory showing that higher level of borrowing is appropriate not exceed 300% of Net Assets Any

excess in borrowing over such 300% level shall be subject to the approval by majority of the Stookholders The Company shall not

borrow funds from any Director or Affiliates thereof unless majority of the Directors including majority of the Independent

Directors not otherwise interested in such transaction determines that such transaction is fair and reasonable and no less favorable to

the Company than from unaffiliated parties under the same or similar circumstances

Section 18 LimItation on Real Estate Commission If the Company sells property the Company may pay

real estate brokerage fees which are reasonable customary and competitive talting into consideration thQ size type and location of the

property Competitive Real Estate Commission which shall not in the aggregate exceed the lesser of the Competitive Real Estate

Commission or an amount equal to 6% of the gross sales price of the property

Section 19

Section 20 LimItation on Aequlsition Fees and Expenses The totalo4 all Acquisition Expenses paid by the

Company in connection with the purchase of property by the Qompany shall in no event exceed an amount equal to 6% of the

Contract Price for the Property unless majority of the Direoters including the majority of the Independent Directors not otherwise

interested in the transaction approve the transaction as being commercially competitive fair and reasonable to the Company

Section 21 Determination of Cpnsidcratlen The consideratien paid for real property aoquired by the

Company shall ordinarily be based on the fair market value of the property as determined by majority of the Directors including

majority Of the Independent Directors In cases in which majority of the Independent Directors so determine or if assets are

acquired from Director or an Affiliate of Director pursuant to Section 15 of this Article VII such fair market value shall be as

determined by qualified independent real estate appraiser selected by the Independent Director

Section 22 Fiduelary Duty The Directors shall serve in fiduciary capacity and shall have fiduciary duty

to the Stockholders of the Company

Section 23 Review of Investment Pelieles The Directors shall establish written policies on inveslinents and

borrowing and shall monitor the administrative procedures investment operations and performance of the Company to assure that

such policies are carried out The Independent Direotors shall review such policies of the Company with sufficient frequency and at

least annually to determine that the policies being followed by the Company at any time are in the best interests of the Stockholders

Each such determination and the basis therefor shall be set forth in the minutes of the Board of Directors

Seetien 24 LimItation ofi Organization and Offering Expenses The Organization and Offering Expenses

paid in connection with the Companys formation or the syndication or sale of the Shares shall be reasonable and shall in no event
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15% of the proceeds raised in the Initial Public Offering determined at the termination of the Initial Public

Offering

Article Vifi

RESTRICTION ON TRANSFER
ACQUISITION AND REDEMPTION OF SHARES

Dividends

Holders of Series Preferred Stock shall be entitled to receive when and as authorized by the

Board and declared by the Comnanv out of funds leaaIlv available for the navment of dividends cumulative

oreferential cash dividends at the rate of eiaht and one-eizhth nercent 8.125% ocr annum of the twenty-five dollars

25.0O ncr share liouidatjon oreference of the Series Preferred Stock eauivalent to fixed annual amount of

arrnroumate1v 2.03 13 ocr share Dividends on the Series Preferred Stock shall accumulate on daily basis and

be cumulative from and includmnn the first date of issuance of any shares of Series Preferred Stock or the

immediately urecedmna Dividend Payment Date as the case may be to but not includmna the next succeeding

Dividend Payment Date or redemntion date as apolicable Such dividends shall be navable monthly in eaual

amounts in arrears on the fifteenth day of each montk beinnmnn on November 15 2011 each such day beinu

hereinafter called Dividend Payment Date nroyided that if any Dividend Payment Date is not Business Day
as hereinafter defined then the dividend which would otherwise have been navable on such Dividend Payment

Date may be naid on the next succeedina Business Day with the same force and effect as if paid on such Dividend

Paent Date and no interest or additional dividends or other sums shall accrue on the amount so oavable from

such Dividend Payment Dte to such next succeedmna Business Day Any dividend navable on the Series

Preferred Stock for any nartial dividend neriod shall be ororated and comnuted on the basis of 360-day year

consistina of twelve 30-day months Dividends shall be navable to holders of record as they aonear in the stock

records of the Comnanv at the close of business on the annlicable record date which shall be the first day of the

calendar month in which the arrnlicable Dividend Payment Date falls or such other date desianated by the Board for

the navment of dividends that is not more than 30 nor less than 10 days urior to such Dividend Payment Date each
Dividend Record Date

jj No dividends on the Series Preferred Stock shall be authorized by the Board or declared by the

Comanv or paid or set apart for navment by the Comnanv at such time as the terms and nrovisions of any

aareement of the Comnany includina any aareement relatin2 to its indebtedness prohibits such authorization

declaration oavment or settina aoart for oavment or provides that such authorization declaration oavment or settina

anart for navment would constitute breach thereof or default thereunder or if such authorization declaration

navment or settmna apart for Davment shall be restricted or prohibited by law

fjjj Notwithstandina anvthmnn to the contrary contained herein dividends on the Series Preferred

Stock shall accumulate whether or not the restrictions referred to in Article Section 5cii exist whether or not

the Comnanv has earnjnas whether or not there are funds leaallv available for the navment of such dividends and

whether or not such dividends are authorized or declared No interest or sum of money in lieu of interest shall be

navable in resnect of any accumulated and unpaid dividends on the Series Preferred Stock

So lona as any shares of Series Preferred Stock are outstandmnn no dividends other than in

Common Stock or other eoui securities of the Comnanv rankina junior to the Series Preferred Stock as to

dividends or unon lioujdation shall be declared by the Comnanv or naid or set anart for navment on any eouitv

securities of the Comnanv of any other class or series rankmnn as to dividends or unon liquidation on oaritv with

or junior to the Series Preferred Stock unless full cumulative dividends have been or contemnoraneouslv are

authorized by the Board and declared by the Comnanv on the Series Preferred Stock for all nast dividend oeriods

and the then current dividend period When dividends are not naid in full or sum sufficient for such full navment

is not so set anart unon the Series Preferred Stock and all other equity securities rankin2 on parity as to

dividends or unon liauidation with the Series Preferred Stock all dividends authorized and declared paid or set

anart for oaent upon the Series Preferred Stock and all other eciuitv securities rankmnn on naity as to

dividends or upon liquidation with the Series Preferred Stock shall be authorized and declared and paid oro rats

or authorized and declared and set anart for navment nro rate so that the amount of dividends authorized and

declared ncr share of Series Preferred Stock and each such other eauiW security shall in all cases bear to each
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other the same ratio that accumulated dividends ner share of Series Preferred Stock and other equity security

which shall not include any accumulation in resiect of unoaid dividends for inor dividend neriods if such eauitv

securities do not have cumulative dividend bear to each other No interest or sum of money in lieu of interest

shall be navable in respect of any accumulated and unnaid dividends on the Series Preferred Stock

Excent as nrovided in Article Section 5civ unless full cumulative dividends on the Series

Preferred Stock have been or contemporaneously are authorized by the Board and declared by the Comanv for all

past dividend neriods and the then current dividend ueriod no dividends other than in Common Stock or other

eauitv securities of the Comnanv rankine junior to the Series Preferred Stock as to dividends or unon liauidation

shall be declared by the Comnanv or naid or set anart for navment nor shall any other distribution be declared or

made uoon the Common Stock or any other eauitv securities of the Comnanv rankina junior to or on naritv with

the Series Preferred Stock as to dividends or unon liquidation nor shall any shares of Common Stock or any other

equity securities of the Comnanv ranking junior to or on naritv with the Series Preferred Stock as to dividends or

unon liquidation be redeemed nurchased or otherwise acauired directly or indirectly for any consideration or any

monies be naid to or made available for sinkina fund for the redemntion of any such eauitv securities by the

Comnanv except by conversion into or exchanae for other equity securities of the Comnanv rankina junior to the

Series Preferred Stock as to dividends or unon liquidation by redemution nurchase or acquisition of eouitv

securities under incentive benefit or stock nurchase nlans of the Comnanv for officers Directors or emnlovees or

others nerformin2 or nrovidin similar services or by other redemntion nurchase or acauisition of such eouitv

securities for the numose of nreservina the Companys status or qualification as RE1T for U.S federal income tax

nurnoses

If for any taxable year the Comnanv elects to desianate as capital gain dividends as defmed in

Section 857 of the Code any oortion the Capital Gains Amount of the dividends as determined for U.S

federal income tax nuroses naid or made available for the year to holders of all classes of stock the Total

Dividends then the norton of the Canital Gains Amount that shall be allocable to the holders of Series

Preferred Stock shall be the amount that the total dividends as determined for U.S federal income tax PurPoses

paid or made available to the holders of Series Preferred Stock for the year bears to the Total Dividends The

Comnanv may elect to retain and nay income tax on its net lone-term capital 2ains In such case the holders of

Series Preferred Stock would include in income their appropriate share of the Comnanvs undistributed bun-term

canital 2ains as desianated by the Comuanv

Holders of Series Preferred Stock shall not be entitled to any dividends whether navable in

cash nropertv or shares in excess of full cumulative dividends on the Series Preferred Stock as described above

Any dividend oavment made on the Series Preferred Stock shall first be credited aaninst the earliest accumulated

but unpaid dividend due with resnect to such shares which remains payable

Liiil In determiniun whether distribution other than unon voluntary or involuntary liquidation by

dividend redemntion or other acciuisition of the Companys eauitv securities is nermitted under Maryland law no

effect shall be given to amounts that would be needed if the Comnanv were to be dissolved at the time of the

dividend to satisfy the preferential rinhts unon dissolution of stockholders whose oreferential rialits on dissolution

are sunerior to those receiving the dividend

Li Business Day shall mean any day other than Saturday or Sunday that is neither lenal

holiday nor day on which bankiun institutions in New York New York are authorized or required by law

reculation or executive order to close

Liquidation Rivhts

In the event of any voluntary or involuntary liquidation dissolution or winding un of the Comnanv

referred to herein sometimes as liquidation the holders of Series Preferred Stock then outstandina shall be

entitled to be naid or have the Comnanv declare and set anart for npvment out of the assets of the Comnanv lecallv

available for distribution to stockholders after navment or provision for navment of all debts and other liabilities of

the Company liauidation nreference in cash of twenty-five dollars 25.OO ner share of Series Preferred Stock

plus an amount eaual to all accumulated and unnaid dividends to but not includina the date of payment the

Liquidation Preference- before any distribution of assets unon voluntary or involuntary limidation dissolution
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or windina un of the Comnanv is made to holders of Common Stock or any other eauitv securities of the Comnanv
that rank junior to the Series Preferred Stock unon liquidation

If unon any such voluntary or involuntary liquidation dissolution or winding un of the Company

the assets of the Comnanv are insufficient to nay the full amount of the Liquidation Preference to holders of

Series Preferred Stock and the corresnondin amounts navable on all shares of other classes or series of eouitv

securities of the Comnanv rankina on naritv with the Series Preferred Stock unon liauidation then the holders of

Series Preferred Stock and all other such classes or series of eauitv securities shall share ratably in any such

distribution of assets in proportion to the full liauidatin2 dividends to which they wouki otherwise be respectively

entitled

jjj Written notice of the effective date of any such liquidation dissolution or winding un of the

Comnanv stating the navment date or dates when and the ulace or nlaces where the amounts distributable in such

circumstances shall be payable shall be given by first class mail nostace nre-paid not less than 30 nor more than 60

days nrior to the Payment date stated therein to each record holder of Series Preferred Stock at the address of

such holder as the same shall aaneai on the stock transfer records of the Comnanv

After Payment of the full amount of the Liquidation Preference to which they are entitled the

holders of Series Preferred Stock will have no right or claim to any of the remaining assets of the Comnanv

None of consolidation or merner of the Comnanv with or into another entity merger of another

entity with or into the Comnanv statutory share exchanne by the Comnanv or sale. lease transfer or conveyance

of all or substantially all of the Comnanys assets or business shall be considered liquidation dissolution or

winding un of the Comnanv

Ontionl RedemDtion

Excent as described in Article Section 5ffl below and this Article Section 5e the shares of

Series Preferred Stock are not redeemable nrior to October 2016 To ensure that the Comnanv remains

qualified as REIT for U.S federal income tax nurnoses however the Series Preferred Stock shall be subject to

the urovisions of Article Section 51 of these Articles eursuant to which shares of Series Preferred Stock

Series Beneficially Owned as defined in Article Section 5i of these Articles by Series Person within

the meaning of Article Section 51 of these Articles in excess of the Series Ownershin Limit as defmed in

Article Section 5i of these Articles shall be automatically transferred to Series Trust as defmed in

Article Section 5i of these Articles for the benefit of Series Beneficiary as defined in Article

Section 51 of these Articles and the Comnanv shall have the riabt to nurchase such shares as provided in

Article Section 5i of these Articles On and after October 2016 the Comnany at its option upon ivin
notice as orovided below may redeem the shares of Series Preferred Stock in whole or from time to time in nart

for cask at redemotion urice of twenty-five dollars 525.00 ner share olus all accumulated and unpaid dividends

on such shares of Series Preferred Stock to but not includinn the date of such redemption the ODtional

Redemotion Ri9ht

LiL If fewer than all of the outstandina shares of Series Preferred Stock are to be redeemed nursuant

to the Ontional Redemotion Ri2ht the shares to be redeemed may be selected nro rate as nearly as nracticable

without creating fractional shares or by lot or in such other equitable method determined by the Comnanv If such

redemntion is to be by lot and as result of such redemntion any Person would become Beneficial Owner of

shares of Series Preferred Stock in excess of the Ownership Limits because such shares of Series Preferred

Stock were not redeemed or were only redeemed in gait then excent as otherwise provided in these Articles the

Comnanv will redeem the requisite number of such shares of Series Preferred Stock such that no Person will

Beneficially Own in excess of the Ownershin Limits subseauent to such redemntion

jjj Notwithstanding anvthin2 to the contrary contained herein unless full cumulative dividends on all

shares of Series Preferred Stock shall have been or contemnoraneouslv are declared and paid or authorized and

declared and sum sufficient for the navment thereof set anart for navment for all nast dividend periods and the then

current dividend neriod no shares of Series Preferred Stock shall be redeemed unless all outstandiua shares of

Series Preferred Stock are simultaneously redeemed nrovided however that the fore2oina shall not nrevent the
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redemotion or nurchase by the Comnanv of shares of Series Preferred Stock nursuant to Article Section 5i of

these Articles or otherwise in order to ensure that the Comnanv remains aualified as REIT for U.S federal income

tax nurnoses or the nurchase or acauisition of shares of Series Preferred Stock nursuant to nurchase or exchange

offer made on the same terms to holders of all shares of Series Preferred Stock In addition unless full

cumulative dividends on all shares of Series Prefàred Stock have been or contemnoraneouslv are authorized and

declared and naid or authorized and declared and sum sufficient for the navment thereof set quart for navment for

all nast dividend neriods and the then current dividend period the Comnanv shall not nurchase or otherwise acauire

directly or indirectly for any consideration nor shall any monies be naid to or be made available for sinking fund

for the redemution of any shares of Series Preferred Stock excent by conversion into or exchanre for eauitv

securities of the Comnanv rankinr junior to the Series Preferred Stock as to dividends or unon liquidation

Drovided however that the forecoina shall not orevent any nurchase or acauisition of shares of Series Preferred

Stock for the nurnose of oreservin the Comnanvs status or aualiflcation as REIT or nursuant to purchase or

exchange offer made on the same terms to holders of all outstanding shares of Series Preferred Stock

immediately nrior to or unon any redemntion of shares of Series Preferred Stock the Comnanv

shall nay in cash an accumulated and unnaid dividends to but not includina the redemution date unless

redemution date falls after Dividend Record Date and urior to the corresnondina Dividend Payment Date in which

case each holder of Series Preferred Stock at the close of business on such Dividend Record Date shall be entitled

to the dividend navable on such shares on the corresnondina Dividend Payment Date includina any accumulated

and unnaid dividends for prior neriods nptwithstandin2 the redemntion of such shares before such Dividend

Payment Date Excent as orovided above the Comuan will make no payment or allowance for unnaid dividends

whether or not in arrears on Series Preferred Stock for which notice of redemotion has been ziven

The followina orovisions set forth the urocedures for redemntion oursuant to the Ontional

Redemution Rrnht

Notice of redemution will be niven by oublication in newsuaner of general circulation

in the City of New York such nublication to be made once week for two successive weeks commencing

not less than 30 nor more than 60 days orior to the redemution date similarnotice will be mailed by the

Comnanv nostane nrepaid no less than 30 nor more than 60 days orior to the redemotion date addressed

to the resuective holders of record of the shares of Series Preferred Stock to be redeemed at their

resnective addresses as they annear on the stock transfer records of the Comnanv No failure to aive such

notice or any defect thereto or in the mailing thereof shall affect the validity of the uroceedinas for the

redemntion of any shares of Series Preferred Stock exceot as to the holder to whom notice was defective

or not niven

In addition to any information reauired by law or by the anolicable rules of any exchange

uoon which the Series Preferred Stock may be listed or admitted to tradin2 such notice shall state

the redemution date the redemution price the number of shares of Series Preferred Stock to

be redeemed the olace or olaces where the certificates to the extent the shares of Series Preferred

Stock are certificated for shares of Series Preferred Stock are to be surrendered if so reauired in the

notice for oavment of the redemution price and that dividends on shares of Series Preferred Stock to

be redeemed will cease to accumulate on such redemntion date If fewer than all of the shares of Series

Preferred Stock held by any holder are to be redeemed the notice mailed to such holder shall also snecifv

the number of shares of Series Preferred Stock held by such holder to be redeemed

If the Comnanv shall so reuuire and the notice shall so state on or after the redemntion

date each holder of shares of Series Preferred Stock to be redeemed shall nresent and surrender the

certificates reoresentin his or her shares of Series Preferred Stock to the extent such shares are

certificated to the Comnanv at the ulace designated in the notice of redemntion and thereunon the

redemntion orice of such shares includinr all accumulated and unnaid dividends to but not including the

redemntion date shall be naid to or on the order of the nerson whose name appears on such certificate

renresentn2 the shares of Series Preferred Stock as the owner thereof and each surrendered certificate

shall be canceled If fewer than all of the shares reoresented by any such certificate renresentin shares of

Series Preferred Stock are to be redeemed new certificate shall be issued reoresentin the unredeemed

shares In the event that the shares of Series Preferred Stock to be redeemed are uncertificated such
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shares shall be redeemed in accordance with the notice and the atrnlicable nrocedures of any depository and

no further action on the part of the holders of such shares shall be reauired

From and after the redemption date unless the Comoanv defaults in navment of the

redemntion nrice all dividends on the shares of Series Preferred Stock desinnated for redemotion in

such notice shall cease to accumulate and all rinhts of the holders thereof excent the rizht to receive the

redemotion nrice thereof including all accumulated and unnaid dividends to but not includiur the

redemntion date shall cease and terminate and such shares shall not thereafter be transferred exceut with

the consent of the Comnanv on the Companys stock transfer records and such shares shall not be deemed

to be outstanding for any nurnose whatsoever At its election the Comnanv prior to redemntion date

may irrevocably denosit the redemntion nrice including accumulated and unnaid dividends to but not

includin2 the redemntion date of the shares of Series Preferred Stock so called for redemption in trust

for the holders thereof with bank or trust comnanv in which case the redemntion notice to holders of the

shares of Series Preferred Stock to be redeemed shall state the date of such deposit snecifv the

office of such bank or trust company as the olace of navment of the redemntion urice and reauire such

holders to surrender the certificates renresentin such shares to the extent such shares are certificated at

such nlace on or about the date fixed in such redemntion notice which may not be later than the

redemntion date a2ainst navment of the redemntion price includin2 all accumulated and unpaid dividends

to but not including the redemntion date Any monies so deposited which remain unclaimed by the

holders of Series Preferred Stock at the end of two years after the redemntion date shall be returned by

such bank or trust comnanv to the Comnanv

L1 Subject to applicable law and the limitation on nurchases when dividends on the Series

Preferred Stock are in arrears the Comnanv may at any time and from time to time nurchase any shares of Series

Preferred Stock in the onen market by tender or by private anreement

1j Any shares of Series Preferred Stock that shall at any time have been redeemed or otherwise

acauired shalL after such redemption or acauisition have the status of authorized but unissued Preferred Stock

without desinnation as to series until such shares are once more classified and desinnated as nart of narticular

series by the Board

Snecial Optional Redemntion by the Comnanv

Upon the occurrence of Chance of Control as defined below the Comnanv will have the option

unon written notice mailed by the Comnanv nosta2e pre-paid no less than 30 nor more than 60 days prior to the

redemntion date and addressed to the holders of record of the shares of Series Preferred Stock to be redeemed at

their resnective addresses as they anear on the stock transfer records of the Comnanv to redeem the shares of

Series Preferred Stock for cash in whole or in nart within 120 days after the first date on which such Chan2e of

Control occurred at twenty-five dollars 25.00 ner share plus accumulated and unpaid dividends if any to but

not includin the redemntion date Snecial Ontional Redemntion Ri2ht No failure to aive such notice or any

defect thereto or in the mailing thereof shall affect the validity of the nroceedin2s for the redemntion of any shares

of Series Preferred Stock except as to the holder to whom notice was defective or not aiven If nrior to the

Change of Control Conversion Date as defined below the Comnanv has nrovided or provides notice of redemntion

with resnect to the Series Preferred Stock whether nursuant to the Ontional Redemntion Right or the Special

Ontional Redemntion Rurht the holders of Series Preferred Stock will not have the conversion rinht described

below in Article Section 5i

ChanQe of Control is when after the first date of issuance of any shares of Series

Preferred Stock the following have occurred and are continuing

the acouisition by any oerson including any syndicate or aroun deemed to be person

under Section 13d3 of the Securities Exchanae Act of 1934 as amended the Exchange Act of

beneficial ownershin directly or indirectly throuah nurchase merner or other acquisition transaction or

series of nurchases meraers or other acquisition transactions of shares of the Comnanv entitlina that nerson

to exercise more than 50% of the total votina nower of all shares of the Comnanv entitled to vote aenerallv

in elections of Directors except that such nerson will be deemed to have beneficial ownership of all
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securities that such nerson has the rizht to acouire whetIer such rrnht is currently exercisable or is

exercisable only unon the occurrence of subseauent condition and

following the closina of any transaction referred to in above neither the Comoanv

nor the acauirins or survivins entity has class of common securities or their equivalent includmur

American Denositarv Receipts renresentin such securities listed on the NYSE the NYSE Amex Equities

the NYSE Amex or the NASDAO Stock Market NASDAO or listed or auoted on an exchange or

quotation system that is successor to the NYSE the NYSE Amex or NASDAO

fj In addition to any information reauired by law or by the anolicable rules of any exchange unon

which the Series Preferred Stock may be listed or admitted to tradina such notice shall state the redemution

date the redemntion price the number of shares of Series Preferred Stock to be redeemed the olace

or niaces where the certificates for the shares of Series Preferred Stock to the extent shares of Series Preferred

Stock are certificated are to be surrendered if so required in the notice for navment of the redemution nrice

that the shares of Series Preferred Stock are being redeemed pursuant to the Special Ootional Redemption

Right in connection with the occurrence of Channe of Control and brief descrintion of the transaction or

transactions constitutinn such Channe of Control that holders of the shares of Series Preferred Stock to which

the notice relates will not be able to tender such shares of Series Preferred Stock for conyersion in connection

with the Change of Control and each share of Series Preferred Stock tendered for conversion that is selected nrior

to the Chance of Control Conversion Date for redemption will be redeemed on the related redemution date instead

of converted on the Channe of Control Conversion Date and that dividends on the shares of Series Preferred

Stock to be redeemed will cease to accumulate on such redemption date If fewer than all of the shares of Series

Preferred Stock held by any holder are to be redeemed the notice mailed to such holder shall also specify the

number of shares of Series Preferred Stock held by such holder to be redeemed

If fewer than all of the outstanding shares of Series Preferred Stock are to be redeemed nursuant to the

Special Ontional Redemntion Right the shares to be redeemed shall be selected oro rate as nearly as practicable

without creatins fractional shares or by lot or in such other equitable method orescribed by the Company If such

redemotion is to be by lot and as result of such redemption any Person would become Beneficial Owner of

shares of Series Preferred Stock in excess of the Ownershin Limits because such shares of Series Preferred

Stock were not redeemed or were only redeemed in nart then excent as otherwise provided in these Articles the

Comoanv shall redeem the requisite number of such shares of Series Preferred Stock such that no Person will

Beneficially Own in excess of the Ownershin Limits subsequent to such redemption

Notwithstandmnn anvthin to the contrary contained herein unless full cumulative dividends on all

shares of Series Preferred Stock shall have been or contemporaneously are authorized and declared and paid or

authorized and declared and sum sufficient for the oavment thereof set apart for payment for all past dividend

periods and the then current dividend period no shares of Series Preferred Stock shall be redeemed unless all

outstandina shares of Series Preferred Stock are simultaneously redeemed provided however that the foreaoina

shall not nrevent the ourchase by the Comoanv of shares of Series Preferred Stock oursuant to Article

Section 5j of these Articles or otherwise in order to ensure that the Comnanv remains qualified as REIT for U.S

federal income tax nurnoses or the ourchase or acquisition of shares of Series Preferred Stock nursuant to

nurchase or exchange offer made on the same terms to holders of all shares of Series Preferred Stock In addition

unless full cumulative dividends on all shares of Series Preferred Stock have been or contemporaneously are

authorized and declared and paid or authorized and declared and sum sufficient for the payment thereof set aoart

for navment for all oast dividend periods and the then current dividend period the Comoanv shall not ourchase or

otherwise acquire directly or indirectly for any consideration nor shall any monies be paid to or be made available

for sinking fund for the redemntion of any shares of Series Preferred Stock excent by conversion into or

exchange for equity securities of the Comoanv ranking junior to the Series Preferred Stock as to dividends or

upon liquidation provided however that the forecoinu shall not prevent any nurchase or acquisition of shares of

Series Preferred Stock for the purpose of oreservina the Comnanvs status or qualification as REIT for U.S

federal income tax purposes or oursuant to nurchase or exchange offer made on the same terms to holders of all

outstanding shares of Series Preferred Stock

Li1 Immediately orior to any redemotion of shares of Series Preferred Stock oursuant to the Special

Optional Redemotion Ri2ht the Comoanv shall nay in cash any accumulated and unnaid dividends to but not
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includm the redemption date unless redemntion date falls after Dividend Record Date and orior to the

corresoondrn Dividend Payment Date in which case each holder of shares of Series Preferred Stock at the close

of business on such Dividend Record Date shall be entitled to the dividend oavable on such shares on the

corresnondin Dividend Payment Date including any accumulated and unnaid dividends for orior periods

notwithstandin2 the redemntion of such shares before such Dividend Paent Date Except as provided above the

Comnanv will make no payment or allowance for unpaid dividends whether or not in arrears on shares of Series

Preferred Stock for which notice of redemption has been uiyen

If the Comnanv shall so reauire and the notice shall so state on or after the redemption date each

holder of shares of Series Preferred Stock to be redeemed shall oresent and surrender the certificates reresentiirn

his or her shares of Series Preferred Stock to the extent such shares are certificated to the Comnanv at the olace

desinnated in the notice of redemption and thereuoon the redemption once of such shares including all accumulated

and unpaid dividends to but not includig the redemption date shall be paid to or on the order of the nerson whose

name anoears on such certificate reoresentiiw shares of Series Preferred Stock as the owner thereof and each

surrendered certificate shall be canceled If fewer than all the shares represented by any such certificate reoresentin2

shares of Series Preferred Stock are to be redeemed new certificate shall be issued renresentin the unredeemed

shares In the event that the shares of Series Preferred Stock to be redeemed are uncertfficated such shares shall

be redeemed in accordance with the notice and the apolicable procedures of any depository and no further action on

the nart of the holders of such shares shall be reouired

From and after the redemntion date unless the Comnanv defaults in payment of the redemption

nrice all dividends on the shares of Series Preferred Stock desinnated for redemption in such notice shall cease

to accumulate and all rinhts of the holders thereof excePt the rmht to receive the redemption price thereof includiun

all accumulated and unpaid dividends to but not including the redemption date shall cease and terminate and such

shares shall not thereafter be transferred excent with the consent of the Comoanv on the Comnanvs stock transfer

records and such shares shall not be deemed to be outstanding for any nuroose whatsoever At its election the

Company nnior to redemntion date may irrevocably deposit the redemotion price including accumulated and

unnaid dividends to but not including the redemntion date of the shares of Series Preferred Stock so called for

redemntion in trust for the holders thereof with bank or trust comnanv in which case the redemption notice to

holders of the shares of Series Preferred Stock to be redeemed shall state the date of such deposit specify

the office of such bank or trust comnanv as the nlace of navment of the redemotion once and reauire such

holders to surrender the certificates renresentina such shares to the extent such shares are certificated at such ulace

on or about the date fixed in such redemotion notice which may not be later than the redemption date against

payment of the redemotion once including all accumulated and unpaid dividends to but not including the

redemotion date Any monies so deposited which remain unclaimed by the holders of Series Preferred Stock at

the end of two years after the redemption date shall be returned by such bank or trust coumanv to the Company

Any shares of Series Preferred Stock that shall at any time have been redeemed shall after such

redemption have the status of authorized but unissued Preferred Stock without desinnation as to series until such

shares are once more classified and designated as part of oarticular series by the Board

Voting Ruthts

Holders of Series Preferred Stock shall not have any voting rizhts except as set forth below

Excent as set forth in the following sentence in any matter in which the holders of Series Preferred Stock are

entitled to vote each such holder shall have the right to one vote for each share of Series Preferred Stock held by

such holder If the holders of Series Preferred Stock and the holders of another series of euuitv securities that

with respect to navment of dividends or the distribution of assets unon voluntary or involuntary liquidation

dissolution or windin2 of the Comnanv rank pan passu with the Series Preferred Stock Parity Preferred

Stock and unon which similar voting riQhts have been conferred and are exercisable are entitled to vote tocether

as sinale class on any matter the holders of Series Preferred Stock and the holders of such Parity Preferred

Stock shall each have one vote for each S25.OO of liquidation preference

Whenever dividends on any shares of Series Preferred Stock shall be in arrears for einhteen or

more monthly nenods whether or not consecutive Preferred Dividend Default the number of Directors then

constitutina the Board shall be increased by two and the holders of Series Preferred Stock votiun as siunle class
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with all other Parity Preferred Stock unon which similarvotina ri2hts have been conferred and are exercisable shall

be entitled to vote for the election of total of two additional Directors each. Preferred Stock Director at

snecial meetmnn called by the holders of at least 33/i of the outstandina shares of Sries Preferred Stock or the

holders of at least 33% of any other series of Parity Preferred Stock so in arrears if such reouest is received 90 or

more days before the date fixed for the next annual or srecial meetmna of stockholders or at the next annual or

snecial meetina of stockholders and at each subseauent annual or snecial meetina of stockholders until all dividends

accumulated on the Series Preferred Stock for the nast dividend neriods and the then-current dividend neriod shall

have been fully naid or authorized and sum sufficient for the navment thereof set anart for navment in full

If and when all accumulated dividends and the dividend for the then current dividend period on the

Series Preferred Stock shall have been naid in full or authorized and set aside for navment in full the holders of

Series Preferred Stock shall be divested of the voting riahts set forth in Article Section 5ii subject to

revestn2 in the event of each and every Preferred Dividend Default and. if all accumulated dividends and the

dividend for the then current dividend neriod have been naid in full or authorized by the Board and set aside for

payment in full on all other series of Parity Preferred Stock unon which similar vatina rizhts have been conferred

and are exercisable the term of office of each Preferred Stock Director so elected shall terminate and the number of

Directors shall be reduced accordinaly Any Preferred Stock Director may be removed at any time with or without

cause by the vote of and shall not be removed otherwise than by the vote of the holders of majority of the

outstanding shares of Series Preferred Stock when they have the votmna rinhts set forth in Article

Section 5aii and all other series of Parity Preferred Stock voting as sinale class So lon2 as Preferred

Dividend Default shall continue any vacancy in the office of Preferred Stock Director may be filled by written

tonsent of th PrfrrM Stok Tirctorremqinino in offir or if none rpmins in offl bvyfltfrhodPrs of

majority of the outstandinir shares of Series Preferred Stock when they have the votinc riahts set forth in

Article Section 5aii and all other series of Parity Preferred Stock votina as sinale class

Each Preferred Stock Director shall be entitled to one vote on any matter on which the Board shall vote

So lona as any shares of Series Preferred Stock remain outstandinQ the Comnanv shall not

without the affirmative vote of the holders of at least two-thirds of the shares of Series Preferred Stock

outstandina at the time aiven in nerson or by nroxv either in writina or at meetin2 such series votn2 senaratelv

as class authorize or create or increase the number of authorized or issued shares of any class or series of

eauitv securities rankiiur senior to the Series Preferred Stock with resnect to Payment of dividends or the

distribution of assets unon voluntary or involunta liauidation dissolution or windin2 un of the Comnany or

reclassify any authorized eauitv securities of the Comnanv into any such eczuitv securities or create authorize or

issue any obliaation or security convertible into or evidencing the riaht to nurchase any such eciuitv securities or

amend alter or reneal the provisions of these Articles whether by merger or consolidation in either case an

Event or otherwise so as to materially and adversely affect any riaht preference nrivileae or votmnn nower of

the Series Preferred Stock provided however that with resoect to the occurrence of any Event set forth in

above so lona as shares of Series Preferred Stock remain outstandina with the terms thereof materially

unchanaed or the holders of shares of Series Preferred Stock receive shares of stock or beneficial interest or other

eauitv securities with riabts preferences orivilenes and votina oowers substantially similar taken as whole to the

riahts preferences orivileaes and voting nowers of the Series Preferred Stock the occurrence of any such Event

shall not be deemed to materially and adversely affect such riabts nreferences nrivileaes or votina nowers of the

Series Preferred Stock and orovided further that any increase in the number of authorized shares of Series

Preferred Stock or the creation or issuance. or increase in the number of authorized shares of any other class or

series of eouitv securities rankmnn on naritv with or junior to the Series Preferred Stock with respect to navment

of dividends and the distribution of assets unon voluntary or involuntary liauidation dissolution or windin2 un of

the Company shall not be deemed to materially and adversely affect such riahts oreferences privile2es or votina

nowers

The foreaoina votmna provisions shall not annlv if at or nrior to the time when the act with respect

to which such vote would otherwise be reciuired shall be effected all outstandina shares of Series Preferred Stock

shall have been redeemed or called for redemntion upon nroner notice and sufficient funds shall have been deposited

in trust to effect such redemntion

Information Rlnhts Durin2 any neriod in which the Comnanv is not subject to the renortin2 reauirements

of Section 13 or 15d of the Exchanae Act and any shares of Series Preferred Stock are outstandina the Comnanv shall
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transmit by mail or other permissible means under the Exchanne Act to all holders of Series Preferred Stock as their

names and adthesses annear in the Companys record books and without cost to such holders conies of the annual renorts on

Form 10-K and auarterlv renorts on Form 10-p that the Comnanv would have been reouired to ifie with the Securities and

Exchanae Commission the SEC nursuant to Section 13 or Section 5d of the Exchanne Act if the Comnanv were

subject thereto other than any exhibits that would have been reauired and iiwithin 15 days following written reauest

sunnlv conies of such renorts to any orosnective holder of Series Preferred Stock The Comnanv will mail or otherwise

provide the reoorts to the holders of Series Preferred Stock within 15 days after the resnective dates by which the

Comnanv would have been required to file such renorts with the SEC if it were subject to Section 13 or 15d of the

Exchange Act

Conversion The shares of Series Preferred Stock are not convertible into or exchanaeable for any other

nronertv or securities of the Company except as nrovided in this Article Section 5i

Unon the occurrence of Chaure of Control each holder of Series Preferred Stock shall have

the rinht unless nrior to the Chance of Control Conversion Date the Comnanv has provided or provides notice of

its election to redeem the shares of Series Preferred Stock nursuant to the Optional Redemntion Right or Snecial

Optional Redemption Rinht to convert some or all of the shares of Series Preferred Stock held by such holder the

Chanee of Control Conversion Rieht on the Channe of Control Conversion Date into number shares of

Common Stock ner share of Series Preferred Stock to be converted the Common Stock Conversion

Consjderation eoual to the lesser of the auotient obtained by dividing the sum of the $25.00 ner share

liquidation nreference nlus the amount of any accumulated and unnaid dividends to but not includina the

Change of Control Conversion Date unless the Channe of Control Conversion Date is after Dividend Record Date

and prior to the corresnondina Dividend Payment Date in which case no additional amount for such accumulated

and unpaid dividends will be included in such sum by ii the Common Stock Price as defined below and

11.4943 the Shnre Can subject to the immediately succeeding naranraph

The Share Can is subject to nro rata adjustments for any stock snlits including those effected pursuant to

dividend navable in shares of Common Stock subdivisions or combinations in each case Stock Snlit with

resnect to shares of Common Stock as follows the adjusted Share Can as the result of Stock Split shall be the

number of shares of Common Stock that is eauivalent to the nroduct obtained by multinlvin the Share Can in

effect immediately prior to such Stock Snlit by fraction the numerator of which is the number of shares of

Common Stock outstanding after 2iyinp effect to such Stock Solit and the denominator of which is the number of

shares of Common Stock outstandine inimediatelv nrior to such Stock Snlit

For the avoidance of doubt subject to the immediately succeeding sentence the areaate number of

shares of Common Stock or eauivalent A1trnative Conversion Consideration as defmed below as applicable

issuable in connection with the exercise of the Change of Control Conversion Rrnht shall not exceed 68.965.800

shares of Common Stock or equivalent Alternative Conversion Consideration as applicable the Exchange

CaD The Exchan2e Can is subject to nro rata adjustments for any Stock Snlits on the same basis as the

corresnondmnn adjustment to the Share Can

In the case of Channe of Control mirsuant to which shares of Common Stock shall be converted into cash

securities or other nronertv or assets including any combination thereof the AJternative Form Consideration

holder of Series Preferred Stock shall receive unon conversion of such holders shares of Series Preferred

Stock the kind and amount of Alternative Form Consideration which such holder of Series Preferred Stock would

have owned or been entitled to receive upon the Change of Control had such holder of Series Preferred Stock held

number of shares of Common Stock eaual to the Common Stock Conversion Consideration immediately nrior to

the effective time of the Chanse of Control the Alternative Conversion Consideration and the Common Stock

Conversion Consideration or the Alternative Conversion Consideration as may be applicable to Channe of

Control shall be referred to herein as the Conversion Consideration

In the event that holders of Common Stock have the onnortunitv to elect the form of consideration to be

received in the Change of Control the consideration that the holders of Series Preferred Stock shall receive shall

be the form of consideration elected by the holders of Common Stock who narticinate in the determination based on

the weinhted average of elections and shall be subject to any limitations to which all holders of Common Stock are
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subject includinc without limitation oro rata reductions applicable to any nortion of the consideration navable in

the Chance of Control

The Chance of Control Conversion Date shall be Business Day set forth in the notice of Chance of

Control provided in accordance with Article Section 5iiii below that is no less than 20 days nor more than 35

days after the date on which the Comanv nrovides such notice nursuant to Article Section 5iiii

The Common Stock Price shall be the amount of cash consideration ncr share of Common Stock if

the consideration to be received in the Chance of Control by holders of Common Stock is solely cash and the

averace of the closinc nrices ner share of Common Stock on the NYSE for the ten consecutive tradinc days

immediately precedinc but not includinc the effective date of the Chance of Control if the consideration to be

received in the Chance of Control by holders of Common Stock is other than solely cash

LiÜ No fractional shares of Common Stock shall be issued unon the conversion of shares of Series

Preferred Stock In lieu of fractional shares holders shall be entitled to receive the cash value of such fractional

shares based on the Common Stock Price

thIl Within 15 days followinc the occurrence of Chance of Control unless the Comnanv has

provided notice of its intention to redeem all of the shares of Series Preferred Stock notice of occurrence of the

Chance of Control describinc the resultinc Chance of Control Conversion Richt shall be delivered to the holders of

record of the Series Preferred Stock at their addresses as they annear on the Comnanys stock transfer records and

notice shall be provided to the Comnanvs transfer acent No failure to cive such notice or any defect thereto or in

the mailinc thereof shall affect the validity of the nroceedincs for the conversion of any shares of Series Preferred

Stock excent as to the holder to whom notice was defective or not civen Each notice shall state the events

constitutinc the Chance of Control the date of the Chance of Control the last date on which the holders of

Series Preferred Stock may exercise their Chance of Control Conversion Richt the method and neriod for

calculatinc the Common Stock Price the Chance of Control Conversion Date which shall be Business Day

occurrinc within 20 to 35 days followinc the date of such notice that if prior to the Chance of Control

Conversion Date the Comoration has provided or nrovides notice of its election to redeem all or any nortion of the

shares of Series Preferred Stock the holder will not be able to convert such holders shares of Series Preferred

Stock and such shares of Series Preferred Stock shall be redeemed on the related redemntion date even if they

have already been tendered for conversion Pursuant to the Chance of Control Conversion Richt if applicable

the type and amount of Alternative Conversion Consideration entitled to be received ner share of Series Preferred

Stock the name and address of the pavinc acent and the conversion acent and the nrocedures that the

holders of Series Preferred Stock must follow to exercise the Chance of Control Conversion Richt

The Comnanv shall issue nress release for publication on the Dow Jones Comnanv Inc.

Business Wire PR Newswire or Bloombere Business News or if such orcanizations are not in existence at the time

of issuance of such tress release such other news or nress orcanization as is reasonably calculated to broadly

disseminate the relevant information to the public or nost notice on the Comnanvs website in any event prior to

the openinc of business on the first Business Day followinc any date on which the Comnanv provides notice

Pursuant to Article Section 5iiii above to the holders of Series Preferred Stock

In order to exercise the Chance of Control Conversion Richt holder of Series Preferred Stock

shall be reuuired to deliver on or before the close of business on the Chance of Control Conversion Date the

certificates renresentinc the shares of Series Preferred Stock to the extent such shares are certificated to be

converted duly endorsed for transfer tocether with written conversion notice completed to the Companys

transfer acent Such notice shall state the relevant Chance of Control Conversion Date the number of

shares of Series Preferred Stock to be converted and that the shares of Series Preferred Stock are to be

converted nursuant to the annlicable terms of the Series Preferred Stock Notwithstandinc the forecoinc if the

shares of Series Preferred Stock are held in clobal form such notice shall comnlv with annlicable nrocedures of

The Depository Trust Comnanv DTC
Holders of Series Preferred Stock may withdraw any notice of exercise of Chance of Control

Conversion Richt in whole or in nart by written notice of withdrawal delivered to the Comnanys transfer acent

prior to the close of business on the Business Day orior to the Chance of Control Conversion Date The notice of
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withdrawal must state the number of withdrawn shares of Series Preferred Stock if certificated shares of

Series Preferred Stock have been issued the certificate numbers of the withdrawn shares of Series Preferred

Stock and the number of shares of Series Preferred Stock if any which remain subject to the conversion

notice Notwithstanding the forcaom if the shares of Series Preferred Stock are held in alobal form the notice

of withdrawal shall comnlv with anolicable irocedures of DTC

fjj Shares of Series Preferred Stock as to which the Chanue of Control Conversion Riaht has been

roierlv exercised and for which the conversion notice has not been nronerlv withdrawn shall be converted into the

applicable Conversion Consideration in accordance with the Chanae of Control Conversion Ritht on the Chanae of

Control Conversion Date unless nrior to the Chaune of Control Conversion Date the Comoanv has provided or

provides notice of its election to redeem such shares of Series Preferred Stock whether Pursuant to its Optional

Redemntion Riaht or Special Ononal Redemution Riaht If the Comnanv elects to redeem shares of Series

Preferred Stock that would otherwise be converted into the alicab1e Conversion Consideration on Chanae of

Control Conversion Date such shares of Series Preferred tock shall not be so converted and the holders of such

shares shall be entitled to receive on the anplicable redemntion date $25.00 per share nlus any accumulated and

unpaid dividends thereon to but not including the redemntion date

Lxiii The Comanv shall deliver the applicable Conversion Consideration no later than the third

Business Day followin2 the Chanae of Control Conversion Date

fj Notwithstanding anvthina to the contrary contained herein no holder of shares of Series

Preferred Stock will be entitled to convert such shares of Series Preferred Stock into shares of Common Stock to

the extent that receipt of such shares of Common Stock would cause any Person to Beneficially Own shares of

Common Stock in excess of the Ownershin Limits

Restriction on Transfer Acquisition and Redemution of Shares The Series Preferred Stock is

subject to the nrovisions of this Section 5ff of Article

Section Definitions For the purposes of this Article VHTV Section 5ffl the following terms

shall have the following meanings

lionenciat uwnerunip snaii mean ownership of Equity Stock by Person who would be treated as an

owner of such Equity Stock under Section 542aX2 of the Code either directly or constructively through the

application of Section 544 of the Code modified by Section 856hlB of the Code The terms Beneficial

Beneficially Own and Beneficially Owned shall have the correlative meanings

Beneficiary ohall mean the beneficiary or me rust as aetermmea pursuant to eouon oi mis irucie VIII

Equity Stock shall mean any class of stock of the Company.Existing Ho1derEXISTING HOLDER shall mean any

Series Person who is or would be upon the exchange of any security of the Company the Series Beneficial Owner of Equity

Stock in excess of the Series Ownership Limit both upon and immediately after the closing of the Initial Public Offering so long as

but only so long as such Series Person Series Beneficially Owns or would Series Beneficially Own upon the exchange of any

security of the Company Equity Stock in excess of the Series Ownership Limit and ii any Series Person to whom an Existing

Holder Series Transfers subject to the limitations provided in this Article VHJV Section 5i Series Beneficial Ownership of

Equity Stock causing such transferee to Series Beneficially Own Equity Stock in excess of the Series Ownership Limit

Existing Holder LimitEXISTING HOLDER LIMIT for any Existing Holder who is an Existing

Holder by virtue of clause of the definition thereof shall mean initially the percentage of the outstanding Equity

Stock Series Beneficially Owned or which would be Series Beneficially Owned upon the exchange of any

security of the Company by such Existing Holder upon and immediately after the date of the closing of the Initial

Public Offering and after any adjustment pursuant to Section 95flix of this Article Viii shall mean such

percentage of the outstanding Equity Stock as so adjusted and ii for any Existing Holder who becomes an Existing

Holder by virtue of clause iiof the definition thereof shall mean initially the percentage of the outstanding Equity

Stock Series Beneficially Owned by such Existing Holder at the time that such Existing Holder becomes an

Existing Holder but in no event shall such percentage be greater than the Existing Holder Limit for the Existing

Holder who Series Transfers Series Beneficial Ownership of the Equity Stock or in the case of more than one
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transferor in no event shall such percentage be greater than the smallest Existing Holder Limit of any transferring

Existing Holder and after any adjustment pursuant to Section 95iix of this Article VllI shall mean such

percentage of the outstanding Equity Stock as so adjusted From the date of the Initial Public Offering and until the

Series Restriction Termination Date the Secretary of the Company shall maintain and upon request make

available to each Existing Holder schedule which sets forth the then current Existing Holder Limits for each

Existing Holder

Initial Public OfferingiNITIAt PUBLIC OFFERING means the sale of shares of Common Stock in

public offering pursuant to the Companys firsteffective registration statement for such Common Stock filed under

the Securities Act of 1933 as amended

Ownership LimitSERIES BENEFICIAL OWN11SII1P shall mean ownershin of Euuitv Stock by

Person who would be treated as an owner of such Eamtv Stock under Section 542a2I of the Lode either directly

or constructively throu2h the arrnlication of Section 544 of the Code as modified by Section 856hflB of the

Code The terms Series Beneficial Owner Series Beneficially Owns Series Beneficially Own and

Series Beneficially Owned shall have the correlative meaniiws

SERIES BENEFICIARY shall mean the beneficiary of the Series Trust as determined nursuant to

Section 5ixv of this Article

SERIES OWNERSHIP LIMIT shall initially mean 9.8% in number of shares or value of the

outstanding Equity Stock of the Company and after any adjustment as set forth in Section 4-O5ffx_of this Article

Will shall mean such greater percentage of the outstanding Equity Stock as so adjusted The number and value of

shares of the outstanding Equity Stock of the Company shall be determined by the Board of Directors in good faith

which determination shall be conclusive for all purposes hereof

PersonSERIES PERSON shall mean an individual corporation partnership limited liability

company estate trust including trust qualified under Section 401a or 50 1c1 of the Code portion of trust

permanently set aside for or to be used exclusively for the purposes described in Section 642c of the Code

association private foundation within the meaning of Section 509a of the Code joint stock company or other

entity but does not include an underwriter which participated in public offering of the Equity Stock for period of

90 days following the purchase by such underwriter of the Equity Stock

Purported Beneficial TransferceSERlES PURPORTED BENEFICIAL TRANSFEREE shall mean

with respect to any purported Series Transfer which results in Excess Stock as defined in Section 3-5iYiii of this

Article WIll the purported beneficial transferee for whom the Series Purported Record Transferee would have

acquired shares of Equity Stock if such Series Transfer had been valid under Section 5iii of this Article

3LI4

Purported Record TransfereeSERWS PURPORTED RECORD TRANSFEREE shall mean with

respect to any purported Series Transfer which results in Excess Stock as defined below in Section 5iiii of

this Article 4II1 the purported record transferee of the Equity Stock who would have acquired such record

ownership of shares of Equity Stock if such Series Transfer had been valid under Section 5flii of this Article

Restriction Termination DateSERIES RESTRICTION TERMINATION DATE shall mean the first

day after the date of the Initial Public Offering on which the Board of Directors of the Company determines that it is

no longer in the best interests of the Company to attempt to or continue to qua1if as REIT

TroruferSERlES TRANSFER shall mean any sale issuance transfer gift assignment devise or

other disposition of Equity Stock including the granting of any option or entering into any agreement for the

sale transfer or other disposition of Equity Stock ii the sale transfer assignment of other disposition of any

securities or rights convertible into or exchangeable for Equity Stock but excluding the exchange of any security of

the Company for Equity Stock iii any transfer or other disposition of any interest in Equity Stock as result of

change in the marital status of the holder thereof whether voluntary or involuntary whether of record or

beneficially including but not limited to transfers of interests in other entities which result in changes in beneficial
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ownership of Equity Stock and whether by operation of law or otherwise and iv the issuance by the Company of

Equity Stock The tenns Series Transfers and Series Transferred shall have the correlative meanings

TsutSERIES TRUST shall mean the trust created pursuant to Section -145ixv of this Article

VI
TrusteeSERIES TRUSTEE shall mean the Company as trustee for the Series Trust and any

successor trustee appointed by the Company

Section Ownership Limitation

aSubject to Section 205ixx of this Article VIII except as provided in Section

4.5flx_of this Article 4II from the date of the Initial Public Offering and prior to the Series

Restriction Termination Date no Series Person other than an Existing Holder shall Series

Beneficially Own shares of Equity Stock in excess of the Series Ownership Limit and no Existing Holder

shall Series Beneficially Own shares of Equity Stock in excess of the Existing Holder Limit for such

Existing Holder

by-Subject to Section 205fflxx of this Article VfflY except as provided in Sections

95iix and -l-25ixii of this Article WII from the date of the Initial Public Offering and prior to the

Series Restriction Termination Date any Series Transfer that if effective would result in any Series

Person other than an Existing Holder Series Beneficially Owning Equity Stock in excess of the Series

Ownership Limit shall be void ab initio as to the Series Transfer of such shares of Equity Stock which

would be otherwise Series Beneficially Owned by such Series Person in excess of the Series

Ownership Limit and the intended transferee shall acquire no rights in such shares of Equity Stock

eSubject to Section 205ixx of this Article VIY except as provided in Sections

95iix and -l-25fflxii of this Article VIII from the date of the Initial Public Offering and prior to the

Series Restriction Termination Date any Series Transfer that if effective would result in any Existing

Holder Series Beneficially Owning Equity Stock in excess of the applicable Existing Holder Limit shall

be void ab initio as to the Series Transfer of such shares of Equity Stock which would be otherwise

Series Beneficially Owned by such Existing Holder in excess of the applicable Existing Holder Limit

and such Existing Holder shall acquire no rights in such shares of Equity Stock

dSubject to Section 205iHxx of this Article VHI except as provided in Section

4-2Sections 5iix and 5ixii of this Article Vffl from the date of the Initial Public Offering and prior

to the Series Restriction Termination Date any Series Transfer that if effective would result in the

Equity Stock being beneficially owned as provided in Section 85 6a of the Code by less than 100 Series

Persons determined without reference to any rules of attribution shall be void ab initio as to the Series

Transfer of such shares of Equity Stock which would be otherwise beneficially owned as provided in

Section 85 6a of the Code by the transferee and the intended transferee shall acquire no rights in such

shares of Equity Stock

11 e-Subject to Section 20 of this Article VIII from the date of the Initial Public Offering

and prior to the Restriction Termination Date any5ixx of this Article excent as urovided in Sections

5iix and 5ixii of this Article any Series Transfer that if effective would result in the Company

being closely held within the meaning of Section 856h of the Code or would otherwise result in the

Company failing to qualify as REIT including but not limited to Series Transfer or other event that

would result in the Company owning an interest in tenant that is described in Section 856d2B of the

Code if the income derived by the Company from such tenant would cause the Company to fail to satisfy

any of the gross income requirements of Section 856c of the Code shall be void ab initio as to the Series

Transfer of the shares of Equity Stock which would cause the Company to be closely held within

the meaning of Section 856h of the Code or ii otherwise to fail to qualify as REIT as the case may

be and the intended transferee shall acquire no rights in such shares of Equity Stock

Section Excess Stock
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iA EaIf notwithstanding the other provisions contained in this Section 511 of Article

Vffl at any time after the date of the Initial Public Offering and prior to the Series Restriction

Termination Date there is purported Series Transfer or other change in the capital structure of the

Company such that any Series Person would Series Beneficially Own Equity Stock in excess of the

applicable Series Ownership Limit or Existing Holder Limit then except as otherwise provided in

Sections 95i1ixl and 445ilxii of this Article Vffl such shares of Equity Stock in excess of such Series

Ownership Limit or Existing Holder Limit rounded up to the nearest whole share shall constitute

Excess Stock and be treated as provided in this Section 5i of Article Viii Such designation and

treatment shall be effective as of the close of business on the business day prior to the date of the purported

Series Transfer or change in capital structure

hIf notwithstanding the other provisions contained in this Section 51 of Article

Lffli at any time after the date of the Initial Public Offering and prior to the Series Restriction

Termination Date there is purported Series Transfer or other change in the capital structure of the

Company which if effective would cause the Company to become closely held within the meaning of

Section 85 6h of the Code then the shares of Equity Stock being Series Transferred which would cause

the Company to be closely held within the meaning of Section 856h of the Code rounded up to the

nearest whole share shall constitute Excess Stock and be treated as provided in this Section 5i of Article

Viii Such designation and treatment shall be effective as of the close of business on the business day

prior to the date of the purported Series Transfer or change in capital structure

jj Section Prevention of Series Transfer Subject to Section 205ixx of this Article Viii
if the Board of Directors or its designee shall at any time determine in good faith that purported Series Transfer

has taken place in violation of Section 5iiiof this Article VIII or that Series Person intends to acquire

Series Beneficial Ownership determined without reference to any rules of attribution or Series Beneficial

Ownership of any shares of stock of the Company in violation of Section 5iiiof this Article VIH the Board of

Directors or its designee shall take such action as it deems advisable to enforce this Section 51 of Article Viii by

refusing to give effect to or to prevent such proposed or purported Series Transfer including but not limited to

refusing to give effect to any purported Series Transfer on the books of the Company or instituting proceedings to

enjoin any proposed Series Transfer provided however that any purported Series Transfers in violation of

Sections .jiir-iii iC and of this Article Viii shall automatically result in the designation and

treatment described in Section 5iiii of this Article Viii irrespective of any action or non-action by the Board

of Directors

Section Notice to the Company Any Series Person who purports to acquire shares in

violation of Section 2511u of this Article Viii or any Series Person who is Series Purported Beneficial

Transferee or Series Purported Record Transferee such that Excess Stock results under Section 5iiii of this

Article Vffl shall immediately give notice to the Company or in the event of proposed Series Transfer give

at least 15 days prior written notice to the Company of such proposed Series Transfer and in either event shall

provide to the Company such other information as the Company may request in order to determine the effect if any
of such purported or proposed Series Transfer on the Companys status as REIT

fj1 Section Information for the Company From the date of the Initial Public Offering and prior

to the Series Restriction Termination Date

a3Every Series Beneficial Owner of more than 9.8% or such other percentage

between 0.5% and 9.8% as provided in the income tax regulations promulgated under the Code of the

number or value of outstanding shares of Equity Stock of the Company shall within 30 days after January

of each year give written notice to the Company stating the name and address of such Series

Beneficial Owner the number of shares Series Beneficially Owned and description of how such shares

are held Each such Series Beneficial Owner shall provide to the Company such additional information

as the Company may reasonably request in order to determine the effect if any of such Series Beneficial

Ownership on the Companys status as REIT
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Eb3Each Series Person who is Series Beneficial Owner of Equity Stock and each

Series Person including the stockholder of record who is holding Equity Stock for Series Beneficial

Owner shall provide to the Company such information that the Company may reasonably request in order

to determine the Companys status as REIT to comply with the requirements of any taxing authority or

governmental agency or to determine any such compliance

fj Section Other Action by the Board Nothing contained in this Section 5i of Article VIII
shall limit the authority of the Board of Directors to take such other action as it deems necessary or advisable to

protect the Company and the interests of its stockholders by preservation of the Companys status as REIT

fjjj Section Ambiguities In the case of an ambiguity in the application of any of the provisions of

this Section 5ff of Article VIII including any definition contained in Section 4-5ii of this Article the Board

of Directors shall have the power to determine the application of the provisions of this Section 5ff of Article VHI
with respect to any situation based on the facts known to it

Section Modification of Existing Holder Limits The Existing Holder Limits may be modified

as follows

aSubject to the limitations provided in Section 445ixi_of this Article VifiM the

Board of Directors of the Company may grant stock options which result in Series Beneficial Ownership

of Equity Stock by an Existing Holder pursuant to stock option plan approved by the Board of Directors

and/or the stockholders of the Company Any such grant shall increase the Existing Holder Limit for the

affected Existing Holder to the maximum extent possible under Section 445fflxi_of this Article Viii to

permit the Series Beneficial Ownership of the shares of Equity Stock issuable upon the exercise of such

stock option

bSubject to the limitations provided in Section -l-l-5ixi_of this Article Viii an

Existing Holder may elect to participate in dividend reinvestment program approved by the Board of

Directors of the Company which results in Series Beneficial Ownership of Equity Stock by such

participating Existing Holder wherein those Existing Holders holding Equity Stock are entitled to purchase

additional Equity Stock Any such participation shall increase the Existing Holder Limit for the affected

Existing Holder to the maximum extent possible under Section -l45ixi of this Article to permit Series

Beneficial Ownership of the shares of Equity Stock acquired as result of such participation

1i Ee-The Board of Directors will reduce the Existing Holder Limit for any Existing Holder

after any Series Transfer permitted in this Section 5ff of Article Vhll by such Existing Holder by the

percentage of the outstanding Equity Stock so Series Transferred or after the lapse without exercise of

stock option described in Section ijixlAof this Article Viii by the percentage of the Equity Stock

that the stock option if exercised would have represented but in either case no Existing Holder Limit shall

be reduced to percentage which is less than the Series Ownership Limit

L1 dSubject to the limitations provided in Section 445ixi_of this Article Viii the

Board of Directors may grant waiver of the Series Ownership Limit of Existing Holder Limit pursuant

to Section 445ixii of this Article VHI Any such waiver shall increase or create the Existing Holder

Limit for such Series Person to the extent of the waiver of the proposed or purported Series Transfer

Section 10 Increase in Series Ownership Limit Subject to the limitations provided in Section

-145ff Hxi of this Article VIIi and Section 65ivi of Article Viiithe Board of Directors may from time to time

increase or decrease the Series Ownership Limit provided however that any decrease may only be made

prospectively as to subsequent holders other than decrease as result of retroactive change in existing law in

which case such decrease shall be effective immediately

12j1 Section 11 Limitations on Changes in Existing Holder and Series Ownership Limits

aNeither the Series Ownership Limit nor any Existing Holder Limit may be

increased nor may any additional Existing Holder be created if after giving effect to such increase or
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creation five Series Beneficial Owners of Common Stock including all of the then Existing Holders

could Series Beneficially Own in the aggregate more than 50.0% in number or value of the outstanding

shares of Equity Stock

Eb-Prior to the modification of any Existing Holder Limit or Series Ownership Limit

pursuant to Section 95iix or -l-5ix_ofthis Article Vifil the Board of Directors of the Company may

require such opinions of counsel affidavits undertakings or agreements as it may deem necessary or

advisable in order to determine or ensure the Companys status as REIT

LQl eNo Existing Holder Limit shall be reduced to percentage
which is less than the

Series Ownership Limit

jj Section 12 Waivers by Board The Board of Directors upon receipt of ruling from the Internal

Revenue Service or an opinion of counsel or other evidence satisfactory to the Board of Directors and upon at least

15 days written notice from transferee of purported
Series Transfer or proposed Series Transfer which if

consummated would result in the intended transferee Series Beneficially Owning shares in excess of Series

Ownership Limit or Existing Holder Limit as the case may be and upon such other conditions as the Board of

Directors may direct may waive the Series Ownership Limit or the Existing Holder Limit as the case may be

with respect to such transferee

fjjj Section 13 Legend Each certificate for sharesof Equity Stock shall bear substantially the

following legend

The securities represented by this certificate are subject to restrictions on transfer for the

purpose
of the Companys maintenance of its status as real estate investment trust under

the Intemal Revenue Code of 1986 as amended Except as otherwise provided pursuant

to these Articles of the Company no Series Person may Series Beneficially Own

shares of Equity Stock in excess of 9.8% or such greater percentage as may be

determined by the Board of Directors of the Company of the number or value of the

outstanding Equity Stock of the Company unless such Series Person is an Existing

Holder Any Person who purports or proposes to Series Beneficially Own shares of

Equity Stock in excess of 9.8% or such greater percentage as may be determined by the

Board of Directors of the Company of the number or value of the outstanding Equity

Stock of the Company unless such Series Person is an Existing Holder is in violation

of the restrictions on transfer and any securities so transferred shall be designated as

Excess Stock and held in trust by the Company Any Series Person who purports or

proposes to Series Beneficially Own shares of Equity Stock in excess of the above

limitations must notify the Company in writing immediately in the case of purported

Series Transfer and at least 15 days prior to proposed Series Transfer All

capitalized terms in this legend have the meanings defined in these Articles of the

Company copy of which including the restrictions on transfer will be sent without

charge to each stockholder who so requests
If the restrictions on transfer are violated the

securities represented hereby will be designated and treated as shares of Excess Stock

which will be held in trust by the Company

Section Severability If any provision of this Section 5i of Article Will or any application

of any such provision is determined to be void invalid or unenforceable by any court having jurisdiction over the

issue the validity and enforceability of the remaining provisions shall be affected only to the extent necessary to

comply with the determination of such court

Section 15 Series Trust for Excess Stock Upon any purported Series Transfer that results

in Excess Stock pursuant
to Section 5iiii of this Article Will such Excess Stock shall be deemed to have been

transferred to the Company as Series Trustee of Series Trust for the benefit of such Series Beneficiary or

Series Beneficiaries to whom an interest in such Excess Stock may later be transferred pursuant to Section

-l-85Ixviii of this Article Will Shares of Excess Stock so held in trust shall be issued and outstanding stock of

the Company The Series Purported Record Transferee shall have no rights in such Excess Stock except the right
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to designate Series Beneficiary of an interest in the Series Trust representing the number of shares of Excess

Stock held by the Sthes Trust attributable to purported Series Transfer that resulted in the Excess Stock upon

the terms specified in Section 45ixviii of this Article VII The Series Purported Beneficial Transferee shall

have no rights in such Excess Stock except as provided in Section 485ixviii of this Article VIII

Section 16 No Distributions for Excess Stock The holder of any Excess Stock or any

beneficiary of the Series Trust established pursuant to Section -145flxv of this Article shall not be entitled

to any distributions whether as dividends or as distributions upon liquidation dissolution or winding up Any

dividend or distribution paid prior to the discovery by the Company that the shares of Equity Stock have been Series

Transferred so as to be deemed Excess Stock shall be repaid to the Company upon demand

LiU Section 17 No Voting Rights for Excess Stock The Series Purported Record Transferee of

shares of Excess Stock shall not be entitled to vote on any matter with respect to those shares of Excess Stock

xviii Section 18 Non-Transferabffity of Excess Stock Excess Stock shall not be transferable The

Series Purported Record Transferee may freely designate Series Beneficiary of an interest in the Series

Trust representing the number of shares of Excess Stock held by the Series Trust attributable to purported

Series Transfer to purported Series Record Transferee that resulted in the Excess Stock if the shares of

Excess Stock held in the Series Trust would not be Excess Stock in the hands of such Series Beneficiary and

ii the Series Purported Beneficial Transferee does not receive price for designating such Series Beneficiary

that reflects price per share for such Excess Stock that exceeds the price per
share such Series Purported

Beneficial Transferee paid for the Equity Stock in the purported Series Transfer that resulted in the Excess Stock

or if the Series Purported Beneficial Transferee did not give value for such Excess Stock through gift

devise or other transaction price per share equal to the Market Price for the shares of the Excess Stock on the date

of the purported Series Transfer that resulted in the Excess Stock Upon such transfer of an interest in the Trust

the corresponding shares of Excess Stock in the Series Trust shall be automatically exchanged for an equal

number of shares of Equity Stock and such shares of Equity Stock shall be transferred of record to the transferee of

the interest in the Series Trust if such shares of Equity Stock would not be Excess Stock in the hands of such

transferee Prior to any transfer of any interest in the Series Trust the Series Purported Record Transferee must

give advance notice to the Company of the intended transfer and the Company must have waived in writing its

purchase rights under Section 4-95i1xix of this Article VIll

Notwithstanding the foregoing if Series Purported Beneficial Transferee receives price for

designating Series Beneficiary of an interest in the Series Trust that exceeds the amounts allowable under this

Section 45ixviiil of this Article VIII such Series Purported Beneficial Transferee shall pay or cause such

Series Beneficiary to immediately pay such excess to the Company If any of the foregoing restrictions on

transfer of Excess Stock are determined to be void invalid or unenforceable by any court of competent jurisdiction

then the Series Purported Record Transferee may be deemed at the option of the Company to have acted as an

agent of the Company in acquiring such Excess Stock and to hold such Excess Stock on behalf of the Company

Section 19 Call by Company on Excess Stock Shares of Excess Stock shall be deemed to have

been offered for sale to the Company or its designee at price per share equal to the lesser of the price per

share in the transaction that created such Excess Stock or in the case of devise or gift the Market Price at the

time of such devise or gift and ii the Market Price of the Equity Stock to which such Excess Stock relates on the

date the Company or its designee accepts such offer The Company shall have the right to accept such offer for

period of 90 days after the later of the date of the Series Transfer which resulted in such Excess Stock and

ii the date the Board of Directors determines in good faith that Series Transfer resulting in Excess Stock has

occurred if the Company does not receive notice of such Series Transfer pursuant to Section 5Q.I.y.1 of this

Article Villi but in no event later than pennitted Series Transfer pursuant to and in compliance with the terms

of Section 4-g5ixviii of this Article VIIIY

Section 20 Settlement Nothing in this Section 5i of Article V1111 shall preclude the settlement

of any transaction entered into through the facilities of the New York Stock ExohangeNYSE or any other national

securities exchange or automated inter-dealer quotation system
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Article IX

INVESTMENT RESTRICTIONS

The investment policies set forth in this Artiele LX shall be approved by majority of the Independent Directors Subject to

the resnietions contained herein such Independent Diceetors may alter the investment policies if they determine that such change is in

the best interests of the Company The Company shall not make investments in any foreign eurreney or bullion ii short pales

and iiiany security in any entity holding investments or engaging in activities prohibited by these Articles

In addition to other investment restrictions imposed by the Directors from time to time consistent with the Companys

objective to qualify as REIT the Company will observe the following restrictions on its investments

5eiJnn Preemutive Ri2hts Excent as may be nroyided by the Board of Directors in settine the terms of classified

or reclassified shares of stock oursuant to these Articles or as may otherwise be urovided by contract annroved by the Board of

Directors no holder of shares of stock of the Comnanv shall have any ureemotive riuht to nurchase or subscribe for any additional

shares of the stock of the Comnanv or any other security of the Comoanv that the Comnanv may issue or sell

ARTICLE VI

BOARD OF DIRECTORS

Section Number and Classification The number of Directors of the Comnanv shall be set by or determined in the

manner provided in the Bylaws of the Comnanv as amended the Bv1aws but shall never be less than the minimum number

reauired by the MGCL There are currently Directors and the names of the Directors currently in office who shall serve until their

successors are duly elected and qualify are

II

Section Authorization by Board of Stock Issuance The Board of Directors of the Comnanv may authorize the

issuance from time to time of shares of its stock of any class or series whether now or hereafter authorized or securities or richts

convertible into shares of its stock of any class or series whether now or hereafter authorized for such consideration as the Board of

Directors ma deem adyisable or without consideration in the case of stock snlit or stock diyidend subject to such restrictions or

limitations if any as may be set forth in these Articles or the Bylaws or under Maryland Law

Section Indemnification

Not more than 10% of the Companys total assets will be invested in unimproved real property or mortgage

loans on unimproved real property For purposes of this paragraph unimproved real properties does not include properties

under construction under contract for development or plan for development within one year the maximum extent

nermitted by Maryland law in effect from time to time the Comnanv shall indenmifv and without reouirinc orelimmarv

determination of the ultimate entitlement to indemnification shall nay or reimburse reasonable exoenses in advance of final

disposition of uroceedinc to any individual who is oresent or former Director or officer of the Comoanv and who is

made or threatened to be made nartv to the oroceedina by reason of his or her service in that canacity or iii any individual

who while Director or officer of the Comoanv and at the reauest of the Comnanv serves or has served as Director

officer partner trustee member or manacer of another cornoration real estate investment trust limited liability company

oartnershin joint venture trust emulovee benefit nlan or other enternrise and who is made or threatened to be made Dart

to the nroceedinc by reason of his or her service in that caoacitv each an Indemnified Partv The riahts to indemnification

and advance of exoenses provided by these Articles shall vest immediately unon election of Director or officer The

Comoanv may with the annroval of the Board of Directors nrovide such indemnification and advance for exoenses to an

individual who served oredecessor of the Comoanv in any of the capacities described in aS or above and to any

emniovee or anent of the Comnanv or uredecessor of the Comnanv The indemnification and oavment or reimbursement of

exoenses urovided in these Articles shall not be deemed exclusive of or limit in any way other riahts to which any

Indemnified Party may be or may become entitled under any bylaw resolution insurance aareement or otherwise.

The Company may not invest in commodities or commodity future contracts Such limitation is not

intended to apply to interest rate futures when used solely for hedging purposes Comnanv shall have the nower to

purchase and maintain insurance on behalf of an Indemnified Party aaainst any liability asserted which was incurred in any
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such capacity with the Comnanv or arising out of such status Nothing contained herein shall constitute waiver by any

Indemnified Party of any right which he she or it may have against any parts under federal or state securities laws

The Company shall not invest in or make mortgage loans unless an appraisal is obtained concerning the

underlying property Mortgage indebtedness on any prope shall not exceed such propes appraised value In cases in

which the majority of Independent Directors so determine and in all cases in which the mortgage loan involves the Directors

or any Affiliates such appraisal must be obtained from an Independent Expert conceming the underlying property The

appraisal shall be maintained in the Companys records for at least five years and shall be available for inspection and

duplication by any Stockholder In addition to the appraisal mortgagees or owners title insurance policy or commitment

as to the priority of the mortgage or condition of the title must be obtained The Company may not invest in real estate

contracts of sale otherwise known as land sale contracts amendment of these Articles or reneal of any of its provisions

shall limit or eliminate the right of indemnification provided hereunder with resnect to acts or omissions occurrina nrior to

such amendment or reneal

The Company may not make or invest in mortgage loans including construction loans on any one property

if the aggregate amount of all mortgage loans outstanding on the property including the loans of the Company would exceed

an amount equal to 85% of the appraised value of the property as determined by appraisal unless substantial justification

exists because of the presence of other underwriting criteria provided that such loans would in no event exceed the appraised

value of the property at the date of the loans

The Company may not make or invest in any mortgage loans that are subordinate to any mortgage or equity

interest of any Director or Affiliates thereof

The Company shall not invest in equity securities unless majority of the Directors including majority of

the Independent Directors not otherwise interested in such transaction approves the transaction as being fair competitive and

commercially reasonable Investments in entities affiliated with any Directors or Affiliates thereof are subject to the

restrictions on joint venture investments Notwithstanding these restrictions the Company may purchase its own securities

when traded on seconda market or on national securities exchange or market if majority of the Directors including

majority of the Independent Directors determine such purchase to be in the best interests of the Company

The Company shall not issue redeemable equity securities debt securities unless the historical debt

service coverage in the most recently completed fiscal year as adjusted for known charges is sufficient to properly service

the higher level of debt iiioptions or warrants to purchase Shares to any Directors or their Affiliates except on the same

terms as sold to the general public provided that the Company may issue options or warrants to persons not affiliated with

the Company at exercise prices not less than the fair market value of such securities on the date of grant and for consideration

which may include securities that in the judgment of the Independent Directors have market value not less than the value

of such option on the date of grant options or warrants issuable to Directors or Affiliates thereof shall not exceed an amount

equal to ten percent 10% of the outstanding Shares on the date of grant of any options or warrants or issue Shares on

deferred payment basis or similar arrangement

To the extent the Company invests in real property majority of the Directors shall determine the

consideration paid for such real property based on the fair market value of the property If majority of the Independent

Directors determine or if the real property is acquired from any Director or Affiliates thereof such fair market value shall be

detennined by qualified independent real estate appraiser selected by the Independent Directors

The Company may not invest in indebtedness herein called Junior Debt secured by mortgage on real

property which is subordinate to the lien of other indebtedness herein called Senior Debt except where the amount of

such Junior Debt plus the outstanding amount of the Senior Debt does not exceed 90% of the appraised value of such

property if after giving effect thereto the value of all such investments of the Company as shown on the books of the

Company in accordance with generally accepted accounting principles after all reasonable reserves but before provision for

depreciation would not then exceed 25% of the Companys tangible assets The value of all investments in Junior Debt of

the Company which does not meet the aforementioned requirements would be limited to 10% of the Companys tangible

assets which would be included within the 25% limitationk

1g as compared with
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engage in underwriting --the agency distribution of

Article

ACCESS TO RECORDS

Any Stockholder and any designated representative thereof shall be permitted access to all records of the Company at all

reasonable times and may inspect and copy any of them for the purposes specified below Inspection of the Companys books and

records by state securities administrator shall be provided upon reasonable notice and during normal business hours In addition an

alphabetical list of names addresses and business telephone numbers of the Stockholders of the Company along with the number of

Shares held by each of them the Stockholder List shall be maintained and updated quarterly as part of the books and records of the

Company and shall be available for inspection by any Stockholder or the Stockholders designated agent at the business office of the

Company upon the request of the Stockholder copy of the Stockholder List shall be mailed to any Stockholder requesting the

Stockholder List within ten days of the request The copy of the Stockholder List shall be printed in alphabetical order on white paper

and in readily readable type size in no event smaller than 10 point type The Company may impose reasonable charge for

expenses
incurred in reproducing suoh list The permitted purposes

for which Stockholder may request copy of the Stockholder

List include without limitation matters relating to Stockholders voting rights under these Articles and the exercise of Stockholders

rights under federal proxy laws If the Directors of the Company neglect or refuse to exhibit produce or mail copy of the

Stockholder List as requested in accordance with and as required by applicable law and these Articles the Directors shall be liable to

any Stockholder requesting the Stockholder List for the costs including reasonable attomeys fees incurred by that Stockholder for

compelling the production of the Stockholder List and for actual damages suffered by any Stockholder by reason of such refusal or

neglect It shall be defense to such liability that the actual purpose and reason for the requests for inspection or for copy of the

Stockholder List is to secure such list of Stockholders or other information for the purpose
of selling such Stockholder List or copies

thereof or of using the same for commercial purpose or other purpose not in the interest of the applicant as Stockholder relative to

the affairs of the Company The Company may require the Stockholder requesting
the Stockholder List to represent that the

Stockholder List is not requested for commercial purpose
unrelated to the Stockholders interest in the Company The remedies

provided hereunder to Stockholders requesting copies of the Stockholder List are in addition to and shall not in any way limit other

remedies available to Stockholders under federal law or the laws of any state

Article XI

REPORTS MU MEETDiCS

Each year within 120 days after the close of its fiscal year an annual report of the Company will be submitted to each

Stockholder concerning its operations for each prior fiscal year ending after the Initial Public Offering which contains financial

statements prepared in accordance with generally accepted accounting principles which are audited and reported on by independent

certified public accountants The annual report shall also incLude the ratio of the costs of raising capital during the period to the

capital raised ii the Total Operating Expenses of the Company stated as percentage of Average Invested Assets and as

percentage of Net Income iii report from the Independent Directors that the policies being followed by the Company are in the

best interests of the Stockholders and the basis for such determination and iv separately stated full disclosure of all material terms

factors and circumstances surrounding any and all transactions involving the Company the Directors and any Affiliates thereof

occurring in the year for which the annual report is made Independent Directors shall examine and comment in the annual report on

the fairness of all transactions involving the Company The annual report shall be mailed or delivered to each Stockholder as of

record date after the end of such fiscal year There shall be an annual meeting of the Stockholders of the Company upon reasonable

notice and within reasonable period not less than 30 days following delivery of the annual report but within six months after the

end of each fiscal year The Directors including the Independent Directors are required to take reasonable steps to insure that the

requirements of this Article XI are met

Article XII

CONVERSION TRANSACTIONS

Notwithstanding any provision to the contrary in these Articles and subject to the restrictions on Roll Ups described in

Article XIII Stockholders representing 66% in interest of the Shares and all the Independent Directors must approve certain exchange

offers mergers consolidatiÆns or similar transactions involving the Company in which the Stockholders receive securities in

surviving entity having substantially longer duration or materially different investment objectives and policies or that provides

significantly greater compensation to management from that which is described in the Prospectus except for any such transaction

effected because of changes in applicable law or to preserve tax advantages for majority in interest of the Stockholders Standards

such as substantially longer life materially different investment objectives and policies or provides significantly greater
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1w the Directors majority of whom

independent

Article XIII

ROLL UPS

Section Reserved Powers of Board of Directors The enumeration and defmition of particular nowers of the

Board of Directors included in these Articles shall not be construed or deemed by inference or otherwise in any manner to exclude or

limit the nowers conferred unon the Board of Directors under the MGCL as now or hereaftçr in force

Section Determinations by Board of Directors The determination as to any of the followinc matters made in

coed faith by or nursuant to the direction of the Board of Directors shall be fmal and conclusive and shall be bindinc unon the

Comnanv and every holder of shares of its stpck the amount of the net income of the Comnanv for any period and the amount of

assets at any time lecallv available for the navment of dividends redemption of its stock or the Payment of other distributions on its

stock ii the amount of naid-in surplus net assets other surplus annual or other cash flow funds from operations net profit net

assets in excess of canital undivided nroflts or excess of urofits over losses on sales of assets iii the amount nurcose time of

creation increase or decrease alteration or cancellation of any reserves or charces and the oroorietv thereof whether or not any

oblication or liability for which such reserves or charces shall have been created shall have been paid or discharaed iv any

internretation or resolution of any ambicuitv with resnect to any provision of these Articles includinc the terms preferences

conversion or other richts votinc nowers or richts restrictions limitations as to dividends or other distributions qualifications or

terms or conditions of redemption of any class or series of Equity Stock or the Bylaws the fair value or any sale bid or asked

once to be anolied in determininc the fair value of any asset owned or held by the Comnanv or of any Equity Stock vi the number

of shares of any class vii any matter relatinc to the acauisition holdinc and disposition of any assets by the Company viii any

matter relatinc to the qualification of the Comoanv as REIT or election of different tax status for the Company ix any

intemretatjon of the terms and conditions of one or more acreements with any person comoration association company trust

oprtnershjo limited or ceneral or other organization or any other matter relatinc to the business and affairs of the Comoanv or

reauired or nernitted by annlicable law thesç Articles the Bylaws or otherwise to be determined by the Board of Directors provided

however that any determination by the Board of Directors as to any of the precedinc matters shall not render invalid or imnroner any

action taken or omitted nrior to such determination and no Director shall be liable for makina or failinc to make such determination

Section REIT Ouplification The Board of Directors shall use its reasonable best efforts to cause the Comanv to

qualify for U.S federal income tax treatment in accordance with the provisions of the Code applicable to REIT In furtherance of the

forecoinc the Board of Directors shall use its reasonable best efforts to take such actions as are necessary and may take such actions

as in its sole iudcment and discretion are desirable to preserve the status of the Comanv as REIT provided however that if

majority of the Board of Directors determines that it is no loncer in the best interest of the Comnanv to continue to qualify as REIT
the Board of Directors may revoke or otherwise terminate the Companys REIT election nursuant to Section 856c of the Code The

Board of Directors also may determine that compliance with any restriction or limitation on stock ownership and transfers set forth in

Article VII is no loncer required for REIT qualification

SectIon Authorization by Board of Stock Issuance The Board of Directors may authorize the issuance from time

to time of shares of stock of any class or series whether now or hereafter authorized or securities or richts convertible into shares of

stock of any class or series whether now or hereafter authorized for such consideration as the Board of Directors may deem advisable

oç without consideration in the case of stock split or stock dividend subject to such restrictions or limitations if any as may be set

forth in these Articles or the Bylaws

ARTICLE VII

RESTRICTION ON TRANSFER AND OWNERSHIP OF SHARES

Section AppraisaL An appraisal of all of the Companys assets shall be obtained from an Independent Expert The

appraisal will be included in prospectus used to offer the securities of Roll Up Entity and shall be filed with the Securities and

Exchange Commission and the state regulatory commissions as an exhibit to the registration statement for the offering of the Roll Up

Entitys Shares Accordingly an issuer using the appraisal shall be subject to liability for violation of Section of the Securities Act

of 1933 as amended and comparable provisions under state laws for any material misrepresentations or material omissions in the

appraisal The Companys assets shall be appraised in consistent manner The appraisal shall be based on an evaluation of all

relevant information indicate the value of the Companys assets as of date immediately prior to the announcement of the

proposed Roll Up transaction and assume an orderly liquidation of the Companys assets over p12 month period The terms of
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the engagement of the Independent Expert shall elearly state that the engagement is fer the benefit of the Cempany and its

Steekhelders summary ef the independent appraisal indieating all material assumptions underlying the appraisal shall be inehded

in report to the Stockholders in connection with the proposed Roll Up.Defmitions For the purpose of this Article VII only the

following terms shall have the following meanines

AGGREGATE STOCK OWNERSHIP LIMIT means 9.8% in value of the aareaate of the outstandina shares of

Eouitv Stock or such other percentaae determined by the Board of Directors in accordance with Article VII Section 2f hereof

BENEFICIAL OWNERSHIP means ownershin of shares of Eouitv Stock by Person whether the interest in the shares

of Eouitv Stock is held directly or indirectly including by nominee and shall include interests that would be treated as owned

throuah the annlication of Section 544 of the Code as modified by Section 856hlIB of the Code provided. however that in

determining the number of shares Beneficially Owned by Person no share shall be counted more than once Whenever Person

Beneficially Owns shares of Equity Stock that are not actually outstandina e.g. shares issuable unon the exercise of an ontion or the

conversion of convertible securitv Ontion SharesL then whenever this Article reauires determination of the nercentaae of

outstanding shares of class of Eciuitv Stock Beneficially Owned by such Persom the Ontion Shares Beneficially Owned by such

Person shall also be deemed to be outstandinu The terms Beneficial Owner Beneficially Owns and Beneficially Owned shall

have correlative meaninus

BENEFICIARY means one or more beneficiaries of the Trust as determined nursuant to Article VII Section 3d hereof

provided that each oraanization must be described in Section 50lc3 of the Code and contributions to each oraanization must be

eli2lble for deduction under each of Sections 70b 2055 and 2522 of the Code

BUSINESS DAY means any day other than Saturday or Sunday that is neither leaal holiday nor day on which

bankina institutions in the State of New York are authorized or reauired by law reaulation or executive order to close

COMMON STOCK OWNERSHIP LIMIT means 9.8% in value or in number of shares. whichever is more restrictive

of the areaate of the outstandiiur shares of Common Stock or such other nercentane determined by the Board of Directors in

accordance with Article VII Section 2f hereof

CONSTRUCTIVE OWNERSHIP means ownership of shares of Eciuitv Stock by Person whether the interest in the

shares of Eauity Stock is held directly or indirectly includin2 by nominee and shall include interests that would be treated as

owned throuali the apnlication of Section 31 8a of the Code as modified by Section 856d5 of the Code The terms Constructive

Owner Constructively Owns and Constructively Owned shall have correlative meanings

EXCEPTED HOLDER means holder of shares of Eouitv Stock for whom an Excented Holder Limit is created by the

Board of Directors nursuant to Article VII Section 2f hereof

EXCEPTED HOLDER LIMIT means provided that the affected holder of Eauitv Stock aarees to comnlv with the

requirements established by the Board of Directors nursuant to Article VII Section 2f hereof the nercentae limit established by the

Board of Directors nursuant to Article VII Section 2f hereof subject to adjustment nursuant to Article VII Section 2a hereof

NON-TRANSFER EVENT means any event or other changes in circumstances other than nurnorted Transfer

inclucjin without limitation any chanue in the value of any shares of Euuitv Stock and any redemntion of any shares of Eciuitv Stock

OWNERSHIP LIMIT means the Aaarecate Stock Ownershin Limit and the Common Stock Ownershin Limit subject to

adjustment pursuant to Article VII Section 2a hereof

PURPORTED BENEFICIAL TRANSFEREE shall mean with resnect to any numorted Transfer or Non-Transfer

Event that results in Excess Stock as defined in Section 2aii of this Article VII the nurnorted beneficial transferee determined

under the princinles of Section 856a5 of the Code for whom the Purnorted Record Transferee would have acauired shares of

Eauitv Stock if such Transfer had been valid under Section 2ai of this Article VII

PURPORTED RECORD TRANSFEREE shall mean. with resnect to any ournorted Transfer or Non-Transfer Event that

results in Excess Stock as defined below in Section 2aii of this Article VII the nurnorted record transferee of the Eauitv Stock who

would have acquired such record ownership of shares of Equity Stock if such Transfer had been valid under Section 2ai of this

Article VII
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RESTRICTION TERMINATION DATE means the first day on which the Board of Directors determines pursuant to

Article VII Section 10 hereof that it is no loncer in the best interests of the Comnanv to attemut to or continue to aualifv as REIT

or that compliance with the restrictions and limitations on Beneficial Ownershin Constructive Ownershir and Transfers of shares of

Equity Stock set forth in this Article VII are no lonaer reauired for the Comnanv to qualify as REIT

SDAT means the State Denartment of Assessments and Taxation of Maryland

TRANSFER means any issuance sale transfer gift assinnment devise or other disposition of as well as any other event

that causes any Person to acquire Beneficial Ownership Constructive Ownershin or beneficial ownershin determined under the

principles of Section 856a5 of the Code of or any a2reement to acuuire Equity Stock or the right to vote or receive dividends or

other Distributions on Equity Stock includinc without limitation the issuance and transfer to holders of shares or interests of

another entity that is merced with the Comnanv of shares of Equity Stock as result of such merger ii chance in the canital

structure of the Comnany iii chance in the relationshin between two or more Persons which causes chance in ownershin of

shares of Ecuity Stock by aunlication of either Section 544 of the Code as modified by Section 856h of the Code or

Section 318a of the Code as modified by Section 856d5 of the Code iv the crant or exercise of any ontion or warrant or any

disposition of any option or warrant or any event that causes any ontion or warrant not theretofore exercisable to become exercisable

pledee security interest or similar richt to acauire shares of Ecuitv Stock any disposition of any securities or richts convertible

into or exchanceable for shares of Equity Stock or any interest in shares of Equity Stock or any exercise of any such conversion or

exchance richt vi Transfers of interests in other entities that result in chances in Beneficial Ownership Constructive Ownershin or

beneficial ownershin determined under the principles of Section 856a5 of the Code of Eauity Stock and vii any chance in the

value of one class or series of shares of Equity Stock relative to the value of any other class or series of shares of Equity Stock in each

case whether voluntary or involuntary whether owned of record Constructively Owned Beneficially Owned or beneficially owned

determined under the nrinciples of Section 856a5 of the Code and whether by operation of law or otherwise The terms

Transferrinc and Transferred shall have correlative meanines

TRUST means any senarate trust created and administered in accordance with the terms of Article VII Section hereof

for the exclusive benefit of any Beneficiary

TRUSTEE means the Person unaffiliated with both the Comnanv and any Prohibited Owner that is United States

nerson within the meaninc of Section 7701a30 of the Code and is annointed by the Comnanv to serve as trustee of the Trust

Section nwcnoiuer Options ntocimoiuers wno vote no on the proposed Roll Up shall have the choice of

accepting the securities of the Roll Up Entity offered in the proposed Roll Up or one of either remaining as Stocitholders

of the Company and preserving their interests therein on the same termc and conditions as previously existed or ii receiving cash in

an amount equal to the Stockholders pro rate share of the appraised value of the net assets of the Company Eauitv Stock

Ownershin Limitations Prior to the Restriction Termination Date

Basic Restrictions No Person other than an Excented Holder shall Beneficially Own or

Constructively Own shares of Eauit Stock in excess of the Acarecate Stock Ownershin Limit no Person other

than an Excented Holder shall Beneficially Own or Constructively Own shares of Common Stock in excess of the

Common Stock Ownership Limit and no Excented Holder shall Beneficially Own or Constructively Own shares

of Equity Stock in excess of the Excented Holder Limit for such Excented Holder no Person shall Beneficially

Own or Constructively Own shares of Equity Stock to the extent that such Beneficial Ownershin or Constructive

Ownershin of Equity Stock would result in the Comoanv beinc closely held within the meaninc of

Section 856h of the Code without recard to whether the ownershin interest is held durinc the last half of taxable

year no Person shall Beneficially Own or Constructively Own shares of Equi Stock to the extent that such

Beneficial Ownershin or Constructive Ownershin would result in the Comnanv failinc to qualify as REIT no

Person shall Beneficially Own or Constructively Own shares of Equity Stock to the extent that such Beneficial

Ownershin or Constructive Ownership would cause any income of the Comnanv that would otherwise qualify as

rents from real property for nurnoses of Section 856d of the Code to fail to aualifv as such includinc but not

limited to Beneficial Ownershin or Constructive Ownership that would result in the Comnanv actually owninc or

Constructively Owninc an interest in tenant that is described in Section 856d2B of the C9de and any

Transfer of shares of Equity Stock that if effective would result in the Equity Stock beinc beneficially owned by
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fewer than one hundred 100 nersons determined under nrincinles annlicable to Section 856a5 of the Code

shall be void ab initip and the intended transferee shall ac4uire no rwhts in such shares of Eouitv Stock

Transfer in Trust If any Transfer of shares of Eiuitv Stock or Non-Transfer Event occurs that if

effective or otherwise would result in any Person Beneficially Ownina or Constructively Ownin2 shares of EOUitV

Stock in violation of Article VII Section 2aiA or hereof then that number of shares of Eauitv Stock the

Beneficial Ownershin or Constructive Ownershin of which otherwise would cause such Person to violate

Article VII Section 2pHi or hereof rounded un to the next whole share such shares the Excess Stock

shall be automatically transferred to Trust for the benefit of Beneficiary as described in Article VII Section

hereof effective as of the close of business on the Business Day immediately nrecedmnn the date of such Transfer or

Non-Transfer Event and such Person or if different the direct or Beneficial Owner of such shares shall acauire no

riahts in such shares or shall be divested of its riahts in such shares if the transfer to the Trust described in

subclause of this sentence would not be effective for any reason to nrevent the violation of Article VII

Section 2aiA or hereof then the Transfer of that number of shares of Eouitv Stock that otherwise would

cause any Person to violate Article VII Section 2aiA or hereof shall be void ab initip and the intended

transferee shall acauire no rinhts in such shares of Eouitv Stock or if the transfer to the Trust described in

subclause of this sentence as result of Non-Transfer Event would not be effective for any reason to orevent

the violation of Article VII Section 2aiA or hereof then the Non-Transfer Event that otherwise would

cause any Person to violate Article VII Section 2aiA or hereof shall be void ab initio to the extent that the

Comnanv has the le2al ability to void the Non-Transfer Event and the intended transferee shall acauire no ri2hts in

such shares of Eiuitv Stock To the extent that unon transfer of shares nursuant to this Article VII

Section 2aii violation of any orovision of this Article VII would nonetheless be continuina for exarunle where

the ownershin of shares by sinale Trust would violate the 100 stockholder reauirement annlicable to REITs then

shares shall be transferred to that number of Trusts each havina distinct Trustee and Beneficiary or Beneficiaries

that are distinct from those of each other Trust such that there is no violation of any provision of this Article VII

Inanolicabilitv to Series Preferred Stock Notwithstandina any provision of this Article VII of

these Articles to the contrary the Series Preferred Stock is not subject to the orovisions of this Article VII of these

Articles and is subject to the provisions of Section 5j of Article of these Articles

Remedies for Breach If the Board of Directors or its desinnee includina any duly authorized committee

of the Board of Directors shall at any time determine in 2ood faith that Transfer or Non-Transfer Event has taken nlace that

results in violation of Article VII Section 2a hereof or that Person intends to acouire or has attemnted to acquire

Beneficial Ownership Constructive Ownershin or beneficial ownershin determined under the orincinles of

Section 856a5 of the Code of any shares of Eauitv Stock in violation of Article VII Section 2a hereof whether or not

such violation is intended the Board of Directors or its designee may take such action as it deems advisable to refuse to give

effect to or to orevent such Transfer or Non-Transfer Event including without limitation causina the Comnanv to redeem

shares of EiuiW Stock refusing to give effect to such Transfer on the books and records of the Comnanv or instituting

nroceedinas to enjoin such Transfer or Non-Transfer Event nrovided however that any Transfer or attemoted Transfer or

Non-Transfer Event that results in violation of Article VII Section 2a hereof shall automatically result in the transfer to the

Trust described therein and where anolicable such Transfer or Non-Transfer Event shall be void ab initio as orovided in

Article VII Section 2a hereof irresnective of any action or non-action by the Board of Directors or its desianee

Owners Renuired to Provide Information Prior to the Restriction Termination Date

even owner of more than five nercent 5.0% or such lower nercentaae as reauired by the Code

of the outstandina shares of Euitv Stock shall within thirty days after the end of each taxable year give written

notice to the Comnanv statina the name and address of such owner the number of shares of each class and series of

Eauitv Stock Beneficially Owned and descrintion of the manner in which the shares are held and any additional

information as the Comnanv may request in order to determine the effect if any of such Beneficial Ownershio on

the Comnanys status or aualification as REIT and to ensure comnliance with the Ownershin Limits and the other

restrictions set forth herein

each Person who is Beneficial Owner or Constructive Owner of Eouitv Stock and each Person

includina the stockholder of record who is holdinc EQUity Stock for Beneficial Owner or Constructive Owner

shall provide to the Comnanv any information as the Comoanv may request in aood faith in order to determine the
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Companys status or qualification as REIT and to comnlv with requirements of any taxis authority or

ovemmental authority or to determine such comnliance and

iii any Person who acauires or attemrts or intends to acauire Beneficial Ownership Constructive

Ownershin or beneficial ownershin determined under the orincinles of Section 856a5 of the Code of shares of

Eauitv Stock that will or may violate Article VII Section 2ai or any Person who held or would have owned

shares of Ecjuity Stock that resulted in Transfer to the Trust nursuant to the provisions of Article VII

Section 2aii shall immediately inve written notice to the Comnanv of suçh event or in the case of such

nronosed or attemnted transaction Qive at least 15 days orior written notice to the Comnanv and shall provide to

the Comnanv any other information as the Comnanv may reauest in order to determine the effect if any of such

Transfer on the Companys status or qualification as REIT

Remedies Not Limited Nothin2 contained in this Article VII Section shall limit the authority of the

Board of Directors to take such other action as it deems necessary or advisable to orotect the Comanv and the interests of its

stockholders in preservin2 the Companys status or aualiflcation as REIT

Ambiguity In the case of an ambiQujtv in the application of any of the nrovisions of this Article VII or

any definition contained in this Article VII the Board of Directors shall have the power to determine the application of the

provisions of this Article VII or any such definition with resnect to any situation based on the facts known to the Board of

Directors In the event any section of this Article VII reauires an action by the Board of Directors and these Articles fail to

provide snecific guidance with respect to such action the Board of Directors shall have the power to determine the action to

be taken so los as such action is not contrary to the provisions of these Articles or the MGCL

Excentions

Subject to Article VII Section 2aiB hereof the Board of Directors in its sole discretion may

exemnt rosnectivelv or retroactively Person from one or both of the Ownershin Limits may establish or

increase an Excented Holder Limit for such Person and may retroactively waive or prospectively exemnt Person

from the ownershin limitations set forth in Article VU Section 2aiA if the Board of Directors obtains such

renresentations and undertakines from the Person as are reasonably necessarv to ascertain that its Beneficial

Ownershin or Constructive Ownershin of Equity Stock will not violate Article VII Section 2aiB hereof

ii such Person does not and renresents that it will not actually own or Constructively Own an interest in tenant

of the Comnanv or tenant of any entity owned or controlled by the Comanv that would cause the Comnanv to

actually own. or Constructively Own more than 9.9% interest as set forth in Section 856d2B of the Cede in

such tenant and the Board of Directors obtains such renresentations and undertakinus from the Person as are

reasonably necessary to ascertain this fact for this purnose tenant from whom the Comnanv or an entity owned

or controlled by the Comnan derives and is exnected to continue to derive sufficiently small amount of revenue

such that in the oninion of the Board of Directors rent from such tenant would not adversely affect the Companys

ability to aualifv as REIT shall not be treated as tenant of the Company and iii such Person agrees that any

violation or attemrted violation of such covenants or other action that is contrary to the restrictions contained in this

Article \Tff will result in such shares of EuuiW Stock beinc automatically transferred to Trust in accordance with

Article VII Section 2aii and Article VII Section hereof

LiiI Prior to rantinc any exceotion nursuant to Article VU Section 2fi hereof the Board of

Directors ma reciuire rulinc from the Internal Revenue Service or an opinion of counsel in either case in form and

substance satisfactory to the Board of Directors in its sole discretion as it may deem necessary or advisable in order

to deterniine or ensure the Companys status or oualiflcation as REIT Notwithstandinc the receint of any rulmur

or opinion the Board of Directors ma impose such conditions or restrictions as it deems appropriate in connection

with rantinc such excention or waiver establishing or increasinc anExceoted Holder Limit

fjjj Subject to Article VII Section 2piB hereof any nerson actms as an underwriter who

Darticinates in nublic offering or nrivate nlacement of EQUitY Stock or securities convertible into or

exchanaeable for EQuity Stock ma Beneficially Own or Constructively Own shares of Equity Stock or securities

conyertible into or exchangeable for Eouitv Stock in excess of the Aarcaate Stock Ownership Limit the Common
Stock Ownershin Limit or both such limits but only to the extent necessarv to enable the person to act as an

underwriter in connection with the nublic offerinc or private placement

B-33



fj The Board of Directors may only reduce the Excented Holder Limit for an Excented Holder

with the written consent of such Excented Holder at any time or nursuant to the terms and conditions of the

a2reements and undertakines entered into with such Excented Holder in connection with the establishment of the

Excented Holder Limit for that Exceoted Holder No Excented Holder Limit shall be reduced to nercentace that is

less than the Aareaate Stock Ownershin Limit andlor Common Stock Ownershin Limit as anulicable

Incrense or Decrease in Agaregate Stock Ownershin and Common Stock Ownershin Limits Subject

to Article VII Section 2aiB hereof the Board of Directors may from time to time increase one or both of the OwnershiD

Limits for one or more Persons and decrease one or both of the Ownershin Limits for all other Persons or all Persons

provided however that any decreased Ownershin Limit will not be effective for any Person whose nercentace ownershin in

shares of Equity Stock is in excess of such decreased Ownership Limit until such time as such Persons nercentaae of shares

of Eauitv Stock eauals or falls below the decreased Ownershin Limit but any further acquisition of shares of Equity Stock in

excess of such nercentace ownershin of shares of Eciuitv Stock will be in violation of the Ownershin Limit and nrovided

further that the new Ownershin Limit would not allow five or fewer Persons to Beneficially Own more than in value

of the outstandinc shares of Equity Stock or otherwise result in the Comnanv being closely held within the meanine of

Section 856h of the Code without recard to whether the ownershin interest is held durina the last half of taxable vear if

five unrelated individuals were to Beneficially Own the five laraest amounts of ECIUItV Stock nermitted to be Beneficially

Owned under each Exceuted Holder Limit as aunlied to an Excented Holder and such new Ownershin Limits with resnect to

each other holder of Eauitv Stock taking into account the immediately nrecedin oroviso nermittin2 ownershin in excess of

decreased Ownershin Limits in certain cases

Jj1 Leeend Each certificate for shares of Eouitv Stock if certificated shall bear lecend that substantially

describes the foreaoinc restrictions on transfer and ownershin or instead of such leaend the certificate if any may state that

the Comoanv will furnish full statement about certain restrictions on transferability to holder of Equity Stock on reuest

and without charae

Section Restrietions The Company mnv net participate in sed Roll Up whieh would result in the

Steekhelders having rights to meetings .m are mere resuwuve ui Steekhelders than these provided in these

Artieles result in the Stoekhelders having voting rights that are less than these provided in these Articles result in the

Stockhelders having greater liability than as provided in these Articles result in the Steekheldecs having rights to reeeive reports

that are less than these provided in these Artieles result in the Stockholders having aeeess to reeords that are mere limited than

these provided in these Articles include previsions which would operate to materially impede or frustrate the aeeumulation of

Shares by any purehaser of the securities of the Roll Up Entity except to the minimum extent neeessay to preserve the tax status of

the Roll Up Entity limit the ability of an investor to exercise the voting rights of its securities in the Roll Up Entity on the basis

of the number of Shares held by that investor result in investors in the Roll Up Entity having rights of access to the records of the

Roll Up Entity that ace less than these provided in these Articles or place any of the costs of the transaction en the Company if the

Roll Up is net approved by the Stockholder provided however that nothing herein shall be construed to prevent participation in any

proposed Roll Up which would result in Stockholders having rights and restrictions comparable to those contained in these Articles

with the prior approval of majority of the Stockholders Trinsfer of Eouitv Stock in Trust

Trust for Excess Stock Unon any nurnorted Transfer or Non-Transfer Event that results in Excess Stock

nursuant to Section 2a of this Article VII such Excess Stock shall be deemed to have been transferred to the Trustee as

trustee of Trust for the benefit of one or more Beneficiaries Such Transfer to the Trustee shall be deemed to be effective as

of the close of business on the Business Day nrior to the nurnorted Transfer or Non-Transfer Event that results in the Transfer

to the Trust pursuant to Section 2a of this Article VII Shares of Excess Stock so held in trust shall be issued and

outstandinc stock of the Comnanv The Puroorted Record Transferee shall have no riahts in such Excess Stock excent as

provided in Section 3c or 3d of this Article.VII The Purnorted Beneficial Transferee shall have no rights in such Excess

Stock excent as nrovided in Section 3c or 3d of this Article VII Each Beneficiary shall be desianated by the Comnanv as

provided in Section 3e of this Article VII

Dividend and Votina Rinhts The Trustee shall have all votiun riahts and rizhts to dividends or other

distributions with resnect to Excess Stock which rizhts shall be exercised for the exclusive benefit of the Beneficiary Any

dividend or other distribution raid prior to the discovery by the Comnanv that shares of Eouitv Stock have been Transferred

to the Trustee shall be paid by the recinient of such dividend or other distribution to the Trustee upon demand and any

dividend or other distribution authorized but unpaid shall be naid when due to the Trustee Mv dividends or other
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distributions so paid over to the Trustee shall be held in trust for the Beneficiary The Purnorted Record Transferee shall

have no voting rights with respect to Excess Stock and subject to Maryland law effective as of the date that shares of Equity

Stock have been Transferred to the Trustee the Trustee shall have the authority at the Trustees sole discretion il to rescind

as void any vote cast by Purnorted Record Transferee prior to the discovery by the Comanv that shares of Eauitv Stock

have been Transferred to the Trustee and ii to resubmit roxv or recast such vote in accordance with the desires of the

Trustee actinc for the benefit of the Beneficiary provided however that if the Comnanv has already taken irreversible

cornorate action then the Trustee shall not have the authority to rescind and recast such vote Notwithstanding the Provisions

of this Article VII until the Comnanv has received notification that shares of Equity Stock have been Transferred into

Trust the Comanv shall be entitled to rely on its share transfer and other stockholder records for purposes of preparing lists

of stockholders entitled to vote at meetings determining the validity and authority of proxies and otherwise conducting votes

of stockholders

Sale of Excess Stock by Trustee Within 20 days of receiving notice from the Comnanv that shares of

Equity Stock have been Transferred to the Trust the Trustee shall sell the shares held in the Trust to Person designated by

the Trustee whose ownership of the shares will not violate the ownership limitations set forth in Section 2a of this

Article VII Unon such sale the interest of the Beneficiary in the shares sold shall terminate and the Trustee shall distribute

the net nroceeds of the sale to the Purnorted Record Transferee or Purported Beneficial Transferee as applicable and to the

Beneficiary as nrovided in this Section 3c of Article VII The Purnorted Beneficial Transferee or Purnorted Record

Transferee as applicable shall receive the lesser of the price paid by the Purnorted Beneficial Transferee or Purnorted

Record Transferee as applicable for the shares or if the Purported Beneficial Transferee or Purported Record Transferee as

applicable did not give value for the shares in connection with the event causing the shares to be held in the Trust ir in the

case of gift devise or other such transaction the Market Price of the sbares on the day of the event causing the shares to be

held in the Trust and ii the sale proceeds received by the Trustee net of any commissions and other exnenses of sale from

the sale or other disposition of the shares held in the Trust The Trustee may reduce the amount avable to the Pumorted

Beneficial Transferee or Pumorted Record Transferee as applicable by the amount of dividends and other distributions

which has been paid to the Purported Beneficial Transferee or Purported Record Transferee as applicable and is owed by the

Purnorted Beneficial Transferee or Purported Record Transferee as applicable to the Trustee Pursuant to Section 3b of this

Article VU Any net sales nroceeds in excess of the amount avable to the Purported Beneficial Transferee or Purnorted

Record Transferee as applicable shall be immediately paid to the Beneficiary If prior to the discovery by the Comanv
that shares of Equity Stock have been Transferred to the Trustee such shares are sold by Purnorted Beneficial Transferee or

Purported Record Transferee as applicable then such shares shall be deemed to have been sold on behalf of the Trust

and to the extent that the Purported Beneficial Transferee or Purported Record Transferee as applicable received an

amount for such shares that exceeds the amount that such Purnorted Beneficial Transferee or Purported Record Transferee as

applicable was entitled to receive Pursuant to this Section 3c of Article VII such excess shall be paid to the Trustee unon
demand

ffl Call by Comuaav on Excess Stock Shares of Excess Stock shall be deemed to have been offered for sale

to the Company or its designee at price er share euual to the lesser of the price er share in the transaction that

resulted in such Excess Stock or in the case of devise or gift the Market Price at the time of such devise or gift and

ii the Market Price on the date the Company or its designee accents such offer The Comoanv shall have the right to accept

such offer until the Trustee has sold the Excess Stock nursuant to Section 3c of this Article VII Unon such sale to the

Company the interest of the Beneficiary in the Excess Stock sold shall terminate and the Trustee shall distribute the net

proceeds of the sale to the Pumorted Beneficial Transferee or Purported Record Transferee as applicable. The Comanv
may reduce the amount avable to the Purnorted Beneficial Transferee or Purnorted Record Transferee as applicable by the

amount of dividends and other distributions which have been paid to the Purported Beneficial Transferee or Purported

Record Transferee as applicable and are owed by the Purnorted Beneficial Transferee or Pumorted Record Transferee as

applicable to the Trustee Pursuant to Section 3b of this Article VII Tbe Comanv shall pay the amount of such reduction

to the Trustee for the benefit of the Beneficiary

Desinatjon of Charitable Beaeflcjarjes The Comnanv shall designate one or more nonnrofit

organizations to be the Beneficiary of the interest in the Trust such that Excess Stock held in the Trust would not violate

the restrictions set forth in Section 2a of this Article VII in the hands of such Beneficiary and ii each such organization

must be described in Section 501c3 of the Code and contributions to each such organization must be eligible for deduction

under each of Sections 70b other than vii or viii thereof 2055 and 2522 of the Code Neither the failure of the

Comnanv to make such designation nor the failure of the Comanv to appoint the Trustee before the automatic transfer

provided for in Section 3a of this Article VII shall make such transfer ineffective provided that the Comnanv thereafter
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makes such designation and annointment The designation of nonorofit oraanization as Beneficiary shall not entitle such

nonnrofit oraanization to serve in such canacitv and the Comnanv may in its sole discretion- designate different nonurofit

organization as the Beneficiarv at any time and for any or no reason Any determination by the Comnanv with resnect to the

annlication of this Article VII shall be binding on each Benefician

Section Enforcement The Comnanv is snecificallv authorized to seek equitable relief including injunctive relief

to enforce the orovisions of this Article VII

Section Non-Waiver No delay or failure on the nart of the Comnanv or the Board of Directors in exercising any

right under this Article VII shall onerate as waiver of any riaht of the Comoanv or the Board of Directors as the case may be excent

to the extent snecificallv waived in writina

Section Settlement Nothina in this Article VII shall nreclude the settlement of any transaction entered into

through the facilities of the NYSE or any other national securities excbanae or automated inter-dealer auotation system The fact that

the settlement of any transaction occurs shall not necate the effect of any other nrovision of this Article VII and any transferee in such

transaction shall be subject to all of the orovisions and limitations set forth in this Article WI

Section Severabffitv If any nrovision of this Article VII or any annlication of any such nroyision is determined to

be invalid by any federal or state court haying jurisdiction over the issues- the validity of the remaining nroyisions shall not be affected

and other annlications of such nrovisions shall be affected only to the extent necessary to comnlv with the determination of such court

SRnCLLY1UAW
AMENDMENTS

The Company reserves the right from time to time to make any amendment to these Articles now or hereafter authorized by

law including any amendment altering the terms or contract rights as expressly set forth in these Articles of any sharea of

outstanding stoek Without eoneurrenee of majority of the outstanding Shares the Direetors may not amend the Artieles exeept

for amendments whieh do not adversely affeet the rights preferenees and privileges of the Stoekholders ineluding amendments to

provisions relating to Direetor qualifleations fidueiary duty liability and indemnifieation eonfliets of interest investment polieies or

investment resvietions sell all or substantially all of the Company assets other than in the ordinary eourse of the Companys

business or in eonneetion with liquidation and dissolution eause merger or other reorganizal ion of the Company or dissolve

or liquidate the Company other than before the initial investment in property by the Company For purposes of the above provision

sale of all or substantially all of the Company assets shall mean the sale of two thirds or more of the Companys assets based on the

total number of properties or the eurrent fair market value of these assets outstanding shares of stock All rights and nowers conferred

by these Articles on stockholders Directors and officers are granted subject to this reservation.

ARTICLE IX

EXTRAORDINARY ACTIONS

Notwithstanding any nrovision of law nermitting or reauirina any action to be taken or annroved by the affirmative vote of

stockholders entitled to cast greater number of votes any such action shall be effective and valid if declared advisable by the Board

of Directors and taken or annroved by the affirmative vote of holders of stockholders entitled to cast majority of all the votes entitled

to be cast on the matter

SRILCLL1A4aV
LIMITATION OF LIABILITY

To the maximum extent that Maryland law in efict from time to time permits limitation of the liability of directors and

officers of cornoration no directorDirector or officer of the Company shall be liable to the Company or its stockholders for money

damages Neither the amendment nor repeal of this Article X11111 nor the adoption or amendment of any other provision
of these

Articles or of the Bylaws as amended of the Company inconsistent with this Article XVYIJJ shall apply to or affect in any respect

the applicability of the preceding sentence with respect to any act or failure to act which occurred prior to such amendment repeal or

adoption

THIRD The amendment to and restatement of the charter of the Company as hereinabove set forth has been duly advised

the boardBQ of directoraDirectors and approved by the stockholders of the Company as required by law Immediately before thi
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amendment and restatement the total number of shares of stock that the Company had authority to issue was one hundred million

100000000 oharea of common stock $0.01 par value per sharp which is the same per share par value of the stock of the Company
as of the filing and acceptance of these Fourth Articles of Amendment and Restatement and six million 6000000 shares of

preferred stock $0.01 par value per share which is the same per share
par

value of the stock of the Company as of the filing and

acceptance of these Fourth Articles of Amendment and Restatement The pre amendment and restatement aggregate par value of all

authorized shares having par value was one million sixty thousand dollars $1060000.00 The number of shares of each class the

par value of the shares of stock of each class and the aggregate par value of all the shares of all classes upon the effectiveness of this

amendment and restatement of the charter is set forth in Section of Article IV

FOURTH The current address of the principal office of the Company in the State of Maryland is set forth in

Article III of the foregoing amendment and restatement of the charter

FIFTH The name and address of the Companys current resident agent is set forth in Article III of the foregoing

amendment and restatement of the charter

SIXTH The number of directors of the CompanyCoruoration and the names of those currently in office are as set forth in

Article 4IVI of the foregoing amendment and restatement of the charter

SEVENTH The undersigned President of Inland Real Estate Corporation acknowledges these FewthEi Articles of

Amendment and Restatement to be the corporate act of the Company and as to all matters or facts required to be verified under oath

the undersigned President acknowledges that to the best of his knowledge information and belief these matters and facts are true in

all material respects and that this statement is made under the penalties of perjury

remainder of this page intentionally blank
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iN WITNESS WHEREOF the Company has caused these Feui4hFj Articles of Amendment and Restatement to be signed

in its name and on its behalf by its President and Chief Executive Officer and attested to by its Secretary Senior Vice President and

General Counsel on this 2_th day of June 2005

INLAND REAL ESTATE CORPORATION

By I/ Robert Parks

Name Robert DMark PaiksZalatoris

Title President and Chief Executive Officer

ATTEST INLAND REAL ESTATE CORPORATION

By Is David Knyner

Name David KaynerBeth Snrecher Brooks

Title Secretary Senior Vice President and General Counsel
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