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PART |

ITEM 1. FINANCIAL STATEMENTS - THIRD QUARTER - FISC AL 2012

INVESTORS REAL ESTATE TRUST AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEET @unaudited)

(in thousands, except share data)

January 31, 201,  April 30, 2011
ASSETS
Real estate investmer
Property owne $ 1,861,322 $ 1,770,79
Less accumulated depreciati (364,190 (328,95))
1,497,13: 1,441,841
Development in progre: 22,28: 9,69:
Unimproved lanc 6,39( 6,55(
Mortgage loans receivablnet of allowance of $0 and $3, respectively 0 15€
Total real estate investmer 1,525,80: 1,458,24!
Other asset
Cash and cash equivalel 35,50: 41,19:
Other investment 632 62t
Receivable arising from strai¢-lining of rents,net of allowance of $1,156 and $996, respectively 21,96¢ 18,93:
Accounts receivablenet of allowance of $185 and $317, respectively 3,971 5,64¢
Real estate depos| 57¢ 32¢
Prepaid and other ass: 4,107 2,351
Intangible assetnet of accumulated amortization of $46,674 and $42,154, respectively 49,05¢ 49,83:
Tax, insurance, and other escr 11,42% 15,26¢
Property and equipmernet of accumulated depreciation of $1,499 and $1,231, respectively 1,46¢ 1,70¢
Goodwill 1,12C 1,127
Deferred charges and leasing cosésof accumulated amortization of $16,622 and $13,675,
respectively 22,01« 20,11:
TOTAL ASSETS $ 1,677,64 $ 1,615,36.
LIABILITIES AND EQUITY
LIABILITIES
Accounts payable and accrued expel $ 43,43¢ $ 37,87¢
Revolving line of credi 49,00( 30,00(
Mortgages payabl 1,038,71 993,80
Other 6,32¢ 8,40¢
TOTAL LIABILITIES 1,137,48. 1,070,08!
COMMITMENTS AND CONTINGENCIES (NOTE 6
REDEEMABLE NONCONTROLLING INTEREST CONSOLIDATED REAL ESTATE ENTITIES 0 987
EQUITY
Investors Real Estate Trust sharehol’ equity
Preferred Shares of Beneficial Inter@Stimulative redeemable preferred shares, no par value,
1,150,000 sharesissued and outstanding at January 31, 2012 and April 30, 2011, aggregate
liquidation preference of $28,750,000) 27,317 27,317
Common Shares of Beneficial Inter@shlimited authorization, no par value, 85,743,308 shares
issued and outstanding at January 31, 2012, and 80,523,265 shares issued and outstanding at April
30, 2011) 657,30: 621,93¢
Accumulated distributions in excess of net incc (269,947 (237,56))
Total Investors Real Estate Trust shareho’ equity 414,67¢ 411,69(
Noncontrolling interest— Operating Partnersh (19,596,222 units at January 31, 2012 and 20,067,350
units at April 30, 2011) 114,85 123,62
Noncontrolling interest— consolidated real estate entit 10,63: 8,97:
Total equity 540,16: 544,29(
TOTAL LIABILITIES AND EQUITY $ 1,677,64 $ 1,615,36.

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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INVESTORS REAL ESTATE TRUST AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATION®unaudited)

for the three and nine months ended January 31, 2012 and 2011

(in thousands, except per share data)

Three Months Ended

Nine Months Ended

January 31 January 31
2012 2011 2012 2011

REVENUE

Real estate renta $ 50,31¢ $ 47,79 $ 148,98. $ 143,33:

Tenant reimburseme 10,70¢ 12,354 32,30: 34,78t
TOTAL REVENUE 61,02: 60,14¢ 181,28: 178,11¢
EXPENSES

Depreciation/amortization related to real estatestiment: 14,35¢ 13,89: 42,71( 41,57

Utilities 4,52¢ 4,77¢ 13,42: 13,18

Maintenance 6,39¢ 8,35¢ 20,18¢ 22,00:

Real estate taxe 8,04¢ 7,78( 23,52¢ 23,06¢

Insurance 89C 64¢ 2,552 1,86¢

Property management expen 4,98¢ 5,47¢ 15,83¢ 15,52¢

Administrative expense 1,49: 1,71¢ 5,35¢ 5,05¢

Advisory and trustee servic 16€ 134 58¢ 482

Other expense 35¢ 441 1,50¢ 1,35i

Amortization related to nc¢-real estate investmer 903 68¢ 2,39t 1,97¢

Impairment of real estate investme 13t 0 13¢ 0
TOTAL EXPENSES 42,26¢ 43,90¢ 128,21¢ 126,08
Interest expens (16,539 (15,869 (48,75¢) (48,33%)
Interest incom 25 75 11t 194
Other income 27C 32 54€ 217
Income from continuing operatiol 2,521 48C 4,96¢ 4,10¢
Income from discontinued operatic 0 14,10¢ 61€ 19,93¢
NET INCOME 2,521 14,58¢ 5,58t 24,04:
Net income attributable to noncontrolling intere- Operating Partnersh (357) (2,799 (723) (4,48%)
Net (income) loss attributable to noncontrollingeiest— consolidated

real estate entitie (43 38 (29 82
Net income attributable to Investors Real Estatesfl 2,123 11,83: 4,83: 19,63¢
Dividends to preferred sharehold: (593) (593) (1,779 (1,779
NET INCOME AVAILABLE TO COMMON SHAREHOLDERSE $ 153/ $ 11,24C  $ 3,05¢ $ 17,85¢
Earnings per common share from continuing opera— Investors Reg

Estate Trus— basic and dilute: .02 .0C .03 .03
Earnings per common share from discontinued opatsiti Investors Re:

Estate Trus— basic and dilute: .0C .14 .01 .2C
NET INCOME PER COMMON SHARI- BASIC AND DILUTED $ 02 $ 14 $ 04 $ .23
DIVIDENDS PER COMMON SHARE $ 1300 $ A71E $ 4318 $ .514¢

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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INVESTORS REAL ESTATE TRUST AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF EQUITY(unaudited)
for the nine months ended January 31, 2012 and 2011

(in thousands)

NUMBER
OF NUMBER
PREFERRED PREFERRED OF COMMON COMMON
SHARES SHARES SHARES SHARES

ACCUMULATED

DISTRIBUTIONS
IN EXCESS OF NONCONTROLLING TOTAL
NET INCOME INTERESTS EQUITY

Balance April 30,
2010

1,15C $ 27,313 75,80t $ 583,61¢ $ (201,41) $ 145,59: $ 555,11t

Net income
attributable to
Investors Real
Estate Trust and
nonredeemable
noncontrolling
interests

Distributions —
common shares
and units

Distributions —
preferred share

Distribution
reinvestment anc
share purchase
plan

Shares issue

Partnership unit
issued

Redemption of unit
for common
shares

Adjustments to
redeemable
noncontrolling
interests

Other

19,63¢ 4,40¢ 24,04¢

(40,13 (10,369 (50,496

(1,779 (1,779

1,212
1,99¢

10,13(
16,637

10,13(
16,63:

3,252 3,252

831 6,007 (6,007) 0

57C
(261)

57C

€] (1,169 (1,425

Balance January 3
2011

1,15 $ 27,315 79,84¢ $ 616,70: $ (223,689 $ 135,71¢ $ 556,05(

Balance April 30
2011

1,15C $ 27,31% 80,52 $ 621,93t $ (237,567 $ 132,60( $ 544,29(

Net income
attributable to
Investors Real
Estate Trust and
nonredeemable
noncontrolling
interests

Distributions —
common shares
and units

Distributions —
preferred share

Distribution
reinvestment anc
share purchase
plan

Shares issue

Partnership unit
issued

Redemption of unit
for common

4,83¢ 74C  5,57¢

(35,439 (8,519 (43,940

(1,779 (1,779

3,997
471

28,831
3,41:

28,83
3,41

2,46¢ 2,46¢



shares

75¢ 3,45¢ (3,459 0

Other (2 (330 1,641 1,311
Balance January 3

2012 1,15C $ 27,311 85,741 $ 657,30. $ (269,94) $ 125,48{ § 540,16:

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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INVESTORS REAL ESTATE TRUST AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOW $unaudited)
for the nine months ended January 31, 2012 and 2011

(in thousands)

Nine Months Ended

January 31
2012 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 558 $ 24,04
Adjustments to reconcile net income to net cashigeal by operating activitie:

Depreciation and amortizatic 46,32¢ 45,95!

Gain on sale of real estate, land and other invests (589) (19,36%)

Impairment of real estate investme 13t 0

Bad debt expens 771 487
Changes in other assets and liabilit

Increase in receivable arising from stra-lining of rents (3,370 (1,440

Decrease (increase) in accounts receiv 94¢€ (4,037)

Increase in prepaid and other as: (1,75€) (1,667)

(Increase) decrease in tax, insurance and othevve: (901) 63C

Increase in deferred charges and leasing « (5,480 (5,015

Increase (decrease) in accounts payable, accryeshggs, and other liabiliti 2,75¢ (1,208
Net cash provided by operating activit 44,42¢ 38,38¢
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from real estate depa 1,64( 2,29i
Payments for real estate depo (1,889 (2,035
Principal proceeds on mortgage loans receiv 15¢ 1
(Increase) decrease in other investm 8 95
Decrease in lender holdbacks for improvem: 5,05¢ 96¢
Increase in lender holdbacks for improveme (31%) (10,769
Proceeds from sale of real est- discontinued operatior 2,08¢ 81,53¢
Proceeds from sale of real estate and other inesgs 43¢ 0
Insurance proceeds receiv 5,644 32¢
Payments for acquisitions and improvements of egtdte investmen (101,79) (55,439
Net cash (used) provided by investing activi (88,979 16,99:
CASH FLOWS FROM FINANCING ACTIVITIES
Proceeds from mortgages paya 84,19¢ 97,65«
Principal payments on mortgages pay: (53,66)) (160,63)
Principal payments on revolving line of credit ater deb (60) (25,65()
Proceeds from revolving line of credit and othetc 24,22° 36,30(
Proceeds from sale of common shares, net of igssts 2,97( 16,38
Proceeds from sale of common shares under disibtginvestment and share purchase prog 20,77¢ 1,77¢
Repurchase of fractional shares and partnershig (13 (20
Payments for acquisition of noncontrolling intese~ consolidated real estate entit (1,289 (42%)
Distributions paid to common sharehold¢net of reinvestment of $7,548 and $7,831, respectively (27,88Y (32,300
Distributions paid to preferred sharehold (1,779 (1,779
Distributions paid to noncontrolling intere— Unitholders of the Operating Partnerstnet of reinvestment

of $504 and $525, respectively (8,009) (9,840
Distributions paid to noncontrolling intere— consolidated real estate entit (58€) (737)
Distributions paid to redeemable noncontrollingiests— consolidated real estate entit (27) 0
Net cash provided (used) by financing activi 38,86: (79,267
NET DECREASE IN CASH AND CASH EQUIVALENT! (5,68¢) (23,889
CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOI 41,19: 54,79
CASH AND CASH EQUIVALENTS AT END OF PERIOI $ 35,50: $ 30,90°

(continued)
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INVESTORS REAL ESTATE TRUST AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWSunaudited, continued)
for the nine months ended January 31, 2012 and 2011

(in thousands)

Nine Months Ended

January 31
2012 2011

SUPPLEMENTARY SCHEDULE OF NON-CASH INVESTING AND RANCING ACTIVITIES FOR

THE PERIOD
Distribution reinvestment plz $ 7548 % 7,831
Operating partnership distribution reinvestmenty 504 52t
Operating partnership units converted to sh 3,45¢ 6,007
Real estate investment acquired through the issuaihoperating partnership un 2,46¢ 3,252
Real estate investment acquired through assumetiodebtedness and accrued c¢ 7,19( 4,28¢
Adjustments to accounts payable included withih estate investmen (3,244 (2,427
Noncontrolling partnership intere 2,22 0
Fair value adjustments to redeemable noncontroifiteyests 35 (570
Involuntary conversion of assets due to flood dam 2,63¢ 0
Construction debt reclassified to mortgages pay 7,19( 0
SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATIO
Cash paid during the period fc

Interest on mortgage 45,32 48,34(

Interest other 2,09¢ 89z

$ 47,41¢ $ 49,23:

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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INVESTORS REAL ESTATE TRUST AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT (unaudited)
for the nine months ended January 31, 2012 and 2011

NOTE 1 « ORGANIZATION

Investors Real Estate Trust (“IRET” or the “Comp3nig a selfadvised real estate investment trust engaged inirdg, owning an
leasing multi-family and commercial real estateETRhas elected to be taxed as a Real Estate Ingasffinust (“REIT”) under Sections 856-
860 of the Internal Revenue Code of 1986, as amerdlea REIT, we are subject to a number of orgetiinal and operational requireme
including a requirement to distribute 90% of ordintaxable income to shareholders, and, generaléy not subject to federal income tax or
income, except for taxes on undistributed REIT ld&xancome. IRET’s multfamily residential properties and commercial prdipsr ar
located mainly in the states of North Dakota andiisota, but also in the states of Colorado, Id&twa, Kansas, Michigan, Missot
Montana, Nebraska, South Dakota, Wisconsin and VitypnAs of January 31, 2012, IRET owned 81 mfathily residential properties wi
8,921 apartment units and 184 commercial propertiessisting of office, medical, industrial andaiefproperties, totaling 12.3 million r
rentable square feet. IRET conducts a majorityobusiness activities through its consolidated-atjreg partnership, IRET Properties, a Ni
Dakota Limited Partnership (the “Operating Parthgry, as well as through a number of other cortaild subsidiary entities.

All references to IRET or the Company refer to lstees Real Estate Trust and its consolidated sisvid.
NOTE 2 « BASIS OF PRESENTATION AND SIGNIFICANT ACCO UNTING POLICIES
BASIS OF PRESENTATION

The accompanying condensed consolidated finant@&eents include the accounts of IRET and all isiidrges in which it maintains
controlling interest. All intercompany balances arahsactions are eliminated in consolidation. Tleenpany’s fiscal year ends April 30th.

The accompanying condensed consolidated finanizEiggraents include the accounts of IRET and its@stein the Operating Partners|
The Company’s interest in the Operating Partnersiap 81.4% and 80.%, respectively, as of January 31, 2012 and A@ijl 211. Th
limited partners in the Operating Partnership havedemption option that they may exercise. Uparage of the redemption option by
limited partners, IRET has the choice of redeentirgglimited partners’ interests (“Unitsfor IRET common shares of beneficial interest,
one-forone basis, or making a cash payment to the unigholthe redemption generally may be exercised bylithited partners at any tir
after the first anniversary of the date of the asitjon of the Units (provided, however, that inngeal not more than two redemptions |
limited partner may occur during each calendar yaad each limited partner may not exercise themgion for less than 1,000 Units, ol
such limited partner holds less than 1,000 Undsafl of the Units held by such limited partnefhe Operating Partnership and some lirr
partners have contractually agreed to a holdingpgdeaf greater than one year and/or a greater nuwfoedemptions during a calendar year.

The condensed consolidated financial statementsrafect the ownership by the Operating Partnersificertain joint venture entities
which the Operating Partnership has a general gadncontrolling interest. These entities are otidated into IRETS other operations, wi
noncontrolling interests reflecting the noncontrgllpartners’ share of ownership and income an@esgs.

UNAUDITED INTERIM FINANCIAL STATEMENTS

The interim condensed consolidated financial statégmof IRET have been prepared in accordance agitiounting principles genere
accepted in the United States of America for imtefinancial information and the applicable rulesd aegulations of the Securities :
Exchange Commission (“SEC"Accordingly, certain disclosures accompanying ahrfimancial statements prepared in accordance
accounting principles generally accepted in thetéthiStates of America (“U.S. GAAP”) are omitted.eTyearend balance sheet data
derived from audited financial statements, but deesinclude all disclosures required by U.S. GAAR.the opinion of management,
adjustments, consisting solely of normal recurangustments, necessary for the fair presentatidgheofCompanys financial position, results
operations and cash flows for the interim perioalgehbeen included.
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The current period results of operations are not necessarily indieatf results which ultimately may be achievedtfor year. The interi
condensed consolidated financial statements aresbéreto should be read in conjunction with thesolidated financial statements and n
thereto included in the Company’s Annual ReporForm 10K for the fiscal year ended April 30, 2011, asdilsith the SEC on July 14, 20:
as amended by the Current Report on Form 8-K filgd the SEC on December 12, 2011.

RECENT ACCOUNTING PRONOUNCEMENTS

In May 2011, the Financial Accounting Standard Bo@iFASB”) issued Accounting Standards Update (“ApQ011-04, Fair Value
Measurement (Topic 820): Amendments to Achieve Common Fair Value Measurement and Disclosure Requirements in U.S. GAAP and IFRS,
ASU 2011-04 amended Accounting Standards CodifioaiASC”) 820, Fair Value Measurements and Disclosures, to converge the fair val
measurement guidance in U.S. GAAP and InternatiBireancial Reporting Standards (“IFRS'gnd in some limited cases, changes ¢
principles to achieve convergence between U.S. GAA® IFRS. ASU 20104 results in a consistent definition of fair valaed commo
requirements for measurement of and disclosuretdaowalue between U.S. GAAP and IFRS. ASU 2@#lalso expands the disclosures
fair value measurements that are estimated usgmdfisant unobservable (Level 3) inputs. The ameendis are to be applied prospectively
annual periods beginning after December 15, 20k Company is evaluating the effect ASU 2011-04 Wwave on the Company’
consolidated financial statements, but does noeexphe adoption of ASU 2011-04 will have a matleeiffect on the Company’operatin
results or financial position. To date, the Comphayg not had any transfers in and out of Levelel/el 2 and Level 3 fair value measurements.

In June 2011, the FASB issued ASU 2011-Begsentation of Comprehensive Income , which requires an entity to present the tot:
comprehensive income, the components of net incand, the components of other comprehensive incatheren a single continuo
statement of comprehensive income, or in two sépdmat consecutive statements. ASU 205leliminates the option to present componer
other comprehensive income as part of the statesfeaquity. ASU 2011085 will be effective for annual and interim peridosginning afte
December 15, 2011. The Company does not expeadbption of ASU 201D5 to have a material effect on its operating itssoit financie
position.

In September 2011, the FASB issued ASU 20117@8ting Goodwill for Impairment. This standard gives entities testing goodwiill
impairment the option of performing a qualitativesessment before calculating the fair value ofréporting unit (step | of the goodwv
impairment test). If entities determine, on theiba$ qualitative factors, that the fair value bétreporting unit is more likely than not less 1
its carrying amount, the twstep impairment test would be required. Otherwigefurther testing is required. The ASU does nangfe how
goodwill is calculated or assigned to reportingtsinnor does it revise the requirement to test gdlbdnnually for impairment. The ASU
effective for annual and interim goodwill impairntaasts performed for fiscal years beginning aBecember 15, 2011, with early adop
permitted.

IMPAIRMENT OF LONG-LIVED ASSETS

The Company periodically evaluates its Idivggd assets, including its investments in reaatestfor impairment indicators. The judgme
regarding the existence of impairment indicators laased on factors such as operational performanaeket conditions, expected hold
period of each asset and legal and environmentatezas. If indicators exist, the Company compahesexpected future undiscounted ¢
flows for the longlived asset against the carrying amount of thaétasthe sum of the estimated undiscounted céshisfis less than tl
carrying amount of the asset, an impairment logsedsrded for the difference between the estimé@d/alue and the carrying amount of
asset. If our anticipated holding period for praigs; the estimated fair value of properties oeoflactors change based on market conditio
otherwise, our evaluation of impairment charges rbaydifferent and such differences could be mdtedaour consolidated financ
statements. The evaluation of anticipated cashsflmwsubjective and is based, in part, on assumgptiegarding future occupancy, rental r
and capital requirements that could differ matrilom actual results. Plans to hold propertiesrawenger periods decrease the likelihoo
recording impairment losses. During the nine momthded January 31, 2012, the Company incurredsadbapproximately $128,000 due
impairment of a retail property located in Kentwpddichigan. The impairment was based on receiph ofiarket offer to purchase and
Companys intention to dispose of the property (a purchegeement was signed by the Company in the fowrsintgr of fiscal year 2012).
related impairment of $7,000 was recorded to woffegoodwill assigned to the Kentwood property. IDgrthe nine months ended January
2011, the Company incurred no losses due to imgaitm
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COMPENSATING BALANCES AND OTHER INVESTMENTS; LENDER HOLDBACKS

The Company maintains compensating balances, sttiated as to withdrawal, with several financiaktitutions in connection wi
financing received from those institutions andensure future credit availability. At January 3012, the Compang’compensating balan:
consisted of the following: Dacotah Bank, Minot, ioDakota, deposit of $350,000; United CommunignB, Minot, North Dakota, depo:
of $275,000; Commerce Bank, A Minnesota Bankingp@eaation, deposit of $250,000; First InternatioBahk, Watford City, North Dakot
deposit of $6.1 million; Peoples State Bank of \&lWorth Dakota, deposit of $225,000; Equity Baktinnetonka, Minnesota, deposit
$300,000; Associated Bank, Green Bay, Wisconsippsié of $500,000; Venture Bank, Eagan, Minnesoggposit of $500,000, and Americ
National Bank, Omaha, Nebraska, deposit of $400,086 deposits at United Community Bank and EgBayk and a portion of the deposi
Dacotah Bank are held as certificates of depogit @mprise the $633,000 in Other investments onGbadensed Consolidated Bala
Sheets. The certificates of deposit have remait@ngs of less than three years and the Companydsate hold them to maturity.

The Company has a number of mortgage loans undé&hwhe lender retains a portion of the loan prdseéor the payment
constructions costs or tenant improvements, andiadally has two construction loans (for the Comya Trinity build-tosuit project an
Jamestown Theater expansion project) under whiehetider held back a portion of the loan proceedsdiease against specified construc
milestones. The decrease of $5.1 million in len@dbacks for improvements reflected in the ConddnSonsolidated Statements of C
Flows for the nine months ended January 31, 20Hésprimarily to the release of loan proceedshed@ompany upon completion of th
construction milestones and tenant improvemengeptsj

IDENTIFIED INTANGIBLE ASSETS AND INTANGIBLE LIABILI ~ TIES AND GOODWILL

Upon acquisition of real estate, the Company rextind intangible assets and liabilities acquired ¢kample, if the leases in place for
real estate property acquired carry rents aboverthket rent, the difference is classified as aarigible asset) at their estimated fair v
separate and apart from goodwill. The Company drestidentified intangible assets and liabilitibattare determined to have finite li
based on the period over which the assets anditiebiare expected to affect, directly or inditgcthe future cash flows of the real es
property acquired (generally the life of the leada)the nine months ended January 31, 2012 and,2@spectively, the Company ad
approximately $3.7 million and $6.5 million of némtangible assets. The Company added no new iriBnligbilities in the nine months enc
January 31, 2012 and $32,000 of new intangibleliieds in the nine months ended January 31, 201ie weighted average lives of
intangible assets and intangible liabilities acedirin the nine months ended January 31, 2012 add 20e 10.0 years and 9.5 ye
respectively. The estimated fair values of intaleggéssets acquired in the nine months ended JaBdaB012 are provisional and are base
the information that was available as of the filioigthe Company’s Form 1Q- The Company will continue to evaluate the pusehprici
allocation as better information becomes available2 Company expects to finalize the valuation emwiplete the purchase price allocatio
soon as practicable, but no later than one yean fitte respective acquisition dates. Amortizatiorinbdngibles related to above or below-
market leases is recorded in Real estate rentalseirCondensed Consolidated Statements of Opesathgnortization of other intangibles
recorded in Depreciation/amortization related tal mestate investments in the Condensed Consolidat&tgments of Operations. Intang
assets subject to amortization are reviewed fomimpent whenever events or changes in circumstandeste that their carrying amount n
not be recoverable. An impairment loss is recoghite¢he carrying amount of an intangible assetas recoverable and its carrying amc
exceeds its estimated fair value.

The Company’s identified intangible assets andigitale liabilities at January 31, 2012 and April 2011 were as follows:

(in thousands)
January 31, 201. April 30, 2011

Identified intangible assets (included in intangibksets)

Gross carrying amoul $ 95,72¢ $ 91,98¢

Accumulated amortizatio (46,674 (42,15

Net carrying amour $ 49,05t $ 49,83:
Indentified intangible liabilities (included in aghliabilities):

Gross carrying amoul $ 1,10¢ $ 1,104

Accumulated amortizatio (954) (900

Net carrying amour $ 15C $ 204
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The effect of amortization of acquired below-maregtses and acquired abaverket leases on rental income was approximat&y80
and $(19,000) for the three months ended Janudn2032 and 2011, respectively, and $(40,000) ad6,800) for the nine months en:
January 31, 2012 and 2011. The estimated annuatiaation of acquired below-market leases, netaofuired abovenarket leases for each
the five succeeding fiscal years is as follows:

Year Ended April 30, (in thousands)
2013 $ 32
2014 35
2015 18
2016 14
2017 6

Amortization of all other identified intangible @&is (a component of depreciation and amortizatigreese) was $1.2 million and $
million for the three months ended January 31, 28&@ 2011, respectively, and $4.4 million and $®ilion for the nine months end
January 31, 2012 and 2011. The estimated annuatiaatmn of all other identified intangible asséts each of the five succeeding fiscal yt
is as follows:

Year Ended April 30, (in thousands)

2013 $ 4,921
2014 4,51¢
2015 4,15¢
2016 3,94(
2017 3,471

The excess of the cost of an acquired businesstbgeret of the amounts assigned to assets acdindding identified intangible asse
and liabilities assumed is recorded as goodwilie TTompanys goodwill has an indeterminate life and is not gimed, but is tested f
impairment on an annual basis, or more frequefitgvénts or changes in circumstances indicatettieisset might be impaired. Good
book value as of January 31, 2012 and April 30,12@&As $1.1 million. The annual review at April 3M11 indicated no impairment
goodwill. At January 31, 2012, the impairment dkentwood, Michigan, retail property indicated tlyatodwill assigned to the property v
also impaired. Accordingly, an approximately $7,@®@airment to goodwill was recognized.

USE OF ESTIMATES

The preparation of financial statements in conftymiith U.S. GAAP requires management to make estisiand assumptions that af
the reported amounts of assets and liabilities diadosure of contingent assets and liabilitieshat date of the financial statements anc
reported amounts of revenues and expenses duengplorting period. Actual results could differrfrdhose estimates.

RECLASSIFICATIONS

Certain previously reported amounts have been ssified to conform to the current financial statempresentation. The Compe
reports, in discontinued operations, the resultspafrations of a property that has either beenogisg of or is classified as held for sale an
related gains or losses, and as a result of diseed operations, retroactive reclassifications thenge prior period numbers have been n
See Note 7 for additional information. During firet and third quarters of fiscal year 2012 ther@any had no real estate dispositions. Dt
the second quarter of fiscal year 2012, the Compaityy a small retail property in Livingston, Mongarburing fiscal year 2011, the Comp
sold four apartment complexes, one industrial prigp@ne retail property and a patio home. The ltesaf operations for these properties
included in discontinued operations in the conddmsmsolidated statements of operations.

TAXABLE REIT SUBSIDIARY

During the third quarter of fiscal year 2012, then@pany sold its whollypwned taxable REIT subsidiary, LSREF Golden OpgW¥),
LLC (“LSREF Golden Ops”), to the owner of EdgewoWdtsta Senior Living Inc., the manager of the Companportfolio of Edgewoc
assisted living facilities and of the Company’s Whing assisted living facilities. LSREF Golden Opglie tenant in the Compasy\yoming
assisted living facilities. The Company sold thigity to restructure its assisted living portfofmlowing its acquisition of a portfolio of sev
senior housing projects in Idaho and an assistéuglifacility in Minot, North Dakota. Following theale of this entity, the Compamytevenu
from its Wyoming assisted living portfolio will be
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received solely as rent under the lease agreeménmLBREF Golden Ops, and property management esqzewill be paid by LSREF Gold
Ops as the tenant, and accordingly will not beudet in the Property management expenses catefjtirg Gompany’s financial statements.

INVOLUNTARY CONVERSION OF ASSETS

As we have previously reported, Minot, North Dakathere our corporate headquarters is located rexqued significant flooding in Ju
2011, resulting in extensive damage to our Arrowih&hopping Center and Chateau Apartments propeftich consists of two 3Rnit
buildings. Additionally, on February 22, 2012, arsfehe buildings of our Chateau Apartments propeshich had been undergoing restora
work following the flood, was completely destroyieyl fire. We expect to rebuild the destroyed buiddbut have no firm estimates at this t
for costs or expected completion date of such tdimg. The property is insured and we currently estpour losses to be covered under
insurance policy, subject to a deductible of $200,0rhe remaining units in our Chateau Apartmentgpg@rty are expected to be available
leasing in the first quarter of fiscal year 2013rdvhead Shopping Center is currently in varioagss of re-leasing. Costs related to clepn-
redevelopment and loss of rents for our Arrowheldpping Center and Chateau Apartments from the 20t& flood are being reimbursec
the Company by our insurance carrier, less the Goylp deductible of $200,000 under the policy. Asarfuhry 31, 2012, the Company
received $5.3 million of insurance proceeds foofl@leanup costs and redevelopment and approximately $286g&mbursement for busini
interruption (loss of rents); additional reimburgamfor business interruption in an amount totah328,000 is expected to be added bas
income to the extent that insurance proceeds amved and gain contingencies are resolved, inrdacece with U.S. GAAP. In regard to
Arrowhead Shopping Center, the Company currergljnates that a gain on involuntary conversion mraximately $1.7 million will b
reported in a future quarter, once all floedated costs have been reimbursed; however, tiisbar is an estimate only and is subjes
revision as reimbursements are received and rezedgnihe Company is currently unable to estimatetiadr and to what extent there may
gain or loss on involuntary conversion due to #ment Chateau Apartments fire.

NOTE 3 « EARNINGS PER SHARE

Basic earnings per share is computed by dividingimeome available to common shareholders by thghted average number
common shares outstanding during the period. folmwving table presents a reconciliation of themarator and denominator used to calct
basic and diluted earnings per share reportedeitdimdensed consolidated financial statementhiétttree and nine months ended Januai
2012 and 2011:

(in thousands, except per share data)

Three Months Ended Nine Months Ended
January 31 January 31
2012 2011 2012 2011

NUMERATOR
Income from continuing operatio~ Investors Real Estate Trt $ 2,127 % 534 $ 4337 $ 3,691
Income from discontinued operatic— Investors Real Estate Trt 0 11,29¢ 49¢€ 15,94°
Net income attributable to Investors Real Estatesfl 2,123 11,83: 4,83: 19,63¢
Dividends to preferred sharehold: (593) (593) (1,779 (1,779
Numerator for basic earnings per sh— net income available to commc

shareholder 1,53¢ 11,24( 3,05¢ 17,85¢
Noncontrolling interest— Operating Partnersh 351 2,79: 723 4,48~
Numerator for diluted earnings per sh $ 188t $ 14,03: $ 3,777 $ 22,34«
DENOMINATOR
Denominator for basic earnings per share weightedsge share 84,33¢ 79,39¢ 82,42« 78,14(
Effect of convertible operating partnership ul 19,59¢ 19,95' 19,75 20,17:
Denominator for diluted earnings per sh 103,93! 99,35¢ 102,17¢ 98,31:
Earnings per common share from continuing opera— Investors Reg

Estate Trus- basic and dilute: $ 02 $ .0C $ 02 $ .03
Earnings per common share from discontinued omerat- Investors Re:

Estate Trus— basic and dilute: .0C 14 .01 .2C
NET INCOME PER COMMON SHARI-BASIC & DILUTED $ 02 $ A4 $ 04 $ .23
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NOTE 4 « EQUITY

The Company has a currentiffective shelf registration statement under whidias registered common and preferred sharesrfiogal
interest with an aggregate public offering priceupfto $150.0 million. On January 20, 2012, the @any entered into a continuous eq
offering program under this shelf registration eta¢nt with BMO Capital Markets Corp. (“BMO’§s sales agent, pursuant to which
Company may from time to time offer and sell itsmroon shares of beneficial interest having an aggeegross sales price of up to $1(
million. Sales of common shares, if any, underghegram will depend upon market conditions and ofhetors to be determined by IRE
During the third quarter of fiscal year 2012, IREESued approximately 366,000 common shares unéepthgram for total proceeds (bef
offering expenses but after underwriting discowartd commissions) of $2.7 million. During the thgdarter of fiscal year 2011, IRET sold
shares under its previous continuous equity offeprogram with Robert W. Baird & Co., Incorporatesl sales agent. The shelf registre
statement under which the Company had reserve@siiar issuance under this previous continuoustegifiering program expired at the ¢
of its three-year life during the second quartefisifal year 2012.

During the nine months ended January 31, 2012 aad,2espectively, approximately 759,000 Units 88d,000 Units were convertec
common shares, with a total value of approxima$@yp million and $6.0 million included in equity pAroximately 52,000 common shares
15,000 shares were issued under the CompatyL(k) plan during the nine months ended JanB&y2012 and 2011, respectively, with a i
value of approximately $372,000 and $125,000 inetuth equity. Under the CompasyDistribution Reinvestment and Share Purchase,
approximately 4.0 million common shares and 1.2ionilcommon shares were issued during the nine insoeinded January 31, 2012 and 2
respectively, with a total value of $28.8 millioncd$10.1 million included in equity.

NOTE 5 « SEGMENT REPORTING

IRET reports its results in five reportable segreentultifamily residential properties, commercial offic@memercial medical (includir
senior housing), commercial industrial and comnatreetail properties. The Compasyfreportable segments are aggregations of s
properties. The accounting policies of each of¢reegments are the same as those described i2Note

IRET measures the performance of its segments basetwt operating income (“NOI"Wwhich the Company defines as total real e
revenues less real estate expenses (which cofsislities, maintenance, real estate taxes, insteaand property management expenses).
believes that NOI is an important supplemental mea®f operating performance for a RE§Toperating real estate because it provic
measure of core operations that is unaffected pyetéation, amortization, financing and general addhinistrative expense. NOI should no
considered an alternative to net income, net incam@lable for common shareholders or cash flounfi@perating activities as a measur
financial performance.

The revenues and net operating income for thesetedpe segments are summarized as follows fothttee and nine month periods en
January 31, 2012 and 2011, along with reconcilietito the condensed consolidated financial stattsn8egment assets are also reconcil
Total Assets as reported in the condensed consetidimancial statements.

(in thousands)

Three Months Ended January 31, Multi -Family Commercial- Commercial- Commercial- Commercial-

2012 Residentia Office Medical Industrial Retail Total

Real estate revent $ 18,83¢ $ 18,54: $ 16,60¢ $ 359% $ 3441 $ 61,02:

Real estate expens 8,66¢ 8,69¢ 5,22( 1,07¢ 1,18¢ 24,84

Net operating incom $ 10,16¢ $ 9,84¢ $ 11,38¢ $ 251t $ 2,252 36,17
Depreciation/amortizatio (15,267)
Administrative, advisory and trust

services (2,659
Other expense (359
Impairment of real estate investme (135)
Interest expens (16,537
Interest and other incon 29t
Income from continuing operatiol 2,521
Income from discontinued operatic 0

Net income $ 2,521
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(in thousands)

Three Months Ended January 31 Multi -Family  Commercial- Commercial- Commercial- Commercial-
2011 Residentia Office Medical Industrial Retail Total
Real estate revent $ 16,88: $ 19,34: $ 16,99: $ 334¢ % 3571 $ 60,14¢
Real estate expens 8,90¢ 9,507 5,89/ 1,20:% 1,52¢ 27,03!
Net operating incom $ 7,981 $ 9,83t $ 11,09¢ $ 2,14¢ $ 2,05] e kil
Depreciation/amortizatio (14,58))
Administrative, advisory and trustee servi (2,850
Other expense (441)
Interest expens (15,869
Interest and other incon 107
Income from continuing operatiol 48(
Income from discontinued operatic 14,10¢
Net income $ 14,58¢
(in thousands)
Multi -Family Commercial- Commercial- Commercial- Commercial-
Nine Months Ended January 31, 201 Residentia Office Medical Industrial Retail Total
Real estate reveni $ 54,69¢ $ 55,720 $ 50,29¢ $ 10,597 $ 9,96« $ 181,28:
Real estate expens 25,79 26,45 16,70¢ 3,17¢ 3,39¢ 75,52¢
Net operating incom $ 28,90¢ $ 29,27:  $ 33,59 $ 741¢ $ 6,56¢ 105,75’
Depreciation/amortizatio (45,109
Administrative, advisory and trust
services (5,949
Other expense (1,509
Impairment of real estate investme (135)
Interest expens (48,75¢)
Interest and other incon 661
Income from continuing operatiol 4,96¢
Income from discontinued operatic 61€
Net income $ 5,58t
(in thousands)
Multi -Family Commercial- Commercial- Commercial- Commercial-
Nine Months Ended January 31, 201  Residentia Office Medical Industrial Retail Total
Real estate reveni $ 49,59¢ $ 58,83¢ $ 49547 $ 9,89 $ 10,24¢ $ 178,11
Real estate expens 25,24% 27,08: 16,56 3,12% 3,62¢ 75,64+
Net operating incom $ 2434 $ 31,75 $ 3298 $ 6,761 $ 6,611 102,47:
Depreciation/amortizatio (43,55))
Administrative, advisory and trustee servi (5,537)
Other expense (1,357
Interest expens (48,339
Interest and other incon 411
Income from continuing operatiol 4,10¢
Income from discontinued operatic 19,93¢
Net income $ 24,04:
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Segment Assets and Accumulated Depreciation

Segment assets are summarized as follows as ofdald, 2012, and April 30, 2011, along with redbations to the condens
consolidated financial statements:

(in thousands)
Multi -Family Commercial- Commercial- Commercial- Commercial-

As of January 31, 201: Residentia Office Medical Industrial Retail Total
Segment Asse!
Property ownet $ 516,13! $ 603,31! $ 493,70. $ 118,76° $ 129,40. $ 1,861,32.
Less accumulated depreciati (127,79) (117,23) (75,244 (20,007 (23,909 (364,190
Total property owne: $ 388,33t $ 486,07¢ $ 418,45¢ $ 98,76( $ 105,49t 1,497,13.
Cash and cash equivalel 35,50:
Other investment 63<
Receivables and other ass 115,70°
Development in progre: 22,28:
Unimproved lanc 6,39(
Total Asset: $ 1,677,64

(in thousands)
Multi -Family Commercial- Commercial- Commercial- Commercial-

As of April 30, 2011 Residentia Office Medical Industrial Retail Total
Segment asse
Property ownel $ 484,81 $ 595,49: $ 447,83, $ 117,60. $ 125,05¢ $ 1,770,799
Less accumulated depreciati (117,719 (104,650 (65,367 (17,719 (23,504 (328,957)
Total property owne $ 367,090 $ 490,84: $ 382,46 $ 99,88¢ $ 101,55! 1,441,841
Cash and cash equivalel 41,19:
Other investment 62t
Receivables and other ass 115,30:
Development in progres 9,69:
Unimproved lanc 6,55(
Mortgage loans receivable, net
allowance 15€
Total Asset: $ 1,615,36.

NOTE 6 « COMMITMENTS AND CONTINGENCIES

Litigation. The Company is not a party to any legal proceedinlgish are expected to have a material effect @aGbmpanys liquidity,
financial position, cash flows or results of openas. The Company is subject to a variety of legetions for personal injury or prope
damage arising in the ordinary course of its bussnenost of which are covered by liability insumn¢arious claims of resident discriminat
are also periodically brought, most of which alse aovered by insurance. While the resolution @séhmatters cannot be predicted
certainty, management believes that the final au®f such legal proceedings and claims will nateha material effect on the Compasny’
liquidity, financial position, cash flows or ressilbf operations.

Insurance. IRET carries insurance coverage on its propertiemmounts and types that the Company believesumsteroarily obtained t
owners of similar properties and are sufficienathieve IRET’s risk management objectives.

Purchase Options. The Company has granted options to purchase celfdtT properties to tenants in these propertiesleturieas
agreements. In general, the options grant the tahanright to purchase the property at the greatesuch propertys appraised value or
annual compounded increase of a specified percemtthe initial cost of the property to IRET. ABJanuary 31, 2012, the total property
of the 36 properties subject to purchase options apgproximately $244.3 million, and the total greesstal revenue from these properties
approximately $14.7 million for the nine months eddanuary 31, 2012.

Environmental Matters. Under various federal, state and local laws, omtiea and regulations, a current or previous own@perator ¢
real estate may be liable for the costs of remofjabr remediation of, certain hazardous or toxibstances in, on,
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around or under the property. While IRET curreti®s no knowledge of any material violation of eamimental laws, ordinances or regulat
at any of its properties, there can be no assurtirateareas of contamination will not be identifegdany of the Company’properties, or th
changes in environmental laws, regulations or elparquirements would not result in material cesthe Company.

Restrictions on Taxable Dispositions. Approximately 110 of IRETS properties, consisting of approximately 6.1 millisquare feet of tl
Company’s combined commercial segmermperties and 4,017 apartment units, are subgecedtrictions on taxable dispositions ur
agreements entered into with some of the selleootributors of the properties. The real estatestment amount of these properties (n
accumulated depreciation) was approximately $787ilBon at January 31, 2012. The restrictions oxatde dispositions are effective
varying periods. The terms of these agreementsrginerevent the Company from selling the propertin taxable transactions. The Comg
does not believe that the agreements materiallgcathe conduct of the Companybusiness or decisions whether to dispose ofictx
properties during the restriction period becaugeGbmpany generally holds these and the Compathes properties for investment purpo:
rather than for sale. Historically, however, whERET has deemed it to be in the shareholdeest interests to dispose of restricted prope
it has done so through transactions structureebadéferred transactions under Section 1031 ofrtteznal Revenue Code.

Redemption Value of UPREIT Units . The limited partnership units (“UPREIT Units”f the Companys operating partnership, IR
Properties, are redeemable at the option of théendbr cash, or, at our option, for the Compangdmmon shares of beneficial interest
one-for-one basis, after a minimum oyear holding period. All UPREIT Units receive tb@me cash distributions as those paid on cor
shares. UPREIT Units are redeemable for an ammfuceish per Unit equal to the average of the daidyket price of an IRET common sh
for the ten consecutive trading days immediateBcpding the date of valuation of the Unit. As afidary 31, 2012 and 2011, the aggre
redemption value of the thentstanding UPREIT Units of the operating partngrsbwned by limited partners was approximately $Z
million and $179.2 million, respectively.

Joint Venture Buy/Sell Options. Certain of IRET's joint venture agreements contairy/sell options in which each party under ce
circumstances has the option to acquire the intefethe other party, but do not generally requirat the Company buy its partnemsterests
During the third quarter of fiscal year 2012, IRRB&quired, in an equity transaction for $1.3 milligis joint venture partnes’interest in th
Company’s only joint venture which allowed IRETunaffiliated partner, at its election, to requimat IRET buy its interest at a purchase
to be determined by an appraisal conducted in deome with the terms of the agreement, or at atiegd price. The entity will continue to
consolidated in IRE® financial statements. The Company currently lagomt ventures in which its joint venture partr@m require tt
Company to buy the partner’s interest.

Tenant Improvements . In entering into leases with tenants, IRET mamuut itself to fund improvements or builnlits of the rented spe
to suit tenant requirements. These tenant improwesrerre typically funded at the beginning of thesketerm, and IRET is accordingly expc
to some risk of loss if a tenant defaults priothe expiration of the lease term, and the rentadnme that was expected to cover the cost ¢
tenant improvements is not received. As of Jan&ry 2012, the Company is committed to fund apprexgly $10.1 million in tena
improvements, within approximately the next 12 nient

Development, Expansion and Renovation Projects. As of January 31, 2012, the Company had severatldpment, expansion a
renovation projects underway or recently completieel costs for which have been capitalized, asvit

Multi-Family Conversion, Minot, North DakotaThe Company is converting an existing approxatyatl5,000 square foot commer:
office building in Minot, North Dakota to a 20-umitulti-family residential property, for an estimated tatast of $2.9 million and a projec
completion date in the second quarter of fiscalr @ 3. As of January 31, 2012, the Company hadried approximately $330,000 of th
project costs. Work on this project had been termuilgrpostponed as Company employees and otheures® were directed to the supervi
of repairs at Company properties damaged by thensite summer 2011 flooding in Minot, North Dakdtat planning for this conversi
project has now resumed.

Senior Housing Memory Care and Assisted Living Einasper, Wyoming During the third quarter of fiscal year 2012e tBompan
substantially completed construction of an addalospproximately 28 assisted living units and 16mogy care units at its existing Mead
Wind senior housing facility in Casper, Wyoming. eTiCompany estimates that construction costs fa& éxipansion project will tot
approximately $4.7 million. As of January 31, 20tz Company had incurred approximately $3.8 mmillid these project costs.

Quarry Ridge Apartment Homes, Rochester, MinnesttaJune 2011, the Company commenced constructioan approximately 159-
unit apartment project in Rochester, Minnesotaated adjacent to its existing Quarry Ridge Apartmdomes. The Company currer
estimates that construction costs (excluding theevaf the land) will total approximately $17.3
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million, and that the project will be completed appmately 14 months from the start of constructiés of January 31, 2012, the Comp
had incurred approximately $8.1 million of the etted construction costs.

Williston Apartments, Williston, North Dakota During the second quarter of fiscal year 20h2, Company formed a joint venture
construct a 144-unit mulfamily residential property in Williston, North Data. Construction commenced in August 2011, aeddbmpan
currently estimates that the project will be congdeby July 2012 at a total cost to the joint veatantity of approximately $19.5 millic
including the value of the land. The Company is riegority member of the joint venture, with a 60@terest; the remaining 40% interes
held by the Compang’joint venture partner, a Minnesota limited ligicompany formed by a developer and a constroatmmmpany based
St. Cloud, Minnesota. The Company’s cash contributo the project is approximately $3.3 milliongti€ompanys joint venture partn
contributed project planning and development ses/&nd the land for the project, which togetherewedued at $2.2 million. The remainde
the project cost is being financed with a constamctoan from First International Bank & Trust. AJanuary 31, 2012, the joint venture et
had incurred approximately $8.6 million of the estted project costs.

Senior Housing Memory Care and Assisted Living Bjrlitaramie, Wyoming During the second quarter of fiscal year 202, Compan
entered into a contract for the construction ofdditional 29 assisted living units at its existd®unit Spring Wind senior housing facility
Laramie, Wyoming, and for the conversion of an #xis16 units at the facility to memory care unfts, a total, following project completic
of 61 assisted living units and 16 memory caresunithe Company estimates that the constructiots dos this expansion project will to
approximately $3.8 million and that the projectlvaié completed in the first quarter of fiscal y@@n3. As of January 31, 2012, the Comy
had incurred approximately $1.4 million of theseject costs.

IndustriatOffice Build-to-Suit, Minot, North Dakota During the second quarter of fiscal year 20h2, Company entered into a §6ar
fully net lease with a provider of production enbament services to the oil and gas industry, testtant and then lease an approxime
28,000 square foot industrial building to be lodate Minot, North Dakota on an approximately @6 parcel of vacant land. Construc
began in October 2011, with completion estimatedhim summer of 2012. Total construction costscameently estimated at $5.8 milli
(including the cost of the land), subject to tenatjuested changes. As of January 31, 2012, thep@mynhad incurred approximately $
million of these estimated construction costs.

Construction interest capitalized for the three thgreriods ended January 31, 2012 and 2011, regplgctwas approximately $116,0
and $26,000 for development projects completedimptdogress. Construction interest capitalizedtfi@ nine month periods ended Januan
2012 and 2011, respectively, was approximately $BDand $58,000 for development projects complatetlin progress.

NOTE 7 « DISCONTINUED OPERATIONS

The Company reports in discontinued operationsréielts of operations of a property that has eibe=n disposed of or is classifiec
held for sale. The Company also reports any gairlesses from the sale of a property in discontihaperations. During the first and tt
guarters of fiscal year 2012 the Company had nbeastate dispositions. During the second quartdisgcfl year 2012, the Company sol
small retail property in Livingston, Montana. Dugifiscal year 2011, the Company sold four apartnseniplexes, one industrial property,
retail property and a patio home. See Note 8 fditemhal information on the properties sold durthg nine months ended January 31, 201:
2011. There were no properties held for sale alonbiary 31, 2012 or 2011. The following informatg&hows the effect on net income and
gains or losses from the sale of properties cliassds discontinued operations for the three moatidled January 31, 2011 and the nine mu
ended January 31, 2012 and 2011:
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Three Months Endec  Nine Months Ended

January 31 January 31
(in thousands)
2011 2012 2011

REVENUE

Real estate renta $ 304 $ 57 $ 6,06¢

Tenant reimburseme 0 0 36
TOTAL REVENUE 304 57 6,10
EXPENSES

Depreciation/amortization related to real estategtiment: 51 8 1,172

Utilities 60 0 b5¢

Maintenance 74 0 70¢

Real estate taxe 16 0 63¢

Insurance 0 0 11C

Property management expen 10E 2 852

Other expense 0 0 1

Amortization related to nc-real estate investmer 0 0 4
TOTAL EXPENSES 30€ 10 4,044
Interest expens 14¢ (20 (1,492
Interest incomt 0 0 5
Income from discontinued operations before gaisae 147 27 571
Gain on sale of discontinued operati 13,96! 58¢ 19,36¢
INCOME FROM DISCONTINUED OPERATION. $ 14,10¢ $ 61€ $ 19,93¢

NOTE 8 « ACQUISITIONS AND DISPOSITIONS
PROPERTY ACQUISITIONS

During the third quarter of fiscal year 2012, then@pany closed on its acquisition of a 36-unit midtnily residential property in Isar
Minnesota, on approximately 1.7 acres of land, andadjoining 4.9 acre parcel of vacant land, fguachase price of approximately $
million, of which $3.0 million was paid in cash atite remainder in limited partnership units of @perating Partnership valued at $495,
This property is located next to the Company’s s 36-unit Evergreen Apartments in Isanti, Minnesota.cAtkiring the third quarter
fiscal year 2012, the Company substantially consletonstruction of an additional approximately 88isted living units and 16 memory ¢
units at its existing Meadow Wind senior housingilfy in Casper, Wyoming. The Company estimateat tbonstruction costs for tl
expansion project will total approximately $4.7 lioih. As of January 31, 2012, the Company had ireciepproximately $3.8 million of the
project costs.

The estimated fair values of land, building anadingiible assets acquired are provisional and amdbas the information that was availe
as of the filing of the Company’s Form T@- The Company will continue to evaluate thechase price allocation as better informs
becomes available. The Company expects to finttieevaluation and complete the purchase price @ilme as soon as practicable, but no
than one year from the acquisition date. The Comgapensed approximately $40,000 and $85,000 nkaetion costs related to acquisiti
in the three months ended January 31, 2012 and 284fdectively, and approximately $466,000 and $I@2in the nine months ended Jani
31, 2012 and 2011, respectively. The Compsuagquisitions and development projects place@iivice during the nine months ended Jan
31, 2012 and 2011 are detailed below:
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Nine Months Ended January 31, 2012

(in thousands)

Acquisitions and Development Projects Placed
Service Date Acquired Land Building Intangible Asset: Acquisition Cost

Multi-Family Residential

147 unit- Regency Park Estat- St. Cloud, MN 8/1/11 $ 70z $ 10,19¢ $ 0% 10,90(

50 unit - Cottage West Twin HomesSioux Falls
SD 10/12/11 96¢ 3,76% 0 4,73(
24 unit- Gables Townhome- Sioux Falls, SC 10/12/11 34¢ 1,921 0 2,27(
36 unit- Evergreen |- Isanti, MN 11/1/11 701 2,77¢ 0 3,47¢
2,72C 18,65¢ 0 21,37t

Commercial Medical
17,273 sq. ft Spring Creek American Falls -

American Falls, IC 9/1/11 137 3,40¢ 524 4,07(
15,571 sq. ft Spring Creek Soda Spri- Soda

Springs, ID 9/1/11 66 2,122 42 2,23(
15,559 sq. ft Spring Creek Ea¢- Eagle, ID 9/1/11 25C 3,191 65¢ 4,10(
31,820 sq. ft Spring Creek Meridi- Meridian,

ID 9/1/11 42¢ 5,49¢ 1,32 7,25(
26,605 sq. ft Spring Creek Overla- Boise, ID 9/1/11 65€ 5,001 1,06¢ 6,72¢
16,311 sq. ft Spring Creek Boi- Boise, ID 9/1/11 711 4,23¢ 12¢ 5,07t
26,605 sq. ft Spring Creek Usti- Meridian, ID 9/1/11 467 3,83¢ 0 4,30(
Meadow Wind Lanc¢- Casper, WY 9/1/11 50 0 0 50
24,795 sq. ft Trinity at Plaza - Minot, ND 1 9/23/11 0 5,562 0 5,562
3,431 sq. ft Edina 6525 Drew Ave- Edina, MN 10/13/11 38¢ 117 0 50t
22,193 sq. ft Meadow Winds Additic- Casper

WY 2 12/30/11 0 3,84( 0 3,84(

3,15¢ 36,81( 3,744 43,707

Commercial Retail
19,037 sq. ft. Jamestown Buffalo M-

Jamestown, NI3 6/15/11 0 822 0 822
Unimproved Land

Industria-Office Build-to-Suit- Minot, ND 9/7/11 41€ 0 0 41€
Total Property Acquisition $ 6,28¢ $ 56,287 $ 3,74¢ $ 66,32(

(1) Development property placed in service September 23, 2011. Additional costs paid in fiscal year 2011 totaled $3.3 million, for a total
project cost at January 31, 2012 of $8.8 million.

(2) Expansion project placed in service December 30, 2011.

(3) Construction project placed in service June 15, 2011. Additional costs paid in fiscal year 2011 totaled $1.4 million, for a total project cost
at January 31, 2012 of $2.3 million.

Table of Content
19




Nine Months Ended January 31, 2011

Acquisitions and Development Projects Placed

(in thousands)

Service Date Acquired Land Building Intangible Asset: Acquisition Cost
Commercial Office
58,574 sq. ft. Omaha 10802 Farnam - Omahg
NE 12/16/10 $ 2,462 $ 4,374 $ 1,45¢ $ 8,29¢
Commercial Medical
14,705 sq. ft. Billings 2300 Grant Roi- Billings,
MT 7/15/10 64¢ 1,21¢ 657 2,522
14,640 sqg. ft. Missoula 3050 Great Northel
Missoula, MT 7/15/10 64C 1,331 752 2,72¢
108,503 sq. ft. Edgewood Vista Mir- Minot, ND 11/10/10 1,04¢ 11,59( 2,54¢ 15,18:
23,965 sq. ft. Edgewood Vista Spearfish Expan:
- Spearfish, S[1 1/10/11 0 2,28( 0 2,28(
2,33t 16,417 3,95¢ 22,70¢
Commercial Industrial
42,244 sq. ft. Fargo 1320 45th S- Fargo, ND? 6/22/10 0 1,634 0 1,634
Commercial Retail
47,709 sq. ft. Minot 1400 31st A- Minot, ND 12/10/10 1,02¢ 6,14: 1,081 8,25(
Total Property Acquisition $ 5,82% $ 28,56¢ $ 6,49 $ 40,88t

(1) Expansion project placed in service January 10, 2011.

(2) Development property placed in service June 22, 2010. Additional costsincurred in fiscal year 2010 totaled $2.3 million, for a total project

cost at January 31, 2011 of $3.9 million.

PROPERTY DISPOSITIONS

The Company had no real estate dispositions ithiing quarter of fiscal year 2012. The followindpka details the Comparg/disposition

during the nine months ended January 31, 2012 ahdl: 2

Nine Months Ended January 31, 2012

Dispositions

(in thousands)

Sales Price

Book Value
and Sales Cos

Gain/(Loss)

Commercial Retail
41,200 sq ft. Livingstone Pamic Livingston, MT

2,17¢

1,58¢

58¢

Total Property Disposition

2,17¢

1,58¢

58¢
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Nine Months Ended January 31, 2011

(in thousands)

Book Value

Dispositions Sales Price  and Sales Cos  Gain/(Loss)
Multi-Family Residential

504 unit- Dakota Hill at Valley Ranc- Irving, TX $ 36,10 $ 30,90¢ $ 5,191

192 unit- Neighborhood Apartmen- Colorado Springs, Ct 11,20( 9,664 1,53¢

195 unit- Pinecone Apartmen- Fort Collins, CC 15,87 10,42: 5,45:

210 unit- Miramont Apartment- Fort Collins, CC 17,20( 10,73: 6,46¢

80,37¢ 61,727 18,64¢

Commercial Medical

1,410 sq. ft. Edgewood Vista Patio Home 4- Fargo, ND 20¢ 22C (15)
Commercial Industrial

29,440 sq. ft. Waconia Industrial Buildi- Waconia, MN 2,30( 1,561 73¢
Commercial Retail

41,000 sq. ft. Ladysmith Pami- Ladysmith, WI 45(C 457 (7)
Total Property Disposition $ 83,33( $ 63,96t $ 19,36¢

NOTE 9 « MORTGAGES PAYABLE AND LINE OF CREDIT

The Companys mortgages payable and revolving line of credit@ollateralized by substantially all of its protes owned. The majori
of the Company’s mortgages payable are secureddiyidual properties or groups of properties, ara rronrecourse to the Company, ot
than for standard carve-out obligations such asdfravaste, failure to insure, environmental condsi and failure to pay real estate taxes.
Interest rates on mortgages payable range fromd2 f618.25%, and the mortgages have varying matdates from the current fiscal y
through July 1, 2036.

Of the mortgages payable, the balances of fixeslmairtgages totaled $1.0 billion at January 312281id $992.3 million at April 30, 20!
The balances of variable rate mortgages totaled5$tflion and $1.5 million as of January 31, 204r&d April 30, 2011, respectively. T
Company does not utilize derivative financial ingtients to mitigate its exposure to changes in marierest rates. Most of the fixed r
mortgages have substantial pre-payment penaltisofAlanuary 31, 2012, the weighted average ratet@fest on the Comparg/mortgag
debt was 5.84%, compared to 5.92% on April 30, 20ht aggregate amount of required future pringi@giments on mortgages payable ¢
January 31, 2012, is as follows:

Year Ended April 30, (in thousands)
2012 (remaindel $ 13,417
2013 51,72«
2014 66,02¢
2015 106,20°
2016 86,18:
Thereaftel 715,16:
Total payment: $ 1,038,71

The Company'’s revolving, mulbank line of credit with First International BankdaTrust, Watford City, North Dakota, as lead bamégl
as of January 31, 2012, lending commitments of G&dllion. As of January 31, 2012, the line of ditewas secured by mortgages or
properties; under the terms of the line of cremlibperties may be added and removed from the eddlapool with the agreement of the lenc
Participants in this credit facility as of JanuaB{, 2012 included, in addition to First InternaibrBank, the following financi
institutions: The Bank of North Dakota; First West Bank and Trust; Dacotah Bank; United CommuB#yk; American State Bank & Trt
Company and Town & Country Credit Union. The linecoedit has a current interest rate of 5.65% amdi@mum outstanding princig
balance requirement of $10.0 million, and as ofuday 31, 2012, the Company had borrowed $49.0anilliThe facility includes custom:
loan covenants including restrictions regardingimimm debtservice ratios to be maintained in the aggregadkeimdividually on properties
the collateral pool, and the Company is also reglio maintain minimum depository account(s) ta$6.0 million with First International,
which
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$1.5 million is to be held in a nanterest bearing account. As of January 31, 2012 ,Gompany believes it is in compliance with thalifs
covenants.

NOTE 10 * FAIR VALUE OF FINANCIAL INSTRUMENTS

The following methods and assumptions were usedstimate the fair value of each class of finanicistruments.

Mortgage Loans Receivable. Fair values are based on the discounted valuetofeficash flows expected to be received for a laging
current rates at which similar loans would be miadeorrowers with similar credit risk and the saremaining maturities. Terms are short t
in nature and carrying value approximates the egéchfair value.

Cash and Cash Equivalents. The carrying amount approximates fair value becafisiee short maturity.

Other Investments. The carrying amount, or cost plus accrued intecdshe certificates of deposit approximates failue.

Other Debt. The fair value of other debt is estimated basetherdiscounted cash flows of the loan using cumestket rates.

Line of Credit. The carrying amount approximates fair value beedbe variable rate debt re-prices frequently.

Mortgages Payable. For variable rate loans that peice frequently, fair values are based on carryiayes. The fair value of fixed r:
loans is estimated based on the discounted cask 6i6the loans using current market rates.

The estimated fair values of the Company’s findnoistruments as of January 31, 2012 and AprilZ8,1, are as follows:

(in thousands)
January 31, 201z April 30, 2011
Carrying Amount Fair Value Carrying Amount Fair Value

FINANCIAL ASSETS

Mortgage loans receivab $ 0% 0% 15€ $ 15€

Cash and cash equivalel 35,50: 35,50: 41,19 41,19:

Other investment 63: 63: 62E 62°
FINANCIAL LIABILITIES

Other deb 6,17¢ 6,25¢ 8,20( 7,27¢

Line of credit 49,00( 49,00( 30,00( 30,00(

Mortgages payabl 1,038,71°  1,086,94 993,80  1,013,71

NOTE 11 « REDEEMABLE NONCONTROLLING INTERESTS

Redeemable noncontrolling interests on our Conde@smsolidated Balance Sheets represent the nandong interest in a joint ventu
of the Company in which the Compasyinaffiliated partner, at its election, could reguhe Company to buy its interest at a purchaie
be determined by an appraisal conducted in accoedaiith the terms of the agreement, or at a negatiprice. Redeemable noncontrol
interests are presented at the greater of thaiyingramount or redemption value at the end of eagplerting period. Changes in the value f
period to period are charged to common shares éflmal interest on our consolidated balance shebBte Company acquired this inte
from its joint venture partner in the third quartéifiscal year 2012, and, following this acquisitj currently has no redeemable noncontra
interests in consolidated real estate entitiesofAdanuary 31, 2012 and April 30, 2011, the estémhatedemption value of the redeem
noncontrolling interests was $0 and $987,000, retspey. Below is a table reflecting the activitfthe redeemable noncontrolling interests.

(in thousands)
Balance at April 30, 201 $ 1,812
Net loss 5)
Distributions 0
Mark-to-market adjustment (570
Balance at January 31, 20 $ 1,23
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gi n thousandsg

Balance at April 30, 201 $ 987
Net income 12
Distributions 27)
Mark-to-market adjustment 35
Acquisition of joint venture partn’s interes (1,007%)
Balance at January 31, 20 $ 0

NOTE 12 « SUBSEQUENT EVENTS

Common and Preferred Share Distributions. On March 7, 2012, the CompansyBoard of Trustees declared a regular quartestyibutior
of 13.00 cents per share and unit on the Compacgmmon shares of beneficial interest and thetidinpartnership units of IRET Propert
payable April 2, 2012 to common shareholders arithalders of record on March 19, 2012. Also on dkav, 2012, the Compars/Board ¢
Trustees declared a distribution of 51.56 centsgh@re on the Comparsypreferred shares of beneficial interest, payagsl 2, 2012 tc
preferred shareholders of record on March 19, 2012.

Completed Acquisition. Subsequent to the end of the third quarter of figear 2012, on February 16, 2012, the Companyedias it:
acquisition of the Grand Gateway Apartments, a ddié-multi-family residential property located in St. CloudinMesota, for a purchase pi
of $7.9 million, of which approximately $3.4 milliovas paid in cash and the remainder in limitednegship units of the Operating Partner:
valued at approximately $4.5 million. A limited paership of which Stephen Stenehjem, a trusteb@fQompany, is the general partner,
one of six investors in this property prior todisquisition by the Company, and the Compamurchase of the property resulted in the isst
to this limited partnership of UPREIT units of tB@erating Partnership valued at approximately #iillon. As required under the Company’
Related Party Transactions policy and DeclaratibAroist, the transaction was approved by the CowgaAudit Committee and by t
independent trustees of the Company, without tcization of Mr. Stenehjem. As a result of thiartsaction with the Company, the Boar
Trustees has determined that Mr. Stenehjem is ngeloeligible to be considered an independentdeusinder the listing standards of
NASDAQ stock exchange. Mr. Stenehjem remains enGbmpan’s Board as a trustee but has resigned as a meshlige Companys Audi
Committee. The Company continues to have a mygjafitindependent trustees on its Board, and thnelefendent trustees on its Al
Committee, and accordingly remains in compliancé wiese requirements of the listing standardb®@MNASDAQ stock exchange.

Pending Acquisitions. The Company has signed purchase agreements foactpdsition of the following properties (these pieg
acquisitions are subject to various closing condgi and accordingly no assurances can be givéthése transactions will be completed):
multi-family residential projects in Grand Forks, Nortakota, with a total of 84 units, for a purchase@iotaling approximately $8.3 millic
of which approximately $1.1 million would be paidraugh the issuance of limited partnership unitghef Operating Partnership, with
remainder paid in cash; and a 44 building, 308-omitti-family residential complex in Topeka, Kansas, f@rize totaling approximately $1°
million, of which $5.2 million would be paid in daswith the remainder consisting of the assumptibexisting mortgage debt on the property.

Jamestown, North Dakota Joint Venture. Subsequent to the end of the third quarter of figear 2012, on February 10, 2012,
Company formed a joint venture entity to developapproximately 45,000 square foot medical officddig in Jamestown, North Dakota
approximately 4.98 acres of land to be leased uageepaid ground lease with an initial term ofy@é@rs. The medical office building would
connected to the recently-built Jamestown RegiMedical Center. The Comparsyjoint venture partner in this development projeititbe ar
investment group based in Minneapolis, Minnesotae Estimated total project cost for constructiontlod medical office building
approximately $9.2 million (including the prepaitbgnd lease), with IRET expected to invest appragety $1.5 million for a 51.0% share
the joint venture. Construction is currently exgelcto commence in the fourth quarter of fiscal y2@t2, and conclude in the third quarte
fiscal year 2013. Construction financing of approately $6.2 million is being offered by Wells FarBank, NA and this loan is expectec
close in the fourth quarter of fiscal year 201RET will provide management services for this depelent. This joint venture developm
project is subject to continued negotiation andoter closing conditions, and accordingly no asstearcan be given that the project wil
completed on the terms summarized above, or at all.

Chateau Apartments Fire. On February 22, 2012, one of the two building®wf Chateau Apartments property in Minot, NorthkBta
was destroyed by fire. The building had been urmiargrestoration following the significant floodirig Minot in June 2011. None of the ul
in either of the Chateau Apartments buildings wareupied at the time of the fire. We expect to
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rebuild the destroyed building but have no firnireates at this time for the cost or expected cotigiedate of such rebuilding. The propert
insured and we currently expect our losses to berea under our insurance policy, subject to a diole of $200,000. The remaining units
the other building of our Chateau Apartments priypare expected to be available for leasing infitts¢ quarter of fiscal year 2013.

ITEM 2. MANAGEMENT'S DISCUSSION
AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion and analysis should bed rem conjunction with the unaudited condensed clidaied financial statemer
included in this report, as well as the Comparstidited financial statements for the fiscal yaated April 30, 2011, which are included in
Company’s Form 10-K filed with the SEC on July 2811, as amended by the Current Report on Fokfied with the SEC on Decemt
12, 2011.

Forward Looking Statements. Certain matters included in this discussion argvéod looking statements within the meaning of thdefa
securities laws. Although we believe that the exqtgans reflected in the following statements aasdd on reasonable assumptions, we
give no assurance that the expectations expresidieactually be achieved. Many factors may causmaaesults to differ materially from ¢
current expectations, including general economiad®ns, local real estate conditions, the genlenadl of interest rates and the availabilit
financing and various other economic risks inhenernihe business of owning and operating investmesitestate.

Overview. IRET is a self-advised equity REIT engaged in ownémd operating incomgroducing real estate properties. Our investn
include multifamily residential properties and commercial officemmercial medical, commercial industrial and owercial retail properti
located primarily in the upper Midwest states ohisota and North Dakota. Our properties are dfieisy type and location. As of Janu
31, 2012, our real estate portfolio consisted oh@ilti-family residential properties containing 8,921 ame&nt units and having a total r
estate investment amount net of accumulated degfieeiof $388.3 million, and 184 commercial profrtcontaining approximately 1.
million square feet of leasable space. Our comrakpcbperties consist of:

« 68 commercial office properties containing approatety 5.1 million square feet of leasable space laning a total real est:
investment amount net of accumulated depreciatic@#86.1 million;

« 65 commercial medical properties (including seriiousing) containing approximately 2.9 million squdeet of leasable space .
having a total real estate investment amount nato@imulated depreciation of $418.4 milli

» 19 commercial industrial properties containing amately 2.9 million square feet of leasable spand having a total real est
investment amount net of accumulated depreciatic®8.8 million; anc

» 32 commercial retail properties containing appraagely 1.4 million square feet of leasable space having a total real est:
investment amount net of accumulated depreciatié@i05.5 million.

Our primary source of income and cash is rentscéstsn with multifamily residential and commercial leases. Our bessrobjective is
increase shareholder value by employing a dis@glimvestment strategy. This strategy is focusegromwing assets in desired geograpt
markets, achieving diversification by property tygred location, and adhering to targeted returrecijuiring properties. We intend to conti
to achieve our business objective by investing udtinfamily residential properties and in commerciaic#f commercial medical, commert
industrial, and commercial retail properties the¢ &ased to single or multiple tenants, usually ffee years or longer, and are loce
throughout the upper Midwest. We operate mainlyhinitthe states of North Dakota and Minnesota, alffrowe also have real est
investments in Colorado, Idaho, lowa, Kansas, Mjahj Missouri, Montana, Nebraska, South Dakotac@isin and Wyoming.

We compete with other owners and developers of iffarhily and commercial properties to attract tenaotour properties, and
compete with other real estate investors to acquioperties. Principal areas of competition forates are in respect of rents charged an
attractiveness of location and quality of our pmips. Competition for investment properties affeatir ability to acquire properties we war
add to our portfolio, and the price we pay for d@sijons.

Physical occupancy as of January 31, 2012 compar@dnuary 31, 2011 increased in three of ourfdgortable segments, decreasin
our commercial office and commercial medical segsieon a stabilized basis and an ibperty basis. Stabilized properties are props
owned and in operation for the entirety of the ga#sibeing compared (including properties that were
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redeveloped or expanded during the periods beimgpaoed, with properties purchased or sold durirgggeriods being compared exclu
from the stabilized property category), and, in tase of development or development properties, which have achieved a tdeyel o
occupancy. Our overall level of tenant concessitetyeased in the three month period ended Jandar3032, compared to the three mo
ended January 31, 2011 and increased in the nim¢hnperiod ended January 31, 2012, compared toitleemonths ended January 31, 2011.

We continue to experience lower revenues and deedeaccupancy levels in our commercial office segnrecomparison with the year-
earlier period, which we believe reflects the comitng challenging and uncertain economic conditionsertain of our markets, despite st
signs of economic recovery and renewed commeregihg interest. Our mult&mily residential portfolio continues to improvwe éccupanc
and real estate revenue compared to the gadier period, although physical occupancy dediie the third quarter of fiscal year 2(
compared to the immediately preceding quarter,tduewer leasing activity in the winter months.

During the third quarter of fiscal year 2012, ascdssed below in the Property Acquisitions and @8gjpns section of this Management’
Discussion and Analysis of Financial Condition d@esults of Operations, the Company closed on itgliaition of a 36-unit multfamily
residential property in Isanti, Minnesota, on apjraately 1.7 acres of land, and an adjoining 4.& grarcel of vacant land. This propert
located next to the Company’s existing @@it Evergreen Apartments in Isanti, Minnesota. iBgithe third quarter of fiscal year 2012,
Company sold its wholly-owned taxable REIT subsiiaSREF Golden Ops 14 (WY), LLC (“LSREF Golden Opsto the owner ¢
Edgewood Vista Senior Living Inc., the manager led Company’s portfolio of Edgewood assisted liviagilities and of the Companry’
Wyoming assisted living facilities. LSREF Golden<p the tenant in the CompasyWyoming assisted living facilities. The Compaimyd
this entity to restructure its assisted living palit following its acquisition of a portfolio ofeven senior housing projects in Idaho an
assisted living facility in Minot, North Dakota.

As we have previously reported, Minot, North Dakathere our corporate headquarters is located rexqued significant flooding in Ju
2011, resulting in extensive damage to our Arrowth&hopping Center and Chateau Apartments propettych consists of two 3B8nit
buildings. Additionally, on February 22, 2012, arsfehe buildings of our Chateau Apartments propeshich had been undergoing restora
work following the flood, was completely destroyieyl fire. We expect to rebuild the destroyed buiddbut have no firm estimates at this t
for costs or expected completion date of such tdimgi. The property is insured and we currently eotpour losses to be covered under
insurance policy, subject to a deductible of $200,0rhe remaining units in our Chateau Apartmentgpgrty are expected to be available
leasing in the first quarter of fiscal year 2013rdvhead Shopping Center is currently in varioagss of re-leasing. Costs related to clepn-
redevelopment and loss of rents for our Arrowheldpping Center and Chateau Apartments from the 20t# flood are being reimbursec
the Company by our insurance carrier, less the Goylp deductible of $200,000 under the policy. Asarfuhry 31, 2012, the Company
received $5.3 million of insurance proceeds foofl@leanup costs and redevelopment and approximately $286g&mbursement for busini
interruption (loss of rents); additional reimburgamfor business interruption in an amount totah328,000 is expected to be added bas
income to the extent that insurance proceeds amviexd and gain contingencies are resolved, inrdance with U.S. GAAP. In regard to
Arrowhead Shopping Center, the Company currenttimages that a gain on involuntary conversion ofragimately $1.7 million will b
reported in a future quarter, once all floedated costs have been reimbursed; however, tiisbar is an estimate only and is subjes
revision as reimbursements are received and rezedgnihe Company is currently unable to estimatetiadr and to what extent there may
gain or loss on involuntary conversion due to #ment Chateau Apartments fire.

On January 20, 2012, the Company entered into &incmus equity offering program with BMO Capital Mats Corp. as sales agt
pursuant to which the Company may from time to tioffer and sell its common shares of beneficia¢riest having an aggregate gross :
price of up to $100.0 million. Sales of common sisaif any, under the program will depend upon redonditions and other factors to
determined by IRET. During the third quarter ofcéik year 2012, the Company issued approximately,0B&® common shares under
program for total proceeds (before offering expermé after underwriting discounts and commissiafi€2.7 million.

Critical Accounting Palicies. In preparing the condensed consolidated financiatements management has made estimate
assumptions that affect the reported amounts atasnd liabilities and the disclosure of contirtgassets and liabilities at the date of
financial statements and the reported amounts \amges and expenses during the reporting periodsiafresults could differ from thc
estimates. A summary of the Company’s critical actimg policies is included in the Company’s For@KLfor the fiscal year ended April &
2011, filed with the SEC on July 14, 2011, as areeray the Current Report on
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Form 8-K filed with the SEC on December 12, 201i,Managemen$ Discussion and Analysis of Financial Conditiord @results ¢
Operations. There have been no significant chatm®se policies during the three months endedalgr1, 2012.

RECENT ACCOUNTING PRONOUNCEMENTS

For disclosure regarding recent accounting pronemnants and the anticipated impact they will havewanoperations, please refer to N
2 to our condensed consolidated financial statesnent

RESULTS OF OPERATIONS FOR THE THREE AND NINE MONTHS ENDED JANUARY 31, 2012 AND 2011
REVENUES

Revenues for the three months ended January 32,28t $61.0 million compared to $60.1 million retthree months ended January
2011, an increase of $877,000 or 1.5%. Reverarahé nine months ended January 31, 2012 were.$18illion compared to $178.1 milli
in the nine months ended January 31, 2011, andreref $3.2 million or 1.8%. The increase in rewefar the three and nine months er
January 31, 2012 resulted primarily from properéieguired in Fiscal 2011 and 2012, as shown inahke below.

(in thousands)

Increase in Total Increase in Total
Revenue Revenue
Three Months Nine Months

ended January 31, 201 ended January 31, 201

Rent in Fiscal 2012 primarily from 8 properties aicgd in Fiscal 2011 in excess of

received in Fiscal 2011 from the same 8 prope $ 311 $ 2,34
Rent in Fiscal 2012 primarily from 12 propertiesjaiced in Fiscal 201 1,56¢ 2,517
Decrease in rental income on stabilized propediesto a decrease in ten:

reimbursements in commercial segments relatedetoverall increase in commercial

segment vacancy (1,88¢) (2,44%)
Increase in straight line re 49¢ 1,68
Decrease (increase) in tenant concess 392 (937)
Net increase in total reven $ 877 $ 3,16¢

The increase in revenue in the three and nine rsarided January 31, 2012 compared to the sameqirathe prior fiscal year is sho
by segment in the following table:

Three Months Ended January 31, Multi -Family  Commercial Commercial Commercial Commercial

2012 Residential Office Medical Industrial Retail All Segments

Non-stabilized real estate reven $ 79¢ $ 136 $ 88¢ $ 0 $ 50 $ 1,87t

Stabilized real estate reven 1,04« (1,139 (1,929 281 (15%) (1,889

Straight line ren 0 (22) 62C 3 (1049 49¢

Concession 10¢ 21€ 32 (37) 73 39z

Total increase (decrease) in real este

revenue $ 1,951 $ (802) $ (389 $ 247 $ (13¢) $ 877
Multi -Family  Commercial Commercial Commercial Commercial

Nine Months Ended January 31, 201 Residential Office Medical Industrial Retail All Segments

Non-stabilized real estate reven $ 1,52( $ 80z $ 2,11¢ $ 67 $ 351 $ 4,85¢

Stabilized real estate reven 3,632 (3,599 (2,639 57¢ (41%) (2,445

Straight line ren 0 134 1,18¢ 32t 40 1,68

Concession (49 (454) 84 (261 (257) (937)

Total increase (decrease) in real este

revenue $ 510 $ (3,117 $ 75z $ 707 $ (281) $ 3,164
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NET OPERATING INCOME

The following tables show real estate revenued astate expenses and NOI by reportable operaéigment for the three and nine moi
ended January 31, 2012 and 2011. For a recommiliaf net operating income of reportable segmémtset income as reported, see Note
the Notes to the condensed consolidated finan@Egments in this report.

The tables also show NOI by reportable operatiggrsant on a stabilized property and non-stabilizdpfroperty) basis. This comparis
allows the Company to evaluate the performance xidting properties and their contribution to netdme. Management believes 1
measuring performance on a stabilized propertyshiasiiseful to investors because it enables evatuaf how the Companyg’ properties a
performing year over year. Management uses thissareao assess whether or not it has been suctésséficreasing net operating incor
renewing the leases of existing tenants, contigliperating costs and appropriately handling chipitarovements.

(in thousands)

Three Months Ended January 31 Multi -Family Commercial- Commercial- Commercial- Commercial-
2012 Residentia Office Medical Industrial Retail All Segment:
Real estate revent $ 18,83¢ $ 18,54: $ 16,60¢ $ 359% $ 3441 $ 61,02:
Real estate expens
Utilities 1,831 1,69¢ 782 71 144 4,52¢
Maintenance 2,38¢ 2,51¢ 1,04¢ 142 301 6,39¢
Real estate taxe 1,76( 3,54k 1,50( 68E 55¢ 8,04¢
Insurance 43€ 211 131 6C 52 89C
Property manageme 2,258 725 1,75¢ 11¢ 132 4,98¢
Total expense $ 8,66¢ $ 8,69t $ 522( $ 1,07¢ $ 1,18t $ 24,84¢
Net operating incom $ 10,16¢ $ 9,84¢ $ 11,38¢ $ 251t $ 2,25: $ 36,17
Stabilized net operating incor $ 9,77: % 9,67C $ 10,037 $ 2,40¢ $ 2,14¢ % 34,03"
Non-stabilized net operating incor 39€ 17¢€ 1,352 10¢ 104 2,13
Total net operating incor $ 10,16¢ $ 9,84¢ $ 11,38¢ $ 251¢ % 225 % 36,17
(in thousands)
Three Months Ended January 31 Multi -Family Commercial- Commercial- Commercial- Commercial-
2011 Residentia Office Medical Industrial Retail All Segment:
Real estate revent $ 16,88: $ 19,34:  $ 16,99: $ 3,34¢ $ 3571 $ 60,14¢
Real estate expens
Utilities 1,851 1,837 812 117 15¢ 4,77¢
Maintenance 2,851 3,18¢ 1,345 30¢ 657 8,35¢
Real estate taxe 1,67¢ 3,571 1,37¢ 62€ 532 7,78(
Insurance 31¢ 144 117 37 28 64¢
Property manageme 2,20( 76€ 2,24 11F 15C 5,474
Total expense $ 8,90 $ 9,507 $ 589 $ 1,200 $ 152¢ $ 27,03:
Net operating incom $ 7,981 $ 9,83¢ $ 11,09¢ $ 2,14¢ $ 2,051 $ 33,11¢
Stabilized net operating incor $ 7,981 $ 9,71¢ % 10,62: $ 2,03t $ 197 $ 32,32’
Non-stabilized net operating incor 0 117 47€ 11z 78 78€
Total net operating incorr $ 7,981 $ 9,83¢ $ 11,09¢ $ 2,14¢ $ 2,051 $ 33,11:
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(in thousands)

Multi -Family  Commercial- Commercial- Commercial- Commercial-

Nine Months Ended January 31, 201  Residentia Office Medical Industrial Retail All Segment:
Real estate revent $ 54,69¢ $ 55,72: $ 50,29¢ $ 10,597 $ 9,96¢ $ 181,28
Real estate expens

Utilities 4,80¢ 5,85( 2,40¢ 19 34z 13,42¢

Maintenance 7,84( 7,77 3,15¢ 53¢ 87¢ 20,18t

Real estate taxe 5,104 10,24: 4,477 2,06: 1,64: 23,52¢

Insurance 1,19(C 654 39t 16¢€ 144 2,552

Property manageme 6,852 1,92¢ 6,27¢ 391 39C 15,83¢
Total expense $ 25,79 % 26,45. % 16,70¢ $ 3,17¢  $ 3,39t $ 75,52¢
Net operating incom $ 28,90¢ $ 29,27:  $ 33,59 $ 741¢ $ 6,56¢ $ 10575
Stabilized net operating incor $ 28,127 $ 28,67 $ 30,83 $ 7,09 $ 6,227 $ 100,95:¢
Non-stabilized net operating incor 781 59¢ 2,75¢€ 32€ 341 4,80:
Total net operating incorr $ 28,90¢ $ 29,27:  $ 33,59 $ 741¢ $ 6,56¢ $ 10575

(in thousands)
Multi -Family  Commercial- Commercial- Commercial- Commercial-

Nine Months Ended January 31, 201  Residentia Office Medical Industrial Retail All Segment:
Real estate revent $ 49,59¢ $ 58,83¢ $ 49547 $ 9,89( $ 10,24¢ $ 178,11t
Real estate expens

Utilities 4,58¢ 5,63( 2,40 211 353 13,18«

Maintenance 8,13¢ 8,57 3,461 587 1,24 22,00:

Real estate taxe 4,89¢ 10,45: 4,27¢ 1,901 1,53t 23,06¢

Insurance 91C 42€ 33¢ 11F 76 1,86¢

Property manageme 6,71¢ 2,001 6,08( 30: 42% 15,52¢
Total expense $ 25,247 $ 27,08. $ 16,56! $ 3,12:  $ 3,62¢ $ 75,64¢
Net operating incom $ 24,34 $ 31,75 $ 32,98: $ 6,761 $ 6,61 $ 10247
Stabilized net operating incor $ 24,34¢ $ 31,64¢ $ 32,35¢ $ 6,51« $ 6,53¢ $ 101,40t
Non-stabilized net operating incor 0 10¢ 62€ 252 78 1,06¢
Total net operating incom $ 24,34 $ 31,75 $ 3298 $ 6,761 $ 6,61 $ 10247

FACTORS IMPACTING NET OPERATING INCOME

Real estate revenue increased slightly in the threeth period ended January 31, 2012 comparecketthtee month period ended Jan:
31, 2011, to $61.0 million compared to $60.1 millidiowever, real estate revenue increased in amby df our five reportable segmer
decreasing in our commercial office, commercial iv@dand commercial retail segments, with lowemt@reimbursements due to increas:
vacancy in our commercial office segment primari#gponsible for most of the revenue decrease athese three segments. Real e
revenue increased in three of our five reportabgments in the nine month period ended Januarg(@l2 compared to the nine month pe
ended January 31, 2011, to $181.3 million comp&wekiL78.1 million primarily due to acquisitions kiscal 2011 and 2012. Our overall le
of tenant concessions decreased in the three npamtbd ended January 31, 2012 and increased initliemonth period ended January
2012 compared to the year-earlier periods.

» Physical Occupancy . As of January 31, 2012, physical occupancy legals stabilized basis and on an all property basigased froi
the year earlier period in three of our five repbté segments, decreasing in our commercial offitce commercial medical segments.
attribute the decrease in commercial office occapaimarily to continued challenging economic citioehs in certain of our markets,
discussed above in the Overview section of this &d@ment Discussion and Analysis of Financial Condition &esults of Operatior
Multi- family residential market conditions improved frdhe year earlier period. Physical occupancy ratea etabilized property and

property basis for January 31, 2012, comparedg¢dé#muary 31, 2011, are shown bel
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Stabilized Properties All Properties

January 31, January 31,

2012 2011 2012 2011
Multi-Family Residentia 93.5% 91.1% 93.2% 91.1%
Commercial Office 77.6% 79.8% 77.%% 80.1%
Commercial Medica 93.8% 95.6% 94.5% 96.1%
Commercial Industric 94.4% 81.2% 94.59% 81.7%
Commercial Retai 87.(% 81.%% 87.5% 82.(%

* Increased Concessions. Our overall level of tenant concessions decre#aséue three month period ended January 31, 20t#ared t
the year-earlier period and increased in the ninatmperiod ended January 31, 2012 compared tgeheearlier period. To maintain
increase physical occupancy levels at our propertie may offer tenant incentives, generally infdren of lower or abated rents, wh
results in decreased revenues and income from tipesaat our properties. Additionally, as discusbetbw, in the three and nine mor
ended January 31, 2012, we abated rents at oue&@hafpartments and Arrowhead Shopping Center ptiepdor tenants displaced by
flooding in Minot, North Dakota in June 2011, artbde abated rents are reflected in the amountstegpbin the table below. Re
concessions offered during the three and nine nsoattded January 31, 2012 will lower, over the lieéshe respective leases,
operating revenues by approximately $1.1 milliord &4.6 million, as compared to an approximately5$tillion and $3.6 millio
reduction, over the lives of the respective leasesperating revenues attributable to rent corioassoffered in the three and nine moi
ended January 31, 2011, as shown in the table b

(in thousands)

Three Months Ended January 31 Nine Months Ended January 31
2012 2011 Change 2012 2011 Change
Multi-Family Residentia $ 27t % 38 $ (10¢) $ 1,23¢  $ 1,18 $ 49
Commercial Office 697 91z (21€) 2,17¢ 1,72¢ 454
Commercial Medica 24 56 (32 15C 234 (84)
Commercial Industrie 94 57 37 56¢ 30¢ 261
Commercial Retai 49 122 (73) 44¢ 191 257
Total $ 1,14 $ 153. $ (392 % 4,58C $ 3,64 $ 937

The amounts in the table above include abatedaeptur Chateau Apartments and Arrowhead ShoppingeCeroperties, which we
extensively damaged in the flooding that occurred/linot, North Dakota in June 2011. Abated remiuded in the table above tota
$39,000 and $282,000 for the three and nine moatided January 31, 2012, respectively, at our ChaAgartments; and $17,000 ¢
$248,000 for the three and nine months ended Jaldar012, respectively, at our Arrowhead Shopjilegter property

* Utility Expense . Utility expense totaled $4.5 million for the thremnths ended January 31, 2012, compared to $4li8mfor the thre
months ended January 31, 2011, a decrease of D86 ,the yeaearlier period. Utility expenses at properties neatquired in fisc:
years 2012 and 2011 added $88,000 to the utiliperge category for the three months ended Janda032. Utility expenses at exist
properties decreasdyy $337,000 resulting in an overall decrease oB¥X0 for the three months ended January 31, 26dtared to tt
three months ended January 31, 2011. The decneadity costs at our stabilized properties foe tthree months ended January 31, :
compared to the year earlier period is due primddla decrease in heat and electricity expensesalthe mild winter. Utility expen
totaled $13.4 million for the nine months endedu2em 31, 2012, compared to $13.2 million for theenmonths ended January 31, 2
an increase of 1.8% over the yemrlier periods. Utility expenses at properties Igeacquired in fiscal years 2012 and 2011 as
$256,000 to the utility expense category for theeninonths ended January 31, 2012. Utility expeasexisting properties decreasec
$16,000 resulting in an overall increase of $240,86 the nine months ended January 31, 2012 ccedpsr the nine months enc
January 31, 2011. The decrease in utility costaiastabilized properties for the nine months engsetliary 31, 2012 compared to the
earlier period is due primarily to a the timing pdyments for an electrical bitlack in our commercial industrial segment offsettig
increase in electricity for lights at our commetcitice segment

Utility expenses by reportable segment for thedtaed nine months ended January 31, 2012 and 28k dollows
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(in thousands)

Multi -Family ~ Commercial Commercial Commercial Commercial
Three Months Ended January 31 Residentia Office Medical Industrial Retail Total
2012 $ 1831 $ 1,69¢ $ 78z % 71 $ 144 % 4,52¢
2011 $ 1851 $ 1837 $ 81z % 117 $ 156 % 477"
Change $ (200 $ (139 $ 30 $ (46) $ 14 ¢ (249)
% change (1.1%) (7.€%) (3.7%) (39.2%) (8.9%) (5.2%)
Stabilized $ 89 $ (165) $ (28) ¢ (46) $ 9 $ (337
Non-stabilized $ 69 $ 26 % 2 $ 0 $ 5 $ 88
Change $ (200 $ (139 % (30) $ 46) $ (14 $ (249)

(in thousands)

Multi -Family Commercial Commercial Commercial Commercial
Nine Months Ended January 31, Residentia Office Medical Industrial Retail Total
2012 $ 4,80t $ 585( $ 2,40¢ $ 19 $ 34z % 13,42:
2011 $ 458¢ $ 563C $ 2,40¢ % 211  $ 35z $ 13,18¢
Change $ 21¢ $ 22C $ 4 $ (192) $ 1) ¢ 24C
% change 4.8% 3.9% 0.2% (91.C%) (3.1%) 1.£%
Stabilized $ 57 $ 124 $ 1 $ (192 $ 6 9 (16)
Non-stabilized $ 162 $ % $ 3 3 0 $ 5 $ 25€
Change $ 21¢  $ 22C  $ 4 $ (192) $ (1) $ 24(

Decreased Maintenance Expense . Maintenance expenses totaled $6.4 million and Zs2aillion for the three and nine months en
January 31, 2012 compared to $8.4 million and $&4lllon for the three and nine months ended Jan@ar 2011. Maintenance exper
at properties newly acquired in fiscal year 201 2811 added $141,000 and $341,000, respectivethetmaintenance expenses cate
for the three and nine months ended January 312 20fhpared to the corresponding period in fiscalry@011. Maintenance expense
existing properties decreased by $2.1 million a2 $nillion, respectively, for the three and ninenths ended January 31, 2012 comg
to the corresponding period in fiscal year 201%uléng in a net decrease in maintenance experfs§2.0 million and $1.8 million, «
23.5% and 8.3% for the three and nine months eddedary 31, 2012 compared to the correspondin@geéni fiscal year 2011. T
decrease in maintenance costs at our stabilizguepies for the three and nine months ended Jar8igr2012 compared to the three
nine months ended January 31, 2011 is primarilytdwedecrease in snow removal ca

Maintenance expenses by reportable segment fahtbe and nine months ended January 31, 2012 &ard&t@ as follows

(in thousands)

Multi -Family ~ Commercial Commercial Commercial Commercial

Three Months Ended January 31 Residentia Office Medical Industrial Retail Total
2012 $ 2,38t $ 251¢ $ 1,04¢ $ 14 $ 301 $ 6,39¢
2011 $ 2857 $ 3,18¢ $ 1347 $ 306 % 657 $ 8,35¢
Change $ 471 % 673 $ (299 $ (265 $ (356) $ (1,96%)
% change (16.5%) (21.1%) (22.1%) (53.€%) (54.2%) (23.£%)
Stabilized $ (568) $ (705) % (309 $ (165) $ (362) $ (2,109
Non-stabilized $ 97 $ 32 9 6 $ 0 $ 6 $ 141
Change $ (47) % (673 $ (299 $ (165) $ (356 $ (1,969
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(in thousands)
Multi -Family  Commercial Commercial Commercial Commercial

Nine Months Ended January 31. Residentia Office Medical Industrial Retail Total
2012 $ 7,84C $ 7777 $ 3,15¢ $ 53¢ $ 87¢ $ 20,18t
2011 $ 8,13¢ % 857 $ 3,461 $ 587 $ 1,242 % 22,00:
Change $ (299) $ (795) $ (307) $ (1) $ (3649 % (1,816
% change (3.7%) (9.3%) (8.2%) (8.7%) (29.2%) (8.3%)
Stabilized $ (48%) $ 929) ¢ (319 $ (1) $ (379) $ (2,159
Non-stabilized $ 18 $ 134 ¢ 7 _$ 0% 14 $ 341
Change $ (299 $ (795 % (309) % (51 $ (364 $ (1,816

* Increased Real Estate Tax Expense. Real estate taxes on properties newly acquiredsaalfyears 2012 and 2011 added $213,00(
$437,000 to real estate tax expense in the thrdenare months ended January 31, 2012, compareletthtee and nine months en
January 31, 2011. Real estate taxes on stabilimguefties increased by $56,000 and $23,000 inhtre=tand nine months ended Jan
31, 2012, resulting in an increase of $269,000 $460,000, or 3.5% and 2.0% for the three and ninaeths ended January 31, 2(
compared to the three and nine months ended JaBtai3011. The increase in real estate taxes fosw@bilized properties for the th
months ended January 31, 2012 compared to the thoe¢hs ended January 31, 2011 was due to highee easessments and incre:
tax levies in all segments, with the exception of multi-family residential and commercial office segmentsere value assessments
tax levies decreased as a result of certain sutteéag appeals. The increase in real estate totesur stabilized properties for the n
months ended January 31, 2012 compared to themoméhs ended January 31, 2011 was due to highee @sisessments and increase
levies in all segments, with the exception of camemercial office segment where value assessmedtsaarevies decreased as a rest
certain successful tax appe

Real estate tax expense by reportable segmertddhtee and nine months ended January 31, 2012(ridis as follows

(in thousands)
Multi -Family  Commercial Commercial Commercial Commercial

Three Months Ended January 31 Residentia Office Medical Industrial Retail Total
2012 $ 1,76C $ 354t $ 150C $ 68t $ 55¢ % 8,04¢
2011 $ 1,67¢ $ 3,571  $ 1,37F 3 62¢ $ 53z % 7,78(
Change $ 84 $ (26) ¢ 128 $ 59 $ 27 % 26¢
% change 5.C% (0.7%) 9.1% 9.4% 5.1% 3.5%
Stabilized $ (16) $ (45 ¢ 46 $ 54 $ 17 3 56
Non-stabilized $ 10C $ 19 $ 79 $ 5 $ 1 $ 213
Change $ 84 $ (26) $ 128 $ 58 $ 27 $ 26¢

(in thousands)
Multi -Family  Commercial Commercial Commercial Commercial

Nine Months Ended January 31, Residentia Office Medical Industrial Retail Total
2012 $ 510¢ $ 10,24: $ 4471 $ 2,06 $ 164: $ 23,52¢
2011 $ 489 % 10,45 $ 427¢ % 1,907 $ 153 $ 23,06¢
Change $ 21C $ (211 $ 19¢ $ 15¢ $ 107 $ 46C
% change 4.2% (2.C%) 4.6% 8.2% 7.C% 2.C%
Stabilized $ 3B $ (299) ¢ 75 % 15¢ $ 56 $ 23
Non-stabilized $ 178 $ 88 $ 122 $ 0 $ 51 § 437
Change $ 21C  $ (211) $ 19€ $ 15¢ $ 107 $ 46C

* Increased Insurance Expense. Insurance expense totaled $890,000 and $2.6 mittiothe three and nine months ended January 3L
compared to $646,000 and $1.9 million for the thaee nine months ended January 31, 2011. Insuraxjpenses at properties ne
acquired in fiscal years 2012 and 2011 added $R4ab@ $41,000 to the insurance expense categoiile imsurance expense at exis!
properties increased by $220,000 and $645,000tmeguh a net increase
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insurance expenses of $244,000 and $686,000 ithtke and nine months ended January 31, 2012,8863d@nd 36.8% increase o
insurance expenses in the three and nine montredelahuary 31, 2011. The increase in insurancensepat stabilized properties is
primarily to the effect of the deductible under msurance policy covering damages as a resulieflooding in North Dakota, in additi
to other deductible adjustments in the prior y

Insurance expense by reportable segment for tiee #md nine months ended January 31, 2012 andi@sXollows:

(in thousands)
Multi -Family  Commercial Commercial Commercial Commercial

Three Months Ended January 31 Residentia Office Medical Industrial Retail Total
2012 $ 43¢ % 211 $ 131 $ 60 $ 52 $ 89C
2011 $ 31¢ % 144 % 117 $ 37 % 29 ¢ 64€
Change $ 117  $ 67 $ 14 $ 23 % 23 % 244
% change 36.71% 46.5% 12.(% 62.2% 79.2% 37.&%
Stabilized $ 108 $ 65 $ 9 % 23 % 18 $ 22(
Non-stabilized $ 12 $ 2 3 5 % 0 % 5 % 24
Change $ 117 $ 67 $ 14 $ 23 $ 23 $ 244

(in thousands)
Multi -Family  Commercial Commercial Commercial Commercial

Nine Months Ended January 31, Residentia Office Medical Industrial Retail Total
2012 $ 1,29C $ 654 $ 39 3 16 $ 144 $ 2,552
2011 $ 91C $ 42¢  $ 33 $ 11 $ 76 $ 1,86¢
Change $ 28C $ 22t $ 56 $ 54 $ 68 $ 68€
% change 30.8% 53.5% 16.5% 47.(% 89.5% 36.%
Stabilized $ 25¢  $ 22z $ 52 $ 53 % 58 § 64E
Non-stabilized $ 21 $ 6 $ 4 3% 1 $ 9 $ 41
Change $ 28C  $ 22 $ 56 $ 54 $ 68 $ 68€

* Property Management Expense. Property management expense totaled $5.0 milliortHfe three months ended January 31, 201:
compared to $5.5 million for the three months endkabiary 31, 2011. Property management expenpesrties newly acquired in fisi
years 2012 and 2011 added $130,000 to the propemtyagement expenses category in the three mondlesl danuary 31, 2012. Prop:
management expenses at stabilized properties dectdry $615,000 for the three months ended Jar8igr2012 compared to the th
months ended January 31, 2011, primarily as atre$dlecreased operating expenses in the Wyoming gieperties following the sale
our TRS entity in the commercial medical segmesgulting in a decrease of $485,000 or 8.9% inliheet months ended January 31, -
compared to the yeaarlier periods. Property management expense tbthld.8 million for the nine months ended Janugty 2012
compared to $15.5 million for the nine months endaduary 31, 2011. Property management expenge®rties newly acquired
fiscal years 2012 and 2011 added $227,000 to tbpepty management expenses category in the ninghsya@nded January .
2012. Property management expenses at stabpizgubrties increased by $84,000 for the nine moatiteed January 31, 2012 compi
to the nine months ended January 31, 2011, priynasila result of bad debt provisions in the contlaémedical segmen
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Property management expense by reportable segoratiefthree and nine months ended January 31, @01 2011 is as follow:

(in thousands)

Multi -Family Commercial Commercial Commercial Commercial
Three Months Ended January 31 Residentia Office Medical Industrial Retail Total
2012 $ 2,25t % 728 % 1,75¢  $ 11¢ 8 132 $ 4,98¢
2011 $ 2,20C $ 766 % 2,247 $ 115 $ 15¢ % 5,47¢
Change $ 55 $ 41y 3 (485) $ 4 $ 18 $ (485)
% change 2.5% (5.4%) (21.€%) 3.5% (12.(%) (8.5%)
Stabilized $ (60) $ 43 $ (491) $ 5 % (26) $ (615)
Non-stabilized $ 115 $ 2 $ 6 $ 1 $ 8 $ 13C
Change $ 55 $ 41) $ (485) $ 4 $ (18 $ (48E)

(in thousands)

Multi -Family Commercial Commercial Commercial Commercial
Nine Months Ended January 31. Residentia Office Medical Industrial Retail Total
2012 $ 6,852 $ 1,92¢ $ 6,27t $ 391 $ 39C % 15,83¢
2011 $ 6,71¢ $ 2,001 % 6,08 $ 30 $ 42: % 15,52¢
Change $ 134 $ (73 $ 198 % 88 $ (33 % 311
% change 2.0% (3.€%0) 3.2% 29.(% (7.8%) 2.C%
Stabilized $ 47 $ (84) $ 18 % 88 $ (56) $ 84
Non-stabilized $ 181 $ 11 $ 12 $ 0 $ 23 % 2217
Change $ 134 $ (73 % 1958 $ 88 $ (33) % 311

FACTORS IMPACTING NET INCOME

Net income decreased by approximately $12.1 miliod $18.5 million for the three and nine monthdezhJanuary 31, 2012, compare
the three and nine months ended January 31, 20iELd&crease in net income is due primarily to #eehse in gain on sale of discontir
operations in the three and nine months ended 3aB4a2012, compared to the three and nine mamkded January 31, 2011, as well as «
factors shown by the following analysis:

Decrease in Net Incom:
(in thousands)

Three Months Nine Months
ended January 31, 201 ended January 31, 201

Net income for Fiscal 201 $ 14,58¢ $ 24,04
Increase in NO 3,061 3,28:
Increase in depreciation/amortization due to deptien of tenant and capit

improvements (6871) (1,559
Decrease (increase) in administrative, advisoryteustee fees due to additior

corporate staff and overhead and increased trims¢s 191 (407)
Decrease (increase) in other exper 82 (152
Increase in impairment of real estate investm (13%) (13%)
Increase in interest exper (665) (421)
Increase in interest and other inco 18¢ 25C
Decrease in income from discontinued operat (14,109 (19,320
Net income for Fiscal 201 $ 2,521 $ 5,58¢

The following factors impacted net income in theethand nine months ended January 31, 2012:

» Mortgage Interest Expense. Our mortgage interest expense increased appreedyn®146,000, or 1.0%, to approximately $15.4 iai
during the third quarter of fiscal year 2012, coneplato $15.3 million in the third quarter of fisggar 2011. Mortgage interest expe
decreased approximately $866,000, or 1.9%, to ampedely $45.5 million during the nine month perietided January 31, 20
compared to $46.3 million in the nine month perodied January 31, 201
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Mortgage interest expense for properties newly medun fiscal years 2012 and 2011 added $572,0@084..4 million, respectively to ¢
total mortgage interest expense in the three amel mionths ended January 31, 2012, while mortgadgeest expense on existing propel
decreased $426,000 and $2.3 million, respectivaiyife three and nine months ended January 31, Z0k2decrease in mortgage inte
expense is due to refinancings in our stabilizegperties portfolio. The mortgage interest expersegory does not include inter
expense on the mulbank line of credit we entered into in the firstagier of fiscal year 2011, which totaled approxiehats775,000 ar
$1.8 million in the three and nine months endedidan31, 2012. Mortgage interest expense andest&xpense on our line of credit
all components of “Interest expenseh our consolidated statement of operations. Owrallv weighted average interest rate or
outstanding mortgage debt (excluding borrowingsenrmlr secured line of credit) was 5.81% as of dan@1, 2012 and 6.05% as
January 31, 2011. Our mortgage debt on Januar®BD, increased approximately $44.9 million, o4 5om April 30, 2011. Mortgag
debt does not include our mi-bank line of credit which appears on our consofiddialance sheet “Revolving line of credi”

Mortgage interest expense by reportable segmetihéothree and nine months ended January 31, 201 2@l 1 is as follows

(in thousands)
Multi -Family Commercial Commercial Commercial Commercial

Three Months Ended January 31 Residentia Office Medical Industrial Retail Total
2012 $ 4,43t % 529 $ 413 % 86 $ 71¢  $ 15,44¢
2011 $ 4,171  $ 5281 $ 4130 $ 94  $ 77C $ 15,30(
Change $ 264 $ 12 % 4 $ 83 $ 51) % 14€
% change 6.3% 0.2% 0.1% (8.8%) (6.€%) 1.C%
Stabilized $ 32 8 47 $ 277 $ 83 ¢ (1) $ (42€)
Non-stabilized $ 23z % 59 $ 281 $ 0 $ 0 $ 572
Change $ 264 $ 12 $ 4 $ (83 $ (51) % 14€
(in thousands)
Multi -Family Commercial Commercial Commercial Commercial

Nine Months Ended January 31. Residentia Office Medical Industrial Retail Total
2012 $ 12,86¢ $ 15,69C $ 12,068 $ 2621 $ 2217 % 45,46:
2011 $ 12,54¢ $ 16,25: $ 12,34t $ 2857 $ 2,32¢  § 46,32¢
Change $ 32C $ (563 $ (280) ¢ (23¢) $ (107 ¢ (86€)
% change 2.€% (3.E%) (2.3%) (8.3%) (4.€%) (1.€%)
Stabilized $ (66) $ (77%) % (1,085 $ (23¢) $ (107) ¢ (2,269
Non-stabilized $ 38€ $ 21z $ 80t $ 0 $ 0 % 1,40:
Change $ 32C $ (563 $ (280 $ (236) $ (107) % (86€)

In addition to IRETS mortgage interest expense, the Company incuesestit expense for a line of credit, amortizationlaafn costs
security deposits, and special assessments offseditalized construction interest. For the thmemnths ended January 31, 2012 and .
these amounts were $1.1 million and $568,000,e@sgely, for a total interest expense for the ¢hneonths ended January 31, 2012
2011 of $16.5 million and $15.9 million, respectivean increase of $665,000. For the nine monthlednlanuary 31, 2012 and 2011 tl
amounts were $3.3 million and $2.0 million, redpady, for a total interest expense for the ninemtths ended January 31, 2012 and .
of $48.8 million and $48.3 million, respectively) encrease of $421,00

» Decreased Amortization Expense. The Company allocates a portion of the purchaseepaid for properties to -place lease intangit
assets. The amortization period of these intaagiskets is the term of the respective lease. Azatian expense related to piace lease
totaled $1.2 million and $4.4 million in the thraed nine months ended January 31, 2012 compai®tl Zamillion and $5.5 million in tt
three and nine months ended January 31, Z

CREDIT RISK
The following table lists our top ten commerciahdats on January 31, 2012, for all commercial ptigse owned by us, measured

percentage of total commercial segments’ minimumsras of January 1, 2012. Our results of operatize
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dependent on, among other factors, the economitthhef our tenants. We attempt to mitigate tenargdit risk by working to secu
creditworthy tenants that meet our underwritindect@ and monitoring our portfolio to identify potel problem tenants. We believe that
credit risk is also mitigated by the fact that ndividual tenant accounts for more than 10% of totel real estate rentals, although affilic
entities of Edgewood Vista together accounted fgpreximately 12.4% of our total commercial segmentgimum rents as of January
2012, and they accounted for approximately 7.9%uoftotal real estate rentals as of January 1,.2012

% of Total
Commercial
Segments’
Minimum Rents
as of January 1

Lessee 2012
Affiliates of Edgewood Visti 12.4%
St. Lukes Hospital of Duluth, Ini 3.5%
Fairview Health Service 3.4%
Applied Underwriters 2.2%
Affiliates of Siemens USA (NYSE: S 1.6%
HealthEast Care Syste 1.6%
Affiliates of Hewlett Packard (NASDAQ: HP( 1.4%
Microsoft (NASDAQ: MSFT) 1.4%
Smurfit- Stone Container (NASDAQ: SSCi 1.3%
Nebraska Orthopedic Hospit 1.3%
All Others 69.9%
Total Monthly Commercial Rent as of January 1, 2 100.0%

PROPERTY ACQUISITIONS AND DISPOSITIONS

During the third quarter of fiscal year 2012, then@pany closed on its acquisition of a 36-unit mfathily residential property in Isar
Minnesota, on approximately 1.7 acres of land, ancadjoining 4.9 acre parcel of vacant land, fgguachase price of approximately $
million, of which $3.0 million was paid in cash atite remainder in limited partnership units of @perating Partnership valued at $495,
This property is located next to the Company'’s taxis36-unit Evergreen Apartments in Isanti, Minnesota.oAtkiring the third quarter
fiscal year 2012, the Company substantially congagletonstruction of an additional approximately 88isted living units and 16 memory ¢
units at its existing Meadow Wind senior housingilfy in Casper, Wyoming. The Company estimateat tbonstruction costs for tl
expansion project will total approximately $4.7 lioih. As of January 31, 2012, the Company had ireciapproximately $3.8 million of the
project costs. The Company had no real estate slispus in the third quarter of fiscal year 2012.

See Note 8 of Notes to Condensed Consolidated €imlaGtatements above for a table detailing the gamg's acquisitions ar
dispositions during the nine month periods endeadidey 31, 2012 and 2011.

FUNDS FROM OPERATIONS FOR THE THREE AND NINE MONTHS ENDED JANUARY 31, 2012 AND 2011

IRET considers Funds from Operations (“FF@"useful measure of performance for an equity RERET uses the definition of FF
adopted by the National Association of Real Edtatestment Trusts, Inc. (‘“NAREIT”). NAREIT defindd=O to meanfiet income (comput
in accordance with generally accepted accountirigciples), excluding gains (or losses) from saléspmwperty, plus depreciation &
amortization, and after adjustments for unconstdidgartnerships and joint ventures. Adjustmentsufaconsolidated partnerships and j
ventures will be calculated to reflect funds fropemtions on the same basif”addition, NAREIT has recently clarified its contption o
FFO so as to exclude impairment charges for albfgerpresented. Because of limitations of the FEfndion adopted by NAREIT, IRET h
made certain interpretations in applying the dé&bini IRET believes all such interpretations noedafically provided for in the NAREI
definition are consistent with the definition.

IRET management considers that FFO, by excludirgretgation costs, impairment writlbwns, the gains or losses from the sal
operating real estate properties and extraordiit@nys as defined by U.S. GAAP, is useful to invesio providing an additional perspective
IRET’s operating results. Historical cost accountingréal estate assets in accordance with U.S. GAARnass, through depreciation, that
value of real estate assets decreases predictablytime. However, real estate asset values hasterlually risen or fallen with mark
conditions. NAREITS definition of FFO, by excluding depreciation apseflects the fact that real estate, as an aksst, generally apprecia
over time and that depreciation charges requiretd 18, GAAP may not reflect underlying economic itgzd. Additionally, the exclusion,
NAREIT’s definition of FFO, of impairment writdewns and gains and losses from the sales of prelyiaepreciated operating real es
assets, assists IRET management
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and investors in identifying the operating resolftshe long-term assets that form the core of IRERvestments, and assists in comparing
operating results between periods. FFO is usedRETI management and investors to identify trendedoupancy rates, rental rates
operating costs.

While FFO is widely used by REITs as a primary perfance metric, not all real estate companies lisesame definition of FFO
calculate FFO in the same way. Accordingly, FFGspn¢ed here is not necessarily comparable to FESepted by other real estate compa
FFO should not be considered as an alternativeetointome as determined in accordance with U.S. BAS a measure of IRET’
performance, but rather should be considered aslditional, supplemental measure, and should beeden conjunction with net income
presented in the consolidated financial statemiaisided in this report. FFO does not represenh ggesherated from operating activities
accordance with U.S. GAAP, and is not necessanitlicative of sufficient cash flow to fund all of BER’s needs or its ability to serv
indebtedness or make distributions.

FFO applicable to common shares and Units for iheetand nine months ended January 31, 2012 irmcteast17.2 million compared
$14.6 million, and $48.2 million compared to $48lion for the comparable period ended January2BiL1, an increase of 17.4% and 1
respectively.

RECONCILIATION OF NET INCOME ATTRIBUTABLE TO
INVESTORS REAL ESTATE TRUST TO FUNDS FROM OPERATION S

(in thousands, except per share amounts)

Three Months Ended January 31 2012 2011
Per
Weighted Per Weighted Share
Avg Shares  Share and Avg Shares And
Amount and Units @ Unit G Amount and Units @ Unit G
Net income attributable to Investc
Real Estate Trus $ 2,127 $ 11,83:
Less dividends to preferred sharehols (593 (599)
Net income available to commu
shareholder 1,53¢ 84,33¢ $ 0.0z 11,24( 79,39¢ $ 0.14
Adjustments
Noncontrolling interes— Operating
Partnershiy 351 19,59¢ 2,79: 19,957
Depreciation and amortizatic® 15,17¢ 14,577
Impairment of real estate investme 13t 0
Gain on depreciable property sa 0 (13,96
Funds from operations applicable to
common shares
and Units $ 17,19¢ 103,93! $ 0.1¢ 14,64¢ 99,35¢ $ 0.14
(in thousands, except per share amounts)
Nine Months Ended January 31. 2012 2011
Per
Weighted Per Weighted Share
Avg Shares Share and Avg Shares And
Amount and Units @ Unit G Amount and Units @ Unit G
Net income attributable to Investc
Real Estate Trus $ 4,83:¢ $ 19,63¢
Less dividends to preferred sharehol (1,779 (1,779
Net income available to commu
shareholder 3,05¢ 82,42¢ % 0.0 17,85¢ 78,14C % 0.2%
Adjustments
Noncontrolling interes— Operating
Partnershiy 722 19,75: 4,48¢ 20,17:
Depreciation and amortizatid4 44,89: 44,52¢
Impairment of real estate investme 13t 0
Gain on depreciable property sa (589) (19,365
Funds from operations applicable
common shares
and Units $ 48,21¢ 102,17¢ $ 0.47% 47,504 98,31. $ 0.4¢

(1) Real estate depreciation and amortization consists of the sum of depreciation/amortization related to real estate investments anc
amortization related to non-real estate investments from the Condensed Consolidated Statements of Operations, totaling $15,262 anc



$14,581, and depreciation/amortization from Discontinued Operations of $0 and $51, less corporate-related depreciation and amortization
on office equipment and other assets of $83 and $55, for the three months ended January 31, 2012 and 2011, respectively.

(2) UPREIT Units of the Operating Partnership are exchangeable for common shares of beneficial interest on a one-for-one basis.

(3) Net income attributable to Investors Real Estate Trust is calculated on a per share basis. FFO is calculated on a per share and unit basis.
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(4) Real estate depreciation and amortization consists of the sum of depreciation/amortization related to real estate investments and
amortization related to non-real estate investments from the Condensed Consolidated Satements of Operations, totaling $45,105 and
$43,551, and depreciation/amortization from Discontinued Operations of $8 and $1,172, less corporate-related depreciation and
amortization on office equipment and other assets of $221 and $198, for the nine months ended January 31, 2012 and 2011, respectively.

DISTRIBUTIONS

The following distributions per common share and were paid during the nine months ended Januanyf3iscal years 2012 and 2011:

Month Fiscal Year 2012 Fiscal Year 2011
July $ A71F $ A71¢
October .130C A71¢
January .130( A71F

LIQUIDITY AND CAPITAL RESOURCES
OVERVIEW

The Company’s principal liquidity demands are maiming distributions to the holders of the Compangdmmon and preferred share
beneficial interest and UPREIT Units, capital imggments and repairs and maintenance to the Compangperties, acquisition of additio
properties, property development, tenant improvemand debt service and repayments.

The Company has historically met its shiemm liquidity requirements through net cash flgwavided by its operating activities, and, ft
time to time, through draws on secured and unsdclimes of credit (the Company currently has ondtirbank line of credit with a tot
commitment capacity of $60.0 million, secured byrigages on 23 Company properties). Management derssthe Compang’ ability tc
generate cash from property operating activitiasheut refinancing of existing properties and, fromeito time, draws on its line of credi
be adequate to meet all operating requirementst@mdake distributions to its shareholders in acancg with the REIT provisions of 1
Internal Revenue Code. Budgeted expenditures fgoiog maintenance and capital improvements andveditms to our real estate portfc
are also generally expected to be funded from iegistash on hand, cash flow generated from propgpsrations, cashut refinancing ¢
existing properties, and/or new borrowings. Howettee commercial real estate market continues peence significant challenges incluc
reduced tenant demand, occupancies and rental hatd®e event of deterioration in property opergtiesults, or absent the Compangbility
to successfully continue casl refinancing of existing properties and/or newwrbwings, the Company may need to consider aduitioas
preservation alternatives, including scaling baekvedopment activities, capital improvements andovations and reducing the level
distributions to shareholders.

To the extent the Company does not satisfy its-kenm liquidity requirements, which consist printadf maturities under the Compansy’
long-term debt, construction and development a@iviand potential acquisition opportunities, tlglounetcash flows provided by operati
activities and its credit facilities, the Compamgeinds to satisfy such requirements through a coatibn of funding sources which -
Company believes will be available to it, includitiee issuance of UPREIT Units, additional commorpferred equity, proceeds from
sale of properties, and additional long-term setwreshort-term unsecured indebtedness.

SOURCES AND USES OF CASH

While the economy is showing signs of a modestvegoand credit markets have stabilized, undemgiton commercial real est
continues to be more conservative compared to tldenwriting standards employed prior to the recessly period. We continue to expec
be able to refinance our maturing debt, but we abgoect lenders to continue to employ conservativéerwriting regarding asset qual
occupancy levels and tenant creditworthiness, aodrdingly we are cautious regarding our abilitythie remainder of fiscal year 2012 to |
on casheut refinancing at levels we have achieved in regarars to provide funds for investment opportesitiand other corpor:
purposes. Additionally, while to date there hasrb@o material negative impact on our ability tarbw in our multifamily segment, w
continue to closely monitor proposals such as #deFal Housing Finance Agensyproposal released February 21, 2012, to modéydles ¢
the Federal Home Loan Mortgage Corporation (Fretthe) and the Federal National Mortgage Associaffeannie Mae) in financing multi-
family residential properties. As we have previgusoted, we consider that one of the consequentasmodification in the agenciesles
could potentially be a narrowing of their lendiragfis away from the smaller secondary or tertiargketa which we generally target, to multi-
family residential properties in major metropolitawarkets. IRET obtains a majority of its multi-fayndebt from
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primarily Freddie Mac. Our current plan is to refitte a majority of our maturing mufimily debt with these two entities, so any chaim
their ability or willingness to lend going forwavdll most likely result in higher loan costs or neozonstricted availability of financing for |
accordingly, we continue to closely monitor ann@ments regarding both firms. As of January 31, 201®%, or $8.1 million of o
mortgage debt maturing in the fourth quarter ofdisyear 2012 and first quarter of fiscal year 2@l 8ebt placed on properties in our 1
commercial segments. Of this $8.1 million, we h&velate loan applications or commitments to refagaapproximately $6.0 million. As
January 31, 2012, 100%, or $15.2 million of our tyage debt maturing in the next twelve months ist ggaced on properties in our fi
commercial segments.

The Company'’s revolving, mulbank line of credit with First International BankdaTrust, Watford City, North Dakota, as lead bamégl
as of January 31, 2012, lending commitments of G&dillion. As of January 31, 2012, the line of ditewas secured by mortgages or
properties; under the terms of the line of crgglibperties may be added and removed from the ecdligpool with the agreement of the lenc
Participants in this credit facility as of JanuaB{, 2012 included, in addition to First InternatibrBank, the following financi
institutions: The Bank of North Dakota; First Werst Bank and Trust; Dacotah Bank; United CommuB#yk; American State Bank & Tri
Company and Town & Country Credit Union. The linlecoedit has a current interest rate of 5.65% andidimum outstanding princig
balance requirement of $10.0 million, and as ofuday 31, 2012, the Company had borrowed $49.0anilliThe facility includes custom:
loan covenants including restrictions regardingimimm debtservice ratios to be maintained in the aggregatkiradividually on properties
the collateral pool, and the Company is also reglio maintain minimum depository account(s) ta@fb6.0 million with First International,
which $1.5 million is to be held in a nanterest bearing account. As of January 31, 2012 ,Gompany believes it is in compliance with
facility covenants.

The Company maintains compensating balances, sttiated as to withdrawal, with several financiaktitutions in connection wi
financing received from those institutions andensure future credit availability. At January 3012, the Compang’compensating balan:
consisted of the following: Dacotah Bank, Minot, ioDakota, deposit of $350,000; United CommunignB, Minot, North Dakota, depo:
of $275,000; Commerce Bank, A Minnesota Bankingp@eaation, deposit of $250,000; First InternatioBahk, Watford City, North Dakot
deposit of $6.1 million; Peoples State Bank of \&lWorth Dakota, deposit of $225,000; Equity Baktinnetonka, Minnesota, deposit
$300,000; Associated Bank, Green Bay, Wisconsipgsié of $500,000; Venture Bank, Eagan, Minnesoggposit of $500,000, and Americ
National Bank, Omaha, Nebraska, deposit of $400,

The issuance of UPREIT Units for property acquisisi continues to be an expected source of capitdhé Company. In the three mor
ended January 31, 2012, approximately 62,000 Undfjed at issuance at approximately $495,000, vieseed in connection with t
Companys acquisition of property. During the nine monémgled January 31, 2012, approximately 288,000 Uvitsied at issuance at $
million, were issued in connection with the Compangcquisition of property. In the three and ninenthe ended January 31, 2C
approximately 357,000 Units, valued at issuanc&3a® million, were issued in connection with then@@nys acquisition of property and 1
noncontrolling interests in a joint venture.

The Company has a Distribution Reinvestment andeSRarchase Plan (“DRIP"The DRIP provides common shareholders and UP
Unitholders of the Company an opportunity to inwbglir cash distributions in common shares of tbenGany, and purchase additional sh
through voluntary cash contributions, at a discqentrently 5%) from the market price. The maximoronthly voluntary cash contributi
permitted without prior Company approval is curhe®10,000. The Company can issue waivers to DRIfigipants to provide for investme
in excess of the $10,000 maximum monthly investmating the three months ended January 31, 20&2Cbompany issued 973,000 shar
an average price of $7.19 per share pursuant to wadvers, for total net proceeds to the Compan$%0 million. During the nine mont
ended January 31, 2012, the Company issued 2.Bbmghares at an average price of $7.21 per shasugnt to such waivers, for total
proceeds to the Company of $15.8 million. During three and nine months ended January 31, 20l ategely, the Company issued a t
of approximately 2.3 million common shares and #hillion common shares under its DRIP through resteeents and voluntary ce
contributions, with a total value of $16.5 milliamd $28.8 million.

Cash and cash equivalents on January 31, 2012dd$85.5 million, compared to $30.9 million on Jaryu31, 2011, an increase of &
million. Net cash provided by operating activititl® the nine months ended January 31, 2012 incdeageapproximately $6.0 millio
primarily due to a decrease in accounts receivabtean increase in accounts payable and othelitiedi compared to the nine months er
January 31, 2011. Net cash used by investingiiefwas $89.0 million for the nine months endaduhary 31, 2012 as compared to net
provided of $17.0 million for the nine months endediuary 31, 2011, a change of approximately $1®@l@n, primarily due to an increase
payments for acquisitions and improvements of e=ahte and a decrease in proceeds from discontiopexhtions. Net cash provided
financing activities was $38.9 million

Table of Content
38




for the nine months ended January 31, 2012, as a@dpo net cash used by financing activities & $million in the prior year. The incre:
in funds provided by financing activity was primgrdue to a decrease in principal payments on rageg in the nine months ended Jan
31, 2012 as compared to the nine months ended 3aB1152011.

FINANCIAL CONDITION

Mortgage Loan Indebtedness. Mortgage loan indebtedness increased by $44.9omilis of January 31, 2012, compared to April 30,1
due to new debt on existing and new propertiesphgtincipal payments and loans that were paid &$f of January 31, 2012, approxima
99.0% of the Company’s $1.0 billion of mortgage tdskat fixed rates of interest, with staggeredurities. This limits the Compang’exposur
to changes in interest rates, which minimizes ffeceof interest rate fluctuations on the Compangsults of operations and cash flows. £
January 31, 2012, the weighted average rate akisiten the Company’s mortgage debt was 5.84%, amedio 5.92% on April 30, 2011.

Property Owned. Property owned increased to $1.9 billion at Jan®dry2012 from $1.8 billion at April 30, 2011. Dugi the nine montl
ended January 31, 2012, the Company acquired liicagd investment properties and one parcel adjgiran existing property, placed th
construction projects in service and disposed &f property, as described above in the “Propertyufsitipns and DispositionsSubsection ¢
this Management'’s Discussion and Analysis of Fifelr@ondition and Results of Operations.

Cash and Cash Equivalents. Cash and cash equivalents on hand on January 32,\#8re $35.5 million, compared to $41.2 million
April 30, 2011.

Other Investments. Other investments, consisting of certificates giatgt held primarily for compensating balancesaled approximate
$633,000 and $625,000 on January 31, 2012 and dh3%p 2011, respectively.

Operating Partnership Units. Outstanding units in the Operating Partnership ekeszd to 19.6 million Units at January 31, 2012 pamex
to 20.1 million Units outstanding at April 30, 201llhe decrease resulted primarily from the coneersif Units to common shares, net of u
issued in exchange for property.

Common and Preferred Shares of Beneficial Interest. Common shares of beneficial interest outstandingamuary 31, 2012 totaled 8
million, compared to 80.5 million outstanding onrAB0, 2011. During the nine months ended Jan@dry2012, IRET issued approximai
366,000 common shares under its continuous equferimg program for total proceeds (before offeriagpenses but after underwrit
discounts and commissions) of $2.7 million. The @any issued common shares pursuant to its DistoibiReinvestment and Share Purcl
Plan, consisting of approximately 4.0 million conmmghares issued during the nine months ended JaBtaP012, for a total value of $2.
million. Conversions of approximately 759,000 UPREUnits to common shares, for a total of approx#hat$3.5 million in IRE”
shareholders’ equity, also increased the Comsaogmmon shares of beneficial interest outstandiring the nine months ended January
2012.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Our exposure to market risk is limited primarily ftactuations in the general level of interest sate our current and future fixed
variable rate debt obligations.

Variable interest rates. Because approximately 99.0% and 99.8% of our debbf January 31, 2012 and April 30, 2011, respelgti is a
fixed interest rates, we have little exposure ternest rate fluctuation risk on our existing detstd accordingly interest rate fluctuations du
the third quarter of fiscal year 2012 did not haveaterial effect on the Company. However, evendhoour goal is to maintain a fairly It
exposure to interest rate risk, we are still vudide to significant fluctuations in interest ratesany future repricing or refinancing of our fi:
or variable rate debt, and on future debt. We arily use longterm (more than nine years) and medium term (fivedven years) debt a
source of capital. We do not currently use derisaBiecurities, interest rate swaps or any other tfthedging activity to manage our inte
rate risk. As of January 31, 2012, we had theofathg amount of future principal and interest paysedue on mortgages secured by our
estate:
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(in thousands)
Future Principal Payments

Remaining
Mortgages Fiscal 201z Fiscal 201: Fiscal 2014 Fiscal 2015 Fiscal 201€ Thereafter Total Fair Value
Fixed Rate $ 1336¢ $ 51600 $ 6542 $ 9645 $ 86,18: $ 715,160 $1,028,19 $1,076,42
Average Fixed Interest Ra
@ 5.7% 5.7¢% 5.72% 5.6(% 5.52%
Variable Rate $ 53 % 117 $ 59¢ $ 9,75C $ 0 $ 0 $ 1051¢ $ 10,51¢
Average Variable Interest
Rate 5.0(% 5.4€% 5.32% 5.57% 0

$1,038,71 $1,086,94!
(in thousands)
Future Interest Payments

Remaining
Mortgages Fiscal 2012 Fiscal 2013 Fiscal 2014 Fiscal 2015 Fiscal 2016 Thereafter Total
Fixed Rate $ 1502 $ 5848¢ $ 5511 $ 50,266 $ 4432t $ 117,39¢ $ 340,61
Variable Rate 13E 571 55C 13€ 0 0 1,397

$ 342,00¢

(1) Interest rate givenisfor the entire year.

The weighted average interest rate on our fixeel aatl variable rate debt as of January 31, 2012 5:81%. Any fluctuations in varial
interest rates could increase or decrease ourestt&xpenses. For example, an increase of onerpgree annum on our $10.5 million
variable rate indebtedness would increase our dimeaest expense by $105,000.

ITEM 4. CONTROLS AND PROCEDURES

IRET’s management, with the participation of thenpanys Chief Executive Officer and Chief Financial Offic has evaluated t
effectiveness of the Company’s disclosure controld procedures (as such term is defined in Rulel58a) under the Securities Exchange
of 1934, as amended) as of the end of the perigdred by this report. Based on such evaluationCii@panys Chief Executive Officer al
Chief Financial Officer have concluded that, asJahuary 31, 2012, such disclosure controls andeprges were effective to ensure
information required to be disclosed by IRET in theorts that it files or submits under the ExcleaAgt is recorded, processed, summail
and reported within the time periods specifiedie Commissiors rules and forms, and is accumulated and commiecida manageme
including the Companyg’ principal executive and principal financial offis, as appropriate to allow timely decisions rdupy require:
disclosure.

Internal Control Over Financial Reporting: Therevdaot been any changes in the Compaiyternal control over financial reporting
such term is defined in Rule 13&{f) under the Securities and Exchange Act of 1834amended) during the fiscal quarter to whidch rpor
relates that have materially affected, or are neally likely to materially affect, the Company’sémal control over financial reporting.
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PART Il — OTHER INFORMATION
Item 1. Legal Proceedings

In the course of our operations, we become involudidigation. At this time, we know of no pendimg threatened proceedings that wt
have a material impact upon us.

Item 1A. Risk Factors

Important factors that could cause our actual tedal be materially different from expectations egsed in forwardboking statemen
include the risk factors previously disclosed im danual Report on Form 10-K for the fiscal yeaded April 30, 2011.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds
None
Item 3. Defaults Upon Senior Securities .
None
Item 4. Mine Safety Disclosures
Not Applicable
Item 5. Other Information.
None
Item 6. Exhibits

Exhibit No. Description

12 Calculation of Ratio of Earnings to Fixed Charged &arnings to Combined Fixed Charges and Pref&heade Distribution

311 Certification by Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

31.2 Certification by Chief Financial Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

32 Certifications of Chief Executive Officer and Chlghancial Officer pursuant to 18 U.S.C. Sectiob(,3as adopted pursuant to
Section 906 of the Sarbal-Oxley Act of 2002

101 The following materials from our Quarterly RepontiBorm 1(-Q for the quarter ended January 31, 2012 formatteXtensible

Business Reporting Language ( “XBRL"): (i) the Cended Consolidated Balance Sheets, (ii) the CoedeBensolidated
Statements of Operations, (ii) the Condensed Caletel Statements of Equity, (iv) the CondensedsGlitiated Statements of
Cash Flows, and (v) notes to these condensed ddateal financial statement
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Signatures

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causidréport to be signed on its behal
the undersigned, thereunto duly authorized.

INVESTORS REAL ESTATE TRUST
(Registrant)

/s/ Timothy P. Mihalick

Timothy P. Mihalick
President and Chief Executive Offic

/s/ Diane K. Bryant
Diane K. Bryantt
Senior Vice President and Chief Financial Offi

Date: March 12, 2012
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Exhibit Index

Exhibit No.  Description

12 Calculation of Ratio of Earnings to Fixed Charged Earnings to Combined Fixed Charges and Pref&hede Distribution

31.1 Certification by Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

31.2 Certification by Chief Financial Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002

32 Certifications of Chief Executive Officer and Chighancial Officer pursuant to 18 U.S.C. Sectiobd,3as adopted pursuant to
Section 906 of the Sarbal-Oxley Act of 2002

101 The following materials from our Quarterly RepontiBorm 10-Q for the quarter ended January 31, 202atted in

eXtensible Business Reporting Language ( “XBRLI)tlfe Condensed Consolidated Balance Sheetshé¢iiCondensed
Consolidated Statements of Operations, (ii) thedeosed Consolidated Statements of Equity, (iv@bedensed Consolidated
Statements of Cash Flows, and (v) notes to thesgersed consolidated financial stateme
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Exhibit 12

CALCULATION OF RATIO OF EARNINGS TO FIXED CHARGES A ND
EARNINGS TO COMBINED FIXED CHARGES
AND PREFERRED SHARE DISTRIBUTIONS
(In Thousands, Except Ratios; Unaudited)

Nine Months Fiscal Year Ended
Ended April 30,
January 31, 201 2011 201( 200¢ 200¢ 2007
Earnings
Income from continuing operatiol $ 4,96¢ $ 4,391 $ 515t $ 10,38¢ $ 14,45¢ $ 14,33t
Add:
Combined fixed charge
and preferred
distributions (see belov 50,78t 67,88: 71,49] 72,021 66,311 61,28(
Less:
(Income) loss
noncontrolling
interests —
consolidated real
estate entitie (29 18C (22 40 13¢€ 26
Interest capitalize (230) (57) (19 (912) (50€) (69)
Preferred distribution (1,779 (2,372) (2,372) (2,372) (2,372) (2,372)
Total earnings $ 53,71¢ $ 70,02« $ 74,23¢ $ 79,17, $ 78,03 $ 73,20(
Fixed charge
Interest expense $ 48,77¢ $ 65,45: $ 69,10¢ $ 68,74: $ 63,43¢ $ 58,83¢
Interest capitalize 23C 57 19 912 50€ 69
Total Fixed charges $ 49,00¢ $ 65,51C $ 69,12 $ 69,65 $ 63,94 $ 58,90¢
Preferred distribution 1,77¢ 2,372 2,37 2,372 2,372 2,372
Total Combined fixed charges anc
preferred distributions $ 50,78 $ 67,88: $ 71,497 $ 72,027 $ 66,317 $ 61,28(
Ratio of earnings to fixed charge: 1.1C 1.07 1.07 1.1¢4 1.22 1.24

Ratio of earnings to combined fixec
charges and preferred distributions 1.0€ 1.0 1.04 1.1C 1.1¢ 1.1¢



Exhibit 31.1

Certifications

I, Timothy P. Mihalick, certify that:

1.

2.

I have reviewed this quarterly report on Forn-Q of Investors Real Estate Tru

Based on my knowledge, this report does not cordgainuntrue statement of a material fact or omistade a material fact necessar
make the statements made, in light of the circuntets under which such statements were made, nigadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, ather financial information included in this repdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrang other certifying officer and | are responsible dstablishing and maintaining disclosure contasld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iateitnal control over financial reporting (as defihin Exchange Act Rules 13&(f)
and 15+15(f)) for the registrant and hav

a) designed such disclosure controls and procedumesawsed such disclosure controls and procedurdsetaesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to u:
others within those entities, particularly durihg tperiod in which this report is being prepal

b) designed such internal control over financial réipgr or caused such internal control over finah@gorting to be designed under
supervision, to provide reasonable assurance riegatide reliability of financial reporting and thpeeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principle

c) evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtdis report our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation;

d) disclosed in this report any change in the regi¢’s internal control over financial reporting thatormed during the registre s mos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasoy
likely to materially affect, the registré' s internal control over financial reporting; &

The registrang other certifying officer and | have disclosedsdxdon our most recent evaluation of internal @bmtver financial reportin
to the registrarl's auditors and the audit committee of the regit's board of directors (or persons performing thevedent functions)

a) all significant deficiencies and material weaknssisethe design or operation of internal controtofinancial reporting which a
reasonably likely to adversely affect the regid's ability to record, process, summarize and refgmahcial information; an

b) any fraud, whether or not material, thabimes management or other employees who have His#gnt role in the registrarg’interna
control over financial reporting

Date: March 12, 2012

By:

/s/ Timothy, P. Mihalick
Timothy, P. Mihalick , President & CE




Exhibit 31.2

Certifications

I, Diane K. Bryantt, certify that:

1.

2.

I have reviewed this quarterly report on Forn-Q of Investors Real Estate Tru

Based on my knowledge, this report does not cordgainuntrue statement of a material fact or omistade a material fact necessar
make the statements made, in light of the circuntets under which such statements were made, nigadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, ather financial information included in this repdfairly present in all materi
respects the financial condition, results of operatand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrang other certifying officer and | are responsible dstablishing and maintaining disclosure contasld procedures (as defir
in Exchange Act Rules 13a-15(e) and 15d-15(e))iateitnal control over financial reporting (as defihin Exchange Act Rules 13&(f)
and 15+15(f)) for the registrant and hav

a) designed such disclosure controls and procedumesawsed such disclosure controls and procedurdsetaesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made known to u:
others within those entities, particularly durihg tperiod in which this report is being prepal

b) designed such internal control over financial réipgr or caused such internal control over finah@gorting to be designed under
supervision, to provide reasonable assurance riegatide reliability of financial reporting and thpeeparation of financial stateme
for external purposes in accordance with geneealbepted accounting principle

c) evaluated the effectiveness of the regis’s disclosure controls and procedures and presémtdis report our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation;

d) disclosed in this report any change in the regi¢’s internal control over financial reporting thatormed during the registre s mos
recent fiscal quarter (the registranfourth fiscal quarter in the case of an annupbrg that has materially affected, or is reasoy
likely to materially affect, the registré' s internal control over financial reporting; &

The registrang other certifying officer and | have disclosedsdxdon our most recent evaluation of internal @bmtver financial reportin
to the registrarl's auditors and the audit committee of the regit's board of directors (or persons performing thevedent functions)

a) all significant deficiencies and material weaknssisethe design or operation of internal controtofinancial reporting which a
reasonably likely to adversely affect the regid's ability to record, process, summarize and refgmahcial information; an

b) any fraud, whether or not material, thabimes management or other employees who have His#gnt role in the registrarg’interna
control over financial reporting

Date: March 12, 201

By: /s/ Diane K. Bryant

Diane K. Bryantt, Senior Vice President & ClI



Exhibit 32

Certification by the Chief Executive Officer and Chef Financial Officer Pursuant to 18 U.S.C. Section 1350, as Adopted Puemnt to
Section 906 of the Sarbanes-Oxley Act of 2002

Pursuant to 18 U.S.C. Section 1350, we, TimothiiRalick, and Diane K. Bryantt, hereby certify th&t the best of our knowledge,
Quarterly Report of Investors Real Estate TrusForm 10-Q for the quarter ended January 31, 2042 “@®Report”) fully complies with th
requirements of Section 13(a) or Section 15(dhef $ecurities Exchange Act of 1934, and that tf@rnmation contained in that Report fa
presents, in all material respects, the finanaaldition and results of operations of Investors|Essate Trust.

/s/ Timothy P. Mihalick

Timothy P. Mihalick

President and Chief Executive Offic
Date: March 12, 201

/s/ Diane K. Bryant

Diane K. Bryant

Senior Vice President and Chief Financial Offi
Date: March 12, 201

A signed original of this written statement reqditey Section 906 has been provided to Investor$ Bstate Trust and will be retained
Investors Real Estate Trust and furnished to thoen®ees and Exchange Commission or its staff upsmuest.



