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PROSPECTUS

2,400,000 Shares

STAG

INDUSTRIAL

9.0% Series A Cumulative Redeemable Preferred Stock
(Liquidation Preference $25.00 per share)

We are offering 2,400,000 shares of®086 Series A Cumulative Redeemable Preferred S&&R1 par value per share ("Series A PreferredkS}.

We will pay cumulative dividends on tBeries A Preferred Stock from the date of origiasiie at a rate of 9.0% per annum of the $25.Q0d&jion preference per share (equivalent to tkedfiannual rar
of $2.25 per share). Dividends on the Series AdPrefl Stock will be payable quarterly in arrearsooabout the last day of March, June, SeptembeD@tember of each year, beginning on Decembe2@D1.
The Series A Preferred Stock will rank senior to @ammon stock with respect to dividend rights &gtits upon our liquidation, dissolution or windiug.

Generally, we are not permitted to redelee Series A Preferred Stock prior to Novembe2@,6, except in limited circumstances relatinguo ability to qualify as a real estate investntenst ("REIT").
On or after November 2, 2016, we may, at our optiedeem the Series A Preferred Stock, in whole part, at any time or from time to time, for casha redemption price of $25.00 per share, pluscarued
and unpaid dividends on such Series A Preferredk3ip to but excluding the redemption date. In &idij upon the occurrence of a change of conth eesult of which neither our common stock, Edue
$0.01 per share, nor the common securities of ¢j@iging or surviving entity (or American DepositdReceipts ("ADRs") representing such securitiedjsited on the New York Stock Exchange ("NYSEHE t
NYSE Amex (the "NYSE Amex"), or the NASDAQ Stock kkat ("NASDAQ"), or listed or quoted on a successrchange or quotation system, we may, at our optedeem the Series A Preferred Stock, in
whole or in part within 120 days after the firstelan which such change of control occurred, byir$25.00 per share, plus any accrued and unpeaidetids to, but not including, the date of redeiomptIf we
exercise any of our redemption rights relatinghte Series A Preferred Stock, the holders of SétiPseferred Stock will not have the conversion tigascribed below. The Series A Preferred Stocknoastated
maturity and is not subject to mandatory redemptioany sinking fund. Holders of shares of the &eA Preferred Stock will generally have no votiights except for limited voting rights if we fad pay
dividends for six or more quarterly periods (whetbenot consecutive) and in certain other circuanees.

Upon the occurrence of a change of abndis a result of which neither our common stockthe common securities of the acquiring or sungwentity (or ADRs representing such securitisdjsted on
the NYSE, the NYSE Amex or NASDAQ or listed or gedton a successor exchange or quotation systeim hedder of Series A Preferred Stock will have tight (unless, prior to the Change of Control
Conversion Date (as defined herein), we have pesvimr provide notice of our election to redeemSkeies A Preferred Stock) to convert some or alhefSeries A Preferred Stock held by it into a banof
shares of our common stock per share of SeriesefeRed Stock to be converted equal to the lesser o

. the quotient obtained by dividing (i) the sum of $25.00 liquidation preference plus the amourstryf accrued and unpaid dividends to, but not inogdhe Change of Control Conversion
Date (unless the Change of Control Conversion Baaéter a record date for a Series A PreferrediSttividend payment and prior to the correspon@eges A Preferred Stock dividend
payment date, in which case no additional amounstdich accrued and unpaid dividend will be includgethis sum) by (ii) the Common Stock Price (afirid= herein); and

. 7.8691, or the Share Cap, subject to certain aupists;
subject, in each case, to provisions for the rea#iplternative consideration as described in pin@spectus.

We are organized and conduct our opamatin a manner that will allow us to qualify aR&IT. To assist us in complying with certain fedéngome tax requirements applicable to REITs, charter
contains certain restrictions relating to the ovghgr and transfer of our capital stock, includimgoavnership limit of 9.8% of the outstanding shaséeur Series A Preferred Stock.

No market currently exists for our SerfePreferred Stock. We intend to apply to list 8eries A Preferred Stock on the New York StockHaxge under the symbol "STAG Pr A." If the appiicats
approved, trading of the Series A Preferred Steakxpected to commence within 30 days after th@imlelivery of the Series A Preferred Stock.

The Series A Preferred Stock has not been rated ans subject to the risks associated with non-ratedecurities. Investing in our Series A
Preferred Stock involves risks that are describedn the "Risk Factors" section beginning on page 23fdhis prospectus.

Per share Total
Public offering price $ 25.0C $ 60,000,00
Underwriting discoun $ 0.787¢ $ 1,890,001
Proceeds, before expenses, t( $ 24.212¢ $ 58,110,00

We have granted the underwriters anoopth purchase up to 360,000 additional sharesioSeries A Preferred Stock at the public offerimige, less the underwriting discount, within 3¢ slé&rom the
date of this prospectus to cover overallotmentanif.

Neither the Securities and Exchange Commission n@ny state securities commission has approved or disproved of these securities or determined if thiprospectus is truthful or complete.
Any representation to the contrary is a criminal ofense.

Delivery of the Series A Preferred Stadk be made by the underwriters through the ftied of The Depository Trust Company on or aboav&mber 2, 2011.




BofA Merrill Lynch Raymond James UBS Investment Banl Wells Fargo Securitie:

RBC Capital Markets

Keefe, Bruyette & Woods

The date of this prospectus is October 26, 2011.
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You should rely only on the information contained i this prospectus, any free writing prospectus pregred by us or information to which we have
referred you. We have not, and the underwriters ha& not, authorized any other person to provide you ith different information. If anyone provides
you with different or inconsistent information, you should not rely on it. We are not, and the underwiters are not, making an offer to sell these
securities in any jurisdiction where the offer or ale is not permitted. You should assume that the formation appearing in this prospectus and any free
writing prospectus prepared by us is accurate onlyas of their respective dates or on the date or dagevhich are specified in those documents. Our
business, financial condition, results of operationand prospects may have changed since those dai#& will update this prospectus as required by
law.

In this prospectus:

. "our company," "the company," "we," "us" and "owefer to STAG Industrial, Inc., a Maryland corpdéoat and its consolidated subsidiaries,
except where it is clear from the context thattéren only means the issuer of the shares of SArReferred Stock in this offering, STAG
Industrial, Inc.;
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. "annualized rent" means the monthly base cashfoetite applicable property or properties as ofe]&@, 2011 (which is different from rent
calculated in accordance with U.S. generally aazptcounting principles ("GAAP") for purposes af financial statements), multiplied by
and "total annualized rent" means the annualizetlfog all of our properties;

. "Fund II" means the private equity real estate fUBIDAG Investments Il, LLC, that continues to operas a private, fully invested fund;

. "Fund llI" means the private equity real estatedfBBTAG Investments I, LLC, that contributed eéntof its properties to us in our formation
transactions;

. "Fund IV" means the private equity real estate fBIDAG Investments IV, LLC, that contributed it®perties to us in our formation
transactions;

. "STAG GI" means the joint venture between our @ffd, STAG GI, LLC and STAG Gl Investco, LLC ("GaRners") called STAG Gl

Investments, LLC that contributed its propertiesisdn our formation transactions;

. "investment grade credit tenant" means a tenahttiEa published senior unsecured credit ratiBB8-/Baa3 or above from one or both of
Standard & Poor's or Moody's Investors Service;

. "net operating income" or "NOI" means operatingeraye (including rental revenue, tenant recovemesaher operating revenue) less property-
level operating expenses (including managementdedgeneral and administrative expenses), and@esldepreciation and amortization,
impairments, gain/loss on sale of real estateresteexpense and other non-operating items;

. "on a fully diluted basis" assumes the exchangd olgstanding common units of limited partnersimterest in our operating partnership ant
outstanding LTIP units in our operating partnerskop shares of our common stock on a one-for-assh

. "on a pro forma basis" means (1) with respect tofioancial position, after taking into account aisitions, including two probable acquisitions
subsequent to June 30, 2011 as if they occurreldioa 30, 2011 and (2) with respect to our restiltgerations after taking into account the
formation transactions, initial public offering,dacquisitions, including two probable acquisitiosighsequent to April 19, 2011, as if they
occurred on January 1, 2010, on the same basisrefidcted in the unaudited pro forma condensedaaated financial statements included
elsewhere in this prospectus;

. "our operating partnership" means STAG Industriaéi@png Partnership, L.P., a Delaware limited panghip, and the subsidiary through wt
we conduct substantially all of our business;

. "our predecessor business" means the entities rapepies that were contributed to our operatingnesship pursuant to our formation
transactions described elsewhere in this prospectus

. "the management company" means STAG Capital PartheC and STAG Capital Partners Ill, LLC, whictegrart of our predecessor business
and were contributed to us in our formation tratieas;

. "secondary markets" means the 29 largest industiéatopolitan areas other than the primary marketéch each have net rentable square
footage ranging between approximately 25 milliod 200 million square feet;

. "sub-investment grade tenant" means a tenantdhmettian investment grade credit tenant; and

. "primary markets" means the 29 largest industriefropolitan areas, which each have approximatelyriilllion or more in net rentable square
footage.
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PROSPECTUS SUMMARY

The following summary highlights information contd elsewhere in this prospectus. You should raeefudly the entire prospectus, including "Risk
Factors," our financial statements, pro forma fic#al information, and related notes appearing elbere in this prospectus, before making a decisionves!
in our Series A Preferred Stock.

Unless indicated otherwise, the information incldde this prospectus assumes no exercise of theramitiers' option to purchase up to 360,000
additional shares of our Series A Preferred Stackdver overallotments, if any.

The historical operations described in this prodpeaefer to the historical operations of STAG lIsilial, Inc. and our predecessor business. We have
generally described the business operations inghispectus as if the historical operations of ptedecessor business were conducted b

Overview

STAG Industrial, Inc. is a self-administti@nd self-managed full-service real estate compaeysed on the acquisition, ownership and manageofe
single-tenant industrial properties throughoutltinited States. We were formed in 2010 to contimaegrow the singléenant industrial business conductec
our predecessor business. Benjamin S. ButcheCltlaé@man of our board of directors and our Chieé&irive Officer and President, together with ailiafé
of New England Development, LLC ("NED"), a realastdevelopment and management company, formegredecessor business, which commenced active
operations in 2004. We completed our initial pulbliering on April 20, 2011.

As of June 30, 2011, our portfolio congisté 93 properties in 26 states with approximately2 million rentable square feet. As of June 30,12 our
properties were 91.0% leased to 74 tenants, witsimgle tenant accounting for more than 5.3% oftotal annualized rent and no single industry antiog
for more than 14.1% of our total annualized rent.

We target the acquisition of individual §3&B, single-tenant industrial properties predomtiyan secondary markets throughout the UnitedeStavith
purchase prices ranging from $5 million to $25 iwill We believe our focus on owning and expandipgrifolio of such properties will generate retufos
our shareholders that are attractive in light efisks associated with these returns because hexdie

. Industrial properties generally require less cégixpenditure than other commercial property types singletenant properties generally reqt
less expenditure for leasing, operating and capdsis per property than multi-tenant properties.

. Investment yields on single tenant individual pmypeacquisitions are typically greater than investitnyields on portfolio acquisitions. With
appropriate asset diversification, individual asg can be mitigated across an aggregated piortfol

. Class B industrial properties tend to have higherent returns and lower volatility than Class Austrial properties.

. Secondary markets generally have less occupancyeatal rate volatility than primary markets.

. We typically do not face significant competitiomrin other institutional industrial real estate bgykr acquisitions, as these buyers tend to fi
on larger properties in select primary markets. ®pical competitors are local investors who oftiennot have ready access to debt or equity
capital.

. Tenants in our target properties tend to managdephaperties directly, which allows us to grow qaartfolio without substantially increasing 1

size of our asset management infrastructure.
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For a description of what we consider to be Classd Class B properties, see "Business—Our Pregetti

Our target properties are generally leased

. investment grade credit tenants on shorter tersekeéess than four to six years);
. sub-investment grade credit tenants on longer teases (greater than four to six years); or
. a variable combination of the above.

We believe the market inefficiently prices target properties because investors typicétheeunderestimate the probability of tenant rétenbeyond
the primary lease term or overestimate the expemestiof tenant default. Further, we believe ouwtarwriting processes, utilizing our proprietary rebdllows
us to acquire properties at a discount to thefirisic values, where intrinsic values are determhing the properties' future cash flows.

We were incorporated on July 21, 2010 utidedaws of the State of Maryland. We intend &rehnd qualify to be taxed as a REIT under theria
Revenue Code of 1986, as amended (the "Code"théoyear ending December 31, 2011, and generalllyatibe subject to U.S. federal taxes on our meo
to the extent we currently distribute our incometo shareholders and maintain our qualificatioa &EIT. We are structured as an umbrella partieREIT
("UPREIT") and own substantially all of our assatsl conduct substantially all of our business tghoour operating partnership. As of June 30, 201,
owned a 67.1% limited partnership interest in querating partnership.

Our principal executive offices are locase®9 High Street, 28th Floor, Boston, Massachsi®2110. Our telephone number is (617) 574-471r. O
website is www.stagindustrial.com. The informatfoand on, or otherwise accessible through, our Welsnot incorporated into, and does not fornag pf,
this prospectus or any other report or documentfileevith or furnish to the Securities and Exchar@@mmission (the "SEC").

Recent Developments
Our Initial Public Offering

We completed our initial public offeringdaformation transactions on April 20, 2011, purduarwhich we sold 13,750,000 shares of our comstook a
an offering price of $13.00 per share. On May 18,12 we sold an additional 2,062,500 shares ofonrmon stock pursuant to the exercise of the
underwriters' overallotment option in full. We rae gross proceeds from our initial public offgriincluding the underwriters' exercise of theiemtlotmen
option in full) of approximately $205.6 million b@® underwriting discounts and commissions andraiffering costs. See "Structure and Formation of O
Company" for more information about our initial pickoffering and formation transactions.

Acquisition Activity

Since June 30, 2011, we have acquired diti@uhl seven properties totaling approximately &illion square feet for approximately $65.5 noifliand
have entered into purchase and sale agreemertguoean additional two properties totaling appmea¢ely 0.3 million square feet for approximately
$12.2 million (collectively, the "acquisition propies"). We can make no assurance that we will meaither of the two acquisition properties thag eurrently
subject to a purchase and sale agreement or, doywerhat the terms or timing of any such acquisitidll be.

Leasing Activity

Since the completion of our initial pubtiffering, we have renewed ten leases totaling agmately 900,579 square feet. Further, we haves:848,819
square feet to six new tenants and
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we have leased 20,834 square feet of vacant spageexisting tenant. Of the 661,911 square feltasfes originally scheduled to expire in 2011 haee
renewed 582,731 square feet or 88% as of SepteB@h@011. As of September 30, 2011, our propeviere approximately 92.2% leased.

Financing Activity

On July 8, 2011, we closed a $65.0 milkmquisition loan facility (the "CIGNA-3 facility"\vith Connecticut General Life Insurance Company
("CIGNA"). The CIGNA-3 facility has an interest rate of 5.88% and wiltare in September 2019. This is the third acdaisiban facility that we have clos
with CIGNA since July 2010.

On July 18, 2011, September 26, 2011 artdi@c 12, 2011, we borrowed $13.5 million, $4.0lionl and $6.0 million, respectively, under our secl
corporate revolving credit facility ("credit fadii’) for use in acquisitions and other corporateppses. See "Business—Description of Certain Digbtthore
information about our credit facility.

Corporate Activity

On July 15, 2011, we issued 3,281 sharesmwinon stock, with a fair value of approximatefd 00 for director's compensation. On October2D4 1,
we issued 4,970 shares of common stock, with avédire of approximately $51,875 for director's cemgation. These awards were fully vested at ghdhof
our independent directors elected to receive shdreemmon stock in lieu of cash for their feesgerving as members of the board and/or chairmeanidus
board committees for the quarter ended June 3@, a0d for the remaining quarters of 2011.

On September 20, 2011, the compensatiomittee of our board of directors approved the 20utperformance Program under our 2011 Equity
Incentive Plan to provide certain key employeeswfcompany with incentives to contribute to owwth and financial success. See "Executive
Compensation—2011 Outperformance Program."

Distributions

On May 2, 2011, we declared a dividendammon shareholders of record and our operatingi@estip declared a distribution to holders of rdaafr
common units of limited partnership interests im operating partnership (“common units"), in eaakecas of June 30, 2011, of $0.2057 per commoe sina
common unit. This dividend was based on a quartkviglend rate of $0.26 per common share pro-rigethe portion of the second quarter that we heehb
in existence as a public company. The dividend paad on July 15, 2011.

On September 15, 2011, we declared a didide common shareholders of record and our opeygiartnership declared a distribution to holdénseoord
of common units, in each case as of September@a,, »f $0.26 per common share and common unit.difidend was paid on October 14, 2011.

Competitive Strengths

. Proven Growth Profile: Since 2004, we have deployed approximately $illibrbof capital, representing the acquisition2#9 properties
totaling approximately 37.7 million rentable squéget in 152 individual transactions. Our pursdit@ny small acquisitions helps produce a
smooth and predictable growth rate.

. Established Intermediary Relationship: Approximately 32% of the acquisitions we sourdeased on total purchase price, have been in
"limited marketing" transactions where there hasnbeo formal sales process. We believe we havdame a reputation as a credible and
active buyer of single-tenant industrial real estathich provides us access to significant acdqaisibpportunities that may not be available to
our competitors.
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. Scalable Platform: We own properties in a variety of different maskeithin 26 states. We believe we have developedkkperience and
systems infrastructure necessary to acquire, owmaamnage properties throughout the United Stateshmallows us to efficiently grow our
portfolio in those markets and others. In additiour, focus on net lease properties ensures thatuwtent staff of 27 employees (with
incremental additions) will be sufficient to suppour growth. As of June 30, 2011, we were pursaipgroximately $450 million of specific
additional potential acquisitions that we have td@d as warranting investment consideration adteiinitial review.

. Expertise in Underwriting Singl-Tenant Properties Our expertise and market knowledge have beematefrom our significant acquisition
activity, our relationships with a national netwarkcommercial real estate brokers and our presiengemerous markets. Through our
experience, we developed a proprietary underwripingess. We integrate real estate and corporetkt enalysis to project the future cash fl
of potential acquisitions. Central to our underingtis assessing the probability of tenant retendioring the lease term and beyond. We then
analyze the costs associated with a vacancy eyeggtbmating market rent, potential downtime antergnting costs for the subject property.

. Stable and Predictable Cash Flow Our portfolio is diversified by tenant, industimd geography, which tends to reduce risk and regsni
volatility. As of June 30, 2011, no single tenart@unted for more than 5.3% of our total annualized; no single industry represented more
than 14.1% of our total annualized rent; and nglsistate was the site for properties generatingerttan 16.4% of our total annualized rent.
Cash flow consistency across our portfolio is ewlkdrby our weighted average in-place remainingeléaisn of approximately 5.6 years as of
June 30, 2011, low costs for tenant improvemendsl@asing commissions and low capital expendit(résch, for the properties we owned in
2011, averaged 1% and 2% of pro forma net operaitmme during 2011, respectively). It is furthehanced by our expected high tenant
retention rate. From the date of our first acqigisi{August 11, 2006) through June 30, 2011, westehieved an average tenant retention rate
of 85.7% with respect to our properties. For thegaeJanuary 1, 2011 through September 30, 201hawve achieved an 88% tenant retention
rate for those tenants whose leases were schetdudegbire in 2011.

. Conservative Balance Sheet and Liquidity Positic As of June 30, 2011, we had a pro forma debtntnsalized earnings before interest, tax,
depreciation and amortization ("EBITDA") ratio gigroximately 6.9x based on our pro forma resultspsrations for the six months ended
June 30, 2011 before giving effect to this offeriB@ITDA includes $1.3 million of gain on intereste swap and $2.2 million of non-cash
amortization of above/below market leases for thermnths ended June 30, 2011 on a pro forma Hési& exclude these items, the pro forma
debt-to-annualized EBITDA ratio is 6.7x before giyieffect to this offering. We expect our debt-tBFEDA ratio to decrease as a result of this
offering. We target a debt-to-EBITDA ratio of be®ve5.0x and 7.0x, although we may exceed thesésl&een time to time as we complete
acquisitions. We believe that this leverage andidiiy profile, as well as the transparency andifigity of our balance sheet and our UPREIT
structure, facilitates future refinancings of aadébtedness and positions us to capitalize onredtgrowth opportunities in the near term.

. Experienced Management TeamThe five senior members of our management teara fignificant real estate industry experiencepigiog:
Mr. Butcher with 28 years of experience; Mr. Sudlivwith 29 years of experience; Mr. Mecke with 2@ of experience; Ms. Arnone with
23 years of experience; and Mr. King with 15 yezfrexperience. All five have had an active rolehwitr predecessor business and four have
previous public REIT or public real estate comparperience.

4
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Our Strategies

Our primary business objectives are to awd operate a balanced and diversified portfolisimgle-tenant industrial properties that maximieash flows
available for distribution to our shareholders, &ménhance shareholder value over time by achgesiistainable long-term growth in funds from operet
("FFO") per share through the following strategies.

Investment Strategy

Our primary investment strategy is to aogjindividual Class B, single-tenant industrialpedies predominantly in secondary markets througtite
United States through third-party purchases anttttred sale-leasebacks featuring high initialdgéednd strong ongoing cash-on-cash returns.

We believe secondary markets tend to hes®dccupancy and rental rate volatility and lesgbcompetition compared with primary markets.oAs
June 30, 2011, our properties had an average anediaént of $4.12 per rentable square foot ofddaspace.

The performance of single-tenant propetgesis to be binary in nature—either a tenant ysngarent or the owner is paying the entire camydost of the
property. We believe that this binary nature freglyecauses the market to inefficiently price canget assets. In an attempt to avoid this binakyand paying
the entire carrying cost of a vacant property, ptiginvestors in single-tenant properties ma tiar the application of rigid decision rules thaiuld induce
buyers of single-tenant properties to avoid actjaiss where the tenant does not have an investgrade rating or where the remaining primary lease tis
less than an arbitrary number such as 12 yearadBgring to such inflexible decision rules, othmeistors may miss attractive opportunities thatarme
identify and acquire.

We further believe that our method of usamg applying the results of our due diligence amdability to understand and underwrite risk atous to
exploit this market inefficiency. Lastly, we belethat the systematic aggregation of individuapprties results in a diversified portfolio that igéttes the risk
of any single property and produces sustainablenstwhich are attractive in light of the assodaisks. A diversified portfolio with low correladeisk—
essentially a "virtual industrial park"—facilitatdebt financing and mitigates individual propertyn@rship risk.

Growth Strategy

External Growth through Acquisitions: Our target acquisitions are predominantly icoselary markets across the United States, in thaifién to
$25 million range. Where appropriate potential me$upresent themselves, we also may acquire aegatisnary markets. We will continue to develop ¢ange
existing network of relationships with real estatel financial intermediaries. These individuals eashpanies give us access to significant deal fldoth
those broadly marketed and those exposed througHimited marketing. We believe that a significgartion of the approximately 13.8 billion squaeeff of
industrial space in the United States fall withur target investment criteria and that there ismple supply of suitable acquisition opportunities.

Following completion of our formation trasions, Fund Il retained ownership of three praps with approximately 890,891 rentable squaes fleat
are vacant and that are acquisition opportunitesi$ (the "Option Properties"). Upon approval of mdependent directors, we have the right to mecany of
the Option Properties individually for a periodugf to three months after notification that the @mbp has stabilized, defined as 85% or greater enocy
pursuant to leases at least two years in remauhimgtion. See "Certain Relationships and Relateth§actions—Services Agreements and Option Propértie

Internal Growth through Asset Management: Our asset management team seeks to maximibeloas by maintaining high retention rates andieg
vacant space, managing operating expenses and
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maintaining our properties. We seek to accompliglsé objectives by improving the overall performeaand positioning of our assets by utilizing ounaet
relationships and leasing expertise to maintairupancy and increase rental rates. Our asset maeagésam collaborates with our internal credit fiorcto
actively monitor the credit profile of each of denants on an ongoing basis. Additionally, we waith national and local brokerage companies to mizakd
lease available properties on advantageous temos fhe date of our first acquisition (August 1008) through June 30, 2011, we have achieved alagwe
tenant retention rate of 85.7% with respect togyoperties. As of June 30, 2011, our portfolio agroximately 1.3 million square feet, or 9.0% of total
rentable square feet, available for lease.

Underwriting Strategy

We believe that our market knowledge, systand processes allow us to analyze efficiendyrigks in an asset's ability to produce cash fioing
forward. We blend fundamental real estate analy#fs corporate credit analysis in our proprietargdal to make a probabilistic assessment of casvsftbat
will be realized in future periods. For each assget,analysis focuses on:

. Real Estate. We evaluate the physical real estate within thaext of the market (and submarket) in which Ibsated and the prospect for re-
tenanting the property if it becomes vacant.

. Deal Parameters. We evaluate the tenant and landlord obligati@mgained within the existing or proposed leaseathér transaction
documents.
. Tenant Credit. We apply fundamental credit analysis to evaltiaetenant's credit profile by focusing on the telsacurrent and historical

financial status, general business plan, operatskg, capital sources and earnings expectatiosifig this data and publicly available bond
default studies of comparable tenant credits, wienage the probability of future rent loss dueeaant default.

. Tenant Retention. We assess the tenant's use of its property adegree to which the property is central to than¢s ongoing operations,
the tenant's potential cost to relocate, the sugeigand dynamic in the relevant submarket andvh#adility of suitable alternative properties.
We believe tenant retention tends to be greateprimperties that are critical to the tenants' besses.

Financing Strategy

We intend to preserve a flexible capitalatiure and to utilize primarily debt secured bylgf properties. In connection with our formatioansactions,
we entered into a loan agreement with several @ighmstitutions establishing our $100 million seed corporate revolving credit facility (subjegtibcrease
to $200 million under certain circumstances). Idiadn, in July 2011, we entered into the CIGNA&Rifity which is a $65 million acquisition loan fity. We
expect to fund property acquisitions through a cioiaiion of any cash available from offering procgealr credit facilities and traditional mortgagsahcing.
Where possible, we also anticipate using commots timiacquire properties from existing owners segki tax-deferred transaction. We intend to meet ou
long-term liquidity needs through cash providedpgrations and use of other financing methods asade from time to time including, but not limiteo,
secured and unsecured debt, perpetual angaguetual preferred stock, common equity issuariettsrs of credit and other arrangements. In @iditve may
invest in properties subject to existing mortgagresimilar liens.
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Our Properties

The following tables portray the propestpe:, geographic, and industry diversity of our gies and tenants, respectively, as of June 301:20

Total

Percentage Annualized Percentage
Total of Rent per of
Number Total Leased Total Total
of Total Rentable Rentable Square Annualized  Annualized
Property Type Properties  Occupancy(1) Square Feet Square Feet Foot Rent Rent
(dollars in
thousands)
Warehouse/Distributic 46 91.4% 10,272,69 72.2%$% 35C $ 32,87: 61.7%
Flex/Office 21 89.1% 1,243,22. 8.7% 10.1¢4 11,23t 21.17%
Manufacturing 26 90.6% 2,693,67! 19.(% 3.7¢ 9,161 17.2%
Total/Weighted
Average 93 91.(% 14,209,59 100.(% $ 41z $ 53,26¢ 100.(%
Total
Annualized
Total Percentage Rent per Percentage
Number of Total Leased Total of Total
of Total Rentable Rentable Square Annualized Annualized
State Properties Occupancy(1) Square Feet Square Feet Foot Rent Rent
(dollars in
thousands)
North Caroling 9 100.%  2,241,97. 15.8%$ 3.8¢ $ 8,72 16.%%
Ohio 11 80.€%  2,160,33 15.2% 3.07 6,63¢ 12.5%
Michigan 8 94.6%  1,426,20 10.C% 3.1¢ 4,45¢ 8.4%
Wisconsin 6 98.€%  1,299,26: 9.1% 2.8 3,67: 6.S%
Tennesse 3 100.(% 912,81( 6.4% 3.2¢ 2,99¢ 5.€%
Maine 6 100.(% 378,97¢ 2.7% 7.3 2,77¢ 5.2%
Indiana 11 92.(% 854,22¢ 6.C% 3.1t 2,694 5.1%
Minnesots 2 100.(% 558,89 3.5% 4.2¢ 2,392 4.5%
Kentucky 2 100.(% 868,50: 6.1% 2.72 2,361 4.4%
Florida 4 56.€% 329,18 2.2% 5.67 1,86¢ 3.5%
lowa 1 100.(% 148,13: 1.C% 12.0C 1,77¢ 3.5%
New Jerse) 2 100.(% 315,50( 2.2% 5.4¢ 1,71¢ 3.2%
All Others 28 79.€%  2,715,59 19.2% 8.7¢ 11,18¢ 21.%
Total/Weighted
Average 93 91.(% 14,209,59 100.(%$ 41z $ 53,26¢ 100.(%

(1) Calculated as the average occupancy weighted lhygraperty's rentable square footage. A few praggettave more than one tene
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Percentage
Percentage of Total of Total
Total Number Total Leased Total Leased Annualized Annualized
Industry of Leases(1) Square Feet Square Feet Rent Rent
(dollars in
thousands)

Containers & Packagir 8 1,975,89 15.2% $ 7,49¢ 14.1%
Business Service 6 777,96( 6.C% 5,181 9.7%
Personal Produc 6 1,734,48! 13.4% 5,08¢ 9.5%
Automotive 6 1,290,28! 10.(% 4,93t 9.2%
Aerospace & Defens 7 665,93( 5.1% 3,651 6.S%
Industrial Equipment, Components

Metals 7 824,31¢ 6.4% 3,62¢ 6.6%
Retail 3 1,069,72! 8.3% 3,48: 6.5%
Food & Beverage 3 925,70( 7.2% 3,30¢ 6.2%
Technology 6 678,85( 5.2% 3,20¢ 6.C%
Finance 2 387,22° 3.C% 3,11¢ 5.8%
Office Supplies 4 1,277,85; 9.2% 3,042 5.7%
Non-ProfitGovernmen 5 127,22: 1.C% 1,47¢ 2.8%
Healthcare 3 192,23( 1.5% 1,39¢ 2.€%
Air Freight & Logistics 3 242,29 1.9% 1,09¢ 2.1%
Educatior 3 108,84t 0.8% 1,092 2.1%
Building Materials 2 370,05( 2.%% 774 1.5%
Household Durable 1 117,56« 0.9% 557 1.C%
Other 3 170,30 1.2% 75% 1.4%
Total 78 12,936,73 100.(% $ 53,26¢ 100.(%

Q) A single lease may cover space in more than orldibgi

The following table sets forth informatiabout the 10 largest tenants in our portfolio basetbtal annualized rent as of June 30, 2011:

Percentage
Percentage of Total of Total
Number of Total Leased Total Leased Annualized Annualized
Tenant Properties Square Feet Square Feet Rent Rent
(dollars in
thousands)
International Pape 2 573,32( 4.4% $ 2,82¢ 5.3%
Bank of Americe 5 318,97¢ 2.5% 2,23¢ 4.2%
Spencer Gifte 1 491,02¢ 3.8% 1,89( 3.5%
Stream Internations 1 148,13: 1.1% 1,77¢ 3.3%
Berry Plastics 2 315,50( 2.4% 1,71¢ 3.2%
Archway Marketing Service 1 386,72« 3.C% 1,62: 3.C%
ConAgra Food: 1 342,70( 2.€% 1,38¢ 2.6%
JCIM 1 231,00( 1.8% 1,372 2.6%
Fuller Brush Compan 2 572,11 4.4% 1,211 2.3%
Chrysler Groug 1 343,41¢ 2. 7% 1,19¢ 2.2%
Total 17 3,722,91. 28.1% $ 17,23¢ 32.2%

As of June 30, 2011, our weighted averaggldce remaining lease term across our portfolis approximately 5.6 years. The following table $etth a
summary schedule of lease expirations for leasptabe as of June 30, 2011, plus available spaceakch of the five calendar years beginning
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with 2011 and thereafter in our portfolio. The imfation set forth in the table assumes that teredecise no renewal options and no early ternonaights.

Percentage Percentage
Number of Total of Total Total of Total
Leases Rentable Expiring Annualized Annualized
Year of Lease Expiration Expiring Square Feet Square Feet Rent(1) Rent
(dollars in
thousands)
Available 1,272,85!
MTM(2) — 73,01¢ 0.6% $ 13¢€ 0.2%
2011 5 264,83¢ 2.L% 1,65¢€ 3.1%
2012 16 1,805,71. 14.(% 7,42¢ 13.%%
2013 9 1,816,10: 14.(% 5,79( 10.€%
2014 11 1,759,62! 13.6% 7,572 14.2%
2015 5 303,73: 2.2% 1,46¢ 2.8%
Thereaftel 32 6,913,70: 53.5% 29,21¢ 54.&%
Total 78 14,209,59. 100.% $ 53,26¢ 100.(%

Q) Total annualized rent does not include any grosiufenant reimbursements and we had no rent ateatts in effect as of June 30,

2011.

2) Month-to-month leases.

Acquisition Properties

Since June 30, 2011, we have acquired diti@uhl seven properties totaling approximately @illion square feet for approximately $65.5 noifliand
have entered into purchase and sale agreemertquoean additional two properties totaling apjmeately 0.3 million square feet for approximately
$12.2 million. We can make no assurance that weawguire either of the two acquisition propertiest are currently subject to a purchase and sgeement
or, if we do, what the terms or timing of any sadguisition will be. As of June 30, 2011, the asdign properties were 100% leased. As of Jun€80}1, the
seven acquisition properties that have been adatjhid a weighted average lease term of 6.1 yedrthartwo acquisition properties under contract fad
weighted average lease term of 8.6 years. Baséghses in place as of June 30, 2011, the acquigitioperties provide an aggregate of approximately
$7.5 million of total annualized rent, including aggregate of approximately $1.1 million of totahaalized rent from properties that are currently
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subject to a purchase and sale agreement. Thevfolidable sets forth additional information regagithe acquisition properties.

Total
Number Rentable
of Year Square
Property Address City Properties Asset Type Year Built Renovated(1) Feet
Georgia
2175 East Park Driv Conyers 1 Warehouse/Distributio 199¢ 201C 226,25¢
Kentucky
947 E Main Street(2 Georgetowr 1 Warehouse/Distributio 2001 NA 97,50(
6350 Ladd Avenur Louisville 1 Warehouse/Distributio 199¢ NA 191,82(
6400 Ladd Avenur Louisville 1 Warehouse/Distributio 1977 NA 306,00(
Massachusetts
202 South Washington Stre Norton 1 Warehouse/Distributio 199¢ 200¢ 200,00(
Missouri
7275 Hazelwood Avenu Berkeley 1 Warehouse/Distributio 197C 200¢ 305,55(
North Carolina
3250 US Highway 70 West(. Smithfield 1 Warehouse/Distributio 2001 NA 190,85!
Ohio
1120 Morrison Roa Gahanne 1 Warehouse/Distributio 1982 2007 383,00(
Oregon
1600 NE 181st Avenu Greshar 1 Warehouse/Distributio 196C 200¢ 420,69(
Total 9 2,321,67
1) Renovation means a material upgrade, alterati@ddition to a building or building systems resugtin increased marketability of the property.
) Property under contract and we consider its actiuisto be probable; however, we can make no assarthat we will acquire the property or, if we ddyat the terms or timing of

any such acquisition will bt
Summary Risk Factors

An investment in our Series A Preferredc&timvolves material risks. You should considerefalty the risks described below and under "Risktbis"
before purchasing shares of our Series A Pref@tedk in this offering:

. As a newly formed REIT, we have a limited operatiigfory and may not be able to operate our busisescessfully or implement our business
strategies as described in this prospectus.

. Our investments are concentrated in the indusellestate sector, and we would be adverselytaffdry a downturn in that sector.

. Our growth will depend upon our ability to acquim®perties successfully. We may be unable to contate acquisitions on advantageous
terms, and acquisitions may not perform as we expec

. We depend on key personnel and the loss of thikisduvice could adversely affect us.

. Our officers and certain directors may have cotifigcduties because they have a duty both to usatite funds that retained properties that
were not contributed to us in our formation trarisens.

. We could be adversely affected if we fail to haveess to capital on favorable terms.

. We depend on tenants for revenue. Defaults byemartts, as a result of bankruptcy or otherwiseldcadversely affect us.

. We may be unable to renew or replace expiring leaséease empty space on favorable terms or.at all

. Uninsured losses and contingent or unknown liagditvith respect to our properties, including eowimentally hazardous conditions, could

adversely affect us.
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. Our charter and bylaws do not limit the amountencpntage of indebtedness that we may incur, ancbwiel be adversely affected if we are
unable to make required payments on our indebtsdiemply with other covenants in our indebtedrmesefinance our indebtedness at
maturity on favorable terms.

. Our accounting predecessor and our company hawierped historical net losses and accumulateditieéifter depreciation and we may
experience future losses.

. We may not be able to make distributions, includiigributions on our Series A Preferred Stoclexgtected levels or at all.

. Our qualification as a REIT will depend on our sittion of numerous requirements under highlyneaai and complex provisions of the Co
and our failure so to qualify could adversely affies, including our ability to make distributions.

. The Series A Preferred Stock has not been ratedsasubject to the risks associated with non-ratsrities.

. The Series A Preferred Stock is a new issuancenaitbtated maturity date and does not have anlissiath trading market, which may
negatively affect its market value and your abitaytransfer or sell your shares.

. Our Series A Preferred Stock is subordinate todetnt, and your interests could be diluted by teedasce of additional preferred stock, incluc
additional Series A Preferred Stock, and by otterdactions.

Debt Financing and Liquidity

As of June 30, 2011, on a historical basshad mortgage debt outstanding with an estimaggdegate balance of approximately $255.9 millioa a
weighted average annual interest rate of 5.65%ofthis debt will initially bear interest at a & rate, $140.7 million of which is fixed as a fesfian interes
rate swap through January 31, 2012. As of Jun@@D1, this debt was comprised of a $140.7 millmsml maturing in 2013, two loans totaling $106.8ionil
maturing in 2018, and an $8.5 million loan maturim@027. As of June 30, 2011, we had $0 of bomgwiunder our $100 million credit facility, which
matures in April 2014, with an option to extend thaturity date for one additional year. See "BussaeDescription of Certain Debt" for more informatio
about such debt.

On July 18, 2011, September 26, 2011 artdif@c 12, 2011, we borrowed $13.5 million, $4.0lionl and $6.0 million, respectively, under our dted
facility for use in acquisitions and other corperptirposes. See "Business—Description of Certabt'Der more information about our credit facilit)s of
October 25, 2011, we had approximately $35.5 nmilliocredit facility capacity immediately availakiteus under our credit facility (with up to $4Irfillion
available upon the satisfaction of certain lenderditions) to fund working capital and property aisitions and to execute our business strategyfAs
October 25, 2011, we have approximately $5.4 mmllioborrowing capacity available to us under ceguasition loan facility with CIGNA that was orightly
entered into in October 2010 (the "CIGNA-2 faclljtyand $55.7 million in borrowing capacity availelib us under the CIGNA-3 facility.

Tax Status

We will elect to be taxed as a REIT undier Code commencing with our taxable year endingeBser 31, 2011. As a REIT, we generally will not be
subject to U.S. federal income tax on income thatgtribute currently to our shareholders. Under@ode, REITs are subject to numerous organizsdtamd
operational requirements, including a requiremkeat e annually distribute at least 90% of our kdexdncome to our shareholders. If we fail to giyafior
taxation as a REIT in any year, our income wilkdeed at regular corporate rates, we will not bensd a deduction for dividends to our shareholdters
computing our taxable income and we may be preddigen qualifying for treatment as a REIT for thouf-year period following the year of our failure t
qualify. Even if we qualify as a REIT for U.S. fedkeincome tax purposes, we may still be subjestate and local taxes on our income and propedyt@
U.S. federal income and excise taxes on our urilgiigéd income. See "U.S. Federal Income Tax Consiidas.”
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The Offering

The offering terms are summarized belowlgdbr your convenience. For a more complete deson of the terms of our Series A Preferred Stade
"Description of Series A Preferred Stock."

Issuer

STAG Industrial, Inc

Series A Preferred Stock Offered 2,400,000 shares of 9.0% Series A Cumulative RedblniPreferred Stock (plus up to an additional @80 shares of

Ranking

Dividends

Series A Preferred Stock that we may issue andipelh the exercise of the underwriters' overallothogtion). We
reserve the right to reopen this series and isdditi@nal shares of Series A Preferred Stock eithieyugh public or privat
sales at any time and from time to tir

The Series A Preferred Stock will rank, with reggedividend rights and rights upon our liquidatialissolution or
winding-up:

. senior to all classes or series of ourwam stock, and to any other class or series otapital stock expressly
designated as ranking junior to the Series A PredeBtock

. on parity with any class or series of capital stock expressly designated as ranking otypaith the Series A
Preferred Stock; ar

. junior to any other class or series of capital stock expressly designated as rankingsemithe Series A Preferred
Stock, none of which exists on the date her

The term "capital stock" does not include convégtilr exchangeable debt securities, none of whicutstanding as of t
date hereof, which, prior to conversion or exchamgk rank senior in right of payment to the Serié Preferred Stock.
The Series A Preferred Stock will also rank juriforight of payment to our other existing and fetalebt obligations

Holders of shares of the Series A Preferred Stattoe entitled to receive cumulative cash dividemah the Series A
Preferred Stock when, as and if authorized by oard of directors from and including the date ofjimal issue, payable
quarterly in arrears on or about the last day ofdiaJune, September and December of each yeanniregon
December 30, 2011, at the rate of 9.0% per annuimec$25.00 liquidation preference per share (edent to the fixed
annual rate of $2.25 per share). The first dividpagable on the Series A Preferred Stock is scleddwl be paid on
December 30, 2011 and will be a pro rata dividenthfand including the original issue date to ardiiding

December 31, 2011 in the amount of $0.36875 peesBavidends on the Series A Preferred Stock adtirue whether or
not (i) we have earnings, (ii) there are funds llggavailable for the payment of such dividends &iiifisuch dividends are
authorized or declare
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Liquidation Preference

Optional Redemption

Special Optional Redemption

If we liquidate, dissolve or wind up, holdersstiares of the Series A Preferred Stock will haeeritpht to receive $25.00
per share of the Series A Preferred Stock, plusiadcand unpaid dividends (whether or not authdraredeclared) up to
but excluding the date of payment, before any payrisemade to holders of our common stock and d@hgralass or
series of capital stock ranking junior to the SeAePreferred Stock as to liquidation rights. Weyrnaly issue equity
securities ranking senior to the Series A Prefe8txtk with respect to dividend rights and rightemi our liquidation,
dissolution and winding-up if we obtain the affiiva vote of the holders of at least two-thirdshe outstanding Series A
Preferred Stock together with each other clasees of preferred stock ranking on parity with Series A Preferred
Stock with respect to the payment of dividends tweddistribution of assets upon our liquidatiorssdiution or winding
up. The rights of holders of shares of the Seriéa&erred Stock to receive their liquidation prefeee will be subject to
the proportionate rights of any other class oreseoif our capital stock ranking on parity with Series A Preferred Stock
as to liquidation, and junior to the rights of argss or series of our capital stock expresslygieded as ranking senior to
the Series A Preferred Stoc

We may not redeem the Series A Preferred Stock friblovember 2, 2016, except in limited circumsesirelating to ot
ability to qualify as a REIT, as described in "Déstion of Series A Preferred Stock—Optional Redéop in this
prospectus and pursuant to the special optionangtion provision below. On and after November@L& the Series A
Preferred Stock will be redeemable at our optinrwihole or in part, at any time or from time to éipfior cash at a
redemption price of $25.00 per share, plus accamedunpaid dividends (whether or not authorizedemiared) up to but
excluding the redemption date. Any partial redeowptvill be on a pro rata bas

Upon the occurrence of a Change of Control (asddfbelow), we may, at our option, redeem the SéiPreferred
Stock, in whole or in part within 120 days aftee first date on which such Change of Control oamlirby paying $25.00
per share, plus any accrued and unpaid dividendsitonot including, the date of redemption. lfippto the Change of
Control Conversion Date, we exercise any of ouenggtion rights relating to the Series A Preferreatls (whether our
optional redemption right or our special optioredemption right), the holders of Series A Prefee&atck will not have
the conversion right described belc
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Conversion Rights

A "Change of Control" is when, after the origimeduance of the Series A Preferred Stock, thewvallg have occurred and
are continuing

. the acquisition by any person, including any syattior group deemed to be a "person” under Set8()(3) of the
Securities Exchange Act of 1934, as amended (tkeH&nhge Act”), of beneficial ownership, directlyiodirectly,
through a purchase, merger or other acquisitiarstretion or series of purchases, mergers or othugligition
transactions of stock of our company entitling thatson to exercise more than 50% of the totahggbower of all
stock of our company entitled to vote generallyhi@ election of our directors (except that suctspemwill be deeme
to have beneficial ownership of all securities thath person has the right to acquire, whether ggbhis currently
exercisable or is exercisable only upon the ocage®f a subsequent condition); ¢

. following the closing of any transaction referredr the bullet point above, neither we nor theugag or surviving
entity has a class of common securities (or ADRsa®enting such securities) listed on the NYSENKWSE Amex o
NASDAQ or listed or quoted on an exchange or gumtagystem that is a successor to the NYSE, theENX®ex or
NASDAQ.

Upon the occurrence of a Change of Control, eattiehof Series A Preferred Stock will have the ti@gimless, prior to tk
Change of Control Conversion Date, we have proviagrovide notice of our election to redeem theeSeA Preferred
Stock) to convert some or all of the Series A Rrefit Stock held by such holder on the Change oti@GbGonversion
Date into a number of shares of our common stoclsipare of Series A Preferred Stock to be convexterl to the lesser
of:

. the quotient obtained by dividing (i) them of the $25.00 liquidation preference plus tin@ant of any accrued and
unpaid dividends to, but not including, the Chanfj€ontrol Conversion Date (unless the Change oft@b
Conversion Date is after a record date for a SéiPseferred Stock dividend payment and prior ® ¢brresponding
Series A Preferred Stock dividend payment datejhiich case no additional amount for such accrueduapaid
dividend will be included in this sum) by (ii) tt@mmon Stock Price; ar

. 7.8691 (i.e., the Share Cap), subject to certgusatents

subject, in each case, to provisions for the readiplternative consideration as described in phaspectus
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No Maturity, Sinking Fund ¢
Mandatory Redemption

If, prior to the Change of Control Conversion &atie have provided or provide a redemption notid¢esther pursuant to
our special optional redemption right in connectigith a Change of Control or our optional redemptight, holders of
Series A Preferred Stock will not have any rightemvert the Series A Preferred Stock in conneatiith the Change of
Control Conversion Right and any shares of Seri€seferred Stock selected for redemption that e tendered for
conversion will be redeemed on the related datedgmption instead of converted on the Change ofrélbConversion
Date.

For definitions of "Change of Control ConversiogRi," "Change of Control Conversion Date" and "Coonn$tock Price
and for a description of the adjustments and prongsfor the receipt of alternative consideratiobattmay be applicable to
the Change of Control Conversion Right, see "Desion of Series A Preferred St—Conversion Rights.

Except as provided above in connection with a CharfgControl, the Series A Preferred Stock is motvertible into or
exchangeable for any other securities or prop

The Series A Preferred Stock has no stated mauaity and is not subject to mandatory redemptiangrsinking fund.
We are not required to set aside funds to redeerSéhnies A Preferred Stock. Accordingly, the Seti¢xreferred Stock
will remain outstanding indefinitely unless we dito redeem the shares at our option or, undeurostances where the
holders of the Series A Preferred Stock have a@winn right, such holders decide to convert théeSeé\ Preferred Stock
into our common stocl
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Limited Voting Rights

Listing

Holders of shares of the Series A Preferred Staltlgenerally have no voting rights. Howeveryié are in arrears on
dividends on the Series A Preferred Stock for simore quarterly periods, whether or not conseeutiwlders of shares
the Series A Preferred Stock (voting together @gss with the holders of all other classes oeseof preferred stock up:
which like voting rights have been conferred arelexercisable) will be entitled to vote at a spetieeting called upon
the request of at least 10% of such holders ouahext annual meeting and each subsequent anmagding of
shareholders for the election of two additionaédiors to serve on our board of directors untibaaid dividends with
respect to the Series A Preferred Stock and arer athss or series of parity preferred stock haentpaid or declared a
a sum sufficient for the payment thereof set akdpayment. In addition, we may not make certaaterial and adverse
changes to the terms of the Series A PreferreckStdbout the affirmative vote of the holders ofl@ast two-thirds of the
outstanding shares of the Series A Preferred Stmsther with the holders of all other shares gf @ass or series of
preferred stock ranking on parity with the SerieBferred Stock with respect to the payment ofiéivds and
distribution of assets upon our liquidation tha antitled to similar voting rights (voting togetlas a single class).
Holders of shares of Series A Preferred Stockngatbgether as a single class with the holderdl otlzer classes and
series of preferred stock ranking on parity withi&eA Preferred Stock with respect to the paynoéulividends and the
distribution of assets upon our liquidation that antitled to similar voting rights (voting togettas a single class), also
will have the exclusive right to vote on any ameedirto our charter on which holders of our SeridRréferred Stock are
otherwise entitled to vote (as described aboverdiyg material and adverse changes to the terrtteedberies A Preferred
Stock) and that would alter only the contract riglats expressly set forth in our charter, of théeSeA Preferred Stock and
such other class(es) and series of such paritgst

We intend to file an application to list our Serfe®referred Stock on the NYSE under the symbolAGTPr A." We
expect trading of the shares of Series A PrefeBtedk on the NYSE, if listing is approved, to cormoe within 30 days
after the date of initial delivery of the sharekeTunderwriters have advised us that they intemdake a market in the
Series A Preferred Stock prior to commencementygfteading on the NYSE, but are not obligated tsd@and may
discontinue market making at any time without rmtido assurance can be given as to the liquidithetrading market
for the Series A Preferred Stor

16




Table of Contents

Restrictions on Ownership and To help us to qualify as a REIT, our charter,jsabto certain exceptions, contains, and the S&iereferred Stock articles

Transfer

Use of Proceeds

Conflicts of Interest

Transfer Agent and Registr

supplementary will contain, restrictions on the temof shares of our common stock, Series A PrefieBtock and our
capital stock that a person may own. Our charteviges that generally no person may own, or be éeeimown by virtue of
the attribution provisions of the Code, either mity@n 9.8% in value or in number of shares, whiehévmore restrictive, of
our outstanding shares of capital stock, or moae $:18% in value or in number of shares, whiché&varore restrictive, of o
outstanding common stock. In addition, the Seridaréferred Stock articles supplementary will previdat generally no
person may own, or be deemed to own by virtue @ftitribution provisions of the Code, either mdrant 9.8% in value or in
number of shares, whichever is more restrictivewfoutstanding Series A Preferred Stock. Seecij@®on of Stock—
Restrictions on Ownership and Transft

We estimate that the net proceeds we will receiom fthe sale of shares of our Series A PreferredkSn this offering will
be approximately $57.4 million (or approximatelys$b million if the underwriters' overallotment agtiis exercised in full),
after deducting underwriting discounts and commissiof approximately $1.9 million and estimateckdffg expenses of
approximately $0.7 million payable by us. We witintribute the net proceeds we receive from thieroffy to our operating
partnership in exchange for 9.0% Series A Cumwad®edeemable Preferred Units of partnership intéresur operating
partnership ("Series A Preferred Units") that Jwilve rights as to distributions and upon liquidatidissolution or winding u
that are substantially similar to those of the &A Preferred Stoc

Our operating partnership intends to use the retemds to fund future acquisitions, repay indel#edminder our credit
facility and for general working capital purposiluding funding capital expenditures, tenant im@ments and leasing
commissions

As described in "Use of Proceeds," we may use @opoof the net proceeds from this offering to nepadebtedness under ¢
credit facility. Affiliates of Merrill Lynch, Piere, Fenner & Smith Incorporated, UBS Securities lar@ RBC Capital
Markets, LLC are lenders under our credit facilifp. the extent that we use a portion of the netgeds of this offering to
repay borrowings outstanding under our credit fgciaffiliates of Merrill Lynch, Pierce, Fenner &mith Incorporated, UBS
Securities LLC and RBC Capital Markets, LLC wiltedve their proportionate shares of any amountofcoedit facility that
is repaid with the net proceeds of this offeringe SUnderwriting (Conflicts of Interest)

The transfer agent and registrar for our SeriesefePred Stock is Continental Stock Transfer & Ti@empany
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Settlemen Delivery of the shares of Series A Preferred Stuitkbe made against payment therefor on or abautdvhber 2, 2011

Risk Factors See "Risk Factors" beginning on page 23 of thispeotus for risks that you should consider beforelpasing shares of
our Series A Preferred Stoc
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Summary Financial Information

The following table sets forth summary fiogal and operating data on (1) a pro forma basisdir company and (2) historical basis for our pany and
STAG Predecessor Group. On a pro forma basis, Wewn 102 properties. Included in the 102 propeytare two properties under contract, which we
consider to be probable; however, we can make surasce that we will acquire these propertiesfaveido, what the terms or timing will be.

You should read the following summary fio@hand operating data in conjunction with "Managat's Discussion and Analysis of Financial Conoditi
and Results of Operation," our unaudited pro foom@solidated financial statements and related ndteshistorical consolidated financial statemerfitthe
company, the historical combined financial statet®end related notes of STAG Predecessor Grougisherical combined statements of revenue andaicert
expenses and related notes of STAG Contributiorurand the historical combined statements of neeemd certain expenses and related notes of thwus
properties listed in the Index to the Financiat&tzents.

The unaudited pro forma condensed congelitlhalance sheet data is presented as if thesitiops, including two probable acquisitions, sufusent to
June 30, 2011 had occurred on June 30, 2011, andhthudited pro forma statements of operationo#me data for the six months ended June 30, 206d1 a
the year ended December 31, 2010 are presentéthasformation transactions, initial public offeg and acquisitions, including two probable acdjoiss,
subsequent to April 19, 2011 had occurred on Jgnlig2010. The pro forma financial information @ mecessarily indicative of what our actual finahc
condition would have been as of June 30, 2011 atwbr actual results of operations would have lzesnming these events had occurred on June 30,0201
January 1, 2010, respectively, nor does it purmorepresent our future financial position or résof operations.

The summary historical consolidated balastezet information as of June 30, 2011, and STAgl&ressor Group's historical combined statement of
operations data for the periods from January 1120JApril 19, 2011 and the six months ended Juhe&810, and STAG Industrial, Inc.'s historical
consolidated statement of operations data for ¢éneg from April 20, 2011 to June 30, 2011, haverbderived from the unaudited financial statemehts
STAG Industrial, Inc. included elsewhere in thisggectus. The summary historical combined balaheetsnformation as of December 31, 2010 and 2009,
and the historical combined statement of operatitata for the years ended December 31, 2010, 20092008, have been derived from the combined ¢iat
statements of the STAG Predecessor Group audit@tibgwaterhouseCoopers LLP, independent registrblic accountants, whose report thereon is
included elsewhere in this prospectus. The suminigtgrical balance sheet information as of Decenie2008 and the historical combined statement of
operations data for the year ended December 3%, B&@e been derived from audited combined finarst&tements of the STAG Predecessor Group, whe
not included in this prospectus. The summary hisaébcombined balance sheet information as of D31, 2007 and 2006 and the historical combined
statement of operations for the period ended Deeeb, 2006 have been derived from the unauditetbated financial statements of the STAG Predecessor
Group, which are not included in this prospectus.

The audited historical financial statemeftSTAG Predecessor Group in this prospectuslagefore the historical financial and operatintada the
table below, exclude the operating results anchfife condition of the Option Properties, the éesithat own the Option Properties and the manageme
company.
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STAG
Industrial, Inc.
Company Pro Forma Historical STAG Predecessor Group Historical
Period
Six Months Period from from Six months Period
Ended Year Ended April 20,to  January 1, ended Ended
June 30, December 31 June 30  to April 19, June 30, Year Ended December 31, December 31
2011 2010 2011 2011 2010 2010 2009 2008 2007(1) 2006
(unaudited) (unaudited) (unaudited) (unaudited)
(unaudited)  (unaudited) (unaudited)
(dollars in thousands)
Statement of
Operations Data:
Revenue
Rental income $ 2887 % 59,83: $ 9,67C $ 7,021 $ 12,57:$ 24,24¢$ 25,65¢$ 27,31¢$ 11,16: $ 941
Tenant recoverie 3,542 7,22% 1,07 1,21¢ 2,44t 3,761 4,50¢ 3,951 1,32¢ —
Other 62€ 1,25: 267 — — — — — —
Total revenue 33,04! 68,30t 11,01( 8,24% 15,01¢ 28,01 30,16¢ 31,27( 12,48¢ 941
Expenses
Property 5,57¢ 10,51 1,672 2,14t 3,314 6,12¢ 8,40¢ 5,81% 1,437 11
General and
administrative 4,75¢€ 9,51¢ 2,06( 497 528 937 1,07¢ 1,117 64¢ 29
Property acquisition
costs — — 327 — — — — — — —
Depreciation and
amortization 16,88( 32,99! 6,44¢ 2,45¢ 5,32¢ 9,614 10,257 12,10¢ 4,681 33€
Loss on impairment
of asset: — — — — — — — 3,72¢ — —
Total expense 27,21« 53,01¢ 10,50¢ 5,101 9,16¢ 16,57« 19,74« 22,76 6,772 37€
Other income
(expense)
Interest incom 10 16 9 1 2 16 66 14C 162 4
Interest expens (9,829 (19,32¢) (3,18%) (4,136 (6,939 (14,116 (14,329 (15,05¢) (7,867) (61€)
Gain (loss) on
interest rate swag 1,31z (210) 50C 762 (93%) (282) (1,720 (1,279 — —
Formation transactic
costs — — (3,729 — — — — — — —
Total other income
(expense (8,507) (19,520 (6,409 (3,379) (7,867 (14,38) (15,987 (16,199 (7,69¢) (612)
Net loss $ (26798 (423) % (5,899 $ (229% (2,016$ (2,940% (5,560% (7,689% (1,989 % 47)
Net loss per share
attributable to the
Company (0.13) (0.1¢) (0.26) — — — — — — —
Balance Sheet Data
(End of Period):
Rental property,
before
accumulated
depreciatior $ 484,11« $ 426,68t $210,18¢ $210,00¢ $208,94t $ 212,68t $ 31,99¢
Rental property, afte
accumulated
depreciatior 460,39: 402,96! 190,92¢ 195,38! 200,26¢ 210,29: 31,80¢
Total asset 609,45¢ 531,61¢ 211,00 220,11¢ 229,73: 242,13: 35,97¢
Total debt 333,31 255,87( 207,550 212,13 216,17¢ 217,36( 31,877
Total liabilities 349,92 272,08 219,34( 221,63 223,17: 220,54t 32,30t
Owners'/shareholde
equity (deficit) 259,53 259,53: (8,330 (1,521) 6,56( 21,58¢ 3,671
Other Data
(unaudited):
Net operating incom
(NOI)(2) $ 27,46! % 57,79: $ 9,33¢ $ 6,10 $ 11,70t$ 21,887% 21,75°$% 25457 $ 11,05 $ 93C
EBITDA(2) 24,02( 48,06¢ 3,728 6,36¢ 10,24: 20,66¢ 18,95¢ 19,34: 10,40: 901
FFO(2) 14,20¢ 28,75¢ 547 2,23( 3,31 6,56¢ 4,691 4,42¢ 2,70t 28¢
Adjusted funds from
operations (AFFC
2) 14,72: 32,00: 5,04( 1,457 3,67 5,85¢ 6,16¢ 8,081 2,421 243
1) Certain properties included as part of STAG PresigaeGroup were owned by a related party for thiogeAugust 11, 2006 through May 31, 2007 and veaguired by STAG

Investments IIl, LLC on June 1, 2007, its commeneenuate of operations. The period for which cerfabperties were owned by a related party is Eb&Antecedent"” in the
accompanying combined financial statements. We pageared the results of operations for the yededbDecember 31, 2007 by combining amounts for 20@&ined by adding
the audited operating results of each of the Artenefor the period of January 1, 2007 to May 3)22and STAG Predecessor Group for the period é Ji 2007 to December
31, 2007 (since the difference in basis betweereéedent and STAG Predecessor Group were not nibtefifferent and the entities were under commomagement). Although
this combined presentation does not comply with ®AWe believe that it provides a meaningful metbhbdomparison.

) See "Management's Discussion and Analysis of Finh@ondition and Results of Operations" for moegailed explanations of net operating income ("NOEBITDA, FFO and
adjusted funds from operations ("AFFQO"), and rediatons of NOI, EBITDA, FFO and AFFO to net incentcomputed in accordance with GAAP.
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Ratios of Earnings to Fixed Charges and Combined ked Charges and Preferred Dividends

Our ratios of earnings to fixed charges @achings to combined fixed charges and preferigdehds for the periods indicated are as followsaudited):

Historical
Company Pro Forma
Six STAG STAG Predecessor Group
Months Industrial, Inc. Period
Ended Year Ended January 1 Year Ended Year Ended Year Ended Year Ended Ended
June 30 December 31 April 20 - - December 31 December 31 December 31 December 31 December 31
June 30, April 19,
2011 2010 2011 2011 2010 2009 2008 2007(2) 2006
Ratio of
earning
to
fixed a
charge 0.7 0.7 @ 0.94 0.7% 0.61x 0.4% 0.75x 0.92x
Ratio of
earning
to
combir
fixed
charge
and
preferr 1
dividen 0.7 0.78x —O oo« 0.7¢ 0.61x 0.4% 0.75x 0.92x
1) Earnings for the period were less than zero.
2) We have prepared the results of operations foy¢ae ended December 31, 2007 by combining amoonta007 obtained by adding the audited operatisglte of each of the

Antecedent for the period of January 1, 2007 to ay2007 and STAG Predecessor Group for the pefiddne 1, 2007 to December 31, 2007 (since tifiereince in basis
between Antecedent and STAG Predecessor Groupneereaterially different and the entities were unciemmon management). Although this combined prtasien does not
comply with GAAP, we believe that it provides a mggful method of compariso

Our ratios of earnings to fixed chargescm@puted by dividing earnings by fixed chargest @tios of earnings to combined fixed charges nederred
dividends are computed by dividing earnings byste of fixed charges and preferred dividends. Reseé purposes, "earnings" consist of net lossfpled
charges. Net loss is computed in accordance witABANnd includes such non-cash items as real efgatreciation and amortization, amortization of abov
(below) market rents, and amortization of defefiedncing costs and loan premium. Net loss in 28%d includes one-time transactional costs relatraur
initial public offering and related formation trasions. "Fixed charges” consist of interest expeans approximation of the interest component of ou
operating leases, capitalized interest and amtidizaf deferred financing fees and loan premiurhethier expensed or capitalized and interest witkital
expense. Interest income is not included in thimmatation. "Preferred dividends" consist of the antwf pre-tax earnings required to pay dividenads o
outstanding preferred securities. There were nfepe securities outstanding for the periods priesk Our pro forma ratios are prepared on theslagur
pro forma financial statements. See "STAG Indulsthie. and Subsidiaries Unaudited Pro Forma CoséérConsolidated Financial Statements."

The computation of ratio of earnings teefixcharges indicates that earnings were inadetpatarer fixed charges on the basis of our pro &ofimancial
statements by approximately $2.7 million for thersionths ended June 30, 2011 and by $4.2 milliothfe year ended December 31, 2010.

The computation of ratio of earnings to bamed fixed charges and preferred dividends indE#tat earnings were inadequate to cover fixethelsaand
preferred dividends on the basis of our pro foriarfcial statements by approximately $2.7 millionthe six months ended June 30, 2011 and by $#lidm
for the year ended December 31, 2010.

The computation of ratio of earnings tefixcharges indicates that earnings were inadetpatever fixed charges on the basis of our histbfinancial
statements by approximately $5.9 million for theige April 20, 2011 to June 30, 2011, by $0.2 roillifor the period January 1, 2011 to April 19, 204yl
$2.9 million, $5.6 million, $7.7 million and $2.0ilfion for the years ended December 31, 2010, 2Q@098 and 2007, respectively, and $47,000 for greod
ended December 31, 2006.

The computation of ratio of earnings to timed fixed charges and preferred dividends indg#tat earnings were inadequate to cover fixetgelsaand
preferred dividends on the basis of our historiiceincial statements by approximately $5.9 millfonthe period April 20, 2011 to June 30, 2011, by
$0.2 million for the period January 1, 2011 to Aff, 2011, by $2.9 million, $5.6 million, $7.7 fivin and $2.0 million for the years ended Decengier
2010, 2009, 2008 and 2007, respectively, and $87@0the period ended December 31, 2006.
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Ratios of Adjusted Earnings to Fixed Charges and Qubined Fixed Charges and Preferred Dividends

Our ratios of adjusted earnings to fixedrges and adjusted earnings to combined fixed elaagd preferred dividends for the periods indetare as
follows (unaudited):

Historical
Company Pro Forma STAG Predecessor Group
STAG
Six Industrial,
Months Period
Ended Year Ended Inc. January 1- Year Ended Year Ended Year Ended Year Ended Ended
June 30 December 31  April 20- December 31 December 31 December 31 December 31 December 31
June 30,  April 19,
2011 2010 2011 2011 2010 2009 2008 2007(1) 2006
Ratio of
adjuste
earning
to fixed
charges 2.48x 2.62» 1.23» 1.35x 1.44» 1.41» 1.26x 1.29» 1.35x
Ratio of
adjuste
earning
to
combin
fixed
charges
and
preferre
dividen 2.48» 2.62» 1.23» 1.35» 1.44» 1.41» 1.26» 1.29» 1.35»
1) We have prepared the results of operations foy¢ae ended December 31, 2007 by combining amoonta007 obtained by adding the audited operatisglte of each of the

Antecedent for the period of January 1, 2007 to ay2007 and STAG Predecessor Group for the pefiddne 1, 2007 to December 31, 2007 (since tifierdince in basis
between Antecedent and STAG Predecessor Groupneereaterially different and the entities were unciemmon management). Although this combined prtasien does not
comply with GAAP, we believe that it provides a mggful method of compariso

Ratios of adjusted earnings to fixed chared combined fixed charges and preferred divisiene computed by dividing adjusted earnings bsrfix
charges and combined fixed charges and preferxededids, respectively. "Adjusted earnings" consistarnings excluding depreciation and amortization
straight line rental revenue adjustments, abovieemarket lease amortization, amortization of cesh compensation, and gain (loss) on interessveas.
Earnings, fixed charges and preferred dividendsaleulated in the same manner as they are faaties of earnings to fixed charges and earnings to
combined fixed charges and preferred dividendseasribed above. We believe that the ratios of &eljusarnings to fixed charges and combined fixedges
and preferred dividends are useful supplementafimdition regarding our ability to cover our fixduaecges and preferred dividends.
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An investment in our Series A Preferred Stock irestisks. In addition to other information in tipiospectus, you should carefully consider the
following risks before investing in our Series Aeferred Stock offered by this prospectus. The oenae of any of the following risks could matesiahd
adversely affect our business, prospects, finaramaHition, results of operations and our abilityrhake cash distributions to our shareholders, Wwiticuld
cause you to lose all or a significant portion ofly investment in our Series A Preferred Stock.e&statements in this prospectus, including statésrierthe
following risk factors, constitute forwa-looking statements. See "Cautionary Note RegarBorgvard-Looking Statements."

Risks Related to Our Business and Operations

As a newly formed REIT, we have a limited operatihigtory and may not be able to operate our busgesccessfully or implement our business strateg
as described in this prospectus.

We were organized in July 2010 and comme:logerations upon completion of our formation teatidns and our initial public offering on April 20
2011. We are subject to all the risks and unceragmssociated with any new business, includiegigk that we will not achieve our investment akijees anc
that the value of your investment could declinessaittially.

Our investments are concentrated in the industriell estate sector, and our business would be asiigraffected by an economic downturn in that secto

As of June 30, 2011, all of our 93 proprtivere industrial properties, including 46 waret@ddistribution facilities, 26 manufacturing fatiéds and 21
flex/office facilities. This concentration may exgmus to the risk of economic downturns in the #tidal real estate sector to a greater extent ifhaur
properties were more diversified across other sedbthe real estate industry.

Adverse economic conditions will negatively affectr returns and profitability.

Our operating results may be affected byketzand economic challenges, including the curgésttal economic credit environment and economic
uncertainties, which may result from a continueéxacerbated general economic slowdown experiemgdde nation as a whole or by the local economies
where our properties may be located, or by thees@te industry, including the following:

. poor economic conditions may result in tenant désawnder leases;

. re-leasing may require concessions or reducedInextés under the new leases due to reduced demand;

. adverse capital and credit market conditions mairiot our operating activities; and

. coFstricted access to credit may result in tenafdudts, non-renewals under leases or inabilitgaiéntial buyers to acquire properties held for
sale.

Also, to the extent we purchase real estedd unstable market, we are subject to thethiakif the real estate market ceases to attracsdime level of
capital investment in the future that it attradtthe time of our purchases, or the number of cornigsaseeking to acquire properties decreasesaibe of our
investments may not appreciate or may decreasd#isagnly below the amount we pay for these investis. The length and severity of any economic
slowdown or downturn cannot be predicted. Our djmra could be negatively affected to the exteat #n economic slowdown or downturn is prolonged or
becomes more severe.
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RISK FACTORS

Substantial international, national and local govement deficits and the weakened financial conditiofthese governments may adversely impact
business, financial condition and results of opei@ts. In particular, for example, uncertainty abouhe financial stability of several countries in én
European Union, the increasing risk that those coies may default on their sovereign debt and redtstresses on financial markets could have
adverse effect on our business, results of openagiand financial condition.

The values of, and the cash flows from,graperties we own are affected by developmentgabal, national and local economies. As a reduthe
recent severe recession and the significant govenbimterventions, federal, state and local govemsihave incurred record deficits and assumed or
guaranteed liabilities of private financial instians or other private entities. These increaseatybtideficits and the weakened financial conditbfederal,
state and local governments may lead to reducedrgmental spending, tax increases, public sectologses, increased interest rates, currency det@hs,
defaults on debt obligations or other adverse eminevents, which may directly or indirectly adwdysaffect our business, financial condition ansltes of
operations.

In particular, for example, in 2010, a ficél crisis emerged in Europe, triggered by highdet deficits and rising direct and contingenteseign debt in
Greece, Ireland, Italy, Portugal and Spain, whigated concerns about the ability of these Europkaon nations to continue to service their sovgmalebt
obligations. These conditions impacted financiatkats and, despite assistance packages to Greeleend and Portugal, the creation of a joint EU-IMF
European Financial Stability Facility in May 20Ehd a recently announced plan to expand finans&stance to Greece, uncertainty over the outcdrtteeo
European Union governments' financial support @ogr and worries about sovereign finances perdigtreTcan be no assurance that the market disrsgtion
Europe, including the increased cost of fundingcfentain governments and financial institutiond| mat spread, nor can there be any assurancéutuae
assistance packages will be available or, everoifiged, will be sufficient to stabilize the affedtcountries and markets in Europe or elsewhesksRind
ongoing concerns about the debt crisis in Europddoave a detrimental impact on the global ecosaedovery, financial markets and institutions #nel
availability of debt financing, which may directly indirectly adversely affect our business, firiahcondition and results of operations.

Events or occurrences that affect areas in whichrquroperties are geographically concentrated maypiact financial results,

In addition to general, regional, natioaadl international economic conditions, our opegpgiarformance is impacted by the economic conditimfrthe
specific markets in which we have concentrationgroperties. We have holdings in the following esatwhich, as of June 30, 2011, accounted for the
percentage of our total annualized rent indicaliith Carolina (16.4%); Ohio (12.5%); Michigan (&% and Wisconsin (6.9%). Our operating performance
could be adversely affected if conditions beconss favorable in any of the states or regions irctvive have a concentration of properties.

We are subject to industry concentrations that makesusceptible to adverse events with respecettam industries.

We are subject to certain industry con@ins with respect to our properties, including fbllowing, which, as of June 30, 2011, accouritedhe
percentage of our total annualized rent indica@ahtainers & Packaging (14.1%); Business Servig@e®¥4); Personal Products (9.5%); Automotive (9.3%);
Aerospace & Defense (6.9%); Industrial Equipmemtn@onents & Metals (6.8%); Retail (6.5%); Food &Brages (6.2%); and Technology (6.0%). Such
industries are subject to specific risks that caakllt in downturns within the industries. For exde, several of our
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technology tenants operate in the telecommunicatsector. Telecommunications companies face reggarding their ability to adapt to new technologica
developments and changes in regulations by ther&fle@emmunications Commission and other federatesind local agencies. Any downturn in one or more
of these industries, or in any other industry irickhwe may have a significant concentration nowndhe future, could adversely affect our tenant®\are
involved in such industries. If any of these tesaatunable to withstand such downturn or is otliegwnable to compete effectively in its businéssay be
forced to declare bankruptcy, fail to meet its abobligations, seek rental concessions or be ertabénter into new leases, which could materzatig

adversely affect us.

We are subject to risks involved in single-tenaeases, and the default by one or more tenants condterially and adversely affect us.

Any of our tenants may experience a downiniits business at any time that may significanteaken its financial condition or cause its fesluAs a
result, such tenant may decline to extend or retgelease upon expiration, fail to make rental pagyta when due or declare bankruptcy. The defanén€ial
distress or bankruptcy of a single tenant couldseanterruptions in the receipt of rental reveno@/ar result in a vacancy, which is likely to reésolthe
complete reduction in the operating cash flows geted by the property leased to that tenant anddeasease the value of that property. In additomajority
of our leases generally require the tenant to flayr aubstantially all of the operating expensesmally associated with the ownership of the propesuch as
utilities, real estate taxes, insurance and routiaetenance. Following a vacancy at a single-tepeoperty, we will be responsible for all of theesating
costs at such property until it can be re-letf éla

If our tenants are unable to obtain financing neceary to continue to operate their businesses ang pa rent, we could be materially and advers
affected.

Many of our tenants rely on external sosreifinancing to operate their businesses. The fih&ncial and credit markets continue to experéeliquidity
disruptions, resulting in the unavailability of dincing for many businesses. If our tenants arelanatbtain financing necessary to continue taaigetheir
businesses, they may be unable to meet their Idigiations to us or enter into new leases with niseoforced to declare bankruptcy and reject casds, whic
could materially and adversely affect us.

As a newly formed REIT, we have limited experieragerating as a publicly traded REIT, which may aéfeour ability to successfully operate our busine
or generate sufficient cash flow to make or sustalistributions to our shareholders, including distrutions on our Series A Preferred Stock.

We have limited experience operating asldigly traded REIT. We cannot assure you thatpast experience will be sufficient to successfalberate
our company as a REIT or a publicly traded compargjuding the requirements to timely meet disclesequirements and comply with the Sarbanes-Oxley
Act of 2002. Failure to maintain REIT status wobhblve an adverse effect on our financial conditieaults of operations, cash flow, per share traginge of
our common stock and Series A Preferred Stock hilitlyato satisfy our debt service obligations andpay dividends to you.

We depend on key personnel, the loss of their fidtvice could adversely affect us.

Our success depends to a significant dagpea the continued contributions of certain kegspanel including, but not limited to, Messrs. Bhec,
Sullivan, Mecke and King and Ms. Arnone, whose ted service is not guaranteed, and each of whouoidabe difficult to replace. While we
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have entered into employment contracts with Me&utcher, Sullivan, Mecke and King and Ms. Arnotiey may nevertheless cease to provide services to
at any time. If any of our key personnel were taseeemployment with us, our operating results csufter. Our ability to retain our management groupo
attract suitable replacements should any membeateahanagement group leave is dependent on thpetidive nature of the employment market. The lafss
services from key members of the management groagimitation in their availability could advergampact our financial condition and cash flowsrthar,
such a loss could be negatively perceived in tipgalamarkets. We have not obtained and do not@&xpeobtain key man life insurance on any of oey k
personnel except for Mr. Butcher, the founder af fmedecessor business and our Chief Executive@ffPresident and Chairman. The policy has limithe
amount of $5.0 million and covers us in the evdriin Butcher's death.

We also believe that, as we expand, ouréusuccess depends, in large part, upon ounataliire and retain highly skilled managerial,éstment,
financing, operational and marketing personnel. @etition for such personnel is intense, and we ctassure you that we will be successful in atingcand
retaining such skilled personnel.

Our growth will depend upon future acquisitions gfoperties, and we may be unable to consummate &itjons on advantageous terms or acquisitions
may not perform as we expect.

We acquire and intend to continue to aegpiimarily generic distribution warehouses, maotufang properties and flex/office facilities. Thequisition
of properties entails various risks, including tis&s that our investments may not perform as weee Further, we face competition for attractivesistment
opportunities from other well-capitalized real éstavestors, including both publicly-traded REEAr private institutional investment funds, andsthe
competitors may have greater financial resourcas t/s and a greater ability to borrow funds to aequroperties. This competition will increase as
investments in real estate become increasinglgicibe relative to other forms of investment. Asult of competition, we may be unable to acgadditional
properties as we desire or the purchase price majgnificantly elevated. In addition, we expectit@nce future acquisitions through a combinatbsecure
and unsecured borrowings, proceeds from equityebt dfferings by us or our operating partnershifisosubsidiaries and proceeds from property couations
and divestitures which may not be available ancctvicbuld adversely affect our cash flows. Any @& #bove risks could adversely affect our financial
condition, results of operations, cash flows antitatbo pay distributions on, and the market prafe our common stock and Series A Preferred Stock.

We may be unable to source "limited marketing" deffdw in the future, which could adversely affectpability to locate and acquire additional propées
at attractive prices.

A key component of our growth strategyigdntinue to acquire additional industrial reahesassets. Since 2004, approximately 32% ofc¢haisitions
we sourced, based on total purchase price, wergradgoefore they were widely marketed by realtedtaokers, or "limited marketing” transactionsoarties
that are acquired by "limited marketing" transacsiare typically more attractive to us as a purehbscause of the absence of a formal sales progbish
could lead to higher prices. If we cannot obtaimited marketing” deal flow in the future, our afyilto locate and acquire additional propertieatatactive
prices could be somewhat adversely affected.
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The cash available for distribution to shareholdensay not be sufficient to pay dividends, includidgvidends on our Series A Preferred Stock, at expec
levels, nor can we assure you of our ability to neadtistributions, including distributions on our Sas A Preferred Stock, in the future. We may use
borrowed funds to make distributions.

All distributions will be made at the distion of our board of directors and will dependoam earnings, our financial condition, maintenaoteur REIT
qualification and other factors as our board oécliors may deem relevant from time to time. We matybe able to make distributions in the futureadigition
some of our distributions may include a returnagfital. To the extent that we make distributionsxeess of our current and accumulated earningpiofits,
such distributions would generally be considereetarn of capital for U.S. federal income tax puagsto the extent of the holder's adjusted tashasis
shares. A return of capital is not taxable, bieis the effect of reducing the holder's adjustedésis in its investment. To the extent that tlistions exceed
the adjusted tax basis of a holder's shares, tliepenmreated as gain from the sale or exchangioh stock. See "U.S. Federal Income Tax Congidas—
Taxation of Shareholders." If we borrow to fundtdimitions, our future interest costs would incesalereby reducing our earnings and cash avaifable
distribution from what they otherwise would havehe

We have owned our properties for a limited time danwe may not be aware of characteristics or defimis involving any one or all of them.

The majority of our properties have beedarrmanagement for less than four years. In addigimce the completion of our formation transatjove
have acquired an additional nine properties togadipproximately 2.4 million rentable square fedte3e properties may have characteristics or defite
unknown to us that could affect their valuatiorr@renue potential and such properties may not atéiy perform up to our expectations. We cannafrasgot
that the operating performance of the propertidsnet decline under our management.

Risks Related to Our Organization and Structure

We may pursue less vigorous enforcement of termsanftribution and other agreements because of canfl of interest with certain of our officers and
directors.

Certain of our directors and executiveasffs have ownership interests in the other entitiggoperties that were contributed to us in @umation
transactions, including Fund lll, Fund IV, STAG &id the management company. Following the compleffmur formation transactions and our initial [y
offering, under the contribution agreements witttaia of our directors and executive officers anelitt affiliates, we are entitled to indemnificationthe event
of breaches of the representations and warrant@ee my them with respect to the entities and pt@seacquired by us. Such indemnification is limitend we
are not entitled to any other indemnification imoection with our formation transactions. In aduitiour executive officers entered into employment
agreements with us pursuant to which they agreadng other things, not to engage in certain busiaesvities in competition with us and pursuanivtich
they will devote substantially all of their busisésne to our business. See "Executive CompensatiEmployment Agreements.” We may choose not to
enforce, or to enforce less vigorously, our rigitisler these agreements due to our ongoing relaffpmsth our directors and executive officers.
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Our executive officers and directors have dutiesfiond Il, Fund Ill, Fund IV and STAG GI which may aeate conflicts of interest, which may impede
business decisions that could benefit our sharetetl

Certain of our executive officers and diogs also serve on the board of managers and/cageament committees of the managers of Fund II, Rlirmehd
Fund IV, and are members of the board of direadSTAG GI. Our officers and directors may haveftoting duties because they have a duty to botAnd
to Fund Il (which will retain ownership of its pregiies and continue as a private, fulyested fund until liquidated), Fund Il (whichtagned ownership of tt
Option Properties), Fund IV and STAG GI. Since ¢benpletion of our formation transactions, all ofdk entities are fully invested and, as a resilltnat be
making any additional investments in income prapsrtHowever, some Fund Il properties may be coitiygetvith our current or future properties. It is
possible that the executive officers' and board besi fiduciary duty to Fund Il, Fund 1ll, Fund Bhd STAG Gl, including, without limitation, theinterests
in Fund Il and the Option Properties, will confligith what will be in the best interests of our quany.

Our fiduciary duties as sole member of the genepalrtner of our operating partnership could createmwflicts of interest, which may impede business
decisions that could benefit our shareholders.

We, as the sole member of the general padhour operating partnership, have fiduciarnyiekito the other limited partners in the operapiagnership,
the discharge of which may conflict with the inttseof our shareholders. The limited partners ofaperating partnership have agreed that, in tleatesf a
conflict in the fiduciary duties owed by us to @lmareholders and, in our capacity as indirect ggmpartner of our operating partnership, to suetitéd
partners, we are under no obligation to give piydo the interests of such limited partners. ldidn, those persons holding common units will ééve right
to vote on certain amendments to the operatingneestip agreement (which require approval by a ritgjim interest of the limited partners, including) and
individually to approve certain amendments that @dversely affect their rights. These voting tiggimay be exercised in a manner that conflicts thi¢h
interests of our shareholders. For example, weiaable to modify the rights of limited partnerségeive distributions as set forth in the operapagnership
agreement in a manner that adversely affects tigits without their consent, even though such tication might be in the best interest of our shatders.

In addition, conflicts may arise when thterests of our shareholders and the limited pestoithe operating partnership diverge, partidyler
circumstances in which there may be an adversedagequence to the limited partners. Tax consegsencholders of common units upon a sale or
refinancing of our properties may cause the intsresour senior management to differ from your o¥s a result of unrealized built-in gain attribliato
contributed property at the time of contributioagree holders of common units, including our printSpanay suffer different and more adverse tax
consequences than holders of our common stock anelsSA Preferred Stock upon the sale or refinanoiithe properties owned by our operating partriprs
including disproportionately greater allocationstems of taxable income and gain upon a realiragicent. As those holders will not receive a cqoeslingly
greater distribution of cash proceeds, they mag ltifferent objectives regarding the appropriateipg, timing and other material terms of any sale
refinancing of certain properties, or whether th @erefinance such properties at all.

We may experience conflicts of interestwaéveral members of our senior management teamrhad®or may become limited partners in our opegati
partnership through the receipt of LTIP units geahtinder our 2011 Equity Incentive Plan. See "EtreelCompensation—Equity Incentive Plan."
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Our growth depends on external sources of capitddieh are outside of our control, which may affectipability to seize strategic opportunities, satisiebt
obligations and make distributions to our shareheid.

In order to maintain our qualification aRBIT, we are generally required under the Cod#tidtsibute annually at least 90% of our net taxabt®me,
determined without regard to the dividends paidugédn and excluding any net capital gain. In additwe will be subject to income tax at regularpayate
rates to the extent that we distribute less th@®¥d.6f our net taxable income, including any netiteygains. Because of these distribution requinetsieve
may not be able to fund future capital needs, wlioly any necessary acquisition financing, from apeg cash flow. Consequently, we may rely on tpiadty
sources to fund our capital needs. We may not ketalobtain financing on favorable terms or at Ally additional debt we incur will increase ouvdeage.
Our access to third-party sources of capital depeincpart, on:

. general market conditions;

. the market's perception of our growth potential;
. our current debt levels;

. our current and expected future earnings;

. our cash flow and cash dividends; and

. the market price per share of our common stock.

If we cannot obtain capital from third-pasburces, we may not be able to acquire propestiesy strategic opportunities exist, meet the ehpitd
operating needs of our existing properties or §atiar debt service obligations. Further, in orttemeet the REIT distribution requirements and rt@mour
REIT status and to avoid the payment of incomeexuise taxes, we may need to borrow funds on d-s&ion basis even if the then-prevailing market
conditions are not favorable for these borrowiridgese short-term borrowing needs could result faifferences in timing between the actual receiptasth
and inclusion of income for U.S. federal income paxposes or the effect of non-deductible capitpkaditures, the creation of reserves, certaimcéishs on
distributions under loan documents or required @elatmortization payments.

To the extent that capital is not availabl@cquire properties, profits may not be realiaetheir realization may be delayed, which codsiuit in an
earnings stream that is less predictable than sdrmaer competitors and result in us not meetingmuojected earnings and distributable cash flovelein a
particular reporting period. Failure to meet ousjpcted earnings and distributable cash flow leirels particular reporting period could have anaade effect
on our financial condition and on the market po€eur Series A Preferred Stock.

STAG Predecessor Group and STAG Industrial, Inc.\eaexperienced historical net losses and accumuladeficits after depreciation and amortization a
we may experience future losses.

STAG Industrial, Inc. had a historical tets for the period from April 20, 2011 to June 3011 of $3.9 million. STAG Predecessor Group hatbhcal
net losses of $0.2 million for the period from Jaryul, 2011 to April 19, 2011 and $2.9 million, &Bnillion and $7.7 million for the years ended Deber 31
2010, 2009 and 2008, respectively. STAG Predecéasmip had historical accumulated deficits aftéees of depreciation and amortization of $8.3 il
and $1.5 million as of December 31, 2010 and Deeerdh, 2009, respectively. There can be no assetwat we will not continue to incur net losseshia
future, which could adversely affect our abilityservice our indebtedness and our ability to paiddinds or make distributions, including distrilouts on our
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Series A Preferred Stock, any of which could adsigraffect the trading price of our Series A PreddrStock.

We are subject to financial reporting and other n@igements for which our accounting, internal auddand other management systems and resources ma
be adequately prepared and we may not be able tmgtely report our financial results.

We are subject to reporting and other attians under the Exchange Act, including the resqugnts of Section 404 of the Sarbanes- Oxley A2006D.
Section 404 will require annual management assegsméthe effectiveness of our internal contralerdfinancial reporting and a report by our indegemt
registered public accounting firm addressing tressmssments. These reporting and other obliggilans significant demands on our management,
administrative, operational, internal audit andaacrtting resources and cause us to incur signifieapénses. We may need to upgrade our systemeaiecr
new systems; implement additional financial and aggment controls, reporting systems and procedexrgsind our internal audit function; and hire addl
accounting, internal audit and finance staff. If ave unable to accomplish these objectives in alyimnd effective fashion, our ability to complytivthe
financial reporting requirements and other ruleg #pply to reporting companies could be impaifed; failure to achieve and maintain effective imizr
controls could have a material adverse effect arbasiness, operating results and price of oureSekiPreferred Stock.

Our charter, the partnership agreement of our opéirey partnership and Maryland law contain provisianthat may delay or prevent a change of control
transaction.

Our charter contains 9.8% ownership limits. Our charter, subject to certain exceptionsh@nizes our directors to take such actions as ecessary and
desirable to limit any person to actual or congivecownership of no more than 9.8% in value onimber of shares, whichever is more restrictivehef
outstanding shares of our capital stock and no rtane 9.8% in value or in number of shares, whiehéymore restrictive, of the outstanding shafesuo
common stock. In addition, the Series A PreferrextiSarticles supplementary will provide that gextigrno person may own, or be deemed to own byeidi
the attribution provisions of the Code, either mitr@n 9.8% in value or in number of shares, whiehévmore restrictive, of our outstanding SerieBrAferre:
Stock. Our board of directors, in its sole disenetimay exempt a proposed transferee from the @hielimits. However, our board of directors may gant
an exemption from the ownership limits to any psgabtransferee whose ownership, direct or indicdapore than 9.8% of the value or number of our
outstanding shares of our common stock or our Sé&iBreferred Stock could jeopardize our status REIT. The ownership limits contained in our chart
and the restrictions on ownership of our commonkstoay delay or prevent a transaction or a chafgerdrol that might be in the best interest of our
shareholders. See "Description of Stock—Restristiam Ownership and Transfer.”

Our board of directors may create and issuelass or series of preferred stock without shao&ler approval. Subject to the rights of holders of
Series A Preferred Stock to approve the classifinair issuance of any class or series of stockingnsenior to the Series A Preferred Stock, oardof
directors is empowered under our charter to amendlrarter to increase or decrease the aggregatbenwof shares of our common stock or the number of
shares of stock of any class or series that we &atlerity to issue, to designate and issue frome tio time one or more classes or series of pefestock and
to classify or reclassify any unissued shares otommon stock or preferred stock without sharedotgbproval. Subject to the rights of holders aiezeA
Preferred Stock discussed above, our board oftdiemay determine the relative rights, preferermrekprivileges of any class
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or series of preferred stock issued. The issuahpeeferred stock could also have the effect oaglielg or preventing a change of control transadiiat might
otherwise be in the best interests of our sharensld

Certain provisions in the partnership agmaent for our operating partnership may delay or pent unsolicited acquisitions of us. Provisions in the
partnership agreement for our operating partnenstsip delay or make more difficult unsolicited asitibns of us or changes in our control. These igions
could discourage third parties from making prope&alolving an unsolicited acquisition of us or nga of our control, although some shareholders migh
consider such proposals, if made, desirable. Thesasions include, among others:

. redemption rights of qualifying parties;

. transfer restrictions on our common units;

the ability of the general partner in some casesniend the partnership agreement without the conéehe limited partners; and

. the right of the limited partners to consent tosfars of the general partnership interest and enengnder specified circumstances.

Any potential change of control transactivay be further limited as a result of provisiofshe partnership unit designation for the LTIPtanihich
require us to preserve the rights of LTIP unit leotdand may restrict us from amending the partiegireement for our operating partnership in ameathat
would have an adverse effect on the rights of LIWR holders.

Certain provisions of Maryland law could libit changes in control. Certain provisions of the MGCL may have thexeffof inhibiting a third party
from making a proposal to acquire us or impedimp@nge of control under circumstances that mighiltee best interest of our shareholders, incigdin

. "business combination" provisions that, subjedinmtations, prohibit certain business combinatite$ween us and an "interested
shareholder" (defined generally as any person vemeficially owns 10% or more of the voting poweioof shares or an affiliate thereof) for
five years after the most recent date on whictstiseholder becomes an interested shareholdetharghfter impose special appraisal rights
and special shareholder voting requirements orethembinations; and

. "control share" provisions that provide that "cohshares” of our company (defined as shares whiblen aggregated with other shares
controlled by the shareholder, entitle the shadralo exercise one of three increasing rangestifiy power in electing directors) acquired in a
"control share acquisition" (defined as the diracindirect acquisition of ownership or control“abntrol shares") have no voting rights excej
the extent approved by our shareholders by thenafive vote of at least twihvirds of all the votes entitled to be cast onrtiadter, excluding a
interested shares.

We have elected to opt out of these prousiof the MGCL, in the case of the business coatiin provisions of the MGCL, by resolution of dagard of
directors, and in the case of the control shargigpians of the MGCL, pursuant to a provision in bytaws. Only upon the approval of our shareholdeus
board of directors may by resolution elect to réplea foregoing opt-outs from the business comloangprovisions of the MGCL and we may, only upoa th
approval of our shareholders, by amendment to plams, opt in to the control share provisions & MGCL in the future.
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Additionally, Title 8, Subtitle 3 of the M@., permits our board of directors, without shatdboapproval and regardless of what is currenthvigled in
our charter or our bylaws, to implement takeovdedses, some of which (for example, a classifiearthowe do not currently have. These provisions heae
the effect of inhibiting a third party from makimg acquisition proposal for our company or of dielgydeferring or preventing a change in controbof
company under circumstances that might be in tBeibgerest of our shareholders.

Our charter, bylaws, the partnership ages@rfor our operating partnership and Maryland &so contain other provisions that may delay, defer
prevent a transaction or a change of control thightibe in the best interest of our shareholdezs.'€ertain Provisions of Maryland Law and of Otwa@er
and Bylaws—Our Board of Directors," "—Business Camakions," "—Control Share Acquisitions," "—Maryldtnsolicited Takeovers Act," "—Advance
Notice of Director Nominations and New Businesst &80ur Operating Partnership and the Partnershigément.'

Under their employment agreements, our executivicefrs have the right to terminate their employmeantd, under certain conditions, receive severance,
which may adversely affect us.

We entered into employment agreements Mihlsrs. Butcher, Sullivan, Mecke and King and Msiokhe. These employment agreements provide that
each executive may terminate his or her employmedt under certain conditions, receive severansedan two or three times (depending on the offiter
annual total of salary and bonus and immediaténgesf all outstanding equity-based awards. Indage of certain terminations, they would not béricted
from competing with us after their departure. Segetutive Compensation—Employment Agreements"daher details about the terms of these employment
agreements.

Compensation awards to our management may not bd tb or correspond with our improved financial ng$s or the share price of our common stock,
which may adversely affect us.

The compensation committee of our boardirgctors is responsible for overseeing our comaigms and employee benefit plans and practicefyding
our executive compensation plans and our incetivepensation and equity-based compensation planscdnpensation committee has significant discretio
in structuring compensation packages and may makgensation decisions based on any number of faddsra result, compensation awards may not be tied
to or correspond with improved financial result®at company or the share price of our common stock

If we fail to maintain an effective system of integged internal controls, we may not be able to acately report our financial results

We are required to report our operations @onsolidated basis under GAAP and, in some cases property by property basis. We are in theess of
implementing an internal audit function and havedified our companywide systems and procedures in a number of areasaole us to enhance our repor
on a consolidated basis under GAAP. If we fail @imtain proper overall business controls, includisgequired to integrate our predecessor enttids
support our growth, our results of operations cdudcharmed or we could fail to meet our reportibtigations.
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Our board of directors can take many actions withtahareholder approval.

Our board of directors has overall autlyaidtoversee our operations and determine our ncajgorate policies. This authority includes sigmint
flexibility. For example, our board of directorsncdo the following:

. amend or revise at any time and from time to timeiovestment, financing, borrowing and dividendigies and our policies with respect to all
other activities, including growth, debt, capitalibn and operations;

. amend our policies with respect to conflicts oénetst provided that such changes are consistemiapijilicable legal requirements;

. within the limits provided in our charter, preveéné ownership, transfer and/or accumulation ofeshar order to protect our status as a REIT or
for any other reason deemed to be in the besestieof us and our shareholders;

. issue additional shares without obtaining sharedradgproval, which could dilute the ownership of then-current shareholders;

. amend our charter to increase or decrease thegsggreumber of shares of stock or the number akshaf stock of any class or series, without
obtaining shareholder approval;

. subject to the rights of holders of our Series Aféred Stock, classify or reclassify any unisssteares of our common stock or preferred stock,
set the preferences, rights and other terms of slasisified or reclassified shares, without obtegrshareholder approval;

. employ and compensate affiliates;

. direct our resources toward investments that dahiobately appreciate over time;

. change creditworthiness standards with respedtiitd-party tenants; and

. determine that it is no longer in our best integéstattempt to qualify, or to continue to qualiég, a REIT.

Any of these actions could increase ourafigg expenses, impact our ability to make distiins or reduce the value of our assets withotihgiyou, as
a shareholder, the right to vote.

Our rights and the rights of our shareholders toke action against our directors and officers arenlited.

Maryland law provides that a director diicgr has no liability in that capacity if he oresherforms his or her duties in good faith, in ainex he or she
reasonably believes to be in our best interestsaditidthe care that an ordinarily prudent persoa like position would use under similar circumsgs In
addition, our charter eliminates our directors' afftters’ liability to us and our shareholders fiooney damages except for liability resulting frantual receir
of an improper benefit or profit in money, propeotyservices or active and deliberate dishonesgbéshed by a final judgment and which is matetaahe
cause of action. Our bylaws require us to indemaify directors and officers to the maximum extesritted by Maryland law for liability actually incred in
connection with any proceeding to which they maynaele, or threatened to be made, a party, excépétextent that the act or omission of the dinecto
officer was material to the matter giving rise e proceeding and was either committed in bad faitlias the result of active and deliberate disktynghe
director or officer actually received an impropergonal benefit in money, property or servicesirothe case of any criminal proceeding, the doeot officer
had reasonable cause to believe that the act as@mniwas unlawful. As a result, we and our shddsie may have more
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limited rights against our directors and officdrart might otherwise exist under common law. In @aldi we may be obligated to fund the defense costs
incurred by our directors and officers.

General Real Estate Risks
Our performance and value are subject to generabeomic conditions and risks associated with our festate assets.

The investment returns available from gguivestments in real estate depend on the amdunt@me earned and capital appreciation genetatdtie
properties, as well as the expenses incurred inaxtion with the properties. If our properties ad generate income sufficient to meet operatingeesps,
including debt service and capital expendituresntbur ability to pay distributions to our sharetesk could be adversely affected. In addition,elsee
significant expenditures associated with an invesitnin real estate (such as mortgage paymentseseske taxes and maintenance costs) that gendcatipt
decline when circumstances reduce the income frenptoperty. Income from and the value of our priige may be adversely affected by:

. changes in general or local economic climate;

. the attractiveness of our properties to potengiahts;

. changes in supply of or demand for similar or cotimgeproperties in an area;

. bankruptcies, financial difficulties or lease ddfay our tenants;

. changes in interest rates and availability of perama mortgage funds that may render the sale obepty difficult or unattractive or otherwise

reduce returns to shareholders;
. changes in operating costs and expenses and dity &bcontrol rents;

. changes in or increased costs of compliance witteigonental rules, regulations and fiscal policiesluding changes in tax, real estate,
environmental and zoning laws, and our potentadility thereunder;

. our ability to provide adequate maintenance andrarece;

. changes in the cost or availability of insuranoe|uding coverage for mold or asbestos;

. unanticipated changes in costs associated with kremverse environmental conditions or retainedlitegs for such conditions;
. periods of high interest rates and tight money bupp

. tenant turnover;

. general overbuilding or excess supply in the marded

. disruptions in the global supply chain caused hitipal, regulatory or other factors including terism.

In addition, periods of economic slowdownecession, rising interest rates or declining aednfor real estate, or public perception that afnyrese
events may occur, would result in a general deergagents or an increased occurrence of defanlieiuexisting leases, which would adversely affect
financial condition and results of operations. Fatierrorist attacks may result in declining ecomoattivity, which could reduce the demand for, #melvalue
of, our properties. To the extent that future &saimpact our tenants, their businesses similaylycbe adversely affected, including their abitilycontinue tc
honor their existing leases.
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For these and other reasons, we cannoteagsu that we will be profitable or that we widlalize growth in the value of our real estate pridpe
Actions by our competitors may decrease or preveoteases in the occupancy and rental rates of quoperties.

We compete with other owners, operatorsdevlopers of real estate, some of which own ptsesimilar to ours in the same markets and sukats
in which our properties are located. If our comipes offer space at rental rates below current ptaidtes or below the rental rates we currentlygdaur
tenants, we may lose potential tenants, and welragyressured to reduce our rental rates below thiesairrently charge in order to retain tenantsmwer
tenants' leases expire. As a result, our finardadition, cash flows, cash available for distribnt including distributions on our Series A Preéer Stock,
trading price of our common stock and Series Adtretl Stock and ability to satisfy our debt serdgbéigations could be materially adversely affected

A significant portion of our properties have least#sat expire in the next three years and we mayupable to renew leases, lease vacant space -lease
space as leases expire, which could adversely affac results of operations, cash flows, cash aaaile for distribution, including distributions on or
Series A Preferred Stock, and the value of our coomrstock and Series A Preferred Stot

Our results of operations, cash flows, @sdilable for distribution, including distributisron our Series A Preferred Stock, and the valmiptommon
stock and Series A Preferred Stock would be adiyeadtected if we are unable to lease, on econoltyi¢avorable terms, a significant amount of spaceur
operating properties. As of June 30, 2011, leaseésrespect to 42.4% of our total annualized reffitexpire on or before December 31, 2014. We canno
assure you expiring leases will be renewed ordbaproperties will be re-leased at base rentakratiual to or above the current average basd ratga. In
addition, the number of vacant or partially vadadustrial properties in a market or submarket dadversely affect our ability to re-lease the spaic
attractive rental rates.

A property that incurs a vacancy could be difficuth sell or re-lease, which could adversely affect our resultsopferations, cash flows, cash available for
distribution, including distributions on our Serieé Preferred Stock, and the value of our commoncak@nd Series A Preferred Stock.

A property may incur a vacancy either by tontinued default of a tenant under its leagb@expiration of one of our leases. In additiertan of the
properties we acquire may have some level of vgcanthe time of closing. Certain of our propertieay be specifically suited to the particular neefda
tenant. We may have difficulty obtaining a new tarfar any vacant space we have in our propetti¢se vacancy continues for a long period of tinve, may
suffer reduced revenue resulting in less cashablailto be distributed to shareholders, includiistrithutions on our Series A Preferred Stock. Idifidn, the
resale value of a property could be diminished bseahe market value of a particular property délpend principally upon the value of the leasesuch

property.
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We may not have funding for future tenant improvents, which could adversely affect our results ofesptions, cash flows, cash available for distribo,
including distributions on our Series A Preferred&k, and the value of our common stock and SerePRreferred Stock.

When a tenant at one of our properties doesenew its lease or otherwise vacates its sipagee of our buildings, it is likely that, in adto attract one
or more new tenants, we will be required to expleimds to construct new tenant improvements in tiated space. Except with respect to our currsetves
for capital expenditures, tenant improvements aagdihg commissions, we cannot assure you that Whavie adequate sources of funding available ttous
such purposes in the future.

Bankruptcy laws will limit our remedies if a tenarifecomes bankrupt and rejects the lease and we beaynable to collect balances due on our leas

If a tenant becomes bankrupt or insolvéirat could diminish the income we receive from tieaant's leases. Our tenants may experience doventu
their operating results due to adverse changdwtohusiness or economic conditions, and thosantsrthat are highly leveraged may have a highssipiity
of filing for bankruptcy or insolvency. We may rim able to evict a tenant solely because of itkdoguticy. On the other hand, a bankruptcy court migh
authorize the tenant to terminate its leases wéthfuhat happens, our claim against the bankemént for unpaid future rent would be an unsecpregetitior
claim subject to statutory limitations, and therefeuch amounts received in bankruptcy are likelye substantially less than the remaining renbtherwise
were owed under the leases. In addition, any cleénihave for unpaid past rent could be substantiedly than the amount owed. If the lease for syntoperty
is rejected in bankruptcy, our revenue would beiced and could adversely impact our ability to gagributions to shareholders, including distribag on
our Series A Preferred Stock.

The fact that real estate investments are not agiid as other types of assets may reduce econostigrns to investors.

Real estate investments are not as ligaiokler types of investments, and this lack ofitiqy may limit our ability to react promptly to elhges in
economic or other conditions. In addition, sigréfit expenditures associated with real estate imegs, such as mortgage payments, real estategages
maintenance costs, are generally not reduced wihemtstances cause a reduction in income fromrthesiments. In addition, we intend to comply with t
safe harbor rules relating to the number of prageithat can be disposed of in a year, the taxsbase the costs of improvements made to these piegpend
other items that enable a REIT to avoid punitiveaten on the sale of assets. Thus, our abiliggttime to sell assets or contribute assets tpguty funds or
other entities in which we have an ownership irgeneay be restricted. This lack of liquidity mamit our ability to vary our portfolio promptly iresponse to
changes in economic or other conditions and, asaltr could adversely affect our financial coratitiresults of operations, cash flows and our ttihi pay
distributions on, and the market price of, our canrstock and Series A Preferred Stock.

Acquired properties may be located in new marketgeve we may face risks associated with investingimunfamiliar market.

We have acquired, and may continue to aegproperties in markets that are new to us. Wireacquire properties located in these marketaneseface
risks associated with a lack of market
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knowledge or understanding of the local economagifig new business relationships in the area af@mihiarity with local government and permitting
procedures.

Uninsured losses relating to real property may acsedy affect your returns.

We attempt to ensure that all of our praperare adequately insured to cover casualty $oss@wever, there are certain losses, includingds$rom
floods, earthquakes, acts of war, acts of terroosmiots, that are not generally insured againghat are not generally fully insured against lnsesit is not
deemed economically feasible or prudent to dorsaddition, changes in the cost or availabilitynsfurance could expose us to uninsured casuakg$osn th
event that any of our properties incurs a casuadly that is not fully covered by insurance, thiieaf our assets will be reduced by the amoumingfsuch
uninsured loss, and we could experience a signifiess of capital invested and potential revemuiése properties and could potentially remaiigabéd
under any recourse debt associated with the psopddreover, we, as the indirect general partneswfoperating partnership, generally will be l&bbr all of
our operating partnership's unsatisfied recourdigations, including any obligations incurred byr@perating partnership as the general partnesiof j
ventures. Any such losses could adversely affecfioancial condition, results of operations, célsivs and ability to pay distributions on, and tharket price
of, our common stock and Series A Preferred Stiockddition, we may have no source of funding fmareor reconstruct the damaged property, and weaata
assure you that any such sources of funding wii\@glable to us for such purposes in the future.a¥aluate our insurance coverage annually in 6§ht
current industry practice through an analysis preghédy outside consultants.

Contingent or unknown liabilities could adverselyfact our financial condition.

As part of our formation transactions, welwaned existing liabilities of contributed opergtoompanies and liabilities in connection with cimtted
properties, some of which may be unknown or undfiable at the time this offering is consummatedkbown liabilities might include liabilities for eanup
or remediation of undisclosed environmental condgibeyond the scope of our environmental insuraoeerage, claims of tenants, vendors or otheropers
dealing with the entities prior to our initial pibbffering, tax liabilities, and accrued but urgh&abilities whether incurred in the ordinary ceeirof business «
otherwise. As part of our formation transactiohg, éwners of our predecessor business only madtedimepresentations and warranties to us regattimg
entities, properties and assets that we own thaiveufor a period of one year and agreed to indgmus and our operating partnership for breactesioh
representations subject to specified deductiblescaps, as applicable. Because many liabilitiedyuding tax liabilities, may not be identified withsuch
period, we may have no recourse against any awreers of our predecessor business for theseitiabil

In addition, we may in the future acquiregerties, or may have previously owned propersabject to liabilities and without any recoursewith only
limited recourse, with respect to unknown liabéiiti As a result, if a liability were asserted agaus based on ownership of any of these entitipsaperties,
then we might have to pay substantial sums toesiettivhich could adversely affect our cash flows.

Environmentally hazardous conditions may adversaf§ect our operating results

Under various federal, state and local mmrmental laws, a current or previous owner or atgerof real property may be liable for the costesfioving or
remediating hazardous or toxic substances on swogedy. Such laws often impose liability whethenot the owner or operator knew of, or was resjbas
for, the presence of such hazardous or toxic snbsta Even if more than one person may
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have been responsible for the contamination, eacsop covered by the environmental laws may be fiesidonsible for all of the clean-up costs incurtad
addition, third parties may sue the owner or oerat a site for damages based on personal injatyral resources or property damage or other ,costs
including investigation and clean-up costs, resglfrom the environmental contamination. The preseasf hazardous or toxic substances on one of our
properties, or the failure to properly remediatoataminated property, could give rise to a liefewor of the government for costs it may incuaturess the
contamination, or otherwise adversely affect oulitgtio sell or lease the property or borrow usthg property as collateral. Environmental laws afgy
impose restrictions on the manner in which properay be used or businesses may be operated. Arprauener who violates environmental laws may be
subject to sanctions which may be enforced by gowental agencies or, in certain circumstancesafgiparties. In connection with the acquisition and
ownership of our properties, we may be exposeddab sosts. The cost of defending against environahetaims, of compliance with environmental regofg
requirements or of remediating any contaminategeny could materially adversely affect our busmessets or results of operations and, conseguentl
amounts available for distribution to our shareleodd

Environmental laws in the United State® axjuire that owners or operators of buildingstaiming asbestos properly manage and maintaingbessos,
adequately inform or train those who may come gaistact with asbestos and undertake special piecautncluding removal or other abatement, indtent
that asbestos is disturbed during building renovatir demolition. These laws may impose fines agmhfiies on building owners or operators who fail t
comply with these requirements and may allow thadies to seek recovery from owners or operatorpérsonal injury associated with exposure to stelse
Some of our properties contain asbestos-contatmiiging materials.

We invest in properties historically used ihdustrial, manufacturing and commercial purgo&ome of these properties contain, or may hantaired,
underground storage tanks for the storage of patnolproducts and other hazardous or toxic substaAdieof these operations create a potential ierrelease
of petroleum products or other hazardous or toxistances. Some of our properties are adjacemtrieay other properties that have contained oeatisr
contain underground storage tanks used to storelgem products or other hazardous or toxic sulestarn addition, certain of our properties ar@oare
adjacent to or near other properties upon whickrsthincluding former owners or tenants of our prtips, have engaged, or may in the future engage,
activities that may release petroleum productstloerohazardous or toxic substances.

From time to time, we may acquire propsit@ interests in properties, with known adversdgrenmental conditions where we believe that the
environmental liabilities associated with thesedittons are quantifiable and that the acquisitioh yield a superior risk-adjusted return. In suhinstance,
we underwrite the costs of environmental investigatcleanup and monitoring into the cost. Further, in conioecwith property dispositions, we may agre:
remain responsible for, and to bear the cost afediating or monitoring certain environmental caoiotis on the properties.

Preliminary assessments of environmentadlitons at a property that meet certain specificet are often referred to as "Phase | environnheitea
assessments" or "Phase | environmental assesshiEmy.are intended to discover and evaluate inftion regarding the environmental condition of the
surveyed property and surrounding properties. Phesgironmental assessments generally includasiarfcal review, a public records review, an
investigation of the surveyed site and surroungirgperties, and preparation and issuance of aanrigport, but do not include soil sampling or sufzce
investigations and typically do not include an asbe survey. Approximately, 48.1% of the total adafe square feet of our portfolio have Phase Irenmenta
site assessments
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that are less than 12 months old. Material enviremial conditions, liabilities or compliance concemay arise after the environmental assessmeriideas
completed. Moreover, there can be no assurance that

. future laws, ordinances or regulations will not @sp any material environmental liability; or

. the current environmental condition of our progertivill not be affected by tenants, by the conditddland or operations in the vicinity of our
properties (such as releases from undergroundg&tdeaks), or by third parties unrelated to us.

Compliance or failure to comply with the Americamgth Disabilities Act and other similar regulationsould result in substantial costs.

Under the Americans with Disabilities A¢tl®90, as amended (the "ADA"), places of publicaomodation must meet certain federal requirements
related to access and use by disabled personsoltiance could result in the imposition of fingsthe federal government or the award of damages to
private litigants. If we are required to make umnapated expenditures to comply with the ADA, indilog removing access barriers, then our cash flvasthe
amounts available for distributions to our shardamd may be adversely affected. While we belieag dlr properties are currently in material compi@with
these regulatory requirements, the requirementsahagge or new requirements may be imposed théd cequire significant unanticipated expenditurgub
that will affect our cash flows and results of cuams.

One of our properties is subject to a ground ledkat exposes us to the loss of such property upoeabh or termination of the ground lease and magnit
our ability to sell this property.

We own one of our properties through adbatd interest in the land underlying the buildargl we may acquire additional buildings in the fetthat are
subject to similar ground leases. As lessee undeoand lease, we are exposed to the possibilitysdfiig the property upon expiration, or an eathierach by
us, of the ground lease, which may have an adweffset on our business, financial condition anditesof operations, our ability to make distribuisoto our
shareholders, including distributions on our Sefid2referred Stock, and the trading price of ounown stock and Series A Preferred Stock.

In the future, our ground leases may cortartain provisions that may limit our abilitydell certain of our properties. In addition, in fa&ure, in order
to assign or transfer our rights and obligationdaurcertain of our ground leases, we may be redjtiir@btain the consent of the landlord which uimt could
adversely impact the price realized from any swatb.s

We also own one property that benefits frmpment in lieu of tax ("PILOT") programs and &zifitate such tax treatment our ownership in ghisperty
is structured as a leasehold interest with thevaglemunicipality serving as lessor. With respectuch arrangement, we have the right to purchestee
interest in the property for a nominal purchasegrso the risk factors set forth above for tradii ground leases are mitigated by our abilitgdovert such
leasehold interest to fee interest. In the evesuch a conversion of our ownership interest, h@neany preferential tax treatment offered by tHeCH
program will be lost.

We may be unable to sell a property if or when vezide to do so, including as a result of uncertairarket conditions, which could adversely affect the
return on your investment.

We expect to hold the various real propsrin which we invest until such time as we detlide: a sale or other disposition is appropriategigur
investment objectives. Our ability to dispose of
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properties on advantageous terms depends on fdmgond our control, including competition from ettsellers and the availability of attractive ficarg for
potential buyers of our properties. We cannot mtetthie various market conditions affecting reahtstnvestments which will exist at any particulare in the
future. Due to the uncertainty of market conditiortich may affect the future disposition of our peaties, we cannot assure you that we will be el oul
properties at a profit in the future. Accordingllye extent to which you will receive cash distribos and realize potential appreciation on our esthte
investments will be dependent upon fluctuating ratdonditions.

Furthermore, we may be required to expends to correct defects or to make improvementsrbef property can be sold. We cannot assure yiw
will have funds available to correct such defecttoanake such improvements.

We may acquire properties with "lock-out" provisiawhich may affect our ability to dispose of theoperties.

We may acquire properties through contrdscould restrict our ability to dispose of fireperty for a period of time. These "lock-out" pigions could
affect our ability to turn our investments into lsad could affect cash available for distributibmgou. Lock-out provisions could also impair atnility to
take actions during the loabut period that would otherwise be in the bestregtof our shareholders and, therefore, may haalaerse impact on the value
our common stock and Series A Preferred Stockivel#é the value that would result if the lock-guobvisions did not exist.

If we sell properties and provide financing to purasers, defaults by the purchasers would adverséigct our cash flows

If we decide to sell any of our properties, presently intend to use our best efforts tbteem for cash. However, in some instances we se#lyour
properties by providing financing to purchasersvéf provide financing to purchasers, we will béwr tisk that the purchaser may default, which could
negatively impact our cash distributions to shaledrs and result in litigation and related expenB®en in the absence of a purchaser default,igtetdition
of the proceeds of sales to our shareholders gir teinvestment in other assets, will be delayetil the promissory notes or other property we raegept
upon a sale are actually paid, sold, refinanceatterwise disposed of.

Risks Related to Our Debt Financings
Our operating results and financial condition coulde adversely affected if we are unable to makeuiszg payments on our debt.

Our charter and bylaws do not limit the ammtoor percentage of indebtedness that we may iaciar we are subject to risks normally associatiél adebt
financing, including the risk that our cash flowsl e insufficient to meet required payments ahpipal and interest. There can be no assurantevénavill
be able to refinance any maturing indebtednesssthan refinancing would be on terms as favorablha terms of the maturing indebtedness or thaviiée
able to otherwise obtain funds by selling assetsising equity to make required payments on maguiridebtedness.

In particular, loans obtained to fund pntp@cquisitions will generally be secured by finsbrtgages on such properties. If we are unabieatce our debt
service payments as required, a lender could foseabn the property or properties securing its.detis could cause us to lose part or all of ovegiment,
which in turn could cause the value of our SerieRréferred Stock to decrease and negatively impacability to pay distributions, including disttitions on
our Series A Preferred Stock. Certain of our exgstind future indebtedness is and may be crosateadlized and,
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consequently, a default on this indebtedness azaude us to lose part or all of our investment ittiie properties. See "Policies With Respect &t&in
Activities—Financing Policies."

Increases in interest rates could increase the ambaf our debt payments and adversely affect ouilighto make distributions to our shareholder
including distributions on our Series A Preferred&k.

As of June 30, 2011, we had total outstagdiebt of approximately $255.9 million, and we esgthat we will incur additional indebtednesshia future.
Interest we pay reduces our cash available foriligtons, including distributions on our SeriedPReferred Stock. Since we have incurred and matireento
incur variable rate debt, increases in interesisradise our interest costs, which reduces ourftash and our ability to make distributions to ydiuwe are
unable to refinance our indebtedness at maturitpest our payment obligations, the amount of osiritiutable cash flows and our financial conditeould
be adversely affected, and we may lose the progenyring such indebtedness. In addition, if welnieegepay existing debt during periods of risinterest
rates, we could be required to liquidate one orentdrour investments in properties at times whiely mot permit realization of the maximum returnsoich
investments.

Covenants in our mortgage loans, our credit fagfliand any future debt instruments could limit oulekibility, prevent us from paying distributions,
including distributions on our Series A Preferred&k, and adversely affect our financial conditia our status as a REIT.

The terms of our mortgage loans requireoumply with loan-to-collateral-value ratios, tiekrvice coverage ratios and, in the case of antenf
default, limitations on the ability of our subsidés that are borrowers under our mortgage loansatice distributions to us or our other subsidiafiesddition
our credit facility requires us to comply with legmcollateral-value ratios, debt service covereg®ms, recourse indebtedness thresholds and teng#b worth
thresholds and limits, in the absence of default,ability to pay dividends, including dividends ouar Series A Preferred Stock. For example, onecant
restricts us from paying any dividends or making payments for the repurchase or redemption okquity securities in an amount per year exceedirige
aggregate the greater of (i) 115% (which percentigeeases over time to 95% by March 31, 2013upfunds from operations (as defined in the credit
facility) and (ii) the amount of distributions rdged to be paid for us to qualify as a REIT. Ouisérg loan covenants and credit facility covenants reduce
flexibility in our operations, and breaches of #aesvenants could result in defaults under theunstnts governing the applicable indebtedness éwes have
satisfied our payment obligations. In addition, m@odefault, our credit facility will limit, amongther things, our ability to pay dividends, inclogion our
Series A Preferred Stock, even if we are othermissmpliance with our financial covenants and eiehe dividend is less than the then current negl
percentage of our funds from operations. Otherbtetiness that we may incur in the future may carftaancial or other covenants more restrictiventtieose
in our existing credit facility.

As of June 30, 2011, we had certain seclo@us that are cross-collateralized by multiplepegrties. If we default on any of these loans wg than be
required to repay such indebtedness, togetherapipficable prepayment charges, to avoid foreclosarall crosszollateralized properties within the applice
pool. Moreover, our credit facility contains, andure secured corporate credit facilities may contzertain cross-default provisions which aregéred in the
event that our other material indebtedness is faulie These cross-default provisions may requééourepay or restructure the facility in additiorany
mortgage or other debt that is in default. If otoperties were foreclosed upon, or if we are untblefinance our indebtedness at maturity or roaet
payment obligations, the amount of our distributatdsh flows and our financial condition would deexsely affected.
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We are a holding company and conduct atiiwsfoperations through our operating partnersMe.do not have, apart from our ownership of ouraiiey
partnership, any independent operations. As atreselwill rely on distributions from our operatipgrtnership to pay any dividends we might deatereur
common stock and Series A Preferred Stock. Wealglh rely on distributions from our operating parship to meet our debt service and other obligatio
including our obligations to make distributions u@qd to maintain our REIT status. The ability absidiaries of our operating partnership to make
distributions to the operating partnership, andatidity of our operating partnership to make disttions to us in turn, will depend on their opérgtresults
and on the terms of any loans that encumber theepties owned by them. Such loans may contain lecldrangements, reserve requirements, financial
covenants and other provisions that restrict te&riution of funds. In the event of a default untheese loans, the defaulting subsidiary would tedibited
from distributing cash. For example, our subsiésudre party to mortgage loans that prohibit, énehent of default, their distribution of any casta related
party, including our operating partnership. As suite a default under any of these loans by thedwaer subsidiaries could cause us to have inseffictash to
make distributions on our Series A Preferred Stoak on our common stock required to maintain oufTREatus.

If we enter into financing arrangements involvingalloon payment obligations, it may adversely affectr ability to make distributions, includin
distributions on our Series A Preferred Stock.

Some of our financing arrangements requsréo make a lump-sum or "balloon" payment at niigtu®ur ability to make a balloon payment at mayuis
uncertain and may depend upon our ability to obadiditional financing or our ability to sell thegperty. At the time the balloon payment is due may or
may not be able to refinance the existing finan@ngerms as favorable as the original loan orthellproperty at a price sufficient to make theéduwad
payment. The effect of a refinancing or sale caifdct the rate of return to shareholders and thgpted time of disposition of our assets. In &ddj
payments of principal and interest made to semwigedebts may leave us with insufficient cash tp the distributions, including distributions on dberies A
Preferred Stock, that we are required to pay totaai our qualification as a REIT.

High mortgage rates may make it difficult for us ftnance or refinance properties, which could redeithe number of properties we can acquire and
amount of cash distributions we can make, includidstributions on our Series A Preferred Stock.

If mortgage debt is unavailable at reastedies, we may not be able to finance the puecb@properties. In addition, we run the risk oingeunable to
refinance mortgage debt when the loans come do&lming unable to refinance such debt on favorttas. If interest rates are higher when we reftea
such debt, our income could be reduced. We maybble to refinance such debt at appropriate tinvB&gh may require us to sell properties on ternas &ne
not advantageous to us or could result in the fosece of such properties. If any of these eveotaig our cash flows would be reduced. This, imtwould
reduce cash available for distribution to you araythinder our ability to raise more capital by isgumore stock or by borrowing more money.

Our hedging strategies may not be successful inigaiting our risks associated with interest ratescaoould reduce the overall returns on your investme

We use various derivative financial instants to provide a level of protection against ies¢rate risks, but no hedging strategy can protecompletely
These instruments involve risks, such as the hakthe counterparties may fail to honor their gdiions under these arrangements, that these amemgs
may not be effective in reducing our exposure tergst rate changes and that a court
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could rule that such agreements are not legallgreafible. These instruments may also generate mtoah may not be treated as qualifying REIT incdone
purposes of the 75% or 95% REIT income tests. thtiadi, the nature and timing of hedging transawimay influence the effectiveness of our hedging
strategies. Poorly designed strategies or imprgmcuted transactions could actually increaseiskiand losses. Moreover, hedging strategiesivievo
transaction and other costs. We cannot assurehgdwtir hedging strategy and the derivatives tteatuse will adequately offset the risk of intereger
volatility or that our hedging transactions willtrresult in losses that may reduce the overalknetn your investment.

Risks Related to this Offering
The Series A Preferred Stock has not been rated.

We have not sought to obtain a rating lier $eries A Preferred Stock. No assurance carvba,diowever, that one or more rating agencies tmigh
independently determine to issue such a ratinpairduch a rating, if issued, would not adverségcathe market price of the Series A PreferreatitIn
addition, we may elect in the future to obtain ngof the Series A Preferred Stock, which couddexsely impact the market price of the Series éféred
Stock. Ratings only reflect the views of the rataggency or agencies issuing the ratings and stticiysacould be revised downward or withdrawn ehtieg the
discretion of the issuing rating agency if in ilslgment circumstances so warrant. Any such downvewidion or withdrawal of a rating could have alverse
effect on the market price of the Series A Prefe8tock.

The Series A Preferred Stock is a new issuance withstated maturity date and does not have an dighbd trading market, which may negatively affatd
market value and your ability to transfer or selbyr shares.

The shares of Series A Preferred Stoclkaarew issue of securities with no established tigadiarket. In addition, since the securities havstated
maturity date, investors seeking liquidity will iaited to selling their shares in the secondarykaa We intend to apply to list the Series A Pnefd Stock ol
the NYSE, but there can be no assurance that tHeENVill accept the Series A Preferred Stock fdmis Even if the Series A Preferred Stock is apptbfor
listing by the NYSE, however, an active trading kegron the NYSE for the shares may not developaen if it develops, may not last, in which case th
trading price of the shares could be adverselyctdteand your ability to transfer your shares ofe®eA Preferred Stock will be limited. If an actitrading
market does develop on the NYSE, our Series A RefeéStock may trade at prices lower than theahdffering price. The trading price of our Serfes
Preferred Stock would depend on many factors, dioty

. prevailing interest rates;

. the market for similar securities;

. general economic and financial market conditions;

. our issuance of debt or preferred equity securitied

. our financial condition, results of operations gmdspects.

We have been advised by the underwritexsttiey intend to make a market in the shares nSeudes A Preferred Stock, but they are not obigdo do
so and may discontinue market-making at any tinteouit notice.
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Our Series A Preferred Stock is subordinate to alebt, and your interests could be diluted by theuiance of additional shares of preferred stock, luding
additional shares of Series A Preferred Stock, angdother transactions.

Our Series A Preferred Stock is subordit@at@l of our existing and future debt. Our exigtidebt restricts, and our future debt may incledrictions on
our ability to pay dividends to preferred sharelkaddn the event of a default under the debt féesli Our charter currently authorizes the issuarficg to
10,000,000 shares of preferred stock in one or rlaeses or series. The issuance of additionagpeaf stock on parity with or senior to our SeAeBreferrec
Stock would dilute the interests of the holdersaf Series A Preferred Stock, and any issuanceeféped stock senior to our Series A PreferrediSto of
additional indebtedness could affect our abilitpéy dividends on, redeem or pay the liquidaticefgrence on our Series A Preferred Stock. Other tifa
conversion right afforded to holders of Series AfEmred Stock upon the occurrence of a Change ofrGlcas described under "Description of Series A
Preferred Stock—Conversion Rights" and other tharimited voting rights as described under "Dg#@n of the Series A Preferred Stock—Limited Vgtin
Rights" below, none of the provisions relatinghe Series A Preferred Stock relate to or limitiodiebtedness or afford the holders of the Seri€seferred
Stock protection in the event of a highly leveragedther transaction, including a merger or tHe,daase or conveyance of all or substantiallyatl assets or
business, that might adversely affect the holdéteeSeries A Preferred Stock.

Market interest rates may have an effect on theuabf our Series A Preferred Stoc

One of the factors that will influence thrice of our Series A Preferred Stock will be tiddend yield on the Series A Preferred Stock (perentage of
the price of our Series A Preferred Stock, as apple) relative to market interest rates. An insesia market interest rates, which are currentlpwatievels
relative to historical rates, may lead prospecpivechasers of our Series A Preferred Stock to eéxgbiher dividend yield and higher interest ratesild
likely increase our borrowing costs and potentidiygrease funds available for distribution. Thughér market interest rates could cause the marlies of
our Series A Preferred Stock to decrease.

As a holder of Series A Preferred Stock you havéremely limited voting rights

Your voting rights as a holder of SeriePreferred Stock will be extremely limited. Our conmstock is the only class or series of our st@rkying full
voting rights. Voting rights for holders of Serigdreferred Stock exist primarily with respecthe @bility to elect additional directors in the evthat
dividends for six quarterly dividend periods (whatler not consecutive) payable on our Series AdPredl Stock are in arrears, and with respect tmgain
amendments to our charter that materially and agerffect the rights of the Series A PreferreatBior create additional classes or series of medestock
that are senior to our Series A Preferred Stock."Bescription of Series A Preferred Stock—Limitéoting Rights" below. Other than the limited
circumstances described in this prospectus, hotafe®gries A Preferred Stock will not have votinghts.

The Change of Control conversion feature may noteagiately compensate you and may make it more diffiéor a party to take over our company or
discourage a party from taking over our company.

Upon the occurrence of a Change of Conftrajers of the Series A Preferred Stock will htheeright (unless, prior to the Change of Controh@rsion
Date, we have provided or provide notice of ouctba to redeem the Series A Preferred Stock) ttved some or all of their Series A Preferred Stiot&
shares of our common stock (or equivalent valugtefnative consideration). See
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"Description of Series A Preferred Stock—Convergiights." Upon such a conversion, the holders béllimited to a maximum number of shares of our
common stock equal to the Share Cap multipliecheynumber of shares of Series A Preferred Stockested. If the Common Stock Price is less than&3.1
(which is 30% of the per-share closing sale priceus common stock reported on the NYSE on Oct@3e12011), subject to adjustment, the holders will
receive a maximum of 7.8691 shares of our commaekgter share of Series A Preferred Stock, whick reault in a holder receiving a value that is léss
the liquidation preference of the Series A Prefé®eock. In addition, the change of control conierseature of the Series A Preferred Stock mayehbe
effect of discouraging a third party from makingaaguisition proposal for our company or of delayideferring or preventing certain change of cdntro
transactions of our company under circumstancdssti@eholders may otherwise believe is in thest beerests.

Our ability to pay dividends is limited by the reigements of Maryland law.

Our ability to pay dividends on our SerePreferred Stock is limited by the laws of Marydatunder applicable Maryland law, a Maryland cogimn
generally may not make a distribution if, afterigiy effect to the distribution, the corporation Winot be able to pay its debts as the debts beclhmén the
usual course of business, or the corporation's astets would be less than the sum of its tahllities plus, unless the corporation's charterjoles
otherwise, the amount that would be needed, itthrporation were dissolved at the time of the itistion, to satisfy the preferential rights uposdtilution of
shareholders whose preferential rights are suptritirose receiving the distribution. Accordinglye generally may not make a distribution on outieSeA
Preferred Stock if, after giving effect to the distition, we would not be able to pay our debtthay become due in the usual course of businessrdpotal
assets would be less than the sum of our totdlitiab plus, unless the terms of such class deserovide otherwise, the amount that would beledeo
satisfy the preferential rights upon dissolutiortred holders of shares of any class or serieseféped stock then outstanding, if any, with prefiees senior to
those of our Series A Preferred Stock.

If our common stock is delisted, your ability toatnsfer or sell your shares of the Series A Prefatri@tock may be limited and the market value of
Series A Preferred Stock will be materially advdysaffected.

Other than in connection with certain creon§control transactions, the Series A PrefertediSdoes not contain provisions that protect Yaur
common stock is delisted. Since the Series A PrdeBtock has no stated maturity date, you mayptzed to hold your shares of the Series A Prefestedk
and receive stated dividends on the stock wheandsf authorized by our board of directors andated by us with no assurance as to ever recethieg
liquidation preference. In addition, if our commstock is delisted, it is likely that the Series referred Stock will be delisted as well. Accordingf our
common stock is delisted, your ability to trangfesell your shares of the Series A Preferred Stoay be limited and the market value of the Sekies
Preferred Stock will be materially adversely aféstt

U.S. Federal Income Tax Risks
Failure to qualify as a REIT would reduce our netenings available for investment or distribution.

Our qualification as a REIT will depend apaur ability to meet requirements regarding ograoization and ownership, distributions of our mep the
nature and diversification of our income and asaetsother tests imposed by the Code. If we fagualify as a REIT for any taxable year after eferREIT
status, we will be subject to U.S. federal incomedn our taxable income at corporate rates. litiaddwe would generally be disqualified from toeent as
REIT for the four
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taxable years following the year of losing our REt@itus. Losing our REIT status would reduce otieaenings available for investment or distribution
shareholders because of the additional tax ligbilit addition, dividends to shareholders wouldarger qualify for the dividendpaid deduction and we wot
no longer be required to make distributions. I§thccurs, we might be required to borrow fundsquidlate some investments in order to pay the agblé tax
For a discussion of the REIT qualification testd ather considerations relating to our electiobedaxed as REIT, see "U.S. Federal Income Tax
Considerations."

Our shareholders may have current tax liability atistributions they elect to reinvest in our commstock.

In the future, we may institute a divideeéhvestment plan, which would allow our sharehdde acquire additional shares of common stock by
automatically reinvesting their cash dividendouf shareholders participate in a dividend reinmestt plan, they will be deemed to have received,fan
income tax purposes will be taxed on, the amountested in shares of our common stock to the éxtenamount reinvested was not a tax-free retfirn o
capital. In addition, our shareholders will be tegbfor tax purposes as having received an adaditidistribution to the extent the shares are petiat a
discount to fair market value. As a result, unkeshareholder is a tax-exempt entity, it may havwese funds from other sources to pay its taxlitglon the
value of the shares of common stock received.

Even if we qualify as a REIT for U.S. federal incagrtax purposes, we may be subject to other taxiliigds that reduce our cash flow and our ability!
make distributions to our shareholders.

Even if we qualify as a REIT for U.S. fealedncome tax purposes, we may be subject to sorfSefelderal, state and local taxes on our inconpraperty.
For example:

. In order to qualify as a REIT, we must distributmaally at least 90% of our REIT taxable incomeuto shareholders (which is determined
without regard to the dividends-paid deduction eftrgapital gain). To the extent that we satisfydistribution requirement but distribute less
than 100% of our REIT taxable income, we will bbjsct to U.S. federal corporate income tax on theistributed income.

. We will be subject to a 4% nondeductible excisedasthe amount, if any, by which distributions way/in any calendar year are less than the
sum of 85% of our ordinary income, 95% of our calpiiain net income and 100% of our undistributeme from prior years.

. If we have net income from the sale of forecloqumaperty that we hold primarily for sale to custasim the ordinary course of business or ¢
non-qualifying income from foreclosure property, mest pay a tax on that income at the highest catpancome tax rate.

. If we sell an asset, other than foreclosure prgpénat we hold primarily for sale to customerstie ordinary course of business, our gain would
be subject to the 100% "prohibited transaction"uabess such sale were made by our taxable REISidiaby (“TRS") or if we qualify for a safe
harbor from tax.

We intend to make distributions to our shatders to comply with the REIT requirements & €ode.
REIT distribution requirements could adversely affeour ability to execute our business pla

From time to time, we may generate taxaieme greater than our income for financial repgrpurposes, or our taxable income may be gréiader our
cash flow available for distribution
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to shareholders (for example, where a borrowerrdéfe payment of interest in cash pursuant tonéractual right or otherwise). If we do not haveestfunds
available in these situations we could be requiodabrrow funds, sell investments at disadvantaggwices or find another alternative source of futtdmake
distributions sufficient to enable us to pay oubgh of our taxable income to satisfy the REITribstion requirement and to avoid corporate incaeneand
the 4% excise tax in a particular year. Theseradtdres could increase our costs or reduce theex@lour equity. Thus, compliance with the REIT
requirements may hinder our ability to operatelgae the basis of maximizing profits.

To maintain our REIT status, we may be forced tadgo otherwise attractive opportunities, which maglay or hinder our ability to meet our investment
objectives and reduce our shareholders' overalluet.

To qualify as a REIT, we must satisfy certasts on an ongoing basis concerning, among ttiregs, the sources of our income, nature ofassets and
the amounts we distribute to our shareholders. &g Ine required to make distributions to sharehsldétimes when it would be more advantageous to
reinvest cash in our business or when we do na hands readily available for distribution. Complia with the REIT requirements may hinder our gbit
operate solely on the basis of maximizing profitd ¢he value of our shareholders' investment.

Recharacterization of sa-leaseback transactions may cause us to lose oufTR&atus.

We expect to purchase real properties easkl them back to the sellers of such propertiéd#eWre will use commercially reasonable effortstaicture
any such sale-leaseback transaction such thagdise Wwill be characterized as a "true lease" foptaposes, thereby allowing us to be treated @swmer of
the property for U.S. federal income tax purposgscannot assure you that the Internal RevenuacggftRS") will not challenge such characterizatiin the
event that any such sale-leaseback transactidralienged and recharacterized as a financing tetingeor loan for U.S. federal income tax purposes,
deductions for depreciation and cost recoveryirgab such property would be disallowed. If a deleseback transaction were so recharacterizethiglet
fail to satisfy the REIT qualification "asset tésts "income tests" and, consequently, lose ourTRiEatus effective with the year of recharacterirat
Alternatively, the amount of our REIT taxable ina@oould be recalculated which might also cause @ailtto meet the distribution requirement foraaable
year.

The "taxable mortgage pool" rules may increase thexes that we or our shareholders incur and may iirthe manner in which we conduct securitizations.

We may be deemed to be, or make investniemtstities that own or are themselves deemee toaxable mortgage pools. Similarly, certain af ou
securitizations or other borrowings could be coasd to result in the creation of a taxable morégagol for U.S. federal income tax purposes. AE4IR
provided that we own 100% of the equity interesta taxable mortgage pool, we generally would moativersely affected by the characterization of the
securitization as a taxable mortgage pool. Cedaiagories of shareholders, however, such as fostigreholders eligible for treaty or other besgfit
shareholders with net operating losses, and cedaiexempt shareholders that are subject to uecklausiness income tax, could be subject to isecttaxes
on a portion of their dividend income from us tisaattributable to the taxable mortgage pool. Iditai, to the extent that our stock is owned by¢aempt
"disqualified organizations," such as certain gowegnt-related entities that are not subject tataxnrelated business income, we will incur a caamlevel
tax on a portion of our income from the taxable tg@age pool. In that case, we are authorized toceednd intend to reduce the amount of our distiobstto
any disqualified organization whose stock ownergfgipe rise to the tax by the amount of such tad pgius that is attributable to such

a7




Table of Contents

RISK FACTORS

shareholder's ownership. Moreover, we would belpded from selling equity interests in these sd@ations to outside investors, or selling any dadaturitie:
issued in connection with these securitizations itight be considered to be equity interests f@.@ederal income tax purposes. These limitatioag m
prevent us from using certain techniques to maériar returns from securitization transactions.

We may be subject to adverse legislative or reguiatax changes affecting REITs that could have agative effect on us.

The rules dealing with federal income taatre constantly under review by persons involvetthe legislative process and by the IRS andt&
Department of the Treasury. Changes to the tax, latitis or without retroactive application, couldvadsely affect our shareholders or us. We canrestipr
how changes in the tax laws might affect our shaldehrs or us. New legislation, Treasury Regulati@ninistrative interpretations or court decisioosld
significantly and negatively affect our ability gmalify as a REIT or the federal income tax conseges of such qualification.

ERISA Risks

If you fail to meet the fiduciary and other standds under ERISA or the Code as a result of an invesht in our Series A Preferred Stock, you could
subject to criminal and civil penalties.

Fiduciaries of employee benefit plans scifdje the Employee Retirement Income Security Ad3y4, as amended ("ERISA") should take into antou
their fiduciary responsibilities in connection waldecision to invest in our Series A PreferrecciSttf such fiduciaries breach their responsitahtiincluding
(among other things) the responsibility to act entty, to diversify the plan's assets, and to felfdan documents and investment policies, they breakield
liable for plan losses and may be subject to @vitriminal penalties and excise taxes. Similarsegruences may result if a plan's investment ireshafrour
stock constitutes a so-called "prohibited transatunder ERISA. Plans or arrangements that arsutgect to ERISA, such as individual retiremertoamts,
may be subject to Section 4975 of the Code, whictiains similar prohibited transaction rules.

Although it is intended that our underlyiassets and our operating partnership's underggsgts will not constitute "plan assets" of ERI$#np within
the meaning of Department of Labor regulations &action 3(42) of ERISA, there can be no assuramti@s regard. If our assets or our operating [eastmp's
assets constitute plan assets under ERISA, cergaisactions in which we might normally engage daanstitute prohibited transactions under ERISgher
Code. If our assets or our operating partnershigsets are plan assets, our managers may be fidaciader ERISA.

Governmental employee benefit plans anthtechurch plans are exempt from ERISA, but thaas may be subject to federal, state or locas lénat
are similar to the ERISA laws and regulations dised above.
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This prospectus contains "forward-lookitatements" within the meaning of the safe harbmmfcivil liability provided for such statements the Private
Securities Litigation Reform Act of 1995 (set foithSection 27A of the Securities Act of 1933, ageaded (the "Securities Act") and Section 21E ef th
Exchange Act). You can identify forward-lookingtstaents by the use of words such as "anticipatbs|ieves," "estimates," "expects," "intends," "nfay
"plans," "projects," "seeks," "should," "will," andriations of such words or similar expressionst forwardiooking statements reflect our current views al
our plans, intentions, expectations, strategiespaasipects, which are based on the informatioreatiyr available to us and on assumptions we hawema
Although we believe that our plans, intentions,eptptions, strategies and prospects as reflectedsnggested by our forward-looking statements are
reasonable, we can give no assurance that our, pte@stions, expectations, strategies or prospeititde attained or achieved and you should natelundue
reliance on these forward-looking statements. Feunttore, actual results may differ materially frdmge described in the forward-looking statementsraay
be affected by a variety of risks and factors idig, without limitation:

. the factors included in this prospectus, includimgse set forth under the headings "Prospectus SuyihiRisk Factors,” "Management's
Discussion and Analysis of Financial Condition &webults of Operations" and "Business;"

. the competitive environment in which we operate;

. real estate risks, including fluctuations in restb¢e values and the general economic climatecal lmarkets and competition for tenants in such
markets;

. decreased rental rates or increasing vacancy rates;

. potential defaults on or non-renewal of leasesbpnts;

. potential bankruptcy or insolvency of tenants;

. acquisition risks, including failure of such acqtiiss to perform in accordance with projections;

. the timing of acquisitions and dispositions;

. potential natural disasters such as hurricanes;

. national, international, regional and local econoounditions;

. the general level of interest rates;

. potential changes in the law or governmental réguria that affect us and interpretations of th@sesland regulations, including changes in real

estate and zoning or REIT tax laws, and potentizidases in real property tax rates;

. financing risks, including the risks that our céishws from operations may be insufficient to mesguired payments of principal and interest
we may be unable to refinance our existing debhupaturity or obtain new financing on attractivate or at all;

. lack of or insufficient amounts of insurance;
. our ability to qualify and maintain our qualificati as a REIT;
. litigation, including costs associated with progemor defending claims and any adverse outcowas;
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. possible environmental liabilities, including cqodtaes or penalties that may be incurred due tegsary remediation of contamination of
properties presently owned or previously owned fy u

Any forward-looking statement speaks only as ofdhte on which it is made. New risks and uncerigsrarise over time, and it is not possible fotaipredict
those events or how they may affect us. Excepéasired by law, we are not obligated to, and doimend to, update or revise any forward-looking
statements, whether as a result of new informafidgnre events or otherwise.
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We estimate that the net proceeds we wdiéive from the sale of shares of our Series APl Stock in this offering will be approximately
$57.4 million (or approximately $66.1 million iféhunderwriters' overallotment option is exerciseélil), after deducting underwriting discounts and
commissions of approximately $1.9 million and estieadl offering expenses of approximately $0.7 nrili@yable by us. We will contribute the net proseed
we receive from this offering to our operating parship in exchange for Series A Preferred Unitsunoperating partnership that will have rightsas
distributions and upon liquidation, dissolutionvainding up that are substantially similar to tha$¢he Series A Preferred Stock.

Our operating partnership intends to useniit proceeds to fund future acquisitions, repdglitedness under our credit facility and for galheorking
capital purposes, including funding capital expaneéis, tenant improvements and leasing commissimsf October 25, 2011, borrowings under our dredi
facility bore interest at LIBOR plus 2.25% and teth$23.5 million. The proceeds from the borrowingsler our credit facility were used for acquisitio
financings and other corporate purposes. Our cfadiity matures on April 20, 2014, with an optitmextend the maturity date for one additionalryea

Pending application of cash proceeds, wenuhto invest the net proceeds temporarily inr@gebearing, short-term investment-grade secsyitr®ney-
market accounts or checking accounts, which arsistamt with our intention to qualify for taxatias a REIT. Such investments may include, for exampl
government and government agency certificatesificates of deposit, interestearing bank deposits and mortgage loan participatiThese initial investmel
are expected to provide a lower net return thamvilleseek to achieve from investments in our proiesr

Affiliates of Merrill Lynch, Pierce, Fenn&r Smith Incorporated, UBS Securities LLC and RB@&p@al Markets, LLC are lenders under our $100iarill
credit facility. To the extent that we use a porta the net proceeds of this offering to repayr@eings outstanding under our credit facility, sadfiliates of
these underwriters will receive their proportionsibares of any amount of our credit facility ttetepaid with the net proceeds of this offering.
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Our common stock has been listed on the BI¥iBce April 15, 2011 and is traded under the sftBTAG." The following table sets forth, for tiperiod:s
indicated, the high and low sale prices in doltamghe NYSE for our common stock and the distriimgiwe declared on our common stock with respettteto
periods indicated.

High Low Distributions
Second quarter of 2011( $ 129¢ $ 1052 $ 0.205:
Third quarter of 201 12.81 9.5t 0.2¢€
Fourth quarter of 2011 (through
October 26, 2011 11.2% 9.8C —

1) Information is provided only for the period from L5, 2011 to June 30, 2011, as shares of oumeomstock did not
begin trading publicly until April 15, 201

On October 26, 2011, the closing sale gioceur common stock, as reported on the NYSE, $i4569 and there were 22 holders of record of our
common stock. This figure does not reflect the fieizd ownership of shares held in nominee name.

We intend to continue to declare quartditfributions on our common stock. The actual amama timing of distributions, however, will bethe
discretion of our board of directors and will degerpon our financial condition in addition to thegjuirements of the Code. Upon a default, our cfeditity
will limit, among other things, our ability to pajvidends. In addition, our credit facility limiteven in the absence of default, our ability to gaydends. For
example, one covenant restricts us from payingdivigends or making any payments for the repurcleagedemption of our equity securities in an amae
year exceeding in the aggregate the greater @6 (which percentage decreases over time to 96Bdoch 31, 2013) of our funds from operations (as
defined in the credit facility) and (ii) the amouwftdistributions required to be paid for us to lifyaas a REIT. Other indebtedness that we mayrincthe
future may contain financial or other covenantsemastrictive than those in our existing crediilfgc No assurance can be given as to the amoamtisning
of future distributions.
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CAPITALIZATION
The following table sets forth:
. our unaudited historical capitalization as of J80e2011;
. our unaudited pro forma capitalization as of Jube2®11, to give effect to acquisitions, includprgbable acquisitions, subsequent to June 30,
2011; and
. gur una(;Jdited pro forma capitalization as of Jube2®11, as adjusted to give effect to this offgidmd the use of proceeds as set forth in "U
roceeds.”

This table should be read in conjunctiothWiUse of Proceeds," "Selected Financial Inforomati "Management's Discussion and Analysis of Fien
Condition and Results of Operations" and our histgbunaudited financial statements and the unaddito forma financial information and related sote
appearing elsewhere in this prospectus.

As of June 30, 201:
Pro Forma

Historical Pro Forma as Adjusted(1)(2)
(unaudited)
(dollars in thousands)
Debt $ 255,87( $ 333,31« $ 304,18(
Equity:
Shareholders' equit
Preferred stock, par value $0.01 per share, 10000Ghares
authorized, no shares issued and outstanding @iaibal
and pro forma basis, 2,400,000 shares issued asthonding
on a pro forma, as adjusted, be — — 60,00(
Common stock, par value $0.01 per share; 100,00G;bares
authorized, 15,893,309 shares issued and outsta 15¢ 15¢ 15¢
Additional paic-in capital 177,90¢ 177,90¢ 176,16¢
Accumulated defici (3,909 (3,909) (3,909)
Total shareholders' equi 174,16: 174,16: 232,42¢
Non-controlling interest in our operating partners 85,37( 85,37( 84,51¢
Total equity 259,53: 259,53: 316,94:
Total capitalizatior $ 515,40 $ 592,84t $ 621,12:

(1)  Assumes 2,400,000 shares will be sold in this wféefor net proceeds of approximately $57.4 milladfter deducting the underwriting
discounts and estimated offering expenses payatls lof approximately $2.6 million. See "Use of ¢&eds."

2) Does not include underwriters' option to purchgs¢ou360,000 additional shares of preferred st
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The following table sets forth selectedifinial and operating data on (1) a pro forma Hasisur company and (2) an historical basis for mmpany an
STAG Predecessor Group. On a pro forma basis, Wewn 102 properties. Included in the 102 propextare two properties under contract, which we
consider to be probable; however, we can make surasce that we will acquire these propertiesfaveido, what the terms or timing will be.

You should read the following selected ficial and operating data in conjunction with "Maeagent's Discussion and Analysis of Financial Caolianc
Results of Operation," our unaudited pro forma otidated financial statements and related noteshistorical consolidated financial statementshef t
Company, the historical combined financial statet®i@nd related notes of STAG Predecessor Grouphisharical combined statements of revenue andicert
expenses and related notes of STAG Contributiorufgrand the historical combined statements of neeemd certain expenses and related notes of thwus
properties listed in the Index to the Financiat&teents.

The unaudited pro forma condensed congelitlhalance sheet data is presented as if thesitiops, including two probable acquisitions, sufusent to
June 30, 2011 had occurred on June 30, 2011, andhthudited pro forma statements of operationo#met data for the six months ended June 30, 206d1 a
the year ended December 31, 2010, are presentethaformation transactions, initial public offeg and acquisitions, including two probable acijaiss,
subsequent to April 19, 2011 had occurred on Jgnlig2010. The pro forma financial information m mecessarily indicative of what our actual finahc
condition would have been as of June 30, 2011 atwbr actual results of operations would have l@esnming these events had occurred on June 30,0201
January 1, 2010, respectively, nor does it purmorepresent our future financial position or résof operations.

The selected historical consolidated badasteet information as of June 30, 2011, and STA@deessor Group's historical combined statement of
operations data for the periods from January 1120JApril 19, 2011 and the six months ended Juhe&810, and STAG Industrial, Inc.'s historical
consolidated statements of operations data fopéhied from April 20, 2011 to June 30, 2011, hagerbderived from the unaudited financial statemehts
STAG Industrial, Inc. included elsewhere in thisgpectus. The selected historical combined balgineet information as of December 31, 2010 and 28009,
the historical combined statement of operationa fatthe years ended December 31, 2010, 20092@08, have been derived from the combined financial
statements of the STAG Predecessor Group audit&dibgwaterhouseCoopers LLP, independent regisfaiblic accountants, whose report thereon is
included elsewhere in this prospectus. The selddtdrical balance sheet information as of Decamtie 2008 and the historical combined statement of
operations data for the year ended December 3%, B8@e been derived from audited combined finarst&tements of the STAG Predecessor Group, whe
not included in this prospectus. The selected histbcombined balance sheet information as of bessr 31, 2007 and 2006 and the historical combined
statement of operations for the period ended Deeeb, 2006 have been derived from the unauditetbated financial statements of the STAG Predecessor
Group, which are not included in this prospectus.
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The audited historical financial statemesftSTAG Predecessor Group in this prospectustlaemfore the historical financial and operatingada the
table below, exclude the operating results andhfifed condition of the Option Properties, the éagithat own the Option Properties and the manageme
company.

STAG
Industrial, Inc.
Company Pro Forma Historical STAG Predecessor Group Historical
Period
Six Months from Six months Period
Year Ended Period from January 1, Year Ended December 31, Ended
Ended December 31  April 20, to April 19, ended December 31
June 30, to June 30 June 30,
2011 2010 2011 2011 2010 2010 2009 2008 2007(1) 2006
(unaudited) (unaudited) (unaudited) (unaudited)
(unaudited)  (unaudited) (unaudited)
(dollars in thousands)
Statement of
Operations Data:
Revenue
Rental income $ 2887 $ 59,83 $ 9,67C $ 7,021 $ 1257:$ 24,24¢$ 25,65¢$ 27,31¢$  11,16: $ 941
Tenant recoverie 3,54z 7,22 1,07¢ 1,21¢ 2,44% 3,761 4,50¢ 3,951 1,32¢ —
Other 62€ 1,252 267 — — — — — —
Total revenue 33,04: 68,30¢ 11,01( 8,24% 15,01¢ 28,01 30,16¢ 31,27( 12,48¢ 941
Expenses
Property 5,57¢ 10,51¢ 1,672 2,14% 3,31« 6,122 8,40¢ 5,81: 1,437 11
General and
administrative 4,75€ 9,51: 2,06( 497 528 937 1,07¢ 1,117 64€ 29
Property acquisition
costs — — 327 — — — — — —
Depreciation and
amortization 16,88( 32,99: 6,44¢ 2,45¢ 5,32¢ 9,61« 10,257 12,10¢ 4,681 33€
Loss on impairment
of asset: — — — — — — — 3,72¢ — —
Total expense 27,21« 53,01¢ 10,50¢ 5,101 9,16¢ 16,57« 19,74¢ 22,76 6,772 37€
Other income
(expense)
Interest incom 10 16 9 1 2 16 66 14C 162 4
Interest expens (9,829 (19,32¢) (3,18%) (4,136 (6,939 (14,116 (14,329 (15,05¢) (7,867) (61€)
Gain (loss) on
interest rate swag 1,31z (210) 50C 762 (93%) (282) (1,720 (1,279 — —
Formation transactic
costs — — (3,729 —
Total other income
(expense (8,507) (19,520 (6,409 (3,379) (7,867 (14,38) (15,987 (16,199 (7,69¢) (612)
Net loss $ (26798 (423) % (5,899 $ (229% (2,016$ (2,940% (5,560% (7,689% (1,989 % (47)
Net loss per share
attributable to the
Company (0.13) (0.1¢) (0.26) — — — — — — —
Balance Sheet Data
(End of Period):
Rental property,
before
accumulated
depreciatior $ 484,11 $ 426,68t $210,18¢ $210,00¢ $208,94t $ 212,68t $ 31,99¢
Rental property, afte
accumulated
depreciatior 460,39: 402,96! 190,92¢ 195,38! 200,26¢ 210,29: 31,80¢
Total asset 609,45¢ 531,61¢ 211,00 220,11¢ 229,73: 242,13: 35,97¢
Total debi 333,31« 255,87( 207,55( 212,13 216,17t 217,36( 31,871
Total liabilities 349,92 272,08 219,34( 221,637 223,17: 220,54t 32,30t
Owners'/shareholde
equity (deficit) 259,53 259,53: (8,330 (1,521) 6,56( 21,58¢ 3,671
Other Data
(unaudited):
Cash flow provided
by operating
activites $ 1,78¢ $ 2,35¢ $ 4,72¢$ 9,33¢% 8,36t$ 8,431 % 3,48t $ 273
Cash flow used in
investing activitiet (21,799 (581) (1,130 (2,08 (2,040 (411) (203,669 (30,047)
Cash flow (used in)
provided by
financing activitie! 33,04: (3,070 (3,979 (8,451 (6,92) (8,524  204,58: 35,31¢
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In
Company Pro Forma

STAG
dustrial, Inc.
Historical

STAG Predecessor Group Historical

Six Months

Year Ended  Period from

Ended December 31
June 30,
2011 2010

Period

from Six months

January 1,

April 20, to April 19,

to June 30
2011

2011

Year Ended December 31,

ended
June 30,
2010

2010

2009

2008

2007(1)

Period
Ended

2006

December 31

(unaudited)
(unaudited)

Statement of

Operations

Data:
Net

operating

income

(NOI)

(unaudited

(2):
Revenue
Rental

income $ 2887 % 59,83 $
Tenant

recoveries 3,542 7,222
Other

operating

income 62€ 1,252
Property

expense: (5,579%) (10,519)

(unaudited) (unaudited)

(unaudited)

9,67C $
1,07:
267

(1,679

(dollars in thousands)

7,027 $

1,21¢

(2,148

(unaudited)

12,57: $ 24,24¢$ 2565¢$ 27,31¢$

2,44t

(3,319

3,761

(6,129

4,50¢

(8,409

3,951

(5,819

(unaudited)

11,16: $

1,32¢

(1,437)

941

(11

Net operating
income
(NoI $ 27,461 % 57,79: $

9,33¢ $

6,10 $

11,70t $

21,887 $

21,757 $

25,457 $

11,05 $

93C

Net loss $  (2679% (4,239 %
Interest

income (10) (16)
(Gain) loss o

interest rat

swaps (1,319 21C
Formation

transaction

costs — —
Property

acquisition

costs — —
Depreciation

and

amortizatio 16,88( 32,99¢
Interest

expense 9,82¢ 19,32¢
General and

administrat

expense: 4,75¢ 9,51
Loss on

impairment — —

(5899

(©)

(500)

3,72¢

6,44¢

3,18¢

2,06(

229%
)

(762)

2,45¢

4,13¢

2,010

@

93t

5,32¢

6,93¢

52¢

(2,940 $

(16)

282

9,514

14,11¢

937

(5,560 $

(66)

1,72(

10,25

14,32¢

1,07¢

(7,689 $

(140)

1,27¢

12,10¢

15,05¢

1,112

3,72¢

(1.989)%

(169)

4,681

7,861

64¢

(47)

(O]

33¢

61€

29

Net operating
income
(NOI) $  27,46! % 57,79: $

9,33¢ $

6,10( $

11,70t $

21,88" $

21,757 $

25,457 $

11,05 $

93C

EBITDA

(unaudited’

2):
Net loss $ (2,679 % (4,239 %
Interest

expense 9,82¢ 19,32¢
Interest

income (20) (16)
Depreciation

and

amortizatio 16,88( 32,99¢

(5,899 %
3,18¢

9

6,44¢

(229$
4,13¢

(@)

2,45¢

(2,016$
6,93

@

5,32¢

(2,946) $
14,11¢

(16)

9,514

(5,560 $
14,32

(66)

10,257

(7,689 %
15,05¢

(140)

12,10¢

(1,989 %
7,861

(169)

4,681

(47)
61€

4)

33€

EBITDA $ 24,02 % 48,06¢ $

3,72t $

6,36t $

10,24: $

20,66¢ $

18,95¢ $

19,34: $

10,40: $

901

Funds from

operations

(FFO)

(unaudited’

2):
Net loss $ (2,679 % (4,239 %
Depreciation

and

amortizatio 16,88( 32,99¢

(5,899 %

6,44¢

(229$

2,45¢

(2,016$

5,32¢

(2,946) $

9,514

(5,560 $

10,257

(7,689 %

12,10¢

(1,989 %

4,681

(47)

33€

Funds from
operations
(FFO) $  14,20¢ $ 28,75¢ $

2,23( $

3,31( $

6,56¢

4,697 $

4,42t $

2,708 $

Adjusted
funds from
operations
(AFFO)



(unaudited)

2):
FFO $ 14,20¢ $ 28,75¢ $ 547 $ 2,23( $ 331($ 6566% 4691 $ 442 % 2,70t $ 28¢
Impairment

charges — — — — — — — 3,72¢
Straight line

rental

revenue

adjustmen (755) (2,081 (326) (16) (464) (641) (817)  (1,187) (415) (61)
Deferred

financing

cost

amortizatio 28¢ 96¢ 264 31 59 11¢€ 46€ 522 16C 30
Above/below

market

lease

amortizatio 2,18¢ 3,93( 86¢ 2 (14) (34) 284 (563) (23) (15)
(Gain) loss o

interest rat

swaps (1,319 21¢ (500) (762) 93¢ 282 1,72( 1,27¢ — —
Formation

transaction

costs(3) — — 3,72¢ — — — — —
Property

acquisition

costs(4) — — 327 — — —
Amortization

of non-casl

compensat 33z 664 15€ — — — —
Recurring

capital

expenditur¢ (147) (293) — — (231) (279) (164) (118 — —
Lease

renewal

commissiol

and tenant

improveme (78) (15€) (25 (24 (22) (15€) (20) — — —
Adjusted

funds from

operations

(AFFO) $ 1472: % 32,00: $ 5,04C $ 1,457 $ 3,67¢$ 585¢% 6,166 % 8,081$% 2,427 $ 243

1) We have prepared the results of operations foy¢ae ended December 31, 2007 by combining amoont007 obtained by adding the audited operatisglte of each of the Antecedent for the period
of January 1, 2007 to May 31, 2007 and STAG PresneGroup for the period of June 1, 2007 to Deaar3th, 2007 (since the difference in basis betwasecedent and STAG Predecessor Group

were not materially different and the entities waneler common management). Although this combimedgntation does not comply with GAAP, we belidwat it provides a meaningful method of
comparison.
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) See "Management's Discussion and Analysis of Fiah@ondition and Results of Operations" for moegailed explanations of NOI, EBITDA, FFO and AFRMd reconciliations of NOI, EBITDA,
FFO and AFFO to net income computed in accordarite ®AAP.

3) Represents costs incurred related to the initilipwffering and formation transactions which @dson April 20, 2011.

4) Represents direct costs incurred for the acquisitioour properties.
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The following discussion contains forward-lookitgtements that involve risks and uncertainties. @etual results could differ materially from those
anticipated in forward-looking statements for maegsons, including the risks described in "RisktBeg' and elsewhere in this prospectus. You shoedd
the following discussion with "Cautionary Note Retiag Forward-Looking Statements" and the combifieaincial statements and related notes included
elsewhere in this prospectus.

The following discussion and analysis is basedaod, should be read in conjunction with, the unaediiinancial statements and notes thereto as of
June 30, 2011 of STAG Industrial, Inc. and the tadtifinancial statements and notes thereto as eéBer 31, 2010 and 2009 (and for the years e
December 31, 2010, 2009 and 2008) of STAG Predac€ssup. The financial information presented faripds on or prior to April 19, 2011 relate solety
the STAG Predecessor Group. The financial statesrfenthe six months ended June 30, 2011 inclueléiriancial information of STAG Industrial, Inc.dan
our consolidated subsidiaries for the period froprif20, 2011 to June 30, 2011 and STAG PredeceSsoup for the period from January 1, 2011 to A9,
2011. For more information regarding these compangee "Selected Financial Information." All sigzaht intercompany balances and transactions haaer
eliminated in the financial statements.

Overview

We are a self-administered and self-mandgjédervice real estate company focused on tlggia@ion, ownership and management of single-tenan
industrial properties throughout the United Stat@s.were formed in 2010 to continue and grow theglsitenant industrial business conducted by our
predecessor business. Mr. Butcher, the Chairmaniboard of directors and our Chief Executive €ffiand President, together with an affiliate ofNE
real estate development and management compamyedioour predecessor business, which commencee agerations in 2004. Since inception, we have
deployed approximately $1.5 billion of capital, repenting the acquisition of 229 properties totaipproximately 37.7 million rentable square feet52
individual transactions. We completed our initiabfic offering on April 20, 2011.

As of June 30, 2011, we owned 93 propemie€X6 states with approximately 14.2 million rdsieasquare feet, consisting of 46 warehouse/digioh
properties, 26 manufacturing properties and 2XVdféixe properties. As of June 30, 2011, our prtipsrwere 91.0% leased to 74 tenants, with no siteglant
accounting for more than 5.3% of our total annalirent and no single industry accounting for mbas 14.1% of our total annualized rent.

We intend to continue to target the acdgoisiof individual Class B, single-tenant industpeoperties predominantly in secondary marketsughout the
United States with purchase prices ranging frormfibon to $25 million. We believe that, due to @loged market inefficiencies, our focus on theseertes
will allow us to generate returns for our sharekaddthat are attractive in light of the associaisklk, when compared to other real estate porolio

We were formed as a Maryland corporatiodaly 21, 2010 and our operating partnership, dtwkve, through our wholly owned subsidiary, STAG
Industrial GP, LLC, are the sole general partners formed as a Delaware limited partnership on Beee 21, 2009. We are organized and conduct our
operations to qualify as a REIT under the Code,gamkrally are not subject to federal taxes onrmome to the extent we distribute our income to ou
shareholders and maintain our qualification as &fR®/e are structured as an UPREIT and will ownssatially all of our assets and conduct substiygd
of our business through our operating partnergképof June 30, 2011, we owned a 67.1% limited astinip interest in our operating partnership.
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As a result of our initial public offerirand formation transactions, our financial conditzomd results of operations as of and for periodingnafter
April 19, 2011 will differ significantly from, andiill not be comparable with, the historical finaalgbosition and results of operations of STAG Peedsor
Group, which represents only a part of our comp®tgase refer to our unaudited pro forma consdtifihancial statements and related notes included
elsewhere in this prospectus, which present o dgsma basis the condition of our company as ifarquisition of the acquisition properties hadwoed on
June 30, 2011 for the pro forma consolidated bal@heet and on January 1, 2010 for the pro formadtinlated statements of operations. The pro forma
financial information is not necessarily indicatioewhat our actual financial position and resolft®perations would have been as of the date ahfoperiods
indicated, nor does it propose to represent ourdufinancial position or results of operations.

Formation Transactions

Concurrent with our initial public offeriran April 20, 2011, we completed our formation sactions, pursuant to which we acquired, througérges of
contribution transactions, direct or indirect imtgts in the management company and certain ohthesirial properties owned by Fund Il and allfoé t
properties owned by Fund IV and STAG GlI.

As a result of our formation transactioms,acquired our initial property portfolio togettveith the other assets and operations of the manege
company. In consideration for the contributions,igsgied an aggregate of 7,590,000 common unitsamithggregate value of $98.7 million, based orirtitial
public offering price of $13.00 per share, to tbhatcbutors of the management company, Fund IlhdFly and STAG GI. We also repaid with the proceefls
the initial public offering approximately $162.2lhun of debt and assumed approximately $256.4iomlln principal amount of mortgage debt secured by
contributed properties that was not repaid withcpeals of our initial public offering.

Our management determined that common alodit not exist among the entities constituting predecessor business; accordingly, our formation
transactions were accounted for as a business oatidn. Any interests in the entities contributgdHund 111 were presented in the combined financial
statements of STAG Predecessor Group, which insltite entity that is considered our accounting &eguat historical cost. The contribution of aiteérests
other than those directly owned by STAG PredeceSsoup were accounted for under the purchase methadcounting and recorded at the estimated fair
value of acquired assets and assumed liabilitie®sponding to their ownership interests. Thevalues of tangible assets acquired are determineth@s-if-
vacant basis. The as-if-vacant fair value was atled to land, building, tenant improvements andviiiee of in-place leases based on our own market
knowledge and published market data, includingesurrental rates, expected downtime to lease uaniapace, tenant improvement construction cassjric
commissions and recent sales on a per squaredsa for comparable properties in our sub-markétis. estimated fair value of acquiredglace leases are t
costs we would have incurred to lease the propertiye occupancy level of the property at the décquisition. Such estimates include the faiueadf
leasing commissions and legal costs that wouldhberied to lease this property to this occupaneglleAdditionally, we evaluated the time period owéich
such occupancy level would be achieved and inclaaeestimate of the net operating costs (primaeifyf estate taxes, insurance and utilities) incudwing
the lease-up period, which generally ranges fraghteb 15 months. Above-market and below-marketdlate lease values are recorded as an assetitityliab
based on the present value (using an intereswaith reflects the risks associated with the leasegiired) of the difference between the contrdeteunts
to be paid pursuant to the in-place leases
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and our estimate of fair market lease rates foctteesponding in-place leases, measured overi@dpegual to the remaining non-cancelable ternhefléase.
The fair value of the debt assumed was determisedjcurrent market interest rates for comparaelg éinancings.

Since the consummation of our formatiomseections and our initial public offering, our ogiéons have been carried on through our operatmmership
Our formation transactions were designed to:

. consolidate the ownership of the property portfoli@er our operating partnership and its subseBari

. consolidate our acquisition and asset managemsairidrses into a subsidiary of our operating pastripr

. enable us to qualify as a REIT for U.S. federabime tax purposes commencing with the taxable yeding December 31, 2011,
. defer the recognition of taxable gain by certaintowling investors; and

. enable prior investors to obtain liquidity (commamits) for their investments.

As a result, we are now a fully integrateelf-administered and self-managed real estatgpanynwith 27 employees providing substantial indeu
expertise in asset management, property manageleasityg, tenant improvement construction, acqaisst repositioning, redevelopment, legal and faiag.

Factors That May Influence Future Results of Operaibns
Outlook

The lack of speculative development geiheealross the country and specifically in our méskeay improve occupancy levels and rental ratesiin
owned portfolio. In addition, our acquisition adtyvis expected to enhance our overall financiafgrenance. The continuation of low interest ratembined
with the availability of attractively priced propiers should allow us to deploy our capital on araative "spread investing" basis.

Business and Strategy

We are continuing our predecessor busiieasstment strategy of acquiring individual, Cl&ssingle-tenant industrial properties predominaintl
secondary markets throughout the United Statesigirehird-party purchases and structured saledteerds featuring high initial yields and strong emtrcash-
on-cash returns. We believe that the systematiceagtjon of such properties results in a diverdifiertfolio that will produce sustainable returnisiet are
attractive in light of the associated risks. Futisults of operations may be affected, eithertpedy or negatively, by our ability to executedhstrategy.

Rental Revenue

We receive income primarily from rental @aue from our properties. The amount of rentalmaeegenerated by the properties in our portfolioetels
principally on our ability to maintain the occupamates of currently leased space and to leasemtlyravailable space and space available froneleas
terminations. As of September 30, 2011, our progextiere approximately 92.2% leased. The amourdrdgél revenue generated by us also depends on our
ability to maintain or increase
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rental rates at our properties. Future economicndiewas or regional downturns affecting our submtrkieat impair our ability to renew or re-leasecgpand
the ability of our tenants to fulfill their leaseraomitments, as in the case of tenant bankruptcedd adversely affect our ability to maintain octiease rental
rates at our properties.

Certain leases entered into by us con&iarit concessions. Any such rental concessiorecaceinted for on a straight line basis over thm tefrthe
lease.

Scheduled Lease Expirations

Our ability to re-lease space subject foirgxg leases will impact our results of operatiamsl is affected by economic and competitive caorktin our
markets and by the desirability of our individuabperties. As of September 30, 2011, we had apmrabaly 1.3 million rentable square feet of currgntl
available space in our properties and we had rsefescheduled to expire prior to December 31, 201the 661,911 square feet of leases originalhedaled
to expire in 2011, we have renewed 582,731 squeateol 88.0% as of September 30, 2011.

Conditions in Our Markets

The properties in our portfolio are locateanarkets throughout the United States. Posiaiveegative changes in economic or other conditiadgerse
weather conditions and natural disasters in thesx&ets may affect our overall performance.

Rental Expenses

Our rental expenses generally consistibfies, real estate taxes, management fees, insarand site repair and maintenance costs. Fondjarity of
our tenants, our rental expenses are controllegiiig by the triple net provisions in tenant lease our triple net leases, the tenant is resjpbméor all aspects
of and costs related to the property and its omeraturing the lease term, including utilities, éaxinsurance and maintenance costs. However,sgéhalie
modified gross leases and gross leases in our giyopertfolio. The terms of those leases vary andome occasions we may absorb property relategshees
of our tenants. In our modified gross leases, vea@sponsible for some property related expensaésgithe lease term, but the cost of most of thgeeses is
passed through to the tenant for reimbursemend.ttnour gross leases, we are responsible fasakcts of and costs related to the property arapiration
during the lease term. Our overall performance bélimpacted by the extent to which we are abfgags-through rental expenses to our tenants.

General and Administrative Expenses

Since our initial public offering, we haweurred increased general and administrative esggrincluding legal, accounting and other experedated to
corporate governance, public reporting and compéanmith various provisions of the Sarbanes-Oxley#@002. We anticipate that our staffing leveld w
increase from 27 employees to between 28 and 3lbgegs during the next 12 to 24 months and, aswltreur general and administrative expenses will
further increase.

Critical Accounting Policies

Our discussion and analysis of the histdfinancial condition and results of operations$SGAG Industrial, Inc. and STAG Predecessor Graepased
upon their financial statements, which have beepared in accordance with GAAP. The preparaticthede financial statements in conformity
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with GAAP requires management to make estimatesaasdmptions in certain circumstances that affectéported amounts of assets and liabilitieseatitite
of the financial statements and the reported amolrgvenue and expenses in the reporting periotua amounts may differ from these estimates and
assumptions. We have provided a summary of sigmfiaccounting policies in note 2 to the consoéidatnd combined financial statements of STAG
Industrial, Inc. and STAG Predecessor Group inaduelsewhere in this prospectus. We have summabigkxv those accounting policies that require materi
subjective or complex judgments and that have tbstsignificant impact on financial condition amgults of operations. Management evaluates these
estimates on an ongoing basis, based upon infamatirrently available and on various assumptibasit believes are reasonable as of the date héneo
addition, other companies in similar businesses usaydifferent estimation policies and methodolsgiehich may impact the comparability of our or the
STAG Predecessor Group's results of operationdiaancial condition to those of other companies.

The following discussion of critical accaung policies uses "we" and "STAG Industrial, Inmterchangeably. Except where specifically statethe
contrary, the critical accounting policies of STAtlustrial, Inc. are substantially similar to thagehe STAG Predecessor Group.

Basis of Presentation

Our consolidated financial statements idelthe accounts of the company, our operating @estiip and our subsidiaries. The equity interestsheer
limited partners in our operating partnership a&ftected as noncontrolling interest. The combiriedricial statements of STAG Predecessor Groupdedhe
accounts of STAG Predecessor Group and all entitiedhich STAG Predecessor Group had a controllterest. All significant intercompany balances and
transactions have been eliminated in the combinatfentities. The financial statements of the canypare presented on a consolidated basis, fpedtds
presented and include the consolidated historicahtial statements of the transferred collectibreal estate entities and holdings, upon theahgublic
offering. The combined financial information prethfor periods on or prior to April 19, 2011 relablely to the STAG Predecessor Group. The fignci
statements for the quarter ending June 30, 201ddacdhe financial information of the company, operating partnership, our subsidiaries and STAG
Predecessor Group.

Where the "company" is referenced in cornspas of financial results for any date prior ta amcluding April 19, 2011, the financial informati for such
period relates solely to the STAG Predecessor Gnoofwithstanding "company" being the reference.

Estimates

The preparation of financial statementsdnformity with GAAP requires management to makeregtes and assumptions that affect the reportezliata
of assets and liabilities and disclosure of corimtgassets and liabilities at the date of the firerstatements and the reported amounts of revendexpenses
during the reporting period. Actual results couliified from those estimates.

Rental Property and Depreciation

We evaluate the carrying value of all tbhtgyand intangible real estate assets held fofargeossible impairment when an event or changgroumstanc
has occurred that indicates their carrying valug n@ be recoverable. The evaluation includes egtirg and reviewing anticipated future undiscourdash
flows to be derived from the asset and the ultinsate of the asset. If such cash flows are lesstti@asset's carrying value, an impairment chiarge
recognized to the extent by which
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the asset's carrying value exceeds the estimaiteehfae. Estimating future cash flows is highlybgctive and such estimates could differ materittiyn
actual results. For the periods presented, no imnmeait charges were recognized.

For properties considered held for salecaase depreciating the properties and value tepiies at the lower of depreciated cost or falug, less costs
to dispose. If circumstances arise that were pteslyoconsidered unlikely, and, as a result, wedkztinot to sell a property previously classifiedhakl for
sale, we will reclassify such property as held aseld. Such property is measured at the lower ohitying amount (adjusted for any depreciation and
amortization expense that would have been recodrtiad the property been continuously classifiededgd and used) or fair value at the date of thesasgbent
decision not to sell. We classify properties asltiet sale when all criteria within the Financiad@unting Standards Board's (the "FASB") Accounting
Standard Codification ("ASC") 36Rroperty, Plant and Equipme(tASC 360") (formerly known as Statement of Finahdiccounting Standard ("SFAS")
No. 144 Accounting for the Impairment or Disposal of Longdd Asset} are met.

Depreciation expense is computed usingttaght-line method based on the following uséfids:

Buildings 40 years
Building and land improvemen 5- 20 years
Tenant improvement Shorter of useful life or terms of related le.

Expenditures for tenant improvements, lbakkimprovements and leasing commissions areaggtl and amortized or depreciated over the shofte
their useful lives or the terms of each specifask Repairs and maintenance are charged to exyleeseincurred. Expenditures for improvements are
capitalized.

We account for all acquisitions in accommwith ASC 805Business Combinationgformerly known as SFAS No. 141(R)). Upon acdigsi of a
property, we allocate the purchase price of th@@ry based upon the fair value of the assetsiahiiies acquired, which generally consist ofdabuildings,
tenant improvements and intangible assets incluidifdace leases, above market and below markséfeand tenant relationships. We allocate the paech
price to the fair value of the tangible assetsréequired property by valuing the property as\fére vacant. Acquired above and below markeekease
valued based on the present value of the differert@een prevailing market rates and the in-platesrmeasured over a period equal to the remaieingof
the lease for above market leases and the irgtid plus the term of any below market fixed rateeweal options for below market leases that areidensd
bargain renewal options. The above market leaseesare amortized as a reduction of rental income the remaining term of the respective leased tlag
below market lease values are amortized as anaser® rental income over the remaining initialneplus the terms of any below market fixed rateveal
options that are considered bargain renewal optibiize respective leases.

The purchase price is further allocatethiplace lease values and tenant relationshipsdbas@ur evaluation of the specific characteristiteach
tenant's lease and its overall relationship withréspective tenant. The value of in-place leasagibles and tenant relationships, which are ohetlas
components of deferred leasing intangibles, areried over the remaining lease term (and expe@eewal periods of the respective lease for tenant
relationships) as adjustments to depreciation amorézation expense. If a tenant terminates itsdetghe unamortized portion of
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leasing commissions, above and below market letisedn-place lease value and tenant relationsri@smmediately written off.
Tenant Accounts Receivable, Net
We provide an allowance for doubtful acasuagainst the portion of tenant accounts recedvafblich is estimated to be uncollectible.

We accrue rental revenue earned, but naegeivable, in accordance with GAAP. We maintairallowance for estimated losses that may resutt f
those revenues. If a tenant fails to make contehgtayments beyond any allowance, we may recogrddéional bad debt expense in future periods etgual
the amount of unpaid rent and accrued rental rexenu

Goodwill

The excess of the cost of an acquired legsiover the net of the amounts assigned to assgiged (including identified intangible assets)l diabilities
assumed is recorded as goodwill. Goodwill of thepany represents amounts allocated to the assembl&force from the acquired management company.
The company's goodwill has an indeterminate lifé mmot amortized, but is tested for impairmentarannual basis, or more frequently if eventshanges
in circumstances indicate that the asset mighiripaired.

Fair Value of Financial Instruments

Financial instruments include cash and eaghvalents, tenant accounts receivable, inteagéstswaps, accounts payable, other accrued exypande
mortgage notes payable. The fair values of the aadicash equivalents, tenant accounts receivatdeunts payable and other accrued expenses apgtexi
their carrying or contract values because of tlwetdlerm maturity of these instruments.

Derivative Financial Instruments and Hedging Actities

We account for interest rate swaps in ataoce with FASB's ASC 81Berivatives and HedgingWe have not designated the interest rate swapedig
instruments for accounting purposes. Accordinglg,recognize the fair value of the interest ratepsass an asset or liability on the consolidatedrizzd sheet
with the changes in fair value recognized in thesotidated statements of operations.

By using interest rate swaps, we expossediuto market and credit risk. Market risk is tigk of an adverse effect on the value of a finahicistrument
that results from a change in interest rates. €reli is the risk of failure of the counterpartygerform under the terms of the contract. We mirménthe credit
risk in an interest rate swap by entering intogeaions with highlguality counterparties. Our exposure to credit askny point is generally limited to amou
recorded as assets or liabilities on the cons@iibtlance sheets.

Revenue Recognition

Rental revenue is recognized on a strdightbasis over the term of the lease when colbglitais reasonably assured. Differences betwestal revenu
earned and amounts due under the lease are ctargestlited, as applicable, to accrued rental reeeAdditional rents from expense reimbursements fo
insurance, real estate taxes and certain othensgpere recognized in the period in which theedlaxpenses are incurred.
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Early lease termination fees are recorde@mtal income on a straight-line basis from tbgfication date of such termination to the themaéning (not
the original) lease term, if any, or upon colleatibcollection is not assured.

We earn revenues from asset managementwbah are included in our statements of operatiarother income. We recognize revenues from asset
management fees when the related fees are eardet@arealized or realizable.

Certain tenants are obligated to pay diveébeir obligations under their leases for insuwereal estate taxes and certain other expendebese costs,
which have been assumed by the tenants underrthe & their respective leases, are not reflegtdtié company's consolidated financial statemditshe
extent any tenant responsible for these costs uhd@rrespective lease defaults on its leaseisrdeemed probable that it will fail to pay forchucosts, we
would record a liability for such obligation. We dot recognize recovery revenue related to leadeserthe tenant has assumed the cost for read éatas,
insurance, and certain other expenses.

Historical Results of Operations of STAG Industrial Inc. and STAG Predecessor Group
Within the following Historical Results Gfperations, the six months ended June 30, 201istemd the STAG Predecessor Group's operationthéor
period January 1 to April 19, 2011 and the commaapkerations for the period April 20 to June 3@, 20The six months ended June 30, 2010 consisteof

STAG Predecessor Group's operations.
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Comparison of six months ended June 30, 2011 to shemonths ended June 30, 2010
The following table summarizes our histariesults of operations for the six months endet B0, 2011 and 2010 (unaudited).

Six Months Ended

June 30, %
2011(1) 2010 Change Change
(unaudited)
(dollars in thousands)
Revenue
Rental income $ 16,697 $ 12,57« $ 4,12 33%
Tenant recoveries(: 2,291 2,44t (159) (6)%
Other income 267 — 267 10C%
Total revenue 19,25t 15,01¢ 4,23¢ 28%
Expenses
Property 1,99( 1,74% 24¢% 14%
General and administrati\ 2,37¢ 231 2,145 92%%
Real estate taxes and insura 1,827 1,56¢ 25€ 16%
Asset management fe 17¢ 297 (11¢) (40)%
Property acquisition cos 327 — 327 10C%
Depreciation and amortizatic 8,90¢ 5,32¢ 3,57¢ 67%
Total expense 15,60¢ 9,16¢ 6,43¢ 70%
Other income (expense
Interest income 10 2 8 400%
Interest expens (7,32)) (6,939 (387) 6%
Gain (loss) on interest rate swe 1,262 (935 2,19 235%
Formation transaction cos (3,729 — (3,729¢) 10C%
Total other income (expens (9,777) (7,867) (1,910 24%
Net loss $ (6,129 $ (2,016 $ (4,119 204%
Net loss attributable to nor-controlling interest $ (1,99 $ — $ (1,996 10(%
Net loss attributable to the company $ (4,139 $ (2,016 $ (2,11¢) 104%

Q) We have prepared the results of operations fosithenonths ended June 30, 2011 by combining amdanf011 obtained by adding
the results of operations for STAG Predecessor fouthe period January 1, to April 19, 2011 anel tesults of operations for STAG
Industrial Inc. for the period April 20 to June 2B11. Although this combined presentation doe<aotply with GAAP, we believe
that it provides a meaningful method of comparison.

2) Tenant recoveries related to reimbursement ofestalte taxes, insurance, repairs and maintenamg@ther operating expenses are
recognized as revenue in the period the applicatpenses are incurre

Revenue
Total revenue consists primarily of rentaelome from our properties and tenant reimbursesi@mtinsurance, real estate taxes and certaim ekpenses.
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Total revenue increased by $4.2 million28#o, to $19.3 million for the six months endede)@0, 2011 compared to $15.0 million for the sixthe
ended June 30, 2010. The increase was primariipatible to additional revenue from propertiestdbated to our company as part of the formation
transactions as well as the acquisitions of twgertes during the six months ended June 30, Z¥d increase was also attributable to asset mareageand
administrative fees earned in 2011. The increasepadially offset due to terminated or expiredsk=aat two of our properties prior to the six merghded
June 30, 2011.

Expenses

Total expenses increased by $6.4 milliory,0%, to $15.6 million for the six months endedel30, 2011 compared to $9.2 million for the sixiths
ended June 30, 2010. The increase was primariipuatiible to $327,000 of property acquisition castated to the acquisition of the properties dyitime six
months ended June 30, 2011, $3.6 million of deptieei and amortization and $2.1 million of increhgeneral and administrative expenses following our
initial public offering and formation transactiorior the six months ended June 30, 2010, we rapthrgeresults only of STAG Predecessor Group. Geagic
administrative expenses increased due to the ioclud salary and other compensation costs asasdliffice expenses following the formation tranisest
The increase was partially offset by acceleratedréiration of lease intangibles recorded duringdixemonths ended June 30, 2010 in connection eegittain
lease terminations. Additionally, depreciation andortization increased as the properties acquiréide formation transactions resulted in an ineéasset
base to depreciate.

Other Income (Expense)

Total other income (expense) consists wfrést income, interest expense, gain (loss) @mest rate swaps and transaction costs. Interpsheg includes
interest paid and accrued during the period as agetldjustments related to amortization of finagciosts.

Total other expense increased $1.9 mill@r24%, to $9.8 million for the six months endede 30, 2011 compared to $7.9 million for the sonths
ended June 30, 2010. The increase was primariipuatiible to $3.7 million of formation transactioosts incurred in connection with the formation
transactions. The increase was partially offsedtoyncrease in gain on interest rate swaps of idlan.

Income (loss) from Non-controlling Interest

We consolidate and are the majority owrieyuy operating partnership. Income (loss) from-gontrolling interest is an allocation of incomeds) to the
limited partners of our operating partnership. Eheas $0 of non-controlling interest at June 3A,020esulting in an increase of $2.0 million toddm non-
controlling interest.
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Comparison of year ended December 31, 2010 to geatled December 31, 2009

The following table summarizes historicggults of operations of STAG Predecessor Groughiears ended December 31, 2010, 2009, and 2008.

Year Ended

Year Ended
December 31, % December 31, %
2010 2009 Change 2008 Change
(dollars in thousands)
Revenue
Rental income $ 24,24¢ $ 25,65¢ B)% $ 27,31¢ (6)%
Tenant recoveries(: 3,761 4,50¢ an% 3,951 14%
Total revenue 28,01( 30,16¢ (7% 31,27( (4)%
Expenses
Property 3,25¢ 5,34: (39% 3,00¢ 78%
General and administrati 337 A47¢€ (29)% 502 (5)%
Real estate taxes and insura 2,86¢ 3,067 (6)% 2,80¢ 9%
Asset management fe 60C 60C 0% 61C (2)%
Depreciation and amortizatic 9,51/ 10,257 (7% 12,10¢ (15)%
Loss on impairment of asse — — — 3,72¢ (200)%
Total expense 16,574 19,744 (16)% 22,76! (13)%
Other income (expense
Interest incom: 1€ 66 (76)% 14C (53)%
Interest expens (24,11¢ (14,329 )% (15,059 (5)%
Gain (loss) on interest rate swe (282) (1,720 (84)% (1,275 35%
Total other income (expens (14,387 (15,989 (100% (16,199 )%
Net loss $ (2,946 $ (5,560 4% $ (7,689 (28)%

Q) Tenant recoveries related to reimbursement ofestalte taxes, insurance, repairs and maintenamg@ther operating expenses are
recognized as revenue in the period the applicatpenses are incurre

Revenue

Total revenue decreased by $2.2 milliori{%y, to $28.0 million for the year ended Decemtier2®10 compared to $30.2 million for the year ehde
December 31, 2009. A detailed analysis of the esedollows.

Rent. Rental revenue decreased by $1.4 million, oy 88%%24.2 million for the year ended December20i,0 compared to $25.7 million for the year
ended December 31, 2009. The decrease is prinafillputable to terminated or expiring leases dyithe year ended December 31, 2010, offset by @pase
in new leases and lease escalations.

Tenant recoveries. Tenant recoveries decreased by $747,600, or /$8.8 million for the year ended December 3M,® compared to $4.5 million
for the year ended December 31, 2009. The decregsinarily attributable to fewer property expesnseing recovered due to lower occupancy resuiitomg
terminated or expiring leases that occurred duttiregyear ended December 31, 2010.
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Expenses

Property. Property expense, which consists of propergrajon and maintenance expenses and bad debtsexgeareased by $2 million, or 39%, to
$3.3 million for the year ended December 31, 20dmared to $5.3 million for the year ended Decenie2009. The decrease was primarily attributéble
$1.9 million in bad debt expense incurred durirgykar ended December 31, 2009. The bad debt expesidted primarily from non-payment of rent and
reimbursable expenses from three financially tredlienants.

General and administrative. General and administrative expenses decredsEd®0, or 29%, to $337,000 for the year endeceBer 31, 2010 from
$478,000 for the year ended December 31, 2009d&brease was primarily attributable to a lower amadi legal and accounting fees incurred.

Real estate taxes and insuranceReal estate taxes and insurance decreased®BydBD, or 6%, to $2.9 million for the year endegtBmber 31, 2010
compared to $3.1 million for the year ended Decamtie2009. The decrease was primarily attribut&dlewer insurance fees incurred.

Asset management feesAsset management fees remained unchanged @t0®80for the years ended December 31, 2010 an@, 288pectively.

Depreciation and amortization. Depreciation and amortization expense decre®848,000, or 7%, to $9.5 million for the year esh@@cember 31, 20:
compared to $10.3 million for the year ended Decam®1, 2009. The decrease was primarily attribetablaccelerated amortization of lease intangibles
recorded during the year ended December 31, 2008rinection with certain lease terminations antyeacancies.

Other Income (Expense)

Interest income. Interest income decreased 76% to $16,000 &oyéar ended December 31, 2010 from $66,000 foyeheended December 31, 2009.
The decrease was primarily attributable to loweshdaalances.

Interest expense. Interest expense decreased $212,000, or 1$4.4d million for the year ended December 31, 2€dfpared to $14.3 million for the
year ended December 31, 2009. The decrease wiasit@aile to a reduction in loan balances due tortimeal principal payments.

Gain (loss) on interest rate swapsOur loss on interest rate swaps decreasedndillidn to $282,000 for the year ended December2B1,0 compared to
$1.7 million for the year ended December 31, 200 decrease was primarily attributable to an meedn the forward rate of the underlying LIBORdzhs
floating rate debt.

Comparison of year ended December 31, 2009 to yealed December 31, 2008
Revenue

Total revenue decreased by $1.1 millio%y, to $30.2 million for the year ended Decemtier2Z®09 compared to $31.3 million for the year ehde
December 31, 2008. A detailed analysis of the deerdollows.

Rent. Rent decreased by $1.7 million, or 6%, to $2hilfion for the year ended December 31, 2009 caeghéo $27.3 million for the year ended
December 31, 2008. The two primary components
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of the decrease were lower occupancy levels anditite-off of above market lease intangible asdeental revenue decreased $923,000 due to lower
occupancy during 2009. Rental revenue decreasdd (B89 due to the write-off of above market leasarigible assets related to a lease termination.

Tenant recoveries. Tenant recoveries increased by $557,000, or, 1d%#.5 million for the year ended December INPcompared to $4.0 million for
the year ended December 31, 2008. The increasmamt recoveries was primarily attributable toaheunt of tenant specific billings related to restlate tax
and insurance recoveries compared to the previersc The increase was partially offset by a desedn tenant recoveries attributable to lower paoay
rates.

Expenses

Property. Property expense, which consists of propergraipon and maintenance expenses and bad debtsexpeecreased by $2.3 million, or 78%, to
$5.3 million for the year ended December 31, 20@8mared to $3.0 million for the year ended Decen®ie2008. The increase was primarily attributdable
an increase of $1.9 million in bad debt expenserdsd in 2009. The increase in bad debt expenséiedfrom nonpayment of rent and reimbursable rgps
from five financially troubled tenants. The increas property expense was also attributable toa¢prately $250,000 of environmental remediationtsos
incurred in connection with our Daytona Beach, Faperty.

General and administrative. General and administrative expenses decreé®k82, or 5%, to $478,141 for the year ended Déeer®1, 2009 from
$502,468 for the year ended December 31, 2008d&beease was primarily attributable to a redudtidiegal fees incurred and a reduction in apprdessd,
partially offset by an increase in accounting fees.

Real estate taxes and insuranceReal estate taxes and insurance increasedd@38;@3B, or 9%, to $3.1 million for the year endeztBmber 31, 2009
compared to $2.8 million for the year ended Decemtie2008. The increase was primarily attributabla payment made for real estate taxes on oluogts,
MO property on behalf of a non-paying tenant. Thisease was partially offset by lower real estateassessments at various other properties.

Asset management feesAsset management fees decreased $9,883, do2P599,869 for the year ended December 31, 2@08 $609,752 for the year
ended December 31, 2008.

Depreciation and amortization. Depreciation and amortization expense decreds&dmillion, or 15%, to $10.3 million for the yeanded December 3
2009 compared to $12.1 million for the year endeddnber 31, 2008. The decrease was primarily atiiibe to accelerated amortization of lease intzlagi
related to lease terminations during the year efiEmember 31, 2008. The decrease was also attolbutaa reduced asset base for depreciation pespiise
to a 2008 asset impairment.

Loss on impairment. There were no impairment charges for the yaded December 31, 2009 compared to $3.7 millionHeryear ended December
2008. The 2008 impairment charge was attributabtbe impairment of our property located in Dayt&®ach, Florida. The loss of occupancy, its comtthu
vacancy and lower market rents indicated that #ngyimg amount of this property had been impaired.

Other Income (Expense)

Interest income. Interest income decreased $73,632, or 53%66¢852 for the year ended December 31, 2009 frohd &84 for the year ended
December 31, 2008. The decrease was primariljpatéble to declining bank deposit balances reguftiom an increase in principal payments on debindu
the year ended December 31, 2009.
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Interest expense. Interest expense decreased $729,490, or 5$4.4@ million for the year ended December 31, 2088@pared to $15.1 million for the
year ended December 31, 2008. The decrease waarjtyiattributable to a reduction in interest raéesl loan balances due to amortized principal paysne
under amended loan agreements.

Gain (loss) on interest rate swapsOur loss on interest rate swaps increased $285por 35%, to $1.7 million for the year ended &aber 31, 2009
compared to $1.3 million for the year ended Decemfie2008. The increase was primarily attributablirger underlying notional amounts under thagsw
agreements and an increase in the interest raie spvaad.

Cash Flows
Comparison of the six months ended June 30, 201thi® six months ended June 30, 2010

The following table summarizes our caskwidor the six months ended June 30, 2011 (inciusVSTAG Predecessor Group from the period JanLiéo
April, 19, 2011 and STAG Industrial, Inc. from tperiod April 20 to June 30, 2011) compared to STA@decessor Group's combined cash flows for the six
months ended June 30, 2010:

Six Months Ended

June 30, %
2011(1) 2010 Change Change
(unaudited)
(dollars in thousands)
Cash provided by operating activiti $ 4,148 $ 4,72¢ (581) (12%
Cash used in investing activiti (22,38() (1,2300 (21,250 1,881%
Cash (used in) provided by financing activit 29,97: (3,979  33,95Z (859)%

Q) We have prepared the results of operations fosithenonths ended June 30, 2011 by combining amdanf011 obtained by adding
the results of operations for STAG Predecessor Bfouthe period January 1 to April 19, 2011 areltbsults of operations for STAG
Industrial Inc. for the period April 20 to June 2B11. Although this combined presentation doesootply with GAAP, we believe
that it provides a meaningful method of comparis

Net cash provided by operating activitiesNet cash provided by operating activities dasegl $0.6 million to $4.1 million for the six mostanded
June 30, 2011 compared to $4.7 million for thensonths ended June 30, 2010. The decrease in kgt by operating activities was primarily attriable
to the net changes in current assets and liakilitiee in large part to the formation transacti@iso, we had a net loss of $6.1 million for the signths ended
June 30, 2011 compared to a net loss of $2.0 mifto the STAG Predecessor Group for the six moattted June 30, 2010. The primary cash changes
included in net loss relate to additional genenal administrative expenses and formation transaciists related to the formation transactions aitidli public
offering.

Net cash used in investing activitiesNet cash used in investing activities increase8$21.3 million to $22.4 million for the six mdrst ended June 30,
2011 compared to $1.1 million for the six monthdeshJune 30, 2010. The change is primarily attaibletto additions of property, specifically two peoties
which were purchased subsequent to the formatimséactions.

Net cash provided by (used in) financingvétes. Net cash provided by (used in) financing atitiéiincreased $34.0 million to $30.0 million foetsix
months ended June 30, 2011 compared to
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$(4.0) million for the six months ended June 30Q,@0The change is primarily attributable to the preiceeds from our initial public offering, offdst the
repayment of mortgage notes payable with offerirag@eds during the six months ended June 30, 2011.

Comparison of year ended December 31, 2010 to #er gnded December 31, 2009

The following table summarizes the histakicash flows of STAG Predecessor Group for thesyeaded December 31, 2010, 2009, and 2008:

Year Ended
December 31,
2010 2009 2008
(dollars in thousands)
Cash provided by operating activiti $ 9,33¢ $ 836t $ 8,431
Cash used in investing activiti (2,08¢) (2,040 (411
Cash (used in) provided by financing activit (8,45)) (6,92]) (8,529

Net cash provided by operating activitiesNet cash provided by operating activities iased $969,000 to $9.3 million for the year endedebeber 31,
2010 compared to $8.4 million for the year endeddbeber 31, 2009. The increase in cash providedbyating activities was primarily attributable hetnet
changes in current assets and liabilities, mostbiptan increase due to related parties attribetibthe unpaid guarantee fees.

Net cash used in investing activitiesNet cash used in investing activities increg®8,000 to $(2.1) million for the year ended Deben1, 2010
compared to $(2.0) million for the year ended Deloen81, 2009. The change is attributable to aregs® in building improvements made during the year
ended December 31, 2010.

Net cash used in financing activitiesNet cash used in financing activities increa®ed million to $(8.5) million for the year endBecember 31, 2010
compared to $(6.9) million for the year ended Deoen81, 2009. The increase was primarily attribletéd an increase in principal payments on mortgage
loans, partially offset by a decrease in deferiedrfcing fees.

Comparison of year ended December 31, 2009 to yeaied December 31, 2008

Net cash provided by operating activitiesNet cash provided by operating activities daseg $66,000 to $8.4 million for the year endedebdwer 31,
2009 compared to $8.4 million for the year endeddbeber 31, 2008. The decrease in 2009 cash probigegerating activities was primarily attributaldde
net changes in current assets and liabilities.

Net cash used in investing activitiesNet cash used in investing activities incregge® million to $(2.0) million for the year endBeécember 31, 2009
compared to $(0.4) million for the year ended Deloen81, 2008. The change is attributable to aregs® in building improvements made during 2008.

Net cash used in financing activitiesNet cash used in financing activities decreded million to $(6.9) million for the year endBecember 31, 2009
compared to $(8.5) million for the year ended Deloen81, 2008. The decrease in cash used in finguadtivities was primarily attributable to a deseén
distributions of $4.8 million and an increase ingeds from other notes payable of
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$4.4 million. The decrease was offset by an in@éasleferred financing costs of $0.4 million amdirgcrease in principal payments on mortgage laéns
$7.2 million.

Off Balance Sheet Arrangements
As of June 30, 2011, we had no off-balastwet arrangements.
Liquidity and Capital Resources

Our short-term liquidity requirements catgrimarily of funds to pay for operating expenaed other expenditures directly associated with ou
properties, including:

. interest expense and scheduled principal paymentsitstanding indebtedness,
. general and administrative expenses, and
. capital expenditures for tenant improvements aasitg commissions.

In addition, we will require funds for futudividends expected to be paid to our commonestedalers and unit holders in our operating partriprOn
May 2, 2011, our board of directors declared aseaarter dividend of $0.2057, payable on July?08,1 to all shareholders of record on June 3012Tke
dividend payment was based on a quarterly dividatelof $0.26 per share pro-rated for the portitine second quarter that we had been in existasee
public company. On September 15, 2011, our boadire€tors declared a third quarter dividend oR8Qwhich was paid on October 14, 2011 to all
shareholders of record on September 30, 2011.

We intend to satisfy our short-term ligtydiequirements through our existing cash and eagstivalents, cash flow from operating activitiéss proceeds
of this offering and borrowings available under orgdit facility.

Our long-term liquidity needs consist priityaof funds necessary to pay for acquisitionsnmecurring capital expenditures and scheduled chetbtrities.
We intend to satisfy our long-term liquidity needsough cash flow from operations, loteym secured and unsecured borrowings, issuaneguitfy securities
or, in connection with acquisitions of additionabperties, the issuance of common units of theaijyey partnership property dispositions and joiiture
transactions.

Indebtedness Outstanding

We are a party to a master loan agreemihtAmglo Irish Bank Corporation Limited ("Angloigh”). As of June 30, 2011, the outstanding balamzker
this loan agreement was approximately $140.7 milliss part of our formation transactions, the migtudate of the Anglo Irish master loan was extehftem
January 2012 to October 2013. In addition, uporsaoimation of our formation transactions, we assutinedollowing debt:

. our acquisition loan facility with CIGNA that wasiginally entered into in July 2010 (the "CIGNA-4dility") with an outstanding balance of
approximately $60.7 million and an interest rat®&0% per annum, scheduled to mature on Febry&91B (which had no remaining
borrowing capacity);

. the CIGNA-2 facility, which had an outstanding brada of approximately $34.6 million and an interese of 5.75% per annum, scheduled to

mature on February 1, 2018 (which had approxim&ka.4 million in borrowing capacity remaining dsfee completion of our formation
transaction); and
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. a loan from CIBC, Inc. with an estimated outstagdialance of $8.5 million and an interest rate.06% per annum, scheduled to mature on
August 1, 2027. The interest rate increases tgtbater of 9.05% and the treasury rate as of Aubuad12 plus 2% beginning in August 2012
and continues through maturity but is prepayablgaatrom May 1, 2012 through and including AuglisP012.

The following table sets forth certain infation with respect to the indebtedness outstanasof June 30, 2011:

Loan Principal Fixed/Floating Rate Maturity
(dollars

in thousands)
Anglo Irish Master Loat $ 140,68¢ LIBOR + 3.00%(1) 5.165% Oct-31-2013
CIGNA-1 60,71« Fixed 6.5(% Fel-1-2018
CIGNA-2(2) 45,94% Fixed 5.7%% Fel-1-2018
CIBC, Inc. 8,52¢ Fixed 7.05%(3)Aug-1-2027
Credit Facility 0 LIBOR + 3.00% 3.18t% Apr-20-2014
Total/Weighted Averag $ 255,87( 5.65%

Q) Swapped for a fixed rate of 2.165% plus the 3.0p%ad for an effective fixed rate of 5.165%. Thepwexpires January 31, 2012.
(2)  Asof June 30, 2011, we had approximately $19.1lianibf borrowing capacity under this acquisiti@ah facility.

?3) Interest rate increases to the greater of 9.05%entteasury rate as of August 1, 2012 plus 2%nip@ty in August 2012 and continues
through maturity, but is prepayable at August 3112

On July 8, 2011, we entered into the CIGBlfacility, a $65 million acquisition loan facilitwith CIGNA with an interest rate of 5.88% per anrmand
scheduled to mature in September 2019.

Certain of our loan agreements containnfona covenants, including loan-to-value requiretaemith respect to the collateral properties, aimum debt
service coverage ratio, a minimum debt yield rezmaent, and a minimum guarantor net worth and liquigquirement. We are currently in compliancetwit
the financial covenants in our loan agreements.

The CIGNA-1, CIGNA-2 and CIGNA-3 acquisititoan facilities contain provisions that crossadgf the loans and cross-collateralize the properti
secured by each of the loans. In addition, eatchedCIGNA-1, CIGNA-2 and CIGNA-3 acquisition loaacilities requires a 62.5% loan to value (includatig
acquisition costs) and a debt service coverage oitl.5x, each measured at acquisition, but nebainuing covenants.

Secured Corporate Revolving Credit Facility

On April 20, 2011, we closed a loan agresnfier our credit facility of up to $100.0 millionith Bank of America, N.A. as administrative agand
Merrill Lynch, Pierce, Fenner & Smith Incorporatesilead arranger. On October 17, 2011, we closesth@mendment to the credit facility to improvecjg,
increase the advance rate and create additiorxabifiey in our covenants. The credit facility iesured, among other things, by mortgages grantegbgus
indirect subsidiaries of our operating partnershmponnection with the closing of our initial piubbffering, we borrowed
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approximately $11.0 million under the credit fagilio pay down indebtedness we assumed pursuantrtformation transactions. On May 17, 2011, weduse
portion of the proceeds from the exercise of therallotment option to repay the $11.0 million oatsting under the credit facility. Proceeds fromaheit
facility will be used for property acquisitions, vking capital requirements and other general catgopurposes. We currently do not intend to usefttuility

to repay our existing debt obligations upon mayuiithe credit facility has a stated thrgear term to maturity with an option to extend thaturity date for on
additional year. Additionally, the credit facilihas an accordion feature that allows us to recqaresicrease in the total commitments of up to $1@dillion to
$200.0 million under certain circumstances. Duting second quarter, we incurred unused fees ofrfilllibn for this facility. On July 18, 2011, Septber 26,
2011 and October 12, 2011, we borrowed $13.5 mill§t.0 million and $6.0 million, respectively, facquisition financings and other corporate purpose

Availability under the credit facility ibé lesser of (i) the aggregate commitment, (iipprd satisfaction of an appraisal condition wigspect to the
collateral pool, 50% of the value of the borrowlvase properties, and following satisfaction of ppraisal condition with respect to the collaterablp 55% of
the value of the borrowing base properties, oy fiiior to satisfaction of an appraisal conditioithwespect to the collateral pool, the amount thatild result
in a debt service coverage ratio for the borroviage properties of not less than 1.75x based @ry@& amortization period, and following satisfactof an
appraisal condition with respect to the collat@@dl, the amount that would result in a debt sergiaverage ratio for the borrowing base propedfewt less
than 1.6x based on a 30-year amortization periodach case calculated using an interest rate emtla greatest of (i) the yield on a 10-year EdiStates
Treasury Note at such time as determined by thetgdes 3.00%, (i) 7.50% and (iii) the weightedceage interest rate(s) then in effect under thdicre
agreement.

Interest and Fees: The applicable interest rate under the credilify generally depends on elections we make .e@&feect that generally we will be able
to elect to have amounts outstanding under theatdeeglity bear interest at rates determined bigrence to the British Bankers Association LIBORd&Ra
("LIBOR") plus a margin, or spread, determined éGc@dance with a leverage-based pricing grid.tHrest rates are determined by reference to LIBO¢h
(i) if our ratio of consolidated debt to total asgalue is less than or equal to 40%, the spread DNBOR will be 2.25%, (ii) if our ratio of consdated debt to
total asset value is greater than 40%, but lessdhaqual to 50%, the spread over LIBOR will b&02s, (iii) if our ratio of consolidated debt to abtsset
value is greater than 50%, but less than or equab®, the spread over LIBOR will be 2.75%, (ivpifr ratio of consolidated debt to total asset &adugreater
than 55%, the spread over LIBOR will be 3.25%nterest rates are determined by reference to LIB@Rwill generally be able to elect among one-,-fwo
three-, six- or 12-month LIBOR interest periodsd &ime spreads described above will apply with ressfethe LIBOR rate for the applicable period. €nd
certain circumstances, interest rates under thaditdeeility may be based on the "Base Rate" amddfunder the credit facility plus applicable sate, which
would result in higher effective interest ratestltae LIBOR-based rates described above. In additicghere are borrowings under letters of creditswing
line loans," certain other rates and spreads wplya We will also pay certain customary fees arpemse reimbursements, including an unused fed &mua
0.50% of the unused balance of the credit fadilitisage is less than 50% of the capacity and 0.8%age is greater than 50%.

Financial Covenants: The credit facility includes the following fineial covenants: (i) maximum leverage ratio of lttibilities to total asset value not
exceeding 55% (provided that such percentage
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may be increased above 55% but not greater thanfé02consecutive quarters not more than oncendutie term of the credit facility), (ii) the ratad
consolidated EBITDA (as defined in the agreememtjansolidated fixed charges shall not be less thahto 1.0 through the quarter ending June 30220
increasing to 2.0 to 1.0 for each quarter theregft®vided if we complete a preferred offering th&o shall not be less than 1.5 to 1.0 throughdharter
ending March 31, 2012, increasing to 1.75 to 1.6faach quarter thereafter, provided that follapgatisfaction of the appraisal condition for tiodateral
pool such ratio shall be reduced to 1.75 to lii),niaximum recourse indebtedness of no more tH#6 af total assets, and (iv) tangible net wortinatfless
than 85% of tangible net worth at the closing af iaitial public offering plus 75% of future net @ity proceeds along with other covenants which gahe
limit or restrict investments in unconsolidatechjoventures, mezzanine loans and mortgage recesaimhimproved land, and other investments whiemat
core to our operating partnership investment fobuaddition, the credit facility prohibits the dat and indirect subsidiaries of our operatingrneahip which
own properties that are mortgaged to secure thditdeeility from incurring indebtedness or guareging debt, other than the credit facility itself.

Events of Default: The credit facility contains customary everftdefault, including but not limited to non-paymaeritprincipal, interest, fees or other
amounts, defaults in the compliance with the com&haontained in the documents evidencing the tfadiiity, cross-defaults to other material debtia
bankruptcy or other insolvency events.

The foregoing is only a summary of the matéerms of our credit facility. For more inforti@n, see the credit agreement, which is filedrasxhibit to
the registration statement of which this prospeidaspart.

Contractual Obligations

The following table reflects our contradtabligations as of June 30, 2011, specifically obligations under longerm debt agreements, and operating
ground lease agreements (dollars in thousands):

Payments by Period
(unaudited)
Contractual Obligations(1)(2) Total 2011 2012 - 2013 2014 - 2015 Thereafter

Principal payment 255,72¢ $ 2,17¢ $ 142,30« $ 3,347 $ 107,89¢
Interest payment 67,327 $ 7,20 $ 27,20¢ $ 14,01t $ 18,89¢
Obligations under ground leas 5,13: $ 11C $ 22t $ 23C $ 4,56¢

Total 328,180 $ 9,49 $ 169,730 $ 17,59¢ $ 131,36!

H| B PP

Q) From time-to-time in the normal course of our bess) we enter into various contracts with thirdiparthat may obligate us to make
payments, such as maintenance agreements at qarfies. Such contracts, in the aggregate, doemoesent material obligations, are
typically short-term and cancellable within 90 daysl are not included in the table above.

(2)  The terms of the Anglo Irish master loan agreermaésu stipulate that a capital improvement escroiubded monthly in an amount

equal to the difference between the payments reduinder a 25-year amortizing loan and a 20-yeartizing loan. The terms of the
loan agreements for each of the CIG-1, CIGNA-2 and CIGN/3 acquisition loan facilities also stipulate t
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general reserve escrows be funded monthly in aruatremjual to eight basis points of the principaihaf loans outstanding at the tir

The following table reflects our pro formantractual obligations as of June 30, 2011, sjwadly our obligations under long-term debt agreatagand
operating and ground lease agreements (dollai®imstands):

Payments by Period
(unaudited)

Contractual Obligations(1) Total 2011 2012 - 2013 2014 - 2015 Thereafter
Principal payments(z $ 332,63¢ $ 257¢ $ 144,44¢ $ 34,88: $ 150,73(
Interest payment $ 81,41: $ 9,01¢ $ 29,647 $ 19,30. $ 23,44¢
Obligations under ground leas $ 4612 $ 11C $ 224 $ 22¢ $  4,04¢
Total $ 41866. $ 11,70 $ 17431 $ 54,41. $ 178,23:

Q) From time-to-time in the normal course of our bess we enter into various contracts with thirdiparthat may obligate us to make
payments, such as maintenance agreements at @arpes. Such contracts, in the aggregate, doapuesent material obligations, are
typically short-term and cancellable within 90 daysl are not included in the table above.

(2)  The terms of the Anglo Irish master loan agreermaésu stipulate that a capital improvement escroiubded monthly in an amount
equal to the difference between the payments requinder a 25-year amortizing loan and a 20-yearti#zing loan. The terms of the
loan agreements for each of the CIGNA-1, CIGNA-8 &GNA-3 acquisition loan facilities also stipudathat general reserve escrows
be funded monthly in an amount equal to eight baaists of the principal of the loans outstandibtha time.

In addition to the contractual obligatiaet forth in the tables above, we have enteredentployment agreements with certain of our exeeutificers.
These employment agreements provide for salargretisnary bonus, incentive compensation and dikeefits, all as more fully described under
"Management—Employment Agreements."

Interest Rate Risk

ASC 815Derivatives and Hedgingrequires us to recognize all derivatives on thiamce sheet at fair value. Derivatives that atehedges must be
adjusted to fair value and the changes in faireahust be reflected as income or expense. If thealwe is a hedge, depending on the nature ohduge,
changes in the fair value of derivatives are eitiftget against the change in fair value of thegeeidassets, liabilities, or firm commitments thrlo@grnings or
recognized in other comprehensive income, whiéghdemponent of shareholders equity. The ineffeqgiimion of a derivative's change in fair value is
immediately recognized in earnings. The STAG Predggar Group and the other entities that contribtdexlir formation did not designate the hedgebeat t
time of inception and therefore, our existing irtwesnt in the interest rate swaps does not quadifgraeffective hedge, and as such, changes imthessfair
market values are being recorded in earnings.

As of June 30, 2011, we had approximat&l0$7 million of mortgage debt subject to an indérate swap with such interest rate swap having an
approximate $(1.9) million net fair value. As tiigerest rate swap was entered into prior to oiialrpublic offering and therefore prior to us cefing on a
GAAP basis, it is designated as a non-hedge ingmiu\s part of our formation
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transactions, we assumed and terminated an intatesswap with a notional amount of $45.0 millieith terms to receive LIBOR and pay 1.98%, and paid
brokerage fees of $0.3 million. We also assumeihi@nest rate swap with a notional amount of $3dillon with terms to receive LIBOR and pay 1.67&86d
an expiration date of August 1, 2011, which wasatetalized under our credit facility. As of Jur@ 2011, this interest rate swap has a fair vafue o
approximately $(0.1) million.

Inflation

The majority of our leases is either tripit or provides for tenant reimbursement for cosltsted to real estate taxes and operating expénseldition,
most of the leases provide for fixed rent increagés believe that inflationary increases may bleadt partially offset by the contractual rent eases and
tenant payment of taxes and expenses describe@.aM®/do not believe that inflation has had a nténpact on our historical financial position r@sults of
operations.

Non-GAAP Financial Measures

In this prospectus, we disclose and distl@k EBITDA, FFO and AFFO, all of which meet thefuhition of "non-GAAP financial measure" set foith
Item 10(e) of Regulation S-K promulgated by the SE€a result we are required to include in thizspectus a statement of why management believes tha
presentation of these measures provides usefuhiafiion to investors.

None of NOI, EBITDA, FFO or AFFO should bensidered as an alternative to net income (detesunin accordance with GAAP) as an indication of ou
performance, and we believe that to understangberdormance further, NOI, EBITDA, FFO and AFFO shiblobe compared with our reported net income or
net loss and considered in addition to cash flawecicordance with GAAP, as presented in our cotat@d financial statements.

Net Operating Income (NOI)

We consider NOI to be an appropriate suppl&al measure to net income because it helpsitngltors and management to understand the core
operations of our properties. We define NOI as ateg revenue (including rental income, tenant veces, and other operating revenue) less propevsi-
operating expenses (which includes third-party prijpmanagement fees and general and administetivenses at the property level). NOI excludes
depreciation and amortization, impairments, gag¥lon sale of real estate, interest expense aad mdi-operating items.

Company Company

Pro Forma Pro Forma

Six Months Ended Year Ended
June 30, 2011 December 31, 2010

(unaudited)
(dollars in thousands)

Rental income $ 28,87 $ 59,83!
Tenant recoverie 3,54z 7,22z
Other operating incom 62€ 1,252
Total revenue 33,04! 68,30¢
Property expense (5,57¢) (10,519
Net operating income $ 27,46 $ 57,79:

78




Table of Contents

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

The following is a reconciliation from raped net income, the most direct comparable firelmoeasure calculated and presented in accordaitite w
GAAP, to NOI:

Company Company
Pro Forma Pro Forma
Six Months Ended Year Ended
June 30, 2011 December 31, 2010
(unaudited)

(dollars in thousands)
Net income before n«-controlling

interest $ (2,679 $ (4,239
Interest income (20) (16)
(Gain) loss on interest rate swe (2,319 21C
Depreciation and amortizatic 16,88( 32,99¢
Interest expens 9,824 19,32¢
General and administrative

expense: 4,75¢€ 9,51:
Net operating income $ 27,46 $ 57,79:

Earnings Before Interest, Tax, Depreciation and Amtization (EBITDA)

We believe that EBITDA is helpful to invest as a supplemental measure of the operatingrpeafice of a real estate company because it igetdi
measure of the actual operating results of ourstréal properties. We also use this measure insdat compare our performance to that of our inglysters.
The following table sets forth a reconciliationaafr pro forma EBITDA for the period presented td ineome:

Company Company
Pro Forma Pro Forma
Six Months Ended Year Ended
June 30, 2011 December 31, 2010

(unaudited)
(dollars in thousands)

Net income before ne-controlling

interest $ (2,679 $ (4,239
Interest expens 9,82¢ 19,32¢
Interest incom: (10) (16)
Depreciation and amortizatic 16,88( 32,99:¢
EBITDA $ 24,02( $ 48,06¢

Funds from Operations (FFO)

We calculate FFO before non-controllingeiest in accordance with the standards establishéide National Association of Real Estate Investifigusts
("NAREIT"). FFO represents net income (loss) (cotepun accordance with GAAP), excluding gains (msks) from sales of depreciable operating property
real estate related depreciation and amortizaggol{ding amortization of deferred financing costsyl after adjustments for unconsolidated partigssind

joint ventures

Management uses FFO as a supplementalrpenfice measure because, in excluding real estateda@epreciation and amortization and gains asskls
from property dispositions, it provides a perform@ameasure that, when compared year over yeayresgtends in occupancy rates, rental rates aachtpg
costs. We also believe that, as a widely recognizedsure of the performance of

79




Table of Contents

MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

REITs, FFO will be used by investors as a basetapare our operating performance with that of oRE|Ts.

However, because FFO excludes depreciatidnamortization and captures neither the chamgivalue of our properties that result from aismarke:
conditions nor the level of capital expenditured Basing commissions necessary to maintain theatpg performance of our properties, all of whive
real economic effects and could materially impastresults from operations, the utility of FFO asi@asure of our performance is limited. Other ggREITS
may not calculate FFO in accordance with the NAR&¢#Tinition as we do, and, accordingly, our FFO maybe comparable to such other REITs' FFO. FFO
should not be used as a measure of our liquiditgt,is not indicative of funds available for ourleaseeds, including our ability to pay dividends.

The following table sets forth a recontitia of our pro forma FFO before non-controllingeirest for the period presented to net incomenéaest
GAAP equivalent:

Company Company
Pro Forma Pro Forma
Six Months Ended Year Ended
June 30, 2011 December 31, 2010
(unaudited)

(dollars in thousands)
Net income before n«-controlling

interest $ (2,679 $ (4,23
Depreciation and amortizatic 16,88( 32,99¢
Funds from operations (FFO) $ 14,20¢ $ 28,75¢

Adjusted Funds from Operations (AFFO)

In addition to presenting FFO in accordawith the NAREIT definition, we also disclose AFF@hich is FFO after a specific and defined suppletale
adjustment to:

. exclude the impact of impairment charges and/orextsaordinary, non-recurring cash expenditures,
. exclude significant non-cash items that were inetlich net income, and
. include significant cash items that were excludedifnet income.

Although our FFO as adjusted clearly dgfefom NAREIT's definition of FFO, we believe itqwides a meaningful supplemental measure of ouratipg
performance because we believe that, by excludéms noted above, management and investors arenpedsvith an indicator of our operating performanc
that more closely achieves the objectives of théestate industry in presenting FFO.

As with FFO, our reported AFFO may not benparable to other REITs' AFFO, should not be @sed measure of our liquidity, and is not indicat¥
our funds available for our cash needs, includingability to pay dividends.
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The following table sets forth a recontiba of our pro forma AFFO for the periods presertie FFO:

Company Company
Pro Forma Pro Forma
Six Months Ended Year Ended
June 30, 2011 December 31, 2010
(unaudited)
(dollars in thousands)
Funds from operations (FF( $ 14,20¢ $ 28,75¢
Straight line rental revenue
adjustmen (75%) (2,087)
Deferred financing cost
amortization 28¢ 96¢&
Above/below market lease
amortization 2,18¢ 3,93(
(Gain) loss on interest rate swe (2,319 21C
Recurring capital expenditur (247 (293
Amortization of non-cash
compensatiol 332 664
Lease renewal commissions anc
tenant improvement (78) (15€)
Adjusted funds from operations
(AFFO) $ 14,72: $ 32,00

Quantitative and Qualitative Disclosure About Market Risk

Our future income, cash flows and fair esluelevant to financial instruments are dependpan prevailing market interest rates. Market reslers to the
risk of loss from adverse changes in market prcgsinterest rates. We use derivative financidtumsents to manage, or hedge, interest rate rediaed to
our borrowings, primarily through interest rate paiaAs of June 30, 2011, all of our debt is fixatéror is subject to interest rate swaps. As o B 2011,
the fair value of our interest rate swaps was $(hiflion.

An interest rate swap is a contractual egient entered into by two counterparties under lwbach agrees to make periodic payments to the fathan
agreed period of time based on a notional amouptio€ipal. Under the most common form of intemagé swap, known from our perspective as a floating
fixed interest rate swap, a series of floatingvamiable, rate payments on a notional amount ofggual is exchanged for a series of fixed interatd payments
on such notional amount.

As of June 30, 2011, we had total outstagdiebt of approximately $255.9 million, and we esgthat we will incur additional indebtednesshia future.
Interest we pay reduces our cash available forildigions. Approximately $140.7 million of our otasding debt as of June 30, 2011 bears interesvatiable
rate, all of which has been hedged through a figatdfixed interest rate swap whereby we swapped thiaarrate interest on the hedged debt for a frate
of interest through January 31, 2012. The varisdte component of our mortgage debt is LIBOR baddBOR were to increase by 100 basis points,dee
not expect there would be any significant effectteninterest expense on our variable rate debt.
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As of June 30, 2011, approximately $115illan of our consolidated borrowings bore interasfixed rates, as shown in the table below.

2011 2012 2013 2014 2015 2016+ Total Fair Value
(dollars in thousands)

Secured Mortgage
Notes Payable

Fixed Rate $ 76S $154¢ $ 155( $ 1,65 $ 1,762 $ 107,76. $ 115,04 $ 117,05¢
Average Interest Ra 565 6.1(% 6.38% 6.3¢% 6.3t% 6.38% 6.38% —
Variable Rate(1 $ 1,422 $ 6,19¢ $ 133,06¢ — — — $ 140,68¢ $ 138,29t
Total Debt $ 2191 $ 7,74¢ $ 134,61t $ 1,65 $ 1,762 $ 107,76 $ 255,72¢ $ 255,35«

Q) The contractual annual interest rate on this ineliiess is LIBOR plus 3.00%, of which approxima&y0.7 million has been swapg.
for a fixed rate of 2.165% plus the 3.00% spreadah effective fixed interest rate of 5.165% tlgbbJdanuary 31, 201

As of June 30, 2011, we were party to tterest rate swaps shown in the table below.

Notional Fair Value at Fixed Pay Expiration
Amount June 30, 2011 Rate Date
Interest Rate Swaps
Anglo Master Loan Swa $ 141,000 $ (1,815 2.165% January 31, 201
Bank of Americe $ 31,000 $ (78) 1.67% August 1, 201:
Total/Weighted Average $ 172,000 $ (1,899 2.08%

The market values of the swaps depend lyeawithe current market fixed rate, the correspogderm structures of variable rates and the exgpien of
changes in future variable rates. As expectatidristore variable rates increase, the market vatig¢se swaps increase. We will treat the swapsoashedge
instruments and, accordingly, recognize the fain@®f the swaps as assets or liabilities on olaru® sheet, with the change in fair value recaghin our
statements of operations.

No assurance can be given that our hedagtigities will have the desired beneficial effectour results of operations or financial condition

Interest risk amounts are our managemestimates and were determined by considering fieetedf hypothetical interest rates on our finahcia
instruments. These analyses do not consider teeteff any change in overall economic activity thaald occur in that environment. Further, in therg of a
change of that magnitude, we may take actionsrtbdumitigate our exposure to the change. Howeligg,to the uncertainty of the specific actiong thauld
be taken and their possible effects, these anajssmsne no changes in our financial structure.
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Overview

STAG Industrial, Inc. is a self-administti@nd self-managed full-service real estate compaeysed on the acquisition, ownership and manageofe
single-tenant industrial properties throughoutltinited States. We were formed in 2010 to contimaegrow the singléenant industrial business conductec
our predecessor business. Mr. Butcher, the Chaiohaanr board of directors and our Chief Executdfficer and President, together with an affiliafeN&D,

a real estate development and management commamed our predecessor business, which commencivé agierations in 2004. Since inception, we have
deployed approximately $1.5 billion of capital, regenting the acquisition of 229 properties totahpproximately 37.7 million rentable square feet
152 individual transactions. We completed our ahigiublic offering on April 20, 2011.

As of June 30, 2011, we owned 93 propeitieX5 states with approximately 14.2 million rebieasquare feet, consisting of 46 warehouse/digioh
properties, 26 manufacturing properties and 2V/dléixe properties. As of June 30, 2011, our prtipsrwere 91.0% leased to 74 tenants, with no siteglant
accounting for more than 5.3% of our total ann@girent and no single industry accounting for mbaa 14.1% of our total annualized rent.

We target the acquisition of individual §3&B, single-tenant industrial properties predomtiyan secondary markets throughout the UnitedeStavith
purchase prices ranging from $5 million to $25 imill We believe, due to observed market inefficiesicour focus on owning and expanding a portfofio
such properties will, when compared to other retdte portfolios, generate returns for our shadgrslthat are attractive in light of the risks agsted with
these returns because we believe:

. Industrial properties generally require less cdgixpenditure than other commercial property tyged single-tenant properties generally require
less expenditure for leasing, operating and capdsis per property than multi-tenant properties.

. Investment yields on single-tenant individual prdp@cquisitions are typically greater than invesiis yields on portfolio acquisitions. With
appropriate asset diversification, individual asg can be mitigated across an aggregated piortfol

. Class B industrial properties tend to have higherent returns and lower volatility than Class Austrial properties.

. Secondary markets generally have less occupancyeatal rate volatility than primary markets.

. We typically do not face significant competitiomrin other institutional industrial real estate bgykr acquisitions, as these buyers tend to fi
on larger properties in select primary markets. ®pical competitors are local investors who oftiennot have ready access to debt or equity
capital.

. Tenants in our target properties tend to managdephaperties directly, which allows us to grow qaartfolio without substantially increasing 1

size of our asset management infrastructure.
For a description of what we consider to be Classd Class B properties, see "—Our Properties'vhelo

Reflecting the market inefficiencies we @abserved, our target properties are generalbetbéo:

. investment grade credit tenants on shorter tersekeéess than four to six years);
. sub-investment grade credit tenants on longer teases (greater than four to six years); or
. a variable combination of the above.
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We believe the market inefficiently pricas target properties because investors typicdtheeunderestimate the probability of tenant retenbeyond
the primary lease term or overestimate the expesstiof tenant default. Further, we believe olati@nships with a national network of commercisdlrestat
brokers and our underwriting processes, utilizinggroprietary model, allow us to acquire properti¢ a discount to their intrinsic values, wheterisic
values are determined by the properties' futurl flas/s. Through the evaluation of more than 4,008@lified transactions (that is, transactions fees our
initial screening) since 2004, we believe we haaeetbped a unique approach to melding real estateemant-credit underwriting analyses, which afiaws to
identify assets that we believe are undervaluetheymarket. The significant volume of acquisitiggportunities presented to us each year providegtas
market intelligence that further supports our ungiing and due diligence processes.

We were incorporated on July 21, 2010 utiderdaws of the State of Maryland. We intend celnd qualify to be taxed as a REIT under theeGodthe
year ending December 31, 2011, and generally wilbe subject to U.S. federal taxes on our incatbe extent we currently distribute our incometo
shareholders and maintain our qualification as &fR®e are structured as an UPREIT and own suliathnall of our assets and conduct substantidllpf
our business through our operating partnershipfAlsine 30, 2011, we owned a 67.1% limited parhiprisiterest in our operating partnership.

Competitive Strengths

We believe that our investment strategy @perating model distinguish us from other ownepgrators and acquirers of industrial real estageriumber
of ways, including:

. Proven Growth Profile: Since 2004, we have deployed approximately $illibrbof capital, representing the acquisition2#9 properties
totaling approximately 37.7 million rentable squéget in 152 individual transactions. Our systemd personnel have enabled us to acquire as
many as seven properties in five transactionsitg&58.1 million in cost in a single month. Moreoyour pursuit of many small acquisitions
helps produce a smooth and predictable growth rate.

. Established Intermediary Relationship: Approximately 32% of the acquisitions we sourdeased on total purchase price, have been in
"limited marketing" transactions where there hasnbeo formal sales process. We believe we havdame a reputation as a credible and
active buyer of single-tenant industrial real estathich provides us access to significant acdaisibpportunities that may not be available to
our competitors.

. Scalable Platform: We grow our portfolio through acquisitions of gietenant industrial properties in secondary markeisughout the Unite
States. We own properties in a variety of differeatrkets within 26 states. We believe we have dpez the experience and systems
infrastructure necessary to acquire, own and mapeggerties throughout the United States, whiobmadl us to efficiently grow our portfolio in
those markets and others. In addition, our focuseiriease properties ensures that our curreritafta? employees (with incremental additions)
will be sufficient to support our growth. As of Ju80, 2011, we were pursuing approximately $450anibf specific additional potential
acquisitions that we have identified as warranfimther investment consideration after an initaliew.

. Expertise in Underwriting Singl-Tenant Properties Our expertise and market knowledge have beemeatéfiom our significant acquisition
activity, our relationships with a national netwardkcommercial real estate brokers and our presgneemerous markets. Since 2004, we have
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acquired 229 properties in 152 individual transaxti Through this experience, we developed a ptgpyi underwriting process. We integrate
real estate and corporate credit analysis to pritjecfuture cash flows of potential acquisitio@entral to our underwriting is assessing the
probability of tenant retention during the leasentand beyond. We evaluate the tenant's use afubject property, the tenant's cost to relocate,
the supply/demand dynamic in the relevant submahétthe tenant's financial condition. We then yrathe costs associated with a vacancy
event by estimating market rent, potential downtand re-tenanting costs for the subject propertg.BMieve that our senior management team
has proven expertise and procedures in assessiagtteetention and vacancy costs, and therefoeslaantage in identifying, underwriting and
closing on attractive acquisition opportunities.

Selectivity: We are selective when deploying capital. The tt&@sactions effected by our company, our predecdsssiness, and their affilial
since 2004 represent only 3.7% of more than 4,@@0ifted transactions (that is, transactions tresspour initial screening) evaluated during
time.

Stable and Predictable Cash Flow Our portfolio is diversified by tenant, industmd geography, which tends to reduce risk and regsni
volatility. As of June 30, 2011, no single tenart@unted for more than 5.3% of our total annualized; no single industry represented more
than 14.1% of our total annualized rent; and nglsistate was the site for properties generatingerttan 16.4% of our total annualized rent.
Cash flow consistency across our portfolio is ewlkdrby our weighted average in-place remainingeléaisn of approximately 5.6 years as of
June 30, 2011, low costs for tenant improvemendsl@asing commissions and low capital expendit(résch, for the properties we owned in
2010, averaged 1% and 2% of pro forma net operaitmme during 2010, respectively). It is furthehanced by our expected high tenant
retention rate. From the date of our first acqigsi{August 11, 2006) through June 30, 2011, westamhieved an average tenant retention rate
of 85.7% with respect to our properties. For thegaeJanuary 1, 2011 through September 30, 201hawve achieved an 88% tenant retention
rate for those tenants whose leases were scheduéegbire in 2011. Our relatively high tenant reiem ratio serves to minimize downtime and
costs. We lease our properties primarily on adripét lease basis, which mitigates cash flow vdlatirising from fluctuations in property
operating expenses and capital expenditure reqaimesnWe have no current plans to pursue developarémalue add" lease up strategies;
however, we may pursue tenant-driven redevelopmgoortunities for the properties we own from tirodime.

Conservative Balance Sheet and Liquidity Positic As of June 30, 2011, we had a pro forma debmntutalized EBITDA ratio of
approximately 6.9x based on our pro forma resdltsperations for the six months ended June 30, 2@fdre giving effect to this offering.
EBITDA includes $1.3 million of gain on interesteaswap and $2.2 million of non-cash amortizatibatmve/below market leases for the six
months ended June 30, 2011 on a pro forma basi® #xclude these items, the pro forma deldrtoualized EBITDA ratio is 6.7x before givi
effect to this offering. We expect our debt-to-EBIA ratio to decrease as a result of this offerig target a debt-to-EBITDA ratio of between
5.0x and 7.0x, although we may exceed these |éuwmistime to time as we complete acquisitions. Adune 30, 2011, our debt was comprised
of a $140.7 million loan maturing in 2013, two Igantaling $106.6 million maturing in 2018, and%&5 million loan maturing in 2027. All of
this debt will initially bear interest at a fixedte, $140.7 million of which is fixed as a resdlga interest rate swap through January 31, 201.2. |
connection with the formation transactions, we edénto our $100 million credit facility (subjeict increase to $200 million under certain
circumstances) which matures in April 2014, withagrion to extend the maturity date for one addaioyear. As of October 25, 2011, we
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had $23.5 million of borrowing outstanding under tiedit facility. In addition, in July 2011, wetered into the $65 million CIGNA-3 facility.
Our transparent capital structure does not inctigleelopment financings, joint venture investmemtstber off balance sheet indebtedness. We
believe that this leverage and liquidity profils,vaell as the transparency and flexibility of oatemce sheet and our UPREIT structure,
facilitates future refinancings of our indebtednasd positions us to capitalize on external grosythortunities in the near term.
. Experienced Management Tear The five senior members of our management teara fignificant real estate industry experiencepigiog:

Mr. Butcher with 28 years of experience; Mr. Sudlivwith 29 years of experience; Mr. Mecke with 2@ of experience; Ms. Arnone with
23 years of experience; and Mr. King with 15 yezfrexperience. All five have had an active roletwour predecessor business for at least the
past four years. Four have previous public REI'Public real estate company experience.

Our Strategies

Our primary business objectives are to awd operate a balanced and diversified portfolisimgle-tenant industrial properties that maximieash flows
available for distribution to our shareholders, &ménhance shareholder value over time by actgestistainable long-term growth in FFO per shareuitin
the following strategies.

Investment Strategy

Our primary investment strategy is to aogjindividual Class B, single-tenant industrialpedies predominantly in secondary markets througtite
United States through third-party purchases antttstred sale-leasebacks featuring high initialdgéednd strong ongoing cash-on-cash returns.

We believe secondary markets tend to hes® dccupancy and rental rate volatility and lesgbcompetition compared with primary markets.oAs
June 30, 2011, our properties had an average anediaént of $4.12 per rentable square foot ofddaspace.

The performance of single-tenant propetgesis to be binary in nature—either a tenant ysngarent or the owner is paying the entire camydost of the
property. We believe that this binary nature freglyecauses the market to inefficiently price canget assets. In an attempt to avoid this binakyand paying
the entire carrying cost of a vacant property, ptainvestors in single-tenant properties ma tiar the application of rigid decision rules thatuld induce
buyers of single-tenant properties to avoid actjaiss where the tenant does not have an investgrade rating or where the remaining primary lease tis
less than an arbitrary number such as 12 yearadBgring to such inflexible decision rules, othefeistors may miss attractive opportunities thatame
identify and acquire.

We further believe that our method of usamgl applying the results of our due diligence amdability to understand and underwrite risk alows to
exploit this market inefficiency. Lastly, we belethat the systematic aggregation of individuapprties results in a diversified portfolio that igittes the risk
of any single property and produces sustainablenstwhich are attractive in light of the assodaisks. A diversified portfolio with low correladaisk—
essentially a "virtual industrial park"—facilitatdebt financing and mitigates individual propertyne@rship risk.

We do not employ a "top-down" market setecapproach to identifying acquisitions but ratBealuate potential acquisitions within the conteixthe
market in which they are located. Each submarkgftsasown unique market characteristics that detegrthe timing and amount of cash flow that can
reasonably be expected to be derived from the whifeof real estate asset in that market.
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Growth Strategy

External Growth through Acquisitions: Our target acquisitions are, predominantlydoadary markets across the United States, inghmilion to
$25 million range. Where appropriate potential mesupresent themselves, we also may acquire asgaisnary markets. Other institutional industnia&l
estate buyers tend to concentrate their effortauger deal sizes in select primary markets. Tloeegtthe competition for our target assets is priignéocal
investors who are not likely to have ready acceskebt or equity capital. In addition, our UPREtusture may enable us to acquire industrial prigeon a
non-cash basis in a tax efficient manner. We atsticue to develop our large existing network détienships with real estate and financial interiagds.
These individuals and companies give us accedgndisant deal flow—both those broadly marketed @nose exposed through only limited marketing.sehe
properties will be acquired primarily from thirdrpaowners of existing leased buildings and secdhdftom owner-occupiers through sale-leaseback
transactions. The market for third-party investneales transactions is less competitive than tleelsaseback market and therefore presents an tyyityrto
earn returns that we believe are attractive intlagftthe associated risks. We focus our acquisiictivities on our core property types: warehous#iution
facilities, manufacturing facilities, and flex/afé facilities (light assembly and research and ldgweent). Because we believe flex/office propertigscally
have higher tenant improvement and re-leasing ewgtdess likelihood of tenant retention compacedur other core property types, we focus more on
warehouse/distribution facilities and manufacturfiaglities and less on flex/office facilities. Fnotime to time, if an attractive opportunity preteitself, we
may consider portfolio acquisitions. As of June 3011, we were evaluating approximately $450 millod specific potential acquisitions that we have
identified as warranting further investment consadien after an initial review. We believe thatignéficant portion of the approximately 13.8 bilticquare fe
of industrial space in the United States falls withur target investment criteria and that ther@isample supply of suitable acquisition opporigasit

Upon approval of our independent directass have the right to acquire any of the Optionprties individually for a period of up to three mtiws after
notification that the property has stabilized, defl as 85% or greater occupancy pursuant to leasesst two years in remaining duration. See '@ert
Relationships and Related Transactions—Servicesekgents and Option Properties."

Internal Growth through Asset Management: Our asset management team seeks to maximibeloas by maintaining high retention rates andieg
vacant space, managing operating expenses andamaigtour properties. We seek to accomplish tloégectives by improving the overall performance and
positioning of our assets by utilizing our tenaglaitionships and leasing expertise to maintain pacay and increase rental rates. Our asset manatéraen
collaborates with our internal credit function wiigely monitor the credit profile of each of o@naants on an ongoing basis. Additionally, we woithw
national and local brokerage companies to markeiease available properties on advantageous t&mos the date of our first acquisition (August 2Q06)
through June 30, 2011, we have achieved an avezagat retention rate of 85.7% with respect topyoperties. For the period January 1, 2011 through
September 30, 2011, we have achieved an 88% tegtantion rate for those tenants whose leases sededuled to expire in 2011. As of June 30, 200, o
portfolio had approximately 1.3 million square femt9.0% of our total rentable square feet, abédldor lease.

The principal "value-added" component of asset management process is cost effective tesi@mtion. Our asset management team maintainstasme
dialogue with all tenants to identify lease extensbpportunities, both at lease expiration datescaming the term of the lease in response to

87




Table of Contents

BUSINESS

changing tenant requirements. In addition, ourtass@magement team monitors its assets on an ongasig through engagement and supervision of local
property managers and regular site visits and keepsnt on local market conditions through disarsswith brokers and principals and by trackingsaia
various reporting services.

Our asset management functions with respeatir properties include strategic planning aediglon making, centralized leasing activities and
management of third party leasing and property mameent companies. Our asset management/creditdearsees property management activities relating to
our properties, which include controlling capitapenditures and expenses that are not reimburbghiknants, making regular property inspectiongysseing
rent collections and cost control and planning landgeting activities. Tenant relations mattersluding monitoring of tenant compliance with theipperty
maintenance obligations and other lease provisemeshandled by in-house personnel for most opooperties and by third-party building managersdibrer
properties under our management.

Critical to our operating strategy is oatige monitoring of each tenant's credit profilen ®continuing basis, our asset management/cesdit tmonitors
the financial data provided by our tenants, inalgdjuarterly, semi-annual, or annual financial infation. We also have access to executive managemen
teams to discuss historical performance and fugMpectations of our tenants. The credit monitopgraress involves the review of key news development
financial statement analysis, management discussam the exchange of information with the otlsseamanagement specialists.

We also seek to maximize rental income bykimg to retain existing tenants and by activelyrketing space for which tenant renewals are niatioéd.
We take an active approach to managing our leag®lio, typically preparing our renewal or releagistrategy 12 months prior to scheduled lease &b
dates and entering into discussions with tenantisivadvance of such expiration dates. Furtherseek to stagger lease termination dates so amimize
the possibility of significant portions of the piafto becoming vacant at the same time. We ainmtodase the cash flow generated by our curreneptiep in
the portfolio and from the properties that we aogjin the future through rent increase provisionsur leases. In addition, we work actively to ntaiim or
improve occupancy levels by retaining existing teéaathereby minimizing "down time" and releasigts, and improving the occupancy levels through th
leasing of any vacant space.

Underwriting Strategy

We believe that our market knowledge, systand processes allow us to analyze efficientdyrigks in an asset's ability to produce cash fjoing
forward. We blend fundamental real estate analyifs corporate credit analysis in our proprietargdal to make a probabilistic assessment of casvsftbat
will be realized in future periods. For each asget,analysis focuses on:

. Real Estate. We evaluate the physical real estate within thext of the market (and submarket) in which Ibsated and the prospect for re-
tenanting the property if it becomes vacant byneating the following:

. market rent for this building in this location;
. downtime to re-lease and related carrying costs;
. cost (tenant improvements, leasing commissiongemqaired capital expenditures) to achieve the ptegemarket rent within the

projected downtime; and

. single-tenant or multi-tenant reuse.
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Deal Parameters. We evaluate the tenant and landlord obligati@mgained within the existing or proposed lease@thér transaction
documents.

Tenant Credit. We apply fundamental credit analysis to evaltiaetenant's credit profile by focusing on the teisacurrent and historical
financial status, general business plan, operaiskg, capital sources and earnings expectatiorsalb analyze SEC filings, press releases,
management calls, rating agency reports and otii@icgnformation. In the case of a private, maed firm, we will obtain financial informatic
from the tenant and calculate common measuresdft@trength such as debt-to-EBITDA and coverajes. For publicly rated firms, we use
the credit information issued by Moody's Investengces, Standard & Poor's, and Fitch Ratings. @#irs data and publicly available bond
default studies of comparable tenant credits, wienage the probability of future rent loss dueeaant default.

Tenant Retention. We assess the tenant's use of its property @&degree to which the property is central to than¢s ongoing operations,
the tenant's potential cost to relocate, the sugeigand dynamic in the relevant submarket andvh#adility of suitable alternative properties.
We believe tenant retention tends to be greateprigperties that are critical to the tenants' besses. Examples of properties which we believe
are critical to the tenant's business include tlewing:

. Our 148,298 square foot property located in Tavdfisida is the tenant's corporate headquarteddsathe only site where the tenant
designs and manufactures its sophisticated badugag#ing systems. In addition, the building is dteél with state of the art, high-tech
equipment that enables the tenant to produce pragystems.

. Our 187,200 square foot property located in Newitorth Carolina is the sole site for the assemilgdvanced satellite antennae and
communications equipment used by the U.S. Depattofddefense and certain foreign countries to neeiital command, control,
communications, computing and intelligence suraaitke requirements. This property is operated ohlzoBr a day basis and has
convenient access to interstate highways andeailce to three major ports for the distributiontefproducts.

. Our 366,000 square foot property located in Goshatiana is the tenant's sole U.S. manufacturicdifigand its key industrial
customers are located nearby. The tenant recenflyoved the building, consolidated its operationsiftwo other U.S. facilities to this
location and hired an additional 30 employees.

Financing Strategy

We intend to preserve a flexible capitalature and to utilize primarily debt secured bylgsf properties, structured such that in the cdskefault, the
lender's remedies are generally limited to recoweeryhe collateral. Although we are not requiredn@intain any particular leverage ratio under dwarter or
bylaws, we target a long-term average debt-to-EBATBtio of between 5.0x and 7.0x, although we megeed these levels from time to time as we complete

acquisitions.

In connection with our initial public ofieg and formation transactions, we entered into§0 million credit facility (subject to increase$200 million
under certain circumstances). In addition, in A0¥1, we entered into the CIGNA-3 facility whichai$65 million secured acquisition loan facilityeViind
property acquisitions through a combination of aagh available from offering proceeds, our creattlities and traditional mortgage financing. Where
possible, we also anticipate using common unitgeiddy our operating partnership to acquire praggeftom existing owners seeking a tax-deferred
transaction. We meet our long-term liquidity nettdsugh cash provided by

89




Table of Contents

BUSINESS

operations and use of other financing methods asade from time to time including, but not limitéo, secured and unsecured debt, perpetual and non

perpetual preferred stock, common equity issuariegsrs of credit and other arrangements. In &mditve may invest in properties subject to exgtin
mortgages or similar liens.

Our Properties
Our target properties fit into three geheedegories:

. Warehouse/Distribution—properties generally 200,@00,000,000 square feet in size with ceiling heddoetween 22 feet and 36 feet and used
to store and ship various materials and products.

. Manufacturing—properties generally 75,000 to 250,8Quare feet in size with ceiling heights betwgeérfieet and 22 feet and used to
manufacture all types of goods and products.

. Flex/Office—properties generally 50,000 square feet00,000 square feet in size and used for offfigee, light manufacturing, research and
development and warehousing.

We target Class B properties, as comparéidss A properties. The distinction between Chagsdustrial and Class B industrial propertiesusbjective.
However, we consider Class A and Class B indugtrigperties to be as follows:

. Class A industrial properties typically possesstobdshe following characteristics: concrete tifp-construction, clear height in excess of 26 1
a ratio of dock doors to floor area that is mormtione door per 10,000 square feet, truck couréslsb accommodate easy maneuvering of long-

haul tractor trailer trucks, energy efficient des@haracteristics, less than 15 years old and sdoatage generally in excess of 200,000 square
feet.

. Class B industrial properties typically vary frorfa€s A industrial properties in that they have sdauenot all of the features of the Class A
industrial properties. These properties remaintional but are less attractive to high volume disttion users.

Our definition of Class A and Class B may be défarfrom those used by other companies.
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As of June 30, 2011, we owned the propetiited below. Except as otherwise noted in tleenfotes, we own fee simple interests in all ofgheperties.

Number
of Year Built/Year Total Rentable

Property Address City Properties Asset Type Renovated(1) Square Feet
Delaware
111 Pencader Drive(1: Newark 1 Flex/Office 1991 28,65:¢
113 Pencader Drive(1: Newark 1 Flex/Office 1991 24,01
Florida
530 Fentress Boulevard Daytona

(22) Beach 1 Manufacturing 1982/198! 142,85
1301 North Palafox Stree

(12) Pensacoli 1 Flex/Office 1921/200! 30,62(
3100 West Fairfield Drive

(12) Pensacoli 1 Flex/Office 1969/199. 7,40¢
476 Southridge Industria

Drive(12) Tavares 1 Manufacturing 1989/200: 148,29¢
Georgia
1707 Shorewood Drive

(13) LaGrange 1 Warehouse/Distributic 1980/198! 249,71((4)
Idaho
805 North Main Street(1: Pocatellc 1 Flex/Office 1960/199! 43,35:
Indiana
1515 East State Road 8

(12) Albion 8 Manufacturing 1966/199. 319,518
2350 County Road 6(1: Elkhart 1 Warehouse/Distributic 1977 150,7145)
53105 Marina Drive(12  Elkhart 1 Warehouse/Distributic 1978/198: 18,00(
2600 College Avenue(1: Gosher 1 Warehouse/Distributic 1978/200: 366,00(
lowa
102 Sergeant Square Dri Sergeant

(12) Bluff 1 Flex/Office 1980/198 148,13:
Kansas
One Fuller Way(12 Great Benc 2 Warehouse/Distributic 1972/200: 572,11.
Kentucky
300 Spencer Mattingly

Lane(12) Bardstowr 1 Warehouse/Distributic 1996/199 102,31¢
1355 Lebanon Road(1 Danville 1 Warehouse/Distributic 1971/199 766,18!
Maine
21 Schoodic Drive(12 Belfast 5 Flex/Office 1997/2001 318,97¢6)
19 Mollison Way(12 Lewiston 1 Flex/Office 199t 60,00(
Maryland
15 Loveton Circle(12 Sparks 2 Flex/Office 1980/200: 34,80(
Massachusetts
37 Hunt Road(12 Amesbury 1 Flex/Office 200( 78,04(
219 Medford Street(12 Malden 1 Manufacturing 1974/198! 46,12¢
243 Medford Street(12 Malden 1 Manufacturing 1975/198! 63,81«
Michigan
50900 E. Russell Schmic

(12) Chesterfielc 1 Warehouse/Distributic 1969/200! 311,04
50501 E. Russell Schmic

(12) Chesterfielc 1 Warehouse/Distributic 1971/200 68,30(
50371 E. Russell Schmic

(22) Chesterfielc 1 Warehouse/Distributic 1972 49,61
50271 E. Russell Schmic

(12) Chesterfielc 1 Warehouse/Distributic 1971 49,84¢
2640 Northridge(14 Walker 1 Warehouse/Distributic 199t 210,00(
900 Brooks Avenue(1:z Holland 1 Warehouse/Distributic 1969/200° 307,57¢7)
414 E. 40th Street(1: Holland 1 Manufacturing 1970/198! 198,82:
7009 West Mount Hope

Highway(14) Lansing 1 Warehouse/Distributic 200¢ 231,00(
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Minnesota

4750 County Road 13 N
(13)

19850 Diamond Lake
Road(14)

Mississippi

4795 -55 North(12)

1102 Chastain Drive(1:

Missouri

8950 & 8970 Pershall
Road(12)

3801 Lloyd King Drive
(14)

New Jersey

251 Circle Drive North
(15)

190 Strykers Road(1!

New York

40-60 Industrial Parkwa
(13)

5786 Collett Road(2)(1z2

North Carolina

1187 Telcom Drive(13

165 American Way(12

200 Woodside Drive(1:

300 Forum Parkway(1:

3700 Display Drive(14

10701 Nations Ford Ro:
(14)

1500 Prodelin Drive(13

313 Mooresville Blvd.
(14)

Ohio

8401 Southern Blvd(1z

365 McClurg Road(12

1011 Glendale Milford
Road(12]

818 Mulberry Street(12

4646 Needmore Road(1

800 Pennsylvania Aven
12)

5160 Greenwich Road
(13)

5180 Greenwich Road
(13)

9777 Mopar Drive(14

7990 Bavaria Road(1:

1100 Performance Plac
12)

Oregon

4060 Fairview Industrial
Drive (Building A)(14)

4050 Fairview Industrial
Drive (Building B)(14)

Pennsylvania

700 Waterfront Drive(13

405 Keystone Drive(1:

South Dakota

1400 Turbine Drive(12

Number
of Year Built/Year Total Rentable
City Properties Asset Type Renovated(1) Square Feet
Alexandria 1 Manufacturing 1991/200 172,17(
Rogers 1 Warehouse/Distributic 2001 386,72
Jacksor 1 Flex/Office 1968/200; 39,90¢
Jacksor 1 Flex/Office 1975/200° 11,60(
Hazelwood 1 Warehouse/Distributic 1966/199 249,44
O'Fallon 1 Warehouse/Distributic 1995/200! 77,00(
Piscataway 1 Warehouse/Distributic 1977/198: 228,00(
Lopatconc 1 Manufacturing 198¢ 87,50(
Cheektowagi 1 Warehouse/Distributic 1968/200. 121,76(
Farmingtor 1 Warehouse/Distributic 199t 149,65
Creedmool 1 Warehouse/Distributic 1975/200. 243,04¢
Jeffersor 2 Manufacturing 1998/200! 103,57
Lexington 1 Warehouse/Distributic 1999/200: 201,80(
Rural Hall 1 Warehouse/Distributic 199: 250,00(
Charlotte 1 Warehouse/Distributic 2001 465,32:
Charlotte 1 Warehouse/Distributic 1975/199 491,02!
Newton 1 Warehouse/Distributic 2001 187,20(
Mooresville 1 Warehouse/Distributic 200¢ 300,00(
Boardmar 1 Manufacturing 195¢ 95,00(
Boardmar 1 Warehouse/Distributic 1958/199: 175,90(
Cincinnati 1 Flex/Office 1957/200: 114,5348)
Canton 1 Warehouse/Distributic 1871/200! 448,00(
Dayton 1 Flex/Office 1974/199: 113,00(
Salem 1 Manufacturing 1968/198 251,00(
Seville 1 Warehouse/Distributic 1962/200: 75,00((9)
Seville 1 Warehouse/Distributic 1962/200: 270,00((9)
Streetsbor( 1 Warehouse/Distributic 199¢ 343,41t
Twinsburg 1 Warehouse/Distributic 1992 120,77-
Youngstowr 1 Warehouse/Distributic 1996/200: 153,70¢
Salem 1 Manufacturing 199¢ 108,00(
Salem 1 Manufacturing 200C 47,90(
Pittsburgh 1 Flex/Office 199¢ 53,18:
Warrendale 1 Warehouse/Distributic 199¢ 148,00(
Rapid City 1 Flex/Office 1991/199 137,00(
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Number
of Year Built/Year Total Rentable

Property Address City Properties Asset Type Renovated(1) Square Feet
Tennesset
538 Myatt Drive(14; Madison 1 Warehouse/Distributic 1984 418,40¢
90 Deer Xing Road(14¢ Vonore 1 Warehouse/Distributic 2002 342,70(
4405 Michigan Avenue

Road(14) Cleveland 1 Warehouse/Distributic 198¢ 151,70
Texas
3311 Pinewood Drive

(12) Arlington 1 Warehouse/Distributic 1970/198! 94,13:
2550 N. Mays Street(1 Round Rock 1 Manufacturing 1979/200 79,18(
101 Apron Road(3)(1: Waco 1 Warehouse/Distributic 199¢ 66,40(
1801 Riverbend West

Drive(14) Fort Worth 1 Warehouse/Distributic 1997/199! 101,50(
Virginia
6051 North Lee

Highway(12) Fairfield 1 Manufacturing 1997/200- 75,221
2311 North Lee

Highway(12) Lexington 1 Warehouse/Distributic 198t 15,08¢
Wisconsin
2111 S. Sandra Street

(12) Appleton 1 Manufacturing 1979/199I 145,51410)
605 Fourth Street(1: Mayville 1 Manufacturing 1959/198:i 339,17¢
8900 N. 55" Street(12, Milwaukee 2 Warehouse/Distributic 1973/200: 117,56
200 West Capitol Drive

(12) Milwaukee 1 Manufacturing 1926/194 270,00(
1615 Commerce Drive

(13) Sun Prairie 1 Warehouse/Distributic 1989/199. 427,00(11)
Total 93 14,209,59

Q) Renovation means a material upgrade, alterati@udition to a building or building systems resudtin increased marketability of the
property.

(2)  Subject to ground lease under PILOT program.

(3)  Subject to ground lease.

(4) Includes 38,026 rentable square feet of office spac

5) Includes 49,015 rentable square feet of office epac

(6) Includes 25,236 rentable square feet of warehoisseidition space.
) Includes 24,576 rentable square feet of office epac

(8) Includes 57,195 rentable square feet of warehoisseidition space.
9) Ohio Wholesale's total rental payment allocatetijding square footage.
(10) Includes 14,754 rentable square feet of office epac

(11) Includes 62,161 rentable square feet of office spac

(12) This property secures the Anglo Irish master loan.

(13) This property secures our credit facility.

(14) This property secures the CIGNA acquisition loatiliiges.

(15) This property secures the loan from CIBC, |
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Property Diversification

The following table sets forth informatioglating to diversification by property type in quortfolio based on total annualized rent as oJ80, 2011.

Total
Percentage Annualized Percentage
Total Total of Total Rent per Total of Total
Number of Rentable Rentable Leased Annualized Annualized
Property Type Properties Occupancy(1) Square Feet Square Feet Square Foot Rent Rent
(dollars in
thousands)
Warehouse/Distributio 46 91.4% 10,272,69 72.2% $ 35 $ 32,87¢ 61.7%
Flex/Office 21 89.1% 1,243,22 8.7% 10.1¢ 11,23t 21.1%
Manufacturing 26 90.6% 2,693,67 19.(% 3.7 9,161 17.2%
Total/Weighted
Average 93 91.(% 14,209,59 100.(% $ 41z $ 53,26¢ 100.(%
1) Calculated as the average occupancy weighted By maperty's rentable square footage. A few pragettave more than one tenant.

Geographic Diversification

The following table sets forth informatioglating to geographic diversification by stateur portfolio based on total annualized rent adusfe 30, 2011.

Total
Percentage Annualized Percentage
Total Total of Total Rent per Total of Total
Number of Rentable Rentable Leased Annualized Annualized
State Properties Occupancy(1) Square Feet Square Feet Square Foot Rent Rent
(dollars in
thousands)

North Caroling 9 100.(% 2,241,97. 15.6% $ 3.8¢ 8,72¢ 16.2%
Ohio 11 80.6% 2,160,33! 15.2% 3.07 6,63¢ 12.5%
Michigan 8 94.8% 1,426,20 10.(% BN 4,45¢ 8.4%
Wisconsin 6 98.9% 1,299,26: 9.1% 2.8¢2 3,67z 6.€%
Tennesse 3 100.(% 912,81( 6.4% 3.2¢ 2,99¢ 5.€%
Maine 6 100.(% 378,97¢ 2.7% 7.3¢ 2,77¢ 5.2%
Indiana 11 92.(% 854,22¢ 6.C% ELiE 2,69¢ 5.1%
Minnesota 2 100.(% 558,89: 3.€% 4.2¢ 2,392 4.5%
Kentucky 2 100.(% 868,50: 6.1% 2.72 2,361 4.4%
Florida 4 56.6% 329,18 2.2% 5.67 1,86¢ 3.5%
lowa 1 100.(% 148,13: 1.C% 12.0C 1,77¢ 3.2%
New Jersey 2 100.(% 315,50( 2.2% 5.4 1,71¢ 3.2%
All Others 28 79.6% 2,715,59' 19.2% 8.7¢ 11,18¢ 21.(%
Total/Weighted

Average 93 91.(% 14,209,59 100.(% $ 41z $ 53,26¢ 100.(%

1) Calculated as the average occupancy weighted By maperty's rentable square footage. A few pragettave more than one tenant.
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Industry Diversification

The following table sets forth informaticglating to tenant diversification by industry iargortfolio based on total annualized rent asuoieJ30, 2011.

Percentage
Total Percentage of Total of Total
Number of Total Leased Total Leased Annualized Annualized
Industry Leases(1) Square Feet Square Feet Rent Rent
(dollars in
thousands)
Containers & Packagir 8 1,975,89: 15.2%$ 7,49¢ 14.1%
Business Service 6 777,96( 6.C% 5,181 9.7%
Personal Produc 6 1,734,48' 13.4% 5,08¢ 9.5%
Automotive 6 1,290,28I 10.(% 4,93t 9.2%
Aerospace & Defens 7 665,93( 5.1% 3,651 6.€%
Industrial Equipment, Components &

Metals 7 824,31¢ 6.4% 3,62¢ 6.€%
Retail 3 1,069,72! 8.3% 3,48: 6.5%
Food & Beverage 3 925,70( 7.2% 3,30¢ 6.2%
Technology 6 678,85( 5.2% 3,20¢ 6.C%
Finance 2 387,22° 3.C% 3,11¢ 5.8%
Office Supplies 4 1,277,85: 9.S% 3,04z 5.7%
Non-Profit/Governmen 5 127,22: 1.C% 1,47¢ 2.8%
Healthcare 3 192,23( 1.5% 1,39¢ 2.€%
Air Freight & Logistics 3 242,29: 1.%% 1,09¢ 2.1%
Educatior 3 108,84t 0.8% 1,09z 2.1%
Building Materials 2 370,05( 2.S% 774 1.5%
Household Durable 1 117,56« 0.S% 557 1.C%
Other 3 170,30 1.2% 75% 1.4%
Total 78 12,936,73 100.%$ 53,26¢ 100.(%

(1)  Asingle lease may cover space in more than oridibgi
Acquisition Properties

Since June 30, 2011, we have acquired diti@ubl seven properties totaling approximately &illion square feet for approximately $65.5 noitliand
have entered into purchase and sale agreemertquo@an additional two properties totaling apjpmately 0.3 million square feet for approximately
$12.2 million. We can make no assurance that weawguire either of the two acquisition propertiest are currently subject to a purchase and spieement
or, if we do, what the terms or timing of any sadguisition will be. As of June 30, 2011, the asdign properties were 100% leased. As of Jun€80}1, the
seven acquisition properties that have been adatjhid a weighted average lease term of 6.1 yedrthartwo acquisition properties under contract fad
weighted average lease term of 8.6 years. Baséghses in place as of June 30, 2011, the acquigitioperties provide an aggregate of approximately
$7.5 million of total annualized rent, including aggregate of approximately $1.1 million of totahaalized rent from properties that are currently
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subject to a purchase and sale agreement. Thevioidable sets forth additional information regagithe acquisition properties.

Total
Number of Year Year Rentable

Property Address City Properties Asset Type Built Renovated(2) Square Feet
Georgia
2175 East Park Drive(: Conyers 1 Warehouse/Distributio 199% 201C 226,25t
Kentucky
947 E Main Street(3) Georgetown 1 Warehouse/Distribution 2001 NA 97,50(
6350 Ladd Avenue(1 Louisville 1 Warehouse/Distributio 199¢ NA 191,82(
6400 Ladd Avenue(1 Louisville 1 Warehouse/Distributio 1977 NA 306,00(
Massachusetts
202 South Washington Street Norton 1 Warehouse/Distributio 199¢ 200% 200,00(
Missouri
7275 Hazelwood Avenue(! Berkeley 1 Warehouse/Distributio 197¢ 200¢ 305,55(
North Carolina
3250 US Highway 70 West(: Smithfield 1 Warehouse/Distributio 2001 NA 190,85!
Ohio
1120 Morrison Roar Gahannz 1 Warehouse/Distributio 1982 2007 383,00(
Oregon
1600 NE 181st Avenue(1) Gresham 1 Warehouse/Distribution 196( 200¢ 420,69(
Total 9 2,321,67

1) This property secures the CIGNA acquisition loatilfiées.

) Renovation means a material upgrade, alterati@udition to a building or building systems resugtin increased marketability of the property.

3) Property under contract and we consider its actijiisio be probable; however, we can make no assearthat we will acquire the property or, if we ddat the terms or timing of any such acquisition

will be.

(4) This property secures a loan with another lendénénprincipal amount of approximately $6.2 million

(5) This property secures a loan with another lendénénprincipal amount of approximately $7.2 million

Tenants

Our portfolio of properties has a stabld diversified tenant base. As of June 30, 2011 pooperties were 91.0% leased to 74 tenants imiatyaf
industries, with no single tenant accounting forenihan 5.3% and no single industry accountingrfore than 14.1% of our total annualized rent. Gur 1
largest tenants account for 32.2% of our annualigatl We intend to continue to maintain a divéesifmix of tenants to limit our exposure to anygntenant
or industry.
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The following table sets forth informatiahout the 10 largest tenants in our portfolio basetbtal annualized rent as of June 30, 2011.

Percentage
Percentage o Total of Total
Number of Total Leased Total Leased Annualized Annualized
Tenant Properties Square Feet Square Feet Rent Rent
(dollars in thousands)
International Pape 2 573,32 4.4% $ 2,82¢ 5.2%
Bank of Americe 5 318,97¢ 2.5% 2,232 4.2%
Spencer Gifts 1 491,02¢ 3.8% 1,89(C 3.5%
Stream Internations 1 148,13: 1.1% 1,77¢ 3.2%
Berry Plastics 2 315,50( 2.4% 1,71¢ 3.2%
Archway Marketing Service 1 386,72 3.L% 1,62t 3.(%
ConAgra Food: 1 342,70( 2.€% 1,38¢ 2.6%
JCIM 1 231,00( 1.8% 1,372 2.%
Fuller Brush Compan 2 572,11 4.4% 1,211 2.2%
Chrysler Groug 1 343,41t 2.7% 1,19¢ 2.2%
Total 17  3,722,91. 28.1% $ 17,23¢ 32.2%
Leases
Overview

Triple net lease. In our triple net leases, the tenant is resibdm$or all aspects of and costs related to thwperty and its operation during the lease te
The landlord may have responsibility under thedeasperform or pay for certain capital repairseplacements to the roof, structure or certainding
systems, such as heating and air conditioning meddppression. The tenant may have the rigertninate the lease or abate rent due to a majoattgor
condemnation affecting a significant portion of fireperty or due to the landlord's failure to perfats obligations under the lease. As of June2BQ 1, there
were 68 triple net leases in our property portfodin93.8% of our total annualized rent.

Modified gross lease. In our modified gross leases, the landlore&&ponsible for some property related expensesglthinlease term, but the cost of
most of the expenses is passed through to thettéarareimbursement to the landlord. The tenant imaye the right to terminate the lease or abatedesto a
major casualty or condemnation affecting a sigaifiicportion of the property or due to the landefdilure to perform its obligations under the a&s of
June 30, 2011, there were six modified gross leiasesr property portfolio, or 3.9% of our totalraralized rent.

Gross lease. In our gross leases, the landlord is respoasdyl all aspects of and costs related to the ptpged its operation during the lease term. The
tenant may have the right to terminate the leasdbate rent due to a major casualty or condemnatffecting a significant portion of the propertycare to the
landlord's failure to perform its obligations undee lease. As of June 30, 2011, there were fmssgleases in our property portfolio, or 2.3% af toal
annualized rent.

Lease Expirations

As of June 30, 2011, our weighted averagaace remaining lease term was approximately®&ass. In addition, from the date of our first asgion
(August 11, 2006) through June 30, 2011,
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we have achieved an average tenant retention f&te @6 with respect to our properties. For thequedanuary 1, 2011 through September 30, 201have
achieved an 88% tenant retention rate for thosantsrwhose leases were scheduled to expire in ZBElLfollowing table sets forth a summary scheddle
lease expirations for leases in place as of Jun2@UL, plus available space, for each of the 1éhdar years beginning with 2011 and thereafteuin
portfolio (dollars in thousands, except per sqiact data). The information set forth in the tadfsumes that tenants exercise no renewal optiehsaearly
termination rights.

Percentage Percentage
Number of Total of Total Total of Total
Leases Rentable Expiring Annualized Annualized
Year of Lease Expiration Expiring Square Feet Square Feet Rent(1) Rent
(dollars in
thousands)

Available 1,272,85!

MTM(2) — 73,01¢ 0.6% $ 13€ 0.3%
2011 5 264,83¢ 2.% 1,65¢€ 3.1%
2012 16 1,805,71. 14.(% 7,42¢ 13.%
2013 9 1,816,10: 14.(% 5,79(C 10.9%
2014 11 1,759,62! 13.6% 7,572 14.2%
2015 5 303,73: 2.2% 1,46¢ 2.8%
2016 8 1,257,95! 9.7% 5,76t 10.8%
2017 7 1,377,01: 10.€% 6,334 11.%
2018 2 420,47¢ 3.2% 2,58¢ 4.9%
2019 2 521,64¢ 4.C% 2,80¢ 5.3%
2020 1 53,18: 0.4% 42C 0.8%
Thereaftel 12 3,283,42. 25.5% 11,30¢ 21.1%
Total 78 14,209,59 100.(% $ 53,26¢ 100.(%

(1)  Total annualized rent does not include any grostupenant reimbursements and we had no rent ateaits in effect as of June 30, 2011.

2) Month-to-month leases.
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Historical Tenant Improvements and Leasing Commisgins

The following table sets forth certain biital information regarding leasing related (revegenerating) tenant improvement and leasing cesian
costs for tenants at the properties in our pordftiirough June 30, 2011 (dollars in thousands,mxmer square foot data).

YTD
YTD Square 2011 Square 2010 Square 2009 Square 2008
2011 Feet PSF(1) 2010 Feet PSF(1) 2009 Feet PSF(1) 2008 Feet PSF(1)

Tenant Improvement

New(2) $ 14 83,18: $ 0.17 $ 152 8751 $ 174 8% — — $ —$ — — $ —

Renewal(3; 64 663,49 0.1 26 580,40 0.04 — 477,54 — — — —
Total Tenant Improvemer $ 78 746,67t $ 0.1C $ 17¢ 667,92( $ 027 $ — 477,54. § —$ — — $ —
Leasing Commission

New $ 32 83,18 $ 0.3t $ 184 87511 $ 21C $ — — $ —$ — — —

Renewal 36 663,49 0.0t 13C 580,40 0.2z 20  477,54: 0.0 — — —
Total Leasing Commissio $ 68 746,67t $ 0.0¢ $ 314 667,92( $ 047 $ 20 47754:$ 0.0 $ — — 3 —

Total Tenant
Improvements &

Leasing Commissior ~$ 14€ 746,67t $ 0.2( $ 49z 667,92( $ 074 $ 20 47754: $ 0.0¢ $ — — $ —
1) Tenant improvements and lease commission per sdoairé'PSF") amount is calculated by dividing thggregate costs by the aggregate square footagé fieals that were completed during that
period.
(2) New leases represent all leases other than rerleasss.
3) Renewal leases represent new leases entered itfit@xisting tenants for the same premises. Preljideased month-to-month leases are not includetigcalculation.

In the third quarter of 2011, we incurredts related to a flex-office property in Cincirin&thio, for which the tenant executed an earlyesion of the
lease for a 10 year term. This lease extensionrgerteapproximately $840,000 in tenant improvencests to be repaid in the form of base rent overltx
year term at an interest rate of 10.0% plus atgasbmmission of approximately $210,000.

Historical Capital Expenditures

The following table sets forth certain infation regarding historical maintenance (non-rereegenerating) capital expenditures at the progeeiti our
portfolio through June 30, 2011 (dollars in thowtsrexcept per square foot data). For 2008, 20628m0, the table below includes properties that we
acquired from Fund Ill, Fund IV and STAG Gl in dormation transactions.

YTD
YTD Square 2011 Square 2010 Square 2009 Square 2008
2011 Feet PSF(1) 2010 Feet PSF(1) 2009 Feet PSF(1) 2008 Feet PSF(1)

Total Non-Recurring

Capital Expenditures(z $ 48t 12,993,88 $ 0.0¢ $ 1,61¢ 10,530,87' $ 0.1t $ 1,27/ 9,582,67. $ 0.1Z $ 197 8,608,09' $ 0.0z
Total Recurring Capital

Expenditures(3 $ 10€ 12,993,88 $ 0.01 $ 292 10,530,87' $ 0.0¢ $ 19€¢ 9,582,67. $ 0.0z $ 11€ 8,608,09' $ 0.01

Total Non-Recurring &
Recurring Capital

Expenditures $ 591 12,993,88 $ 0.0t $ 1,91z 10,530,87 $ 0.1¢ $ 1,47C 9,582,67: $ 0.1t $ 315 8,608,09' $ 0.0%
1) Capital Expenditure PSF amount is calculated bidiig the aggregate costs by the time-weightedeggge square footage including properties whereapital was incurred.
) Non-recurring capital expenditures are long livegenditures such as the replacement of roofs.
3) Recurring capital expenditures are shorter livepleexditures.

99




Table of Contents

BUSINESS

To date, we have not purchased a propleatyrequires development or significant renovatinem time to time, we may purchase a building vhi#t
require a near term roof replacement. We typidaltfor the cost of the roof replacement into thecpase price or hold reserves for the replacenherie
third quarter of 2011, we purchased a warehoudghdi§on property in Gresham, Oregon for which expect to incur a $400,000 partial roof replacement
which was reflected in the negotiation of the ar@ipurchase price. On an annual basis, we bullggirbjected costs of repairs and maintenanceabuhe
majority of our properties are single tenant asgbhé&se costs are minimal.

Property Management Agreements

Of the 93 properties in our portfolio aslahe 30, 2011, we manage 56 properties and tlee 8Thproperties are managed by external propeatyagers
where the leases require an on-site manager, Whetguildings are vacant or where there are maltighants under gross leases. While the fees pdiglu
these property management agreements vary accdaithg number and size of the properties managatkrally all of these property management agrets
contain one year terms, automatically renewed srtksninated with 30 days' notice, provide for papirof set fees and reimbursement of certain casts,
allow termination without cause with 30 days' netic

Description of Certain Debt
As of June 30, 2011, we had the followingrtpage debt outstanding:

. the Anglo Irish master loan with an outstandingabak of approximately $140.7 million and a varighterest rate of LIBOR plus 3.00% per
annum (rate swapped to fixed rate of 5.165% thralagtuary 31, 2012), scheduled to mature on Oc®ihe2013;

. the CIGNA-L facility with an outstanding balance of approxieia $60.7 million and an interest rate of 6.50% @enum scheduled to mature
February 1, 2018;

. the CIGNA-2 facility with an outstanding balance of approxieta $45.9 million and an interest rate of 5.75% @enum scheduled to mature
February 1, 2018 (which had approximately $19.1ionilin borrowing capacity remaining as of June 3011); and

. a note from CIBC, Inc. with an outstanding balaot&8.5 million and an interest rate of 7.05% pemwm scheduled to mature on August 1,
2027. The interest rate increases to the great®06£6 and the treasury rate as of August 1, 2042296 beginning in August 2012 and
continues through maturity but is prepayable atffgan May 1, 2012 through and including August @12.

These loan agreements are generally naurse.

The Anglo Irish master loan contains a lawalue requirement with respect to the colldtpraperties that is measured annually and a mimrdebt
service coverage ratio that is measured semi-alyn@ur loans with CIGNA contain a 62.5% loan-tdasarequirement (including all acquisition costsjhw
respect to the collateral properties and a minindeft service coverage ratio of 1.5x, each to besared at each loan advance, but not as contininagdial
covenants.

In connection with our formation transantpwe entered into our $100 million credit fagilitith several financial institutions (subject eiease to
$200 million under certain circumstances). As ofader 25, 2011, we had $23.5 million of borrowinggstanding under our credit facility. We use faisility
for property acquisitions, working capital requiremts and other general corporate purposes. Thé faeility contains customary terms, covenants aticer
conditions for credit facilities of this
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type. In addition, on July 8, 2011, we entered th®$65 million CIGNA-3 facility with CIGNA with a interest rate of 5.88% per annum and scheduled to
mature in September 2019.

We are currently in compliance with theaficial covenants in our loan agreements.

As of October 25, 2011, we had approxinya$d5.5 million credit facility capacity immediayehvailable to us under the $100 million creditilfac(with
up to approximately $41.0 million available upoe 8atisfaction of certain lender conditions) toduvorking capital and property acquisitions anéxecute
our business strategy.

Regulation
General

Our properties are subject to various lawdinances and regulations, including regulati@tating to common areas and fire and safety requeénts. We
believe that we have the necessary permits anaegigrto operate each of our properties.

Americans with Disabilities Act

Our properties must comply with Title Ifi the ADA to the extent that such properties angblic accommodations” as defined under the ADA. ¢éirttie
ADA, all public accommodations must meet federguieements related to access and use by disabtedn®e The ADA may require removal of structural
barriers to access by persons with disabilitieseiriain public areas of our properties where seaowval is readily achievable. Although we belidvattthe
properties in our portfolio in the aggregate sufissdly comply with present requirements of the AD#d we have not received any notice for corradtiom
any regulatory agency, we have not conducted a celmepsive audit or investigation of all of our pedjes to determine whether we are in complianck an
therefore we may own properties that are not ingl@nce with the ADA.

ADA compliance is dependent upon the teésamtecific use of the property, and as the usepsbperty changes or improvements to existingespace
made, we will take steps to ensure compliance. Biopdiance with the ADA could result in additionalsts to attain compliance, imposition of fines bg t
U.S. government or an award of damages or att@riegs to private litigants. The obligation to magadily achievable accommodations is an ongoirgg on
and we will continue to assess our properties andake alterations to achieve compliance as negessa

Environmental Matters

Our properties are subject to various faklatate and local environmental laws. Under thass, courts and government agencies have thewdytko
require us, as owner of a contaminated propertgiean up the property, even if we did not knovoofvere not responsible for the contamination. €Haw/s
also apply to persons who owned a property atithe it became contaminated, and therefore it isipswe could incur these costs even after wessefle of
our properties. In addition to the costs of clegranvironmental contamination can affect the valfia property and, therefore, an owner's abilitpadorow
using the property as collateral or to sell thepprty. Under applicable environmental laws, coartd government agencies also have the authorisgtare
that a person who sent waste to a waste dispashtyfasuch as a landfill or an incinerator, pay the clean-up of that facility if it becomes camtnated and
threatens human health or the environment. We iringgoperties historically used for industrialanufacturing and commercial purposes. Certain of ou
properties are on or are adjacent to or near q@ifigrerties upon which others, including former
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owners or tenants of our properties have engagedayg in the future engage, in activities that rgaperate or release petroleum products or othertleas o
toxic substances.

Environmental laws in the United State® atxjuire that owners or operators of buildingstaiming asbestos properly manage and maintaingbestos,
adequately inform or train those who may come @aistact with asbestos and undertake special piecautncluding removal or other abatement, indtent
that asbestos is disturbed during building renovatir demolition. These laws may impose fines agmhfiies on building owners or operators who fail t
comply with these requirements and may allow tpadies to seek recovery from owners or operatargérsonal injury associated with exposure to stelse
According to Phase | environmental assessmentapgdmt the time of acquisition, 12 of our prosrtire known to have asbestos containing mateals.
immediate action was recommended to address thesmces and, as a result, we do not currentlytpléake any actions to address these instances.
Additionally, 15 of our properties are suspecteti@fing asbestos containing materials due to teefthe building and observed conditions. No imiated
action was recommended to address these instandeasaa result, we do not currently plan to takeactions to address these instances. In the efant
building renovation or demolition, a comprehensigbestos inspection would be performed to deterprioer handling and disposal of any asbestos
containing materials.

Furthermore, various court decisions hastatdished that third parties may recover damagemjury caused by property contamination. Fotanse, a
person exposed to asbestos at one of our proparéigseek to recover damages if he or she suffgng/ifrom the asbestos. Lastly, some of these
environmental laws restrict the use of a propertglace conditions on various activities. An exaewbuld be laws that require a business using atesio
manage them carefully and to notify local officithat the chemicals are being used.

We could be responsible for any of the £détcussed above. The costs to clean up a coragdiproperty, to defend against a claim, or toplgiwith
environmental laws could be material and could esblg affect the funds available for distributiandur shareholders. All of our properties were sabjo a
Phase | or similar environmental assessment bypentdent environmental consultants at the time gfiadion. We generally expect to continue to afbti
Phase | or similar environmental assessment bypentdent environmental consultants on each propeidy to acquiring it. However, these environmental
assessments may not reveal all environmental twstsnight have a material adverse effect on ogimass, assets, results of operations or liquatity may
not identify all potential environmental liabilise

In addition, we maintain a portfolio enviroental insurance policy that provides coveraggétential environmental liabilities, subject te@ tholicy's
coverage conditions and limitations.

In 2009, a former tenant in our propertypaytona Beach, Florida became insolvent and ceggetions. When the tenant ceased operation§jdhea
Department of Environmental Protection sought teetthe hazardous materials, solid wastes and ukezhved from the site and all of the process
equipment decontaminated. Due to the insolvendfi@former tenant, such tasks became the resphitysitfiour predecessor business. We contracteld wit
qualified environmental remediation specialistgligpose of the hazardous materials and decontagramat remove the process equipment. The project was
monitored by the Florida Department of EnvironméRt@tection. In a letter dated February 25, 2@46,Florida Department of Environmental Protection
stated that no hazardous waste, solid waste oraikezained at the property, which closed thetemaf otal remediation costs incurred were appratéty
$291,000, the majority of which has been paid byemvironmental insurance.
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We can make no assurances that future ladgances or regulations will not impose mategialironmental liabilities on us, or the currentieonmenta
condition of our properties will not be affectedtieyants, the condition of land or operations antltinity of our properties (such as releases ftorergrounc
storage tanks), or by third parties unrelated to us

Insurance

We carry comprehensive general liabilitse,fextended coverage and rental loss insurangeriog all of the properties in our portfolio undeblanket
insurance policy. In addition, we maintain a pditf@nvironmental insurance policy that providesemge for potential environmental liabilities, gdb to the
policy's coverage conditions and limitations. Gailgr we do not carry insurance for certain losgaduding, but not limited to, losses caused lopéls (unles
the property is located in a flood plain), eartHees acts of war, acts of terrorism or riots. Whelve the policy specifications and insured lindte appropriat
and adequate given the relative risk of loss, te of the coverage and standard industry pradtio&ever, our insurance coverage may not be seffido
fully cover all of our losses.

Competition

In acquiring our target properties, we cetepvith other public industrial property sectorlRE single-tenant REITs, income oriented non-tcREITSs,
private real estate fund managers and local réaleevestors and developers. The last named glocgl real estate investors and developers, fisity has
represented our dominant competition for dealgtoey typically do not have ready access to cr&dé.also face significant competition in leasingike
properties to prospective tenants and in re-leagiage to existing tenants.

Employees

As of June 30, 2011, we employed 27 fullediemployees. We believe that our relationshipk witr employees are good. None of the employees is
represented by a labor union.

Legal Proceedings

From time to time, we are party to varitagsuits, claims and other legal proceedings thiaéan the ordinary course of our business. Wenate
currently a party, as plaintiff or defendant, ty d&gal proceedings which, individually or in thggaegate, would be expected to have a materiattedfe our
business, financial condition or results of operagiif determined adversely to us.

Our Corporate Information

Our principal executive offices are locase®9 High Street, 28th Floor, Boston, Massachsi®2110. Our telephone number is (617) 574-471r. O
website is www.stagindustrial.com. The informatfoand on, or otherwise accessible through, our Welsnot incorporated into, and does not fornag pf,
this prospectus or any other report or documenfileevith or furnish to the SEC.
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Directors, Executive Officers and Certain Other Offcers

Our board of directors consists of sevemiyers, including a majority of directors who anedépendent” directors with independence being ohétexd in
accordance with the listing standards establislyettidd NYSE. All members serve annual terms. Upenetkpiration of their terms at the annual meetifite
shareholders in May 2012, directors will be elettederve a term of one year or until their sucoessare duly elected and qualify.

The following sets forth certain informatiwith respect to our directors, executive officansl certain other officers.

Name* Age Positions

Benjamin S. Butche 58 Chief Executive Officer, President and ChairmathefBoarc
Gregory W. Sullivar 57 Chief Financial Officer, Executive Vice Presidenta reasure
Stephen C. Meck 49 Chief Operating Officer and Executive Vice Presic

Kathryn Arnone 62 Executive Vice President, General Counsel and Seg
David G. King 43 Executive Vice President and Director of Real Es@peration:
Bradford F. Sweene 40 Senior Vice President of Acquisitio

Michael C. Chas 38 Senior Vice President of Acquisitio

F. Alexander Frase 39 Directort

Jeffrey D. Furbe 52 Independent Directc

Larry T. Guillemette 56 Independent Directc

Francis X. Jacoby I 50 Independent Directc

Edward F. Lange, Jt 52 Independent Director

Hans S. Wege 47 Independent Directc

* The address of each director and officer liste@Bigligh Street, 28th Floor, Boston, Massachus&140.

T Director selected by Gl Partners. In connectiomwitr formation transactions, we entered into éngoagreement with Gl Partners.
Pursuant to the voting agreement, Gl Partnerstadght to select two members of our initial boefdlirectors and we agreed that,
subject to Gl Partners maintaining a minimum owhigrinterest in our company, we will cause two pessselected by Gl Partners to
be nominated for election to our board of directitreach annual meeting of our shareholders. —Board of Directors.'

Benjamin S. Butcherserves as our Chief Executive Officer, Presidedt@hairman of the Board. Prior to the formatioroof company, Mr. Butcher
oversaw the growth of the management company trediast seven years serving as a member of thalRddlanagers and Management Committees of
STAG Capital Partners, LLC and its affiliates fr@®03 to 2011. Since the management company's inoer. Butcher and his team have managed the
deployment of approximately $1.5 billion of capitapresenting the acquisition of 229 propertiesnt1999 to 2003, Mr. Butcher was engaged as atpriva
equity investor in real estate and technology. Bayithat time, one of these investments, Apptus, Brcapplication services provider with a totglitalization
of approximately $2.0 million, filed a petition uerdChapter 7 of the United States Bankruptcy Cadiine 2001. From 1997 to 1998, Mr. Butcher seaged
Director at Credit Suisse First Boston, where hesed and executed transactions for the PrincipahSactions Group (real estate debt and equitior fr
that, he served
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as a Director at Nomura Asset Capital from 1998387, where he focused on marketing and businessafsment for its commercial mortgage-backed
securities group. Mr. Butcher received his Bachefohrts degree from Bowdoin College and his MasteBusiness Administration degree from the Tuck
School of Business at Dartmouth. In light of hisemsive compangpecific operational, finance and market experighiseleadership abilities, and his expel
in the acquisition, ownership and management @fisitenant industrial properties, we believe thét in the best interests of our company and our
shareholders for Mr. Butcher to continue to serva director on the board of directors.

Gregory W. Sullivan serves as our Chief Financial Officer, ExecutiieePresident and Treasurer. Prior to the formatioour company, Mr. Sullivan
served on the Investment Committees and Board ofagers of the management company from 2004 to 80dkerved as Executive Vice President for
Corporate Development for NED from 2002 to 2011erehhis role was to expand and diversify NED's estdte and non-real estate private equity a&suiti
Prior to joining NED in 2002, Mr. Sullivan was Exgive Vice President and Chief Financial OfficefTaizec Hahn Corporation from 1994 to 2001, a publi
real estate company headquartered in Toronto. B@87 to 1994, Mr. Sullivan served in various cafiesiat AEW Capital Management in Boston including
overseeing investments for the company's realeesfgtortunity fund and heading the capital margetsip. In addition, from 1982 to 1987, he served as
senior finance officer at M/A-COM, Inc., a Bostoased telecommunications company and, from 198982,lhe served as an investment banker at Smith
Barney in New York. Mr. Sullivan received his Baldreof Sciences degree from the University of Ventnand his Master of Business Administration degree
from The Wharton School of the University of Perlnayia.

Stephen C. Meckeserves as our Chief Operating Officer and Exeeutlice President. Prior to the formation of our gamy, Mr. Mecke served as Chief
Investment Officer for the management company f2@®4 to 2011, where he was responsible for alltasgpiisition and asset management activitiesr Ryio
joining the management company, Mr. Mecke ran tggitions groups for M|P|A, a private real estatel that represented a large east coast endow
fund, from June 2001 to November 2004 and Mr. Meadke worked at Meditrust Corporation, a publichded real estate investment trust, as Vice Presside
of Acquisitions and various other positions froormgd.992 to December 2000. Mr. Mecke received hihBlar of Arts degree from Hobart College and his
Master of Business Administration degree from Neattern University.

Kathryn Arnone serves as our Executive Vice President, Generah&# and Secretary. Prior to the formation of@ampany, Ms. Arnone served as
General Counsel for the management company froré 802011, where she was responsible for all otthrapany's legal matters, including supervising rea
estate matters, property sales, corporate goveenaatters and employment issues. Prior to joirtieghanagement company, Ms. Arnone was Vice Prdsiden
and Assistant General Counsel at La Quinta Corjmoraa lodging REIT where she specialized in adtjoiss and sales matters, from January 2003 touzetr
2006. In addition, Ms. Arnone served first as AsatacGeneral Counsel and then as General CounsedtHdare Division at Meditrust Corporation, a
healthcare REIT, from October 1997 to December 2@02re she supervised a portfolio of first morgyémans and sale-leaseback leases. Prior to these
positions, Ms. Arnone worked for several private fams from 1988 to 1997. Ms. Arnone received Bachelor of Arts degree from Smith College and her
Juris Doctor degree from Harvard Law School.

David G. King serves as our Executive Vice President and DirexftReal Estate Operations. Prior to the formatibour company, Mr. King served a
Managing Director for the management
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company from 2005 to 2011, where he was respon&iblgortfolio management for the company. From7L892005, Mr. King worked for AMB Property
Corporation, a publicly traded REIT, as Regionahlsigement Officer where he had primary responsitfilit leasing, management, development, acquisition
sourcing and dispositions of the firm's industaatl office portfolios in the Mid-Atlantic region din various other positions. Mr. King received Bischelor

of Arts degree from the University of Vermont arid Master of Public Administration degree from lah University.

Bradford F. Sweeneyserves as our Senior Vice President of Acquisiti®rior to the formation of our company, Mr. Swegeserved as Managing
Director for the management company from 2004 tb12@here he was responsible for managing an dtiqgniseam in the sourcing, underwriting, negotigti
and closing of deals with a territory of approxigigthalf the country. Prior to joining the managetneompany, Mr. Sweeney was employed at Fidelity
Investments Real Estate Group from June 1995 tol@ct2004 in various capacities, most recentlyralsgestment Officer where he was responsible for
sourcing, negotiating, underwriting and closing/ate equity and mezzanine debt investments in vanieal estate asset types. Mr. Sweeney receiged hi
Bachelor of Arts degree from Saint Michael's Callegnd has earned the Chartered Financial Analgjniztion.

Michael C. Chaseserves as our Senior Vice President of Acquisstiéirior to the formation of our company, Mr. Chaseved as Managing Director for
the management company from 2003 to 2011, whereaseesponsible for managing an acquisition teatharsourcing, underwriting, negotiating and clgsin
of deals with a territory of approximately half tbeuntry. Prior to joining the management compaiy,Chase was the Vice President of Acquisitions at
Paradigm Properties, where he was responsibleriiginating, underwriting, analyzing and closing newestments from March 1999 to June 2002. He also
was a broker in the Boston office of Grubb & Eftieusing primarily on investment sales from Jun@6l® February 1999. Mr. Chase received his Baclulo
Science degree from the University of Vermont.

F. Alexander Fraserhas served as a member of our board of direcitoce $\pril 2011. Mr. Fraser serves as a DirectdsbPartners, LLC, a private
equity firm focused on investments in asset-badkesinesses and properties in North America and &e&urope. Prior to joining Gl Partners, LLC ir080
Mr. Fraser worked as a Vice President in the RettE Investment Banking Group at J.P. Morgan S&egjrinc. in New York from 2004 to 2005, where he
advised REITs, real estate operating companieseaiestate opportunity funds on capital marketiwidies, merger and acquisition transactions anategic
initiatives. Mr. Fraser also worked as an investiiemker and sell-side equity analyst for Thomass@ldartners, LLC. In addition, Mr. Fraser curhgnt
serves on the boards of CenterPoint Properties, T8TA\G G, Flatlron Crossing, Advoserv and Plummaliecare and previously served on the boards of Tel
Group and Sunset Gower Studio. Mr. Fraser holdach&lor of Arts degree from Colgate University andasters of Business Administration from the
University of Virginia. In light of his extensivevestment banking, capital markets and real estgierience and his experience providing stratedyice to
REITs, we believe that it is in the best interestesur company and our shareholders for Mr. Fr&sepntinue to serve as a director on the boadirettors.

Jeffrey D. Furber has served as an independent member of our bbdieotors since April 2011. Mr. Furber servegtas Chief Executive Officer of
AEW Capital Management, a real estate investmemntgement company, and the Chairman of AEW Europerevhe has oversight responsibility for all of
AEW's operating business units in the United Stdfesope and Asia. Mr. Furber also chairs the irmanagement committee, which is responsible foNVAE
strategic direction and for managing the firm'steses, and is a member of the firm's investmentroittees
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and investment policy group. Prior to joining AEW1997, Mr. Furber served as Managing Director aftth‘op Financial Associates, a wholly-owned
subsidiary of Apollo Advisors, and served as Prsiabf Winthrop Management. In these capacitiesy&eresponsible for acquisitions, asset manageameht
capital markets activity, including the sourcingegfuity and mezzanine debt investments. Mr. Fusbargraduate of Dartmouth College and Harvard i32ss
School. In light of his significant capital marketsd industry experience, we believe that it ihmbest interests of our company and our sharehofdr

Mr. Furber to continue to serve as a director enttbard of directors.

Larry T. Guillemette has served as an independent member of our bédiceotors since April 2011. Mr. Guillemette haswed as Chairman of the
board of directors, Chief Executive Officer anddtdent of Amtrol Inc., a multi-national pressuressel manufacturer (“Amtrol"), since February 2006.
Mr. Guillemette also served as Executive Vice Riesi and Chief Financial Officer of Amtrol from 2ZD@ 2006 and as Executive Vice President of Mamget
and Business Development from 1998 to 2000. To éeteja financial restructuring (a debt-to-equityeersion) in connection with the maturity of debt
incurred in 1996 to finance the acquisition of Aohtpy its sole shareholder, Amtrol filed a petitifam reorganization under Chapter 11 of the Uni¢ates
Bankruptcy Code in December 2006 and emerged frbapter 11 in June 2007. Prior to joining Amtrol,.M&uillemette served as Chief Executive Officer and
President of Balcrank Products, Inc., a manufactfrubrication equipment for the automotive seevimarket and other industrial product lines frl@81to
1998. From 1990 to 1991, he served as Senior Miesident and Senior Financial Officer of The O'Gam@roup, a real estate investment, management and
development firm. Prior to that, from 1986 to 1980, Guillemette served as a Vice President for Heon Partners/G.M. Cypres & Co., Inc., an investmen
banking partnership. Mr. Guillemette holds a Bachef Arts degree from Dartmouth College and a Missbf Business Administration from the Amos Tuck
School of Business at Dartmouth. In light of hisessive leadership experience through his senfaresfand director positions and his company actiogn
and real estate experience, we believe thatiit ke best interests of our company and our shitetsofor Mr. Guillemette to continue to serve aliractor on
the board of directors.

Francis X. Jacoby Il has served as an independent member of our bbdickotors since April 2011. Mr. Jacoby is Presidef Kensington Investment
Company, Inc., the wealth management office faraily that owns travel-related businesses and pgsseships and makes significant investments ih rea
estate, private equity and venture capital. Frony 201 to June 2008, Mr. Jacoby served as the 6¥itde President and Chief Financial Officer for3Gl
Investment Advisers LLC, a family wealth managenudfite whose primary focus is developing, acqurand managing apartment communities, suburban
office properties and flex industrial business gaticoughout the United States for its own accaumnat for joint ventures with institutional investoRior to
that, Mr. Jacoby served as the Executive Vice Bezgiand Chief Financial Officer for Leggat McCRitbperties, LLC from September 1995 to May 2001,
where he was responsible for raising debt and ygapital to support the company's real estateldpweent and acquisition activities. From July 1983
September 1995, Mr. Jacoby held a variety of sem@magement positions in the acquisitions, asseagement and finance departments of Winthrop Fiat
Associates, a real estate investment company vadvicted and managed multiple property types. Mr. Batmlds a Bachelor of Arts degree from Dartmouth
College and a Masters of Business AdministratiomfBoston University. In light of his 25 years n¥éstment and capital markets experience and his
significant real estate investment experienceyigialg structuring, negotiating and closing comptaxsactions, we believe that it is in the bestriedts of our
company and our shareholders for Mr. Jacoby toicoatto serve as a director on the board of dirscto
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Edward F. Lange, Jr. has served as an independent member of our bbdikotors since April 2011. Mr. Lange serves &se€CFinancial Officer and :
a member of the board of directors of Americold IBe&rust, a real estate company focused on theeostip, operation, acquisition and development of
temperature-controlled warehouses. From July 20Qaity 2010, Mr. Lange served as an executive @ffié¢ BRE Properties, Inc. (NYSE: BRE), a publicly-
traded REIT focused on the development, acquisditthmanagement of apartment communities, andagervéhe board of directors from July 2008 to July
2010. Mr. Lange served as the Executive Vice Pesidnd Chief Operating Officer of BRE from Janu2@p7 to July 2010. In addition, Mr. Lange served a
Executive Vice President and Chief Financial OfficEBRE from July 2000 to April 2008, and durirtgetperiod from November 2008 to September 2009.
Prior to joining BRE, Mr. Lange served as Execuliee President and Chief Financial Officer of HeaCare REIT, Inc., an Ohio-based senior housingTRE
from 1996 to 2000. He also was a Senior Vice Peggidf Finance and a member of the executive mameageteam of the Mediplex Group, Inc. and affilthte
companies from 1992 to 1996. From January 2011l{p2D11, Mr. Lange was a member of the board adors of American Assets Trust, Inc. (NYSE:
AAT), a publicly-traded REIT that owns, operatesgaires and develops high quality retail and officeperties. Mr. Lange holds a Master of Business
Administration degree from the University of Contiet and a Bachelor's degree in Urban Planninghfilee University of Massachusetts. In light of piglic
company experience with financial and operatiosslieés from his service as Chief Operating Officer @hief Financial Officer at two publicly-trade&R's,
we believe that it is in the best interests of campany and our shareholders for Mr. Lange to oaetserve as a director on the board of directors.

Hans S. Wegerhas served as an independent member of our bbditeotors since April 2011. From August 1998 tigh January 2011, Mr. Weger
served as Chief Financial Officer, Executive Vigedtdent and Treasurer of LaSalle Hotel Prope(hBsSE: LHO), a publicly-traded REIT focused on the
acquisition, ownership, redevelopment and leasfrrimarily upscale and luxury full-service hotelis.addition, Mr. Weger served as Secretary of llaSa
Hotel Properties from October 1999 through Jan@a@dyl. Mr. Weger was responsible for all financcounting, human resources and information
technology activities. Prior to joining LaSalle, MWeger served as Vice President and Treasurém=f@uinta Inns, Inc. where he was responsible lfor a
financing activities. From 1992 until 1997, Mr. Wegserved in various management roles with Harattsrtainment, Inc. where he was responsible for
strategic planning, mergers and acquisitions aogept financing. Mr. Weger holds a Bachelor of &cies degree in finance from the University of Seuth
Mississippi and a Masters in Business Administrafiom the University of Chicago. In light of higal estate and real estate financing knowledgenand
public company financial reporting and operatiorgegience as the Chief Financial Officer of a pelgltraded REIT, we believe that it is in the biesérests
of our company and our shareholders for Mr. Wegeohtinue to serve as a director on the boardre€tbrs.

Corporate Governance Profile

We have structured our corporate governanaemanner we believe closely aligns our interesth those of our shareholders. Notable featafesir
corporate governance structure include the follgwin

. our board of directors is not staggered, with eafabur directors subject to re-election annually;

. of the seven persons who serve on our board oftdin® our board of directors has determined tkiat br 71.4%, of our directors satisfy the
listing standards for independence of the NYSERul# 10A-3 under the Exchange Act;
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. at least one of our directors qualifies as an eeminmittee financial expert" as defined by the SEC
. we have opted out of the control share acquisiiatute and the business combination provisiotiseéMGCL and, in the future, we may not

back in to these provisions without shareholdereyg; and

. we do not have a shareholder rights plan and, weotintend to adopt a shareholder rights planssteir shareholders approve in advance the
adoption of a plan or, if our board of director®pis a plan for our company, we submit the shadsraights plan to our shareholders for a
ratification vote within 12 months of adoption, haut which the plan will terminate.

Our directors stay informed about our besiby attending meetings of our board of direaarsits committees and through supplemental repord
communications. Our independent directors meetlagigun executive sessions without the presenceuofcorporate officers or non-independent direcctor

Board of Directors

Our business is managed through the ovraigd direction of our board of directors. A méjoof our board of directors is "independent, desermined
by our board of directors, consistent with the swdéthe NYSE. Our independent directors are notathhy our nominating and corporate governance
committee.

In connection with our formation transantpGl Partners had the right to select two memdieosir initial seven member board. In addition, ageeed
that we will cause two persons selected by Gl Rastto be nominated for election to our board oéatbrs at each annual meeting of our sharehol@ers.of
the selected persons must qualify as an indepemiitector under the NYSE rules for director indegemce and be able to serve on one of our compensati
audit, nominating and investment committees antheilrequired to serve as the chairperson of orsaicii committees. Our agreement will terminate iwith
the first three years after our initial public offeg if Gl Partners and certain of its affiliateslfto beneficially own at least 10% of our fulliided shares of
common stock outstanding immediately following theansfer of any interest in the common units memk by STAG Gl in our formation transactions
(including shares of our common stock that we nsayé upon redemption of such common units). Inteadiour agreement will terminate after the fitstee
years following our initial public offering if Gl&tners and certain of its affiliates fail to beoedly own at least 10% of our fully diluted sharef common
stock outstanding, whether or not immediately foiltg their transfer of common units or shares ohown stock.

Role of the Board in Risk Oversight

One of the key functions of our board ggdtors is informed oversight of our risk managenpeacess. Our board of directors administersdiersight
function directly, with support from the audit contt®e, the nominating and corporate governance dttegrand the compensation committee, each of which
addresses risks specific to their respective askasgersight. In particular, our audit committeestlae responsibility to consider and discuss oyonfaancial
risk exposures and the steps our management hexs tiaknonitor and control these exposures, inctudimdelines and policies to govern the proceswigh
risk assessment and management is undertaken u@iftecammittee also monitors compliance with legadl regulatory requirements, in addition to ovdisig
of the performance of our internal audit functi@ur nominating and corporate governance committee

109




Table of Contents

MANAGEMENT

monitors the effectiveness of our corporate govecaayuidelines, including whether they are succégsfpreventing illegal or improper liability-créag
conduct. Our compensation committee assesses amitonsovhether any of our compensation policies pmdjrams has the potential to encourage excessive
risk-taking.

Committees of the Board of Directors

Our board has established an investmentritige, an audit committee, a compensation comenéted a nominating and corporate governance coggy
the principal functions of which are briefly desd&d below. The audit committee, compensation cotem#nd nominating and corporate governance
committee consist solely of independent directiatters put to a vote at any one of these four citteas must be approved by a majority of the daecon
the committee who are present at a meeting at vthife is a quorum or by unanimous written coneéttie directors on that committee.

Investment Committee

Our board of directors has establishechaastment committee, which is composed of fourwfdirectors, at least three of whom must be inddpat
directors. The members of our investment comméateeMessrs. Butcher, Guillemette, Jacoby and Wéd@erButcher chairs the committee. The investment
committee's primary function is to review, evaluatel ultimately vote to approve all acquisitionsievelopments individually over $25 million and tap
$100 million. Proposed acquisitions in excess @Gthillion require approval by our board of dirgstoOur board of directors in its discretion magmge the
committee's dollar thresholds.

Audit Committee

Our board of directors has establisheduatit @ommittee, which is composed of three of sutependent directors. The members of our audit dteen
are Messrs. Guillemette, Jacoby and Weger. Mr. \Welggrs the committee and qualifies as an auditraitee financial expert, as that term is defingdhe
SEC. The audit committee assists the board in eeérg:

. our accounting and financial reporting processes;

. the integrity and audits of our consolidated finahstatements;

. our compliance with legal and regulatory requiretagn

. the qualifications and independence of our indepetduditors; and
. the performance of our independent auditors andrgaynal auditors.

The audit committee is also responsibleefayaging our independent public accountants, wergewith our independent public accountants ttapland
results of the audit engagement, approving pradessiservices provided by our independent publomantants, reviewing the independence of our indépe
public accountants, considering the range of aamitnon-audit fees and reviewing the adequacy oindernal accounting controls.

Compensation Committee

Our board of directors has establishedrapgmsation committee, which is composed of thremuoindependent directors. The members of our
compensation committee are Messrs. Guillemette,
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Furber and Lange. Mr. Guillemette chairs the corteeitThe principal functions of the compensatiomiittee are to:

. evaluate the performance and compensation of oigf ERecutive Officer;
. review and approve the compensation and benefitsioéxecutive officers and members of our boardirgctors;
. administer our 2011 Equity Incentive Plan and tb&120utperformance Program, as well as any oth@peasation, stock option, stock

purchase, incentive or other benefit plans; and

. produce an annual report on executive compensgirdnclusion in our proxy statement after reviewiour compensation discussion and
analysis.

Nominating and Corporate Governance Committee

Our board of directors has establishedrainating and corporate governance committee, wisiclomposed of three of our independent direcitns.
members of our nominating and corporate governaooenittee are Messrs. Furber, Jacoby and LangeL&hge chairs the committee. The nominating and
corporate governance committee is responsiblegfekiag, considering and recommending to the fudird®f directors qualified candidates for electisn
directors and recommending a slate of nomineeslémtion as directors at the annual meeting ofedtaders. It also periodically prepares and subtoithe
board for adoption the committee's selection datéar director nominees. It reviews and makes mao@ndations on matters involving general operaticthe
board and our corporate governance, and annuaibhmmends to the board nominees for each committée doard. In addition, the committee annually
facilitates the assessment of the board of dirscparformance as a whole and of the individuaaors and reports thereon to the board.

Code of Business Conduct and Ethics

Our directors have adopted a code of bssigenduct and ethics which applies to our empgyeficers and directors when such individualsatng
for or on our behalf. Among other matters, our coflbusiness conduct and ethics is designed to detengdoing and to promote:

. honest and ethical conduct, including the ethieaildiing of actual or apparent conflicts of intertestween personal and professional
relationships;

. full, fair, accurate, timely and understandableldisure in our SEC reports and other public comeations;
. compliance with applicable governmental laws, raled regulations;

. prompt internal reporting of violations of the cadeappropriate persons identified in the code; and

. accountability for adherence to the code.

Any waiver of the code of business conduct andcstfir our executive officers or directors may bedm only by our board of directors and will be pptiy
disclosed as required by law or stock exchangelagguos.

Board Compensation

We pay an annual fee of $35,000 to eaduohon-management directors for services as atdireVe pay an additional annual fee of $15,00thé
chair of the audit committee, an additional
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annual fee of $10,000 to the chair of the compémsaommittee and an additional annual fee of 87 f8the chair of any other committee of our bazfrd
directors. All members of our board of directors sgimbursed for their costs and expenses in attgrair board meetings. Our directors have theoopt
receive fees in shares of common stock, basedeovatlue of such shares of common stock at theafassuance, rather than in cash. In addition, upon
completion of our initial public offering, each ofir non-management directors, other than Mr. Fraseeived an initial grant of 8,279 LTIP units.yAmon-
management director who joins our board of direchorthe future will receive an initial grant of Ll units upon attendance at his or her first boaegting.
The LTIP units vest over five years in equal irlgtahts on a quarterly basis beginning on June @D] 2subject to continued service as a directa.director
is also one of our officers, we will not pay anynquensation for services rendered as a direct@ddlition, Mr. Fraser has declined receipt of anypensatior
for his service as a director.

All of our five independent directors halected to receive shares of our common stocleindf cash for payment of the fees payable to tine2911.
Our other two directors do not receive paymentyf fees for their services.

Limitation of Liability and Indemnification

Our charter includes provisions permittgdvaryland law that limit or eliminate the persofiability of our directors for a breach of theid@iciary duty
of care as a director.

Our bylaws provide that we will indemnifyradirectors and officers to the fullest extentrpiéted by Maryland law. In addition, we enteredint
indemnification agreements with each of our curdréctors and executive officers that may be beoldan the specific indemnification provisionghie
MGCL. We also maintain director and officer liatyilinsurance under which our directors and offi@esinsured, subject to the limits of the insueapalicy,
against certain losses arising from claims madéagauch directors and officers by reason of aityg ar omissions covered under such policy in their
respective capacities as directors or officers.

For more detail on these provisions, plezse"Certain Provisions of Maryland Law and of Gharter and Bylaws."

Insofar as the foregoing provisions peiindemnification of directors, officers or persomstrolling us for liability arising under the Seties Act, we
have been informed that, in the opinion of the Sta@, indemnification is against public policy agpeessed in the Securities Act and is thereforaiareeable
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Compensation Discussion and Analysis

During 2010, because we did not conducinass, no compensation was paid to any of our naredutive officers and, accordingly, no compewsati
policies or objectives governed our named executffieer compensation. Since the completion of iaitial public offering, our compensation committeas
been working with a compensation consultant to @m@nt compensation policies based on the follodantprs: (i) our need to retain our named executive
officers' services over the long term, (ii) ourideso align the interests of our named executifieers with those of our shareholders and incén¢ithem ove
the near-, medium- and long-term, and (iii) ourchereward our named executive officers for exiomat performance. In addition, our compensation
committee continues to consider additional factbes may be appropriate for inclusion in our loegat compensation philosophy. Our "named executive
officers" during 2011 are expected to be BenjamiB®&cher, Chief Executive Officer, President arfthitman; Gregory W. Sullivan, Chief Financial O#fic
Executive Vice President and Treasurer; Stephevigtke, Chief Operating Officer and Executive Viges$dent; Kathryn Arnone, Executive Vice President,
General Counsel and Secretary; and David G. KingcHtive Vice President and Director of Real Es@perations.

On September 20, 2011, the compensatiomittee of our board of directors approved the 20utperformance Program under our 2011 Equity
Incentive Plan to provide certain key employeeswfcompany with incentives to contribute to owwgth and financial success. The compensation coes;
which will be responsible for administering the merformance program, worked with compensation deensts to develop the terms of the outperformance
program. Our outperformance program utilizes tekelreholder return over a three-year measurementses the performance measurement. The
compensation committee has allocated 100% of tleedswnder the program. See "—2011 Outperformarcogr&m.”

Our compensation strategy currently focuseproviding a total compensation package interidexdtract and retain high-caliber executive @ffscand
employees, and also to align employee contributwitts our corporate objectives and shareholderésts. We continue to develop a competitive total
compensation package and will share our succebsowitnamed executive officers, as well as ourrogheployees, when our objectives are met.

The following is a non-exhaustive list tfims under consideration by our compensation comends it continues to formulate our compensation
philosophy and apply that philosophy to the implatagon of our overall compensation program for edraxecutive officers and other employees:

. goals of the compensation program;

. role of our compensation committee;

. engagement and role(s) of an external compensatiosultant and other advisors;

. involvement of management in compensation decisions

. components of compensation, including equity, casfentive, fixed, short-, medium- and long-ternmgensation, and the interaction of these

various components with one another;
. equity grant guidelines with regard to timing, typesting and other terms and conditions of equiignts;

. stock ownership guidelines and their role in alignihe interests of named executive officers withshareholders;

113




Table of Contents

EXECUTIVE COMPENSATION

. severance and change of control protections;

. perquisites, enhanced benefits and insurance;

. deferred compensation and other tax-efficient carspton programs;
. retirement and other savings programs;

. peer compensation, benchmarking and survey datia; an

. risk mitigation and related protective and remediabsures.

Elements of Executive Officer Compensation

Set forth below is an overview of the catreomponents of our named executive officer cormpon program, including annual cash compensation,
equity awards and health and retirement benefits.

Base Salaries

Our named executive officers earn annudlizse salaries that are commensurate with theitigues and are expected to provide a steady sairce
income sufficient to permit these officers to fotlsir time and attention on their work duties aasbonsibilities. The 2011 annual base salariesdonamed
executive officers are set forth in the Summary @ensation Table below.

Cash Bonuses

Our named executive officers are eligiblearn discretionary annual cash bonuses for 28%é&don the attainment of specified performanceatibes to
be established by our compensation committee.tHliii to receive these cash bonuses is expectattemntivize our named executive officers to sttivattain
company and/or individual performance goals thethier our interests and the interests of our shddelns. The applicable terms and conditions ofctmeh
bonuses will be determined by our compensation cibieen

Equity Awards

We made grants of LTIP units to our naneetative officers upon completion of our initiallgic offering. The initial awards under our 201 1uity
Incentive Plan granted to our named executive effi@and other employees were designed to rewaldiedizidual's contribution to our formation androu
initial public offering, as well as provide an atilginal retention element for the recipient andriewgre that their interests are aligned with shddss. We
believe that it is in our best interests to havelament of retention in our compensation prograntsthat it is important for members of our manageinteam
and other key employees to have alignment withsbareholders. The amount of LTIP units each narredutive officer received was determined through
negotiation of their employment agreements. Thed® lunit awards will vest over five years in equratallments on a quarterly basis beginning on Bfhe
2011, subject to continued service as an employe@ector.

The amounts and types of future awardslveilin our compensation committee's discretion,feved not yet been determined. Equity award grants,
including grants under the outperformance progi@m® expected to incentivize and reward increaskmprterm shareholder value and to align the et of
our named executive officers with the interestewfshareholders, and to encourage the retentionraiamed executive officers.
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Employee Benefits

Our full-time employees, including our naivexecutive officers, are eligible to participatehealth and welfare benefit plans, which providedioal,
prescription and related benefits.

Additional Compensation Components

In the future, as we further formulate amglement our compensation program, we may progitferent and/or additional compensation components
benefits and/or perquisites to our named execufifieers, to ensure that we provide a balancedcamdprehensive compensation structure. We belieaattrs
important to maintain flexibility to adapt our coersation structure at this time to properly atirawitivate and retain the top executive talenwbich we
compete.

Employment Agreements

In connection with the completion of ouitied public offering, we entered into employmegtr@ements with each of our executive officers. Wielbe
that the agreements benefit us by helping to retegrexecutives and by requiring the executivecefB to devote the necessary business attentiotiraado
our affairs.

Our executive officers were granted LTIRtaim the amounts stated below in connection Withir entering into the employment agreements wihThe!
also are eligible to receive additional awards ®fRLunits and other equity awards, subject to émms of our 2011 Equity Incentive Plan (or othemth
effective incentive plan) and the applicable anwaegceement.

The employment agreements provide for imatedsesting of all outstanding equity-based awéeld by the executive officers upon a change imtrobd
of us. In addition, each of Messrs. Butcher, Me&adlivan and King and Ms. Arnone will be subjeztat non-competition provision for the 12-month pdri
following any termination of employment other theatermination by us without "cause” or by the ex@euwofficer for "good reason.” The employment
agreements also provide for participation in arheoemployee benefit plans, insurance policieatracts maintained by us relating to retiremeeg|th,
disability, vacation, auto and other related begsefi

None of the employment agreements conti@sde Section 280G excise tax gross-up provision.
Employment Agreement of Mr. Butcher

The employment agreement with Mr. Butclsefor a term of four years; provided, however, thatterm is automatically extended at the encaohderm
for successive one-year periods unless, not less@8 days prior to the termination of the thersgxg term, either party provides a notice of nenewal to
the other party. The employment agreement provigean initial annual base salary of $393,000, ané@nnual bonus in an amount to be determined by ou
compensation committee in its sole discretion. Bitcher was granted 72,683 LTIP units upon the womsation of our initial public offering. The LTIPiis
will vest over five years in equal installmentsaqguarterly basis beginning on June 30, 2011, stutjecontinued service as an employee or direttor.
addition, Mr. Butcher receives a monthly vehiclel parking allowance of $1,400.

The employment agreement with Mr. Butchewjzles that upon the termination of his employmedtiter by us without "cause” or by the executiffecer
for "good reason," or in the event that followinghange of control we or our successor gives himatece of non-renewal within
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12 months following the change of control, Mr. Bugc will be entitled to the following severance pents and benefits, subject to his execution afreecal
release in our favor:

. a lump-sum cash payment equal to three times tmeo$i{1) Mr. Butcher's thenurrent annual base salary; and (2) the bonustpaitt. Butchel
for the most recently completed fiscal year for ethihe amount of his bonus was determined, whidhb@ideemed to be $200,000, until
March 1, 2012 or, if earlier, the time that Mr. Bluér receives a bonus in respect of fiscal yeal 20the compensation committee determines
that no bonus shall be paid to Mr. Butcher in respéfiscal year 2011,

. our direct-to-insurer payment of any group heattbtber insurance premiums that Mr. Butcher woulteovise have been required to pay to
obtain coverage under our group health and otlserréamce plans for a period of 18 months; and

. immediate vesting of all outstanding equity-basedras held by Mr. Butcher.

In addition, the employment agreement With Butcher provides that upon termination of hisgdoyment by his death or disability, Mr. Butcheitl e
entitled to receive his accrued and unpaid theneotiiannual base salary as of the date of his deattsability and the bonus (or deemed bonus nabede)
pro-rated through the date of his death or diggbili

Employment Agreements of Other Executive Officers

The employment agreements with Messrsivéul] Mecke and King and Ms. Arnone are for a tefrthree years; provided, however, that the terras a
automatically extended at the end of each ternsdiocessive one-year periods unless, not less thdays prior to the termination of the then exiptierm,
either party provides notice of non-renewal todtieer party. In addition, Messrs. Sullivan, Meckel &ing and Ms. Arnone receive a monthly parking
allowance of up to $500.

The employment agreement with Mr. Sulliyaiavides for an initial annual base salary of $2@8,and an annual bonus in an amount to be detednin
our compensation committee in its sole discretddn.Sullivan was granted 19,666 LTIP units upond¢basummation of our initial public offering.

The employment agreement with Mr. Meckevjates for an initial annual base salary of $275,800 an annual bonus in an amount to be deternbyed
our compensation committee in its sole discretddn.Mecke was granted 34,204 LTIP units upon thesconmation of our initial public offering.

The employment agreement with Ms. Arnor@vates for an initial annual base salary of $256,80d an annual bonus in an amount to be deternbiyned
our compensation committee in its sole discretdds. Arnone was granted 17,102 LTIP units upon tiresammation of our initial public offering.

The employment agreement with Mr. King pdes for an initial annual base salary of $246,800 an annual bonus in an amount to be determyed
compensation committee in its sole discretion. King was granted 15,391 LTIP units upon the consation of our initial public offering.

The LTIP units granted to each of theseetiees under their employment agreements will west five years in equal installments on a qubrteasis
beginning on June 30, 2011, subject to continuedcgeas an employee.
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The employment agreements with Messrsiv@ul] Mecke and King and Ms. Arnone provide thatrughe termination of an executive officer's
employment either by us without "cause" or by tkecaitive officer for "good reason,"” or in the evérdt following a change of control we or our suEsTF
gives the executive officer a notice of non-renewitthin 12 months following the change of contithle executive officer will be entitled under hishar
employment agreement to the following severanceneays and benefits, subject to the executive affi@xecution of a general release in our favor:

. a lump-sum cash payment equal to two times theafuh) the executive officer's then-current anrhee salary; and (2) the bonus paid to the
executive officer for the most recently completesddl year for which the amount of his or her bowas determined, which will be deemed to
be $140,000 for Messrs. Sullivan and Mecke, $13Df60Ms. Arnone and $125,000 for Mr. King, untilakth 1, 2012 or, if earlier, the time t
the executive officer receives a bonus in respefiscal year 2011 or the compensation committeerd@nes that no bonus shall be paid to the
executive officer in respect of fiscal year 2011;

. our direct-to-insurer payment of any group heaté#mgums or other insurance that the executive efficould otherwise have been required to
pay to obtain coverage under our group health &mer ansurance plans for a period of 18 months; and

. immediate vesting of all outstanding equity-basedras held by the executive officer.

In addition, the employment agreements Wigssrs. Sullivan, Mecke and King and Ms. Arnonavjate that, upon termination of the officer's enypien:
by the officer's death or disability, the officelloe entitled to receive his or her accrued angaid then-current annual base salary as of theafdtis or her
death or disability and the bonus (or deemed baoted above) pro-rated through the date of hissodiath or disability.

Equity Incentive Plan

On April 1, 2011, we adopted, and our shalders approved, the STAG Industrial, Inc. 2011iiBgincentive Plan, referred to in this prospeasshe
equity incentive plan. The equity incentive planydes for the issuance of equity-based awardgydimg stock options, stock appreciation rightstnieted
stock, restricted stock units, unrestricted stogkras and other awards based on shares of our corstock, such as LTIP units in our operating pastmig,
that may be made by us directly to our executifieafs, directors, employees and other individyeats/iding bona fide services to or for us.

The equity incentive plan is administergcblr board of directors, which may delegate itharity to the compensation committee of our bazfrd
directors. The plan administrator will have thehawity to make awards to the eligible participamferenced above, and to determine the eligibliddals
who will receive awards, what form the awards téke, and the terms and conditions of the awamisefit as provided below with respect to equitable
adjustments, the plan administrator may not redlbe@xercise price of any stock option or stockrapiption right granted under the equity incenfilen or
take any other action that is treated as a regricimder generally accepted accounting principlésawi first obtaining the consent of our sharehdde

Subject to adjustments as provided belbe aggregate number of shares of our common shatkate available for issuance under awards granted
pursuant to the equity incentive plan is 1,755,48&res. If any award, or portion of an award, grdninder the equity incentive plan expires or teatds
unexercised, becomes unexercisable, is settleasim ar a determination that no bonus shall be lpg@édoeen made, the shares of common stock witecegp
such award will again be available
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for award under the equity incentive plan. Uponekercise of any award granted in tandem with ahgroaward, the related award will be cancelleth&o
extent of the number of shares of common stock aghich the award is exercised and, notwithstanttiegforegoing, that number of shares will no larige
available for award under the equity incentive plan

We expect to make certain awards in thenfof LTIP units. LTIP units are a separate serfasits of limited partnership interests in our cgténg
partnership. LTIP units, which can be granted eitisefree-standing awards or in tandem with otherds under our equity incentive plan, will be \ediby
reference to the value of shares of our commorkstw will be subject to such conditions and fetstms as the compensation committee may determine
including continued employment or service, compatebf financial metrics and/or achievement of patablished performance goals and objectives. If
applicable conditions and/or restrictions are riatimed, participants will forfeit their LTIP unit®nless otherwise provided, LTIP unit awards, \aketested
or unvested, will entitle the participant to reeeourrent distributions from our operating parthgrequivalent to the dividends that would be p&yatith
respect to the number of shares of our common stodkrlying the LTIP unit award.

LTIP units are structured as "profits iet&s" for U.S. federal income tax purposes, andaveot expect the grant, vesting or conversionTdPLunits to
produce a tax deduction for us based on currentfédgral income tax law. As profits interests, PTunits initially will not have full parity, on agp unit basis,
with the operating partnership's common units wépect to liquidating distributions. Upon the atence of specified events, LTIP units can oveetim
achieve full parity with common units and therefacerete to an economic value for the participgoivalent to common units. If such parity is acleieéyLTIP
units may be converted, subject to the satisfaafapplicable vesting conditions, on a one-for-basis into common units, which in turn are reddgdenby
the holder for shares of common stock on a oneffier-basis or for the cash value of such sharesiratlection. However, there are circumstances uwbeh
LTIP units will not achieve parity with common usiiand until such parity is reached, the value @haarticipant could realize for a given numbeL®fP units
will be less than the value of an equal numbehafeas of common stock and may be zero. Under autyeigcentive plan, each LTIP unit awarded will be
equivalent to an award of one share of common stesérved under our equity incentive plan, therelolcing the number of shares of common stock @ivla
for other equity awards on a one-for-one basis.

In the event of a stock dividend or othistribution, recapitalization, stock split, revesteck split, reorganization, merger or other samdorporate
transaction or event, affects shares of our comstotk such that an adjustment is appropriate ierci@ prevent dilution or enlargement of the rigbits
participants under the equity incentive plan, ttlenplan administrator will make equitable changeadjustments to:

. the number and kind of shares of common stockritegt thereafter be issued in connection with awards;
. the number and kind of shares of common stock éssuéssuable in respect of outstanding awards; and
. the exercise price, grant price or purchase petaing to any award.

In addition, the plan administrator mayedigtine that any equitable adjustment may be acdehga by making a payment to the award holdehéform
of cash or other property (including but not lindit® shares of our common stock).
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Each stock option and stock appreciatightrgranted under the equity incentive plan willda term of no longer than 10 years, and will havexercis:
price that is no less than 100% of the fair mavedtie of our common stock on the date of granhefaward. Stock appreciation rights confer on tmtigpant
the right to receive cash, common stock or othepe@rty, as determined by the plan administrataraktp the excess of the fair market value of @ammon
stock on the date of exercise over the exercige i the stock appreciation right. The other teofnstock options and stock appreciation rightsgga by us
under the equity incentive plan will be determifgdhe plan administrator.

The plan administrator will determine teents and conditions of each grant of restrictedkstw restricted stock units under the equity inisenplan.
Restricted stock units confer on the participaetright to receive cash, common stock or othergnmypas determined by the plan administrator, figvai value
equal to the number of shares of common stockatteasubject to the award. The holders of awardesificted stock or restricted stock units may fuéled to
receive dividends or, in the case of restrictedlstaits, dividend equivalents, which may be pagalrimediately or on a deferred basis at a timeraeted by
the plan administrator.

The plan administrator may determine to engéants of our common stock that are not subgeahy restrictions or a substantial risk of fodedt or to
grant other stock-based awards to eligible pasitip. The plan administrator will determine thengiand conditions at the time of grant.

Unless otherwise determined by the planiadtnator and set forth in an individual awardegment, upon a change in control (as defined ietjuéty
incentive plan), each outstanding award under ¢uéeincentive plan will become immediately vesterercisable and/or payable, unless provisionadarin
the transaction for the continuation or assumptibawards or for the substitution of equivalent edgain the surviving or successor entity or theepathereof.

No awards under the equity incentive play e granted on or after the tenth anniversath@fiate on which it was adopted. Our board ofctiirs may
terminate, amend, modify or suspend the equityritice plan at any time, subject to shareholder apadras required by law or stock exchange rules.dlan
administrator may amend the terms of any outstanaimard under the equity incentive plan at any tiNeamendment or termination of the equity incemti
plan or any outstanding award may adversely affagtof the rights of an award holder without thé&dbds consent.

2011 Outperformance Program

On September 20, 2011, the compensatiomittee of our board of directors approved the 20utperformance Program under our 2011 Equity
Incentive Plan to provide certain key employeeswfcompany or our affiliates with incentives totiibute to our growth and financial success. The
outperformance program utilizes total shareholdarrn over a three-year measurement period astfiermance measurement.

Recipients of awards under the outperfoicegrogram will share in an outperformance pooliif total shareholder return, including both share
appreciation and dividends, exceeds absolute dativeehurdles over a three-year measurement pémood September 20, 2011 to September 20, 2014dbas
on a beginning value of $12.50 per share of ourrmomstock. The aggregate reward that all recipieoiisctively can earn, as measured by the outpedoce
pool, is capped at $10 million.

Provided our increase in cumulative abgotatal shareholder return over the three-year oreagent period is equal to or greater than 25% (the
"Threshold Percentage"), the outperformance polbloansist of 10% of the excess total shareholdarrn above a relative total
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shareholder return hurdle. The hurdle is equahéadtal return of the MSCI US REIT Index plus fivercentage points over the thiygEar measurement peris
No awards will be granted under the outperformgmogram if our absolute total shareholder retufpei®ow the Threshold Percentage. If our total dhalcer
return is equal to or in excess of the Thresholtdtgage and greater than the relative total sbé&tehreturn hurdle, then the award recipients béllentitied
to the payments described below. Based on oumgjashiare price of $11.01 on September 20, 201heabning of the three-year measurement periad, th
Threshold Percentage is effectively 42% beforeampunt is earned under the program. To earn thénmuax dollar value of the award, the total sharedpld
return over the three-year measurement period woetd to be approximately 80%.

Each participant's award under the outperémce program is designated as a specified pageof the aggregate outperformance pool. Assuthig
applicable absolute and relative total sharehaleleirn thresholds are achieved at the end of thesarement period, the outperformance pool will ddewdatec
and then allocated among the award recipientsdordance with each individual's percentage. The@wdl be paid in the form of fully vested shamfsour
common stock, unless the compensation committetseleith the award recipient's consent, to iskeeatvard recipient other securities or to makesh ca
payment to the award recipient equal to the aweeipient's share of the outperformance pool. Threbrer of shares of common stock earned by each award
recipient will be determined at the end of the perfance measurement period by dividing his or haresof the outperformance pool by the closingegpot
our common stock on the valuation date.

On September 26, 2011, the compensatiomttiee of our board of directors approved the 28%&rds under the outperformance program for ouefChi
Executive Officer, Chief Financial Officer and othramed executive officers as follows (each awarkpressed as a percentage of the maximum dallae v
of the aggregate outperformance pool): BenjamiBuscher, 20.0%; Gregory W. Sullivan, 14.0%; StepBeMecke, 14.0%; Kathryn Arnone, 11.0%; and
David G. King, 11.0%.

The compensation committee may, in its Ribsdaiscretion, without amendment to the outperfance program, adjust any of the terms applicabéay
award; provided, however, that no amendment shaksely affect any outstanding award without thiesent of the recipient thereof.

Compensation Committee Interlocks and Insider Partipation

None of the members of our compensationnoibi@e is or has been employed by us. None of pecwive officers currently serves, or in the gaste
years has served, as a member of the board otalisewr compensation committee of another entiy ktas one or more executive officers serving arboarc
of directors or compensation committee. See "Mamege—Directors, Executive Officers and Certain ©f#icers."”

Summary Compensation Table

We did not conduct business in 2010 andoralingly, we did not pay any compensation to cmed executive officers during or in respect of jfear.
Because we have no 2010 compensation to repodrevimcluding below a Summary Compensation Talitehgeorth certain compensation that we have paid
or expect to pay to our named executive officemngu2011 in order to provide some understandinguwfexpected compensation levels. While the tablew
accurately reflects our current expectations wépect to 2011 named executive officer compensadinal 2011 compensation for these officers meay b
increased or decreased, including through the Liseropensation components not currently contemglatedescribed herein. The anticipated 2011
compensation for each of our named executive offitisted in the table below was determined
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through negotiation of their individual employmexgfreements. We expect to disclose actual 2011 awafien for our named executive officers in 2002he
extent required by applicable SEC disclosure rules.

Stock All Other
Name Principal Position Salary(1) Bonus Awards Compensation Total(2)
Benjamin S. Butcher Chief Executive Officer,
President and Chairm: $ 393,00( (3)$ 1,117,45(4) (5)$ 1,510,45
Gregory W. Sullivan Chief Financial Officer,
Executive Vice President
and Treasure 275,00( 3) 401,12:(4) 5) 676,12:
Stephen C. Mecke Chief Operating Officer
and Executive Vice
Presiden 275,00( 3) 578,63(4) (5) 853,63:
Kathryn Arnone Executive Vice President,
General Counsel and
Secretary 256,00( 3) 335,314(4) (5) 591,31!
David G. King Executive Vice President
and Director of Real
Estate Operatior 246,00( ®3) 314,4244) (5) 560,42:
1) Salary amounts are annualized for the year endexeMber 31, 2011 based on employment agreementsatentered into upon completion of our initiabfia offering.
) Amounts shown in this column do not include theueabf the perquisites or other personal benefitmamed executive officers will receive (descrilbetow).
3) Bonus amounts to be determined by our compensatiotmittee in its sole discretion.
(4) Represents the total grant date fair value of LdiRs granted under our 2011 Equity Incentive RIpan completion of our initial public offering aasvards under the 2011

Outperformance Program, determined in accordanteA8C Topic 718, disregarding for this purposeebhmate of forfeitures. The grant date fair valtm the named executive
officers relating to LTIP unit awards are as follvBenjamin S. Butcher—$887,459; Gregory W. Sullive$240,122; Stephen C. Mecke—$417,631; Kathryn Aere$208,815;
and David G. King—$187,924. All LTIP unit awardsstever five years in equal installments on a qréyrtbasis beginning on June 30, 2011, subjecotdicued service as an
employee or director. The grant date fair valuegtie named executive officers relating to awanaden the 2011 Outperformance Program based upgordi@ble outcome of the
performance conditions as of the grant date forthard are as follows: Benjamin S. Butcher—$230, @@gory W. Sullivan—$161,000; Stephen C. Mecke-61$000; Kathryn
Arnone—$126,500; and David G. King—$126,500. Theximaim value of the awards under the 2011 Outperémre Program assuming that the highest level dbprance
conditions was achieved are as follows: BenjamiBiBcher—$2,000,000; Gregory W. Sullivan—$1,400,08@phen C. Mecke—$1,400,000; Kathryn Arnone—$a,000; and
David G. King—$1,100,000. For the awards to havieejathe 2011 Outperformance Program requires onnpany to outperform absolute and relative retbrasholds. For
example, for the officers to receive the maximuriadmf the award noted in this footnote, basedanclosing share price of $11.01 on Septembe@01, the beginning of the
three-year measurement period, the total sharehmdtiern over the measurement period would nedxktapproximately 80%.

(5) The named executive officers will receive certaénquisites or other personal benefits as set fartheir respective employment agreements. See "pl&yment Agreements."
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Formation Transactions

Certain of our directors and all of our exteve officers and certain of their affiliates leadirect or indirect interests in Fund Ill, Fund, ISTAG Gl and th
management company. In connection with our infiiglic offering, Fund Ill, Fund IV, STAG Gl and tleevners of the management company entered into
contribution agreements with us and our operatargnership, pursuant to which our operating pastmgrassumed or paid off, with the proceeds ofritil
public offering, $162.2 million of indebtedness d@nehd Ill, Fund 1V, STAG Gl and the members of theanagement company received 7,590,000 common
units, representing approximately 35.1% of our camrstock outstanding following the consummatiotthef initial public offering on a fully diluted basi

In connection with our formation transanticand our initial public offering, our executivificers directly or indirectly, through one or maatffiliates,
received material financial and other benefits Hasetheir invested capital in Fund Ill, Fund IVdABBTAG, their interests in the management compandy a
their potential residual interests in each of thedk. The table below sets forth a list of whahiittial directors and executive officers of our quany received
as a result of the contributions.

Common Units(2)

Name(1) Number Value

Benjamin S. Butche 80,73¢ $ 1,049,56:
Gregory W. Sullivar 59,94¢ 779,28!¢
Stephen C. Meck 16,28 211,69:
Kathryn Arnone 9,44( 122,72(
David G. King 7,742 100,64¢

(1)  The amounts shown in the table reflect common waiteived by the individual directly or receiveddnyy entity, but if
by an entity only to the extent of the individuatiterest in the assets of the entity. Accordinghg amounts shown in
the table above do not reflect common units reckbyeentities that may be controlled by the indiat(except to the
extent of the individual's interest in the asséthe entity).

2) Includes our executive officers' investments indrllh Fund IV and STAG Gl and their residual irgsts in Fund IlI,
Fund IV and STAG GI. Solely for purposes of thisléa we calculated our executive officers' residndrests assumir
Fund Ill, Fund IV and STAG Gl were liquidated onrAd3, 2011 at $13.00 per share, which was thigirpublic
offering price, and made certain other assumptidfes cannot estimate the actual timing of the ligtiwhs of Fund IlI,
Fund IV and STAG Gl or the value of any distribmoat the time of the liquidatior

Following the expiration of a 12-month leag period, limited partners in our operating parsfip, including Fund Ill, Fund IV, STAG GI anckth
members of the management company, will have e to cause our operating partnership to redegnogall of their common units for cash equal te th
then-current market value of one share of our comstock, or, at our election, for shares of our wmn stock on a one-for-one basis.

After the expiration of the lock-up peri@hch of Fund Ill, Fund IV and STAG Gl may distiti&its common units to its members in accordantk thie
fund's operating agreement. In addition to theiested equity, certain members of Fund Ill, Fundabhd STAG Gl, including certain of our officers, gimyee:
and directors, have residual interests, or contihgeofit interests, in Fund Ill, Fund IV and STA&. As a result, they may receive distributionsated to the
residual interests if
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there are sufficient proceeds after return of edibd preferred returns to themselves and the etidty investors in Fund Ill, Fund IV and STAG.®1 all
cases where there is a residual distribution, thleen the share price of our common stock at the t fund is liquidated, the greater the portiothefcommon
units the fund will distribute to the holders oétresidual interests.

The number of common units issued in oumition transactions was fixed so that residuaradts will not, in any manner, require us to issdditional
common units or shares of common stock. In additi@cause the value of the residual interests dispem the value of our common stock, not on thaevaf
certain properties or portfolios individually, suasidual interests align the interests of the éidaf residual interests with the interests of@ampany and
shareholders.

Distributions subject to the residual iets may consist of, among other items:

. cash from the operation or sale of the Option Ptoge

. the common units received in our formation trarisast

. cash or in-kind distributions paid on the commoitjn

. cash or other assets from a direct or indirectadigiwn of the common units by Fund IIl, Fund IVSTAG GlI; or
. shares of our common stock or other securitieswvedaipon redemption of the common units.

While the timing of the STAG Gl distributias expected to occur no earlier than 12 monttes #ie initial public offering, we cannot estimatbat the
value of any future distribution will be at the 8t is made. In addition, we cannot estimate itnéng of any future distributions by Fund Il andrd IV or
the value of any future distributions when theymiade. Accordingly, we also cannot estimate whedhgrof the residual interests will operate to juievany
of our executive officers or their affiliates addital consideration or the extent to which thedesl interests may so operate. Our executive officzertain of
their affiliates, certain of our employees and @@rbther investors in the management company and Rl, Fund IV and STAG GI have direct or inditec
residual interests in amounts that vary by fund: Clairman and Chief Executive Officer and Predidigtn. Butcher, is a member of the management
committees of the managers that will control tiharg of any distributions made by Fund IIl and Fuvd

In connection with our formation transanspour board of directors granted a waiver to STAIGGI Partners and an affiliate of Gl Partnerswm up to
28.7% of our outstanding common stock. See "Desonpf Stock—Restrictions on Ownership and Tran%fe

For up to three years following our init@lblic offering, STAG Gl is required to pay Gl Beaars a minimum distribution equal to an 8.0% cotrreturn
on the value of Gl Partners' interest in STAG @l{ing its interest based on the per-share impgdlic offering price of our common stock in thiesing and
without attributing any value to the residual itgs in STAG GI). The sole sources of funds fas thinimum distribution will be the distributionsigan the
common units held by STAG Gl that are attributabl®&ED and, to the extent such distributions aresndficient to satisfy this minimum distributiotihe
obligation of a third-party investor affiliated WitNED to indirectly fund any shortfall to Gl ParteeAs we have declared distributions for bothgbeond and
third quarters of 2011 that equal this minimumritsition, this requirement expired on October 1812
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Services Agreements and Option Properties

In connection with our formation transansaand our initial public offering, we entered istparate services agreements with Fund I, Furahd
Fund IV pursuant to which we manage their operatamd certain other properties, as set forth intgredetail below.

Fund Il continues to operate as a priviaty-invested fund and retained ownership of isgBoperties, with approximately 13.1 million resi@square
feet. We entered into a services agreement witld Fluon terms we believe to be customary, purst@mthich we manage its properties in return foeanual
asset management fee based on the equity invesim&inth assets, which will initially equal 0.94%ttoe equity investment and may increase up to%.2%
the equity investment to the extent assets areasuldhe total remaining equity investment is redlid he services agreement is terminable by eithety on
30 days' written notice. We have no current planscguire any of the Fund Il properties, but ugenapproval of a majority of the disinterested dives, we
would consider submitting a bid if Fund |l weredffer any of its properties for sale. However, aale to us would be an "affiliate sale" under Flitsd
operating agreement and require that Fund II'sitparty institutional investors approve the sale.

Following completion of our formation trawsions, Fund 11l retained ownership of the OptiRyoperties, which consist of three properties with
approximately 890,891 rentable square feet thavacant and that are acquisition opportunitiesuforWe entered into a services agreement with Rund
pursuant to which we manage the Option Propertiearf annual fee of $30,000 per property and psothieé limited administrative services (including
preparation of reports for the Fund Ill lender @ameestors, bookkeeping, tax and accounting seryieaad Il will require until its liquidation formannual fee
of $20,000. Upon approval of our independent desstwe have the right to acquire any of the OpRooperties individually for a period of up to tammonths
after notification that the property has stabilizédfined as 85% or greater occupancy pursuaegisek with at least two years in remaining durafitee sale
price of each property will be based on the fairketivalue of the property as determined by a tpaty appraisal. We have agreed to pay such siale ip
cash and not assume any existing loan on any ddfition Properties. In addition, Fund Ill agreed toosell any of the Option Properties except @lpfving
our failure to exercise timely our option to pursbdhe property upon stabilization (in which cdsegroperty will become freely saleable), or (3)jeat to a
right of first refusal in our favor, pursuant t8l@na fide user sale transaction.” A "bona fider gssde transaction" is a sale to a buyer, wherédtiyer or its
affiliate intends to occupy the property (as corepao a buyer that intends to lease the propergytémant unaffiliated with the buyer). If a boigefuser sale
transaction results in proceeds, after out-of-pbekpenses of the sale, in excess of Fund llI'epretiated cost to acquire the property plus abgeguent
capital invested in the property, then we will Iitted to 25% of such net excess proceeds. Ott t@purchase the Option Properties expires faary after
the date of the closing of our initial public ofifey.

In addition, we entered into a serviceseagrent with Fund IV pursuant to which we provide limited administrative services (including pregtamn of
reports for the Fund IV investors, bookkeeping,aas accounting services) Fund IV will require Litsi liquidation for an annual fee of $20,000. éfshe
completion of our initial public offering, STAG Géquires no further administrative or other sersice

Fund 11, Fund Ill, Fund IV and STAG Gl withake no additional property acquisitions, andsamior management team devotes substantially &8 of
business time to our business.
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Partnership Agreement

In connection with our formation transansand our initial public offering, we entered itih@ partnership agreement with the various estéied persor
directly receiving common units in our formatioarisactions, including Fund Ill, Fund 1V, STAG Gldarertain of our directors and executive officerd a
certain of their related parties. As a result, spetsons will become limited partners of our ogagppartnership. See "Our Operating Partnershiptbad
Partnership Agreement.”

Employment Agreements

We have entered into employment agreemeitiisour executive officers, effective April 20, 2D. The material terms of the employment agreemeitits
our named executive officers are described undeective Compensation—Employment Agreements."

Indemnification of Officers and Directors

Our charter includes provisions permittgdMaryland law that limit the personal liability ofur directors for a breach of their fiduciary dofycare as a
director. Our bylaws provide that we will indemniyr directors, executive officers and employeahéofullest extent permitted by Maryland law. Weezed
into indemnification agreements with each of ourent and future directors and executive officehgolv will require us to indemnify such personshe t
maximum extent permitted by Maryland law and to pagh persons' expenses in defending any civitionial proceedings related to their service on our
behalf in advance of final disposition of such meding. See "Management—Limitation of Liability amdemnification.”

Voting Agreement

In connection with our formation transanspwe, Fund I, Fund IV, STAG GlI, the Gl Partrienember in STAG Gl and the contributors of our
management company entered into a voting agreeferguant to the voting agreement, the Gl Partmeasiber in STAG Gl had the right to select two
members of our initial seven member board. In &hlitve agreed that we will cause two persons sadduy the Gl Partners' member to be nominated for
election to our board of directors at each annwegting of our shareholders. Both of the persong megt minimum standards described in the voting
agreement, and one of the selected persons musy@san independent director under the NYSEgtite director independence and be able to senanen
of our compensation, audit, nominating and investnrecemmittees and will be required to serve asti@rperson of one of such committees. The patdidise
voting agreement agreed, at each annual meetiagrafhareholders, to vote all of their shares ofimon stock in favor of the election of the two noaes to
our board of directors. The agreement will termeénaithin the first three years after our initialghia offering if Gl Partners' member in STAG Gl acettain of
its affiliates fail to beneficially own at least%0of our fully diluted shares of common stock carsting immediately following their transfer of aimyerest in
the common units received by STAG Gl in our formatiransactions (including shares of our commockstibat we may issue upon redemption of such
common units). In addition, the agreement will tevate after the first three years following outtiai public offering if GI Partners' member in STA& and
certain of its affiliates fail to beneficially owat least 10% of our fully diluted shares of commnstock outstanding, whether or not immediately folleg their
transfer of common units or shares of common stock.
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Registration Rights

We also entered into a registration rigiggeement with the various entities and persortgéicaived common units in our formation transaxgidJnder
the registration rights agreement, subject to gelimitations, commencing not later than 12 mordfter the closing of our initial public offeringie will file a
shelf registration statement with the SEC, andethiéer use our best efforts to have the registratiatement declared effective, covering the contils resale
of the shares of common stock issued or issual@&éhange for common units issued to Fund Ill, FMHBTAG Gl and the members of the management
company in our formation transactions. We may uataption, prepare and file a registration statemegistering the issuance by us to the holderofmon
units received in our formation transactions ofrekaf our common stock in lieu of our operatingparship's obligation to pay cash for such commmoits.
We also agreed to provide rights to holders ofét@smmon units to demand additional registratiatestent filings. We agreed to pay substantiallyfthe
expenses relating to a registration of such seesirit

Relationship with New England Development, LLC

An affiliate of NED provided the seed capfor our predecessor company in 2003. As a reNiliD and NED's former senior officer and our Chief
Financial Officer, Executive Vice President anda&erer, Mr. Sullivan, received ownership inter@sthe management company. In addition, anothdraaéf
of NED owned interests in the management compangohnection with our initial public offering, tiED members and Mr. Sullivan contributed their
respective interests in the management companyrtoperating partnership in exchange for commotsuni

Mr. Sullivan served on the board of managdithe management company continuously sinderitsation until its contribution to the operating
partnership. Mr. Sullivan also serves on the b@dmianagers or management committees of STAG Manhdd C (the entity that manages Fund Il), STAG
Manager Ill, LLC (the entity that manages Fund, li)d STAG Manager, LLC (the entity that managasdA¥). In addition, Mr. Sullivan served on the
investment committees for Fund I, Fund Il and &uM.

Pursuant to the terms of its operating egrent, the management company was authorized tovbaip to $1.5 million on an unsecured line of drédm
an affiliate of NED for operating expenses and dépoonies. This loan was originally drawn on M&y 2007 and as of December 31, 2010, there was
$1.0 million outstanding under the line of credite line of credit was paid in full from the prodseof our initial public offering and terminated.

In addition, as of December 31, 2010, tlvems an approximately $4.4 million loan outstanditmgn an affiliate of NED to the Fund Ill subsidias that
were contributed to us in our formation transactiorhe loan was made on January 31, 2009 and dceguis were used as part of a debt refinancingyto p
down indebtedness on the Fund Il properties couteid to us. The loan was repaid with proceeds fsaminitial public offering.

Affiliates of NED provided a guaranty fobedge loan from Anglo Irish secured by the praigsrthat were owned by Fund Ill. Fund Ill and MED
affiliates entered into a loan guarantee agreethenipaid the NED affiliate an annual fee of 9.0Pthe outstanding balance of the bridge loan. At plour
formation transactions, the outstanding balanck3df4 million as of December 31, 2010 on the bridge was paid in full.

Other than NED's ownership of common urgteived as a result of our formation transactidits) has no further interest in or control of oarmpany.
We will not have any ongoing borrowing relationshigph NED.
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Background

We have deployed approximately $1.5 billidrcapital representing the acquisition of 229pemties since 2004. Prior to our formation, thesestments
were made through four private equity real estatel, SCP Green, LLC ("Fund I"), Fund I, Funddhd Fund 1V, and one joint venture, STAG GI. Ast judir
our formation transactions, we acquired the exgstissets and operations of our predecessor business

All of the 24 properties owned by Fund Ireveold in 2006. In 2007, 16 properties owned byd=li were sold. Fund Il retained ownership of 86perties
and continues to operate as a private, fully-iree$tind but will not make any further property asgiions. Fund Ill, Fund IV and STAG Gl contributéd
properties to us in our formation transactionsxchange for common units. Fund Il retained ownigrsifithe Option Properties. See "Certain Relatijos
and Related Transactions—Services Agreements atidrCRroperties."

Our senior management team consists oBMicher, the Chairman of our board of directors andChief Executive Officer and President, Mr.Isah,
our Chief Financial Officer, Executive Vice Presitland Treasurer, Mr. Mecke, our Chief Operatinfjo®f and Executive Vice President, Ms. Arnone, our
Executive Vice President, General Counsel and Sagreand Mr. King, our Executive Vice President @irector of Real Estate Operations. They havé eac
led or helped manage private and public real estatganies and funds, including STAG Capital PastneC, AMB Property Corp., Trizec Hahn
Corporation, Meditrust Corporation and LaQuinta [oation.

Initial Public Offering and Formation Transactions

We were incorporated on July 21, 2010 utidedaws of the State of Maryland. STAG Indust@glerating Partnership, L.P., our operating pastmpr
was organized as a limited partnership under the taf the State of Delaware. We conduct substéydllof our operations and own substantiallycdlbur
assets through our operating partnership and litsidiaries.

On April 20, 2011, we sold 13,750,000 skarecommon stock in our initial public offeringn®lay 13, 2011, we sold an additional 2,062,500eshaf
common stock pursuant to the underwriters exetbisie overallotment option in full. We contributéue net proceeds from our initial public offerirogdur
operating partnership in exchange for common u@its. interest in our operating partnership entitiego share in cash distributions from, and inptrudits
and losses of, our operating partnership in prémpotb our percentage ownership. As the generahpaof our operating partnership, our wholly-owned
subsidiary generally has the exclusive power uttteepartnership agreement to manage and conduoptrating partnership's business, subject toioerta
limited approval and voting rights of the otherilied partners described more fully below in "Oure@ging Partnership and the Partnership Agreemént:”
board of directors manages the affairs of our comy directing the affairs of our operating parsiép.

Beginning on or after the date which isviénths after the consummation of our initial puldifering, limited partners of our operating parsiep have
the right to require our operating partnershipedeem part or all of their common units for cagtsdal upon the fair market value of an equivalentber of
shares of our common stock at the time of the rediem or, at our election, shares of our commaoulstsubject to the ownership limits set forth ur charter
and described under the section entitled "Desoriptif Stock—Restrictions on Ownership and Transigtith each redemption of units, we will increase o
percentage ownership interest in our operatingipaship and our share of our operating partnesshgsh distributions and profits and losses. See "O
Operating Partnership and the Partnership Agreetnent
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In connection with our initial public ofieg, we engaged in the following formation trangad, which were designed to consolidate the ovinigersf our
initial property portfolio under our operating pagtship and its subsidiaries, consolidate our &itipim and asset management businesses into algupof
our operating partnership and enable us to quatifg REIT for U.S. federal income tax purposes cenuimg with the taxable year ending December 3112

. Pursuant to separate contribution agreements, grrating partnership, directly or indirectly thrdvigs wholly-owned subsidiaries, acquired a
100% equity interest in the entities that ownedinitial properties in exchange for common uniteo3e equity interests were acquired in
exchange for 7,551,379 common units, represendn@’8 of the total number of shares of our commonksbutstanding upon completion of
our initial public offering on a fully diluted basias set below:

. Fund 11l contributed 100% of the equity interestshie entities owning 57 of its properties to operating partnership in exchange for
230,769 common units;

. Fund IV contributed 100% of the equity interestshia entities owning all 19 of its properties to operating partnership in exchange for
1,754,521 common units; and

. STAG Gl contributed 100% of the equity interestshia entities owning all 15 of its properties to operating partnership in exchange
for 5,566,089 common units.

. Pursuant to separate contribution agreements, émehars of the management company contributedititenests in the management company
to our operating partnership in exchange for 38 &#hmon units, representing 0.2% of the total nunalbshares of our common stock
outstanding upon completion of our initial publifeving on a fully diluted basis.

. In connection with the foregoing transactions, weatly or indirectly assumed approximately $25@&ion in principal amount of mortgage
debt (together with all related accrued and unpaitest) secured by our properties that was mtidewith proceeds of our initial public
offering.

. With the proceeds of our initial public offeringewepaid approximately $162.2 million in indebtesthéncluding principal and related accrued

interest) owed by the entities we acquired pursta@ttte contribution agreements references above.

. We closed on our $100 million credit facility (sabf to increase to $200 million under certain aimstances) and borrowed approximately
$11.0 million thereunder.

. We refinanced our debt due in 2012 to extend thirityadate to October 2013.
. Our executive officers entered into employment agrents with us.
. We issued 200,441 LTIP units to our executive efficand independent directors and 80,809 sharestoicted common stock to our employ

pursuant to our 2011 Equity Incentive Plan, reprdsg in the aggregate 1.3% of the total numbestafres of our common stock outstanding
upon completion of our initial public offering orfaly-diluted basis.

Pursuant to the contribution agreementreeiced above, we assumed or succeeded to alttoceatributor's or seller's rights, obligationslan
responsibilities with respect to the entities citmtted or sold.

We did not enter into any tax protectiomeggnents in connection with our formation trangengi In addition, we did not obtain any third-pappraisals
of the properties contributed to us in our formaticansactions or fairness opinions in connectigh wur formation transactions. As
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a result, the consideration for these propertigsather assets in our formation transactions mag lexceeded their fair market value. Additionathge
contribution agreements described above were rgitizged at arm's length, and the terms of thoseemgents may have been more favorable to Fund I,
Fund I, Fund 1V, STAG GI and the owners of themagement company than they would have been hadteynegotiated by third parties.

This Offering

We will contribute the net proceeds frora fale of Series A Preferred Stock in this offetmgur operating partnership in exchange for Sedi€referre
Units in our operating partnership, which will haights as to distributions and upon liquidatioissdlution or winding up that are substantially ikmto those
of the Series A Preferred Stock. Our interest inaperating partnership's Series A Preferred Unilisentitle us to share in cash distributions froom
operating partnership before distributions are maitle respect to our operating partnership's comonats, up to an amount per Series A Preferred &liial
to the dividend preference on a share of SeriesefeRed Stock.
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The following is a discussion of our invesnt policies and our policies with respect toaarbther activities, including financing mattersiaconflicts of
interest. These policies may be amended or re¥isettime to time at the discretion of our boarddotctors, without a vote of our shareholders. Ahgnge
to any of these policies by our board of directbmsyever, would be made only after a thorough m@\ded analysis of that change, in light of therstrg
business and other circumstances, and then onlytlie exercise of its business judgment, ourdboddirectors believes that it is advisable tosddn our and
our shareholders' best interests. We cannot agsurthat our investment objectives will be attained

Investments in Real Estate or Interests in Real Eate

We invest principally in single-tenant irstiial properties in the United States. As of J88g2011, our portfolio consists of 93 propertie26 states with
approximately 14.2 million rentable square feetaditlition, our executive officers will identify amegotiate future acquisition opportunities. Fdoimation
concerning the investing experience of these iddiais, please see the sections entitled "Busirsest"Management.”

We conduct substantially all of our investrhactivities through our operating partnershig és subsidiaries. Our primary business objedswe enhanc
shareholder value over time by achieving sustambivig-term FFO growth and generating attractivel te@turns to our shareholders.

There are no limitations on the amountencpntage of our total assets that may be invéstady one property. Additionally, no limits havedn set on
the concentration of investments in any one locatiofacility type.

Additional criteria with respect to our pesties are described in "Business."
Investments in Mortgages, Structured Financings an@®ther Lending Policies

We have no current intention of investingdans secured by properties or making loans teops other than in connection with the acquisigbn
mortgage loans through which we expect to achieuitye ownership of the underlying property in treanterm.

However, if we decide to sell any of ouoperties, in some instances we may sell our prigseoly providing financing to purchasers. In thies¢ances,
we would secure this financing with first mortgagesthe properties. If we provide financing to fhasers, we will bear the risks that the purchaser defaul
and the distribution of the proceeds of the salesut shareholders will be delayed.

Investments in Securities of or Interests in PersanPrimarily Engaged in Real Estate Activities and @ner Issuers

Generally speaking, we do not expect tagagn any significant investment activities wither entities, although we may consider joint veatu
investments with other investors. We may also inirethe securities of other issuers in connectidth acquisitions of indirect interests in propestinormally
general or limited partnership interests in spegisipose partnerships owning properties). We malerfuture acquire some, all or substantiallyoathe
securities or assets of other REITs or similartistivhere that investment would be consistent withinvestment policies and the REIT qualification
requirements. There are no limitations on the arhoupercentage of our total assets that may besbed in any one issuer, other than those impogéueb
gross income and asset tests that we must satisfyalify as a REIT. However, we do not anticipateesting in other issuers of securities for theppse of
exercising control or acquiring any investmentsnariily for sale in the
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ordinary course of business or holding any investseiith a view to making short-term profits froheir sale. In any event, we do not intend that our
investments in securities will require us to regists an "investment company” under the Investi@entpany Act of 1940, as amended, and we intend/&st
securities before any registration would be reglire

We do not intend to engage in trading, mwdéng, agency distribution or sales of secust® other issuers.
Disposition Policy

Although we have no current plans to digpaisany of the properties we acquire, we will addasdoing so, subject to REIT qualification andhgbited
transaction rules under the Code, if our managehetermines that a sale of a property would baimmterests based on the price being offeredHer t
property, the operating performance of the propéhty tax consequences of the sale and other aatwt circumstances surrounding the proposedSade.
"Risk Factors—Risks Related to Our Business and®joas."

Financing Policies

We expect to fund property acquisitionsiatly through a combination of any cash availdbten offering proceeds, our credit facility anddittonal
mortgage financing. Where possible, we also ardteijpusing common units issued by our operatingipeship to acquire properties from existing owners
seeking a tax-deferred transaction. In additionnveg use a number of different sources to finangeaoquisitions and operations, including cash ioiexy by
operations, secured and unsecured debt, issuaniabbfecurities, perpetual and non-perpetual peefestock, additional common equity issuancetereof
credit or any combination of these sources, teettient available to us, or other sources that nezpime available from time to time. We also may take
advantage of joint venture or other partnering apputies as such opportunities arise in orderciquére properties that would otherwise be unavéelad us.
We may use the proceeds of our borrowings to aeqssets, to refinance existing debt or for geroenadorate purposes.

We do not have a policy limiting the amoahtiebt that we may incur, although we targetrgytterm average debt-to-EBITDA ratio of betweerxsafd
7.0x, although we may exceed these levels from tontane as we complete acquisitions. Our chamelrtaylaws do not limit the amount or percentage of
indebtedness that we may incur. Our board of direaanay from time to time modify our debt policylight of then-current economic conditions, relatosts
of debt and equity capital, market values of owperties, general conditions in the market for @etat equity securities, fluctuations in the mapwte of our
common stock, growth and acquisition opportuniéied other factors. Accordingly, our board of dicestmay increase our indebtedness beyond the policy
limits described above. If these policies were ¢jeah we could become more highly leveraged, reguiti an increased risk of default on our obligagiand a
related increase in debt service requirementsciindtl adversely affect our financial condition aedults of operations and our ability to pay divide to our
shareholders.

Equity Capital Policies

Subject to applicable law, the requireméaitdisted companies on the NYSE and the rightsalélers of our Series A Preferred Stock, our badrd
directors has the authority, without further shatdar approval, to issue additional authorized ethaf common stock and preferred stock or otherveise
capital, including through the issuance of sengmusities, in any manner and on the terms anchioconsideration it deems appropriate, includingxchange
for property. Existing
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shareholders will have no preemptive right to adddl shares issued in any offering, and any affernight cause a dilution of investment. We maghin
future issue shares of common stock in connectitim acquisitions. We also may issue common unitsoimnection with acquisitions of property.

Our board of directors may authorize tlseidgce of shares of preferred stock with termscanditions that could have the effect of delayiteterring or
preventing a transaction or a change in controlusfcompany that might be in the best interestsuofshareholders. Additionally, subject to the tighf
holders of our Series A Preferred Stock, shargseferred stock could have distribution, votinguidation and other rights and preferences thasamér to
those of our common stock and Series A PreferredkSSubject to the rights of holders of our SeAdreferred Stock, we also may issue preferrets wfi
limited partnership interest in our operating parship that could have distribution, liquidatiordasther rights and preferences that are senidgraset of our
common units and therefore structurally seniohtise of our common stock.

We may, under certain circumstances, pselshares of common or preferred stock in the apgket or in private transactions with our shardard, if
those purchases are approved by our board of dieeddur board of directors has no present intargfccausing us to repurchase any shares, andctioyn a
would only be taken in conformity with applicabkderal and state laws and the applicable requirenfienqualifying as a REIT.

In the future, we may institute a divideeéhvestment plan, which would allow our sharehdde acquire additional shares of common stock by
automatically reinvesting their cash dividends.r8bavould be acquired pursuant to the plan ateem@gual to the then prevailing market price, witho
payment of brokerage commissions or service cha&ereholders who do not participate in the plahcantinue to receive cash dividends as declared.

Conflict of Interest Policy

The executive officers for each of the ngira of Fund I, Fund Ill, Fund IV and STAG Gl c@&if a number of persons who serve as execuffieers
in similar positions in our company, specificalifessrs. Butcher, Sullivan Mecke and King and Msidkre. Also, Mr. Butcher, who is a member of ourrdoa
of directors, also serves on the board of managetfor management committees of the managers af FuRund Il and Fund IV, and is a member of the
management board of STAG GI. Mr. Fraser, one ofdfvour directors selected by Gl Partners, is alseember of the management board of STAG Gl and
serves as a Director at Gl Partners, LLC, whicinisffiliate of Gl Partners and STAG GI. Mr. Sufliv, our Chief Financial Officer, Executive Vice Sicent
and Treasurer, also serves on the board of managefsr management committees of the managersraf FuFund Il and Fund IV. Our executive officers
and certain of our directors may have conflictingies because they have a duty to both us andrtd Fwhich retained ownership of its propertiesi avill
continue as a private, fully-invested fund untjuidated), Fund Il (which retained ownership ¢ tDption Properties), Fund IV and STAG GI. All bése
entities are fully invested and, as a result, matt be making any additional investments in inc@raperties. It is possible that the executive effi¢ and board
members' fiduciary duty to and interests in FundFiind 111, Fund IV, STAG Gl and GI Partners, LLi@¢luding, without limitation, their interests irufRd Il
and the Option Properties, will conflict with whaill be in the best interests of our company.

Additional conflicts of interest could ais the future as a result of the relationshigs/ben us and our affiliates, on the one hand, ameperating
partnership or any partner thereof on the other.dectors and officers have duties to our compamyer applicable Maryland law in connection whbit
management of our company. At the same time, wieamdirect general partner of our operatingmpenthip, have duties to our operating partnershipta
its limited partners in
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connection with the management of our operatingnpaship under Delaware law as modified by our afdieg partnership agreement. Our duties, as the
indirect general partner of our operating partnigrsinay come into conflict with the duties of ourettors and officers to our company.

We have adopted policies to reduce potecaiaflicts of interest. Our policies provide ttaaty transaction involving us in which any of ouredtors,
officers or employees has a material interest rbestpproved by a vote of a majority of our disiested directors. However, we cannot assure youtibae
policies will be successful in eliminating the urfhce of these conflicts. See "Risk Factors—Rigdated to Our Organization and Structure.”

Reporting Policies

We intend to make available to our shamés our annual reports, including our audited ahfioancial statements. We are subject to therinédion
reporting requirements of the Exchange Act. Purstathese requirements, we are required to fiteopée reports, proxy statements and other inforomat
including audited financial statements, with theCSE
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The following table sets forth certain infation regarding the ownership of shares of omnroon stock by:

. each of our directors;

. each of our executive officers;

. each person who will be the beneficial owner of ethian 5% of our outstanding common stock; and
. all directors and executive officers as a group.

In accordance with SEC rules, each lisedgn's beneficial ownership includes:

. all shares the person actually owns beneficiallgfaecord;

. all shares over which the person has or sharesgroti dispositive control (such as in the capaa#ty general partner of an investment fund);
and

. all shares the person has the right to acquireim@ days.

Unless otherwise indicated, all sharesoameed directly, and the indicated person has sofieg and investment power. Except as indicatetién
footnotes to the table below, the business addretbe shareholders listed below is the addressipprincipal executive office, 99 High Street, [281oor,
Boston, Massachusetts 02110.

Number of
Shares and/or
Common Units Percent of
Beneficially Percent of All Shares and
Name Owned(1)(2) All Shares(3) Common Units(4)
STAG Investments Ill, LLC(5 230,76¢ 1.4% 1.C%
STAG Investments IV, LLC(5 1,754,52. 9.9% 7.4%
STAG Gl Investments, LLC and GI Partners(6)( 5,566,08! 25.9% 23.5%
New England Development, LLC(5)(10)(1 1,996,48. 11.2% 8.4%
FMR LLC(12) 2,210,69: 13.%% 9.3%
Edward C. Johnson 3d(1 2,210,69: 13.% 9.3%
Benjamin S. Butcher(5)(: 2,088,16! 11.€% 8.8%
Gregory W. Sullivan(8)(11 62,96 * *
Stephen C. Mecke(t 36,20¢ * *
Kathryn Arnone(8 19,10: * *
David G. King(8) 15,39: * *
F. Alexander Frase 7,85( * *
Jeffrey D. Furber(9 29,67( * *
Larry T. Guillemette(9 14,06¢ * *
Francis X. Jacoby I11(9 12,17( * *
Edward F. Lange, Jr.(¢ 9,96¢ * *
Hans S. Weger(¢ 15,86¢ * *
All directors and executive officers as a group jjetsons 2,311,41. 12.£% 9.8%

* Represents less than 1.0%.

(1)  Asused herein, "voting power" is the power to vartelirect the voting of shares and "investment @ds the power to dispose or
direct the disposition of share

134




Table of Contents

PRINCIPAL SHAREHOLDERS

@

©)

4)

®)

©)

@)

®)

Ownership consists of shares of common stock, camunés and LTIP units. Common units issued infoumation transactions may
not be redeemed for cash, or at our election, comstack until the first anniversary of the closfgour initial public offering. Upon
achieving parity with the common units and beconfiregleemable” in accordance with the terms of timnership agreement of our
operating partnership, LTIP units may be redeerneddsh, or at our option, an equal number of shafeommon stock.

Based on 15,901,560 shares of common stock outstaad of October 25, 2011. In computing the peagg ownership of a person or
group, we have assumed that the common units aifel wits held by that person or the persons irgtoep have been redeemed for
shares of common stock and that those shares estading but that no common units or LTIP unitklt®y other persons are redeer
for shares of common stock.

Based on 23,692,001 shares of common stock outstaad of October 25, 2011 on a fully-diluted bas@nprised of 15,901,560
shares of common stock, 7,590,000 common unit280¢t41 LTIP units.

Amounts shown reflect the number of common unias #re owned by STAG Investments I, LLC and STh@estments IV, LLC.
These entities are managed by management comnutteggch the controlling members are Benjamin StdBer and delegates of
affiliates of New England Development, LLC. As ault, Mr. Butcher and New England Development, Lih&y be deemed to
beneficially own the shares of common stock that bereceived by STAG Investments Ill, LLC and STA®estments IV, LLC upo
exchange of their common units. Each of Mr. Butcredt New England Development, LLC disclaim any ffieis ownership of such
shares, except to the extent of their pecuniasrést therein. The address for New England DevedopniLC is One Wells Avenue,
Newton, Massachusetts 02459.

Amount shown reflects the number of common units gre owned by STAG Gl Investments, LLC. Thistgri§ managed by a board
of directors of which the controlling members aededates of entities affiliated with Gl Partners. @result of the ability of these
entities to select the controlling members of thard of directors of STAG Gl Investments, LLC, Grfhers may be deemed to
beneficially own the shares of common stock that bereceived by STAG Gl Investments, LLC upon exaje of its common units.
Gl Partners disclaims any beneficial ownershipuahsshares, except to the extent of its pecunragrést therein. The address for Gl
Partners is 2180 Sand Hill Road, Suite 210, Meld PCalifornia 94025.

Includes 5,252 common units that are owned by STIREmployees, LLC, of which an affiliate of Mr. Beher is the manager and may
be deemed to have beneficial ownership. Mr. Butdisiaims beneficial ownership of the shares aficmn stock that may be receiy
by that entity upon exchange of its common unitsget to the extent of his pecuniary interest timerlso includes (a) 9,320 common
units that are owned directly by Mr. Butcher, (26 common units that are owned by affiliates of Butcher and (c) 72,683 LTIP
units granted to Mr. Butcher in connection with mitial public offering, which will vest over fivgears in equal installments on a
quarterly basis beginning on June 30, 2011, subjecbntinued service as an employee or director.

Includes 19,666, 34,204, 17,102 and 15,391 LTIRswgranted to each of Mr. Sullivan, Mr. Mecke, Msnone and Mr. King,

respectively, in connection with our initial pubbéfering, which will vest over five years in equastallments on a quarterly basis
beginning on June 30, 2011, subject to continuedceas an employe
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(10)
(11)

(12)

(13)

Includes 8,279 LTIP units granted to each initilépendent director in connection with our inifablic offering, which will vest over
five years in equal installments on a quarterlyivbeginning on June 30, 2011, subject to contiragedice as a director.

Includes 11,193 common units that are owned bYiafs of New England Development, LLC.
Includes 3,731 common units that are owned dirdmtlir. Sullivan.

This information and the information in this footaavas obtained from a Schedule 13G filed withSE€ on May 10, 2011. FMR LL
in its capacity as a parent holding company, isyaEkto have sole power to vote or to direct the wath respect to 715,750 shares of
common stock and each of FMR LLC and Edward C. Sohr3d are deemed to have sole power to dispdsedinect the disposition
with respect to the same 2,210,692 shares of constook. FMR LLC and Edward C. Johnson 3d repottedl Eidelity Management &
Research Company, a wholly-owned subsidiary of AHMR and an investment adviser under Section 2GB@investment Advisers
Act of 1940, is the beneficial owner of 1,494,942res or 10.9% of our outstanding common stock.bitsness address for FMR LLC
and Edward C. Johnson 3d is 82 Devonshire StrestoB, Massachusetts 02109.

Information is based solely on the Company's recardd may not include shares they hold in stremien
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The following summary of the material terms andvigions of the Series A Preferred Stock does nqigotito be complete and is subject to our charter,
including the articles supplementary setting fatta terms of the Series A Preferred Stock, a fdrmhich is attached as an exhibit to the registratstatemer
of which this prospectus is a part, and our bylagapies of which are filed as exhibits to the riggiion statement of which this prospectus is a.paee
"Where You Can Find More Information."

General

Prior to the closing of this offering, duward of directors will classify 2,760,000 sharéthe company's authorized but unissued prefet@kss, and
will approve articles supplementary setting fotth terms of, a series of the company's prefermk stiesignated as the 9.0% Series A Cumulativee&eadbl
Preferred Stock. When issued in accordance withgiospectus, the Series A Preferred Stock willdiglly issued, fully paid and nonassessable. @ard of
directors may authorize the issuance and saledifiacial shares of Series A Preferred Stock frametio time.

In connection with this offering, we, incacdance with the terms of the partnership agreéwofesur operating partnership, will contributeatherwise
transfer the net proceeds of the sale of the SAreeferred Stock to our operating partnership, @ur operating partnership will issue to us 9.086¢s A
Cumulative Redeemable Preferred Units. Our opegatartnership will be required to make all requidéstributions on the Series A Preferred Unitsradiey
distribution of cash or assets to the holders efgred units ranking senior to the Series A Pretetnits as to distributions and liquidations tivatmay issue
and prior to any distribution of cash or assethéoholders of common units or to the holders gf @her equity interest of our operating partngysbicept fo
any other series of preferred units ranking onréypwith the Series A Preferred Units as to dittions and liquidation, in which case distribugosill be
made pro rata with the Series A Preferred Unitsyidled however, that our operating partnership maie such distributions as are necessary to enalite
qualify or maintain our qualification as a REIT.

Listing

We intend to apply to list our Series Afereed Stock on the NYSE under the symbol "STAG\PrWe expect trading of the shares of Series Adtred
Stock on the NYSE, if listing is approved, to conmoe within 30 days after the date of initial detivef the shares. See "Underwriting (Conflicts telrest)"
for a discussion of the expected trading of ouieSek Preferred Stock on the NYSE.

Ranking

The Series A Preferred Stock will rank,haiéspect to dividend rights and rights upon vauwnbr involuntary liquidation, dissolution or wiimgy up of ou
affairs:

. senior to all classes or series of our common st@o# to any other class or series of our capitaksexpressly designated as ranking junior to
the Series A Preferred Stock;

. on parity with any class or series of our capitatk expressly designated as ranking on parity thiéhSeries A Preferred Stock; and

. junior to any other class or series of our cagtatk expressly designated as ranking senior t&#hniees A Preferred Stock, none of which exists
on the date hereof.

The term "capital stock" does not includeertible or exchangeable debt securities, novehath is outstanding as of the date hereof, whicior to
conversion or exchange, will rank senior in
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right of payment to the Series A Preferred Stodie Beries A Preferred Stock will also rank junioright of payment to our other existing and futdedt
obligations.

Dividends

Subject to the preferential rights of tledders of any class or series of our capital stacking senior to the Series A Preferred Stock wapect to
dividend rights, holders of shares of the Serid¥réferred Stock are entitled to receive, whennasifeauthorized by our board of directors and desdl by us
out of funds legally available for the payment dfidends, cumulative cash dividends at the rat®.@% per annum of the $25.00 liquidation prefergree
share of the Series A Preferred Stock (equivatette fixed annual amount of $2.25 per share oStiges A Preferred Stock).

Dividends on the Series A Preferred Stodkagcrue and be cumulative from and including da¢e of original issue and will be payable to leotd
quarterly in arrears on or about the last day ofdlaJune, September and December of each yeifuisach day is not a business day, on the nexterding
business day, except that, if such business daytiiee next succeeding year, such payment shafidse on the immediately preceding business dagadh
case with the same force and effect as if madeion date. The term "business day" means each thegf, than a Saturday or a Sunday, which is notyeoda
which banks in New York are required to close.

The amount of any dividend payable on teeeS A Preferred Stock for any dividend period t# computed on the basis of a 360-day year ciimgisf
12 30-day months. A dividend period is the respegieriod commencing on and including the first dayanuary, April, July and October of each yeat a
ending on and including the day preceding the €iest of the next succeeding dividend period (othan the initial dividend period and the divideretipd
during which any shares of Series A Preferred Sshektl be redeemed). Dividends will be payablediolérs of record as they appear in our stock recatdhe
close of business on the applicable record dateshdhall be the date designated by our boardrettiirs as the record date for the payment of divid that i
not more than 35 and not fewer than 10 days poitiné scheduled dividend payment date.

The first dividend on the Series A Prefdr&tock is scheduled to be paid on December 30, 2adl will be a pro rata dividend from and inclugthe
original issue date to and including December 81,12in the amount of $0.36875 per share.

Dividends on the Series A Preferred Stoitkagcrue whether or not:

. we have earnings;
. there are funds legally available for the payméinhose dividends; or
. those dividends are authorized or declared.

Except as described in the next two paggaunless full cumulative dividends on the Setiddreferred Stock for all past dividend periodst thave
ended shall have been or contemporaneously ararddcdnd paid in cash or declared and a sum rffifdr the payment thereof in cash is set apart fo
payment, we will not:

. declare and pay or declare and set aside for payoheividends, and we will not declare and make distribution of cash or other property,
directly or indirectly, on or with respect to artyases of our common stock or shares of any otlaesabr series of our capital stock ranking, ¢
dividends, on parity with or junior to the Seriedfeferred Stock, for any period; or

. redeem, purchase or otherwise acquire for any deretion, or make any other distribution of casbtber property, directly or indirectly, on or
with respect to, or pay or make available any
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monies for a sinking fund for the redemption ofy aammon stock or shares of any other class ocesefiour capital stock ranking, as to
dividends and upon liquidation, on parity with onior to the Series A Preferred Stock.

The foregoing sentence, however, will nathibit:

. dividends payable solely in capital stock rankingigr to the Series A Preferred Stock;
. the conversion into or exchange for other sharesgfclass or series of capital stock ranking jutoche Series A Preferred Stock;
. our purchase of shares of Series A Preferred Spyekerred stock ranking on parity with the SeAeBreferred Stock as to payment of divide

and upon liquidation or capital stock or equitysé@e@s ranking junior to the Series A Preferredc&tpursuant to our charter to the extent
necessary to preserve our status as a REIT assdetwnder "—Restrictions on Ownership and Trahsied

. our purchase of preferred stock ranking on parith the Series A Preferred Stock as to paymenivaflends and upon liquidation pursuant to a
purchase or exchange offer made on the same terhwdders of all outstanding shares of Series AdPred Stock.

When we do not pay dividends in full (aradrobt set apart a sum sufficient to pay them if) furl the Series A Preferred Stock and the shdrasyother
class or series of capital stock ranking, as taddivds, on parity with the Series A Preferred Steakwill declare any dividends upon the Seriesréf&red
Stock and each such other class or series of tapitzk ranking, as to dividends, on parity witke Beries A Preferred Stock pro rata, so that theuatof
dividends declared per share of Series A Prefe3tedk and such other class or series of capitakstdll in all cases bear to each other the sartie that
accrued dividends per share on the Series A Peef&tock and such other class or series of cagdek (which will not include any accrual in respet
unpaid dividends on such other class or seriesyifal stock for prior dividend periods if such etltlass or series of capital stock does not hauwevaulative
dividend) bear to each other. No interest, or siimaney in lieu of interest, will be payable in pest of any dividend payment or payments on théeeSéx
Preferred Stock which may be in arrears.

Holders of shares of Series A PreferrediSgre not entitled to any dividend, whether pagablcash, property or shares of capital stockxitess of full
cumulative dividends on the Series A Preferred IS&scdescribed above. Any dividend payment madéeiseries A Preferred Stock will first be credited
against the earliest accrued but unpaid dividemnesveth respect to those shares which remain paya&lgicrued but unpaid dividends on the Series AePred
Stock will accumulate as of the dividend paymenédm which they first become payable.

We do not intend to declare dividends anSleries A Preferred Stock, or pay or set apagpdgment dividends on the Series A Preferred Stibtke
terms of any of our agreements, including any agesgs relating to our indebtedness, prohibit sudbdaration, payment or setting apart for paynoent
provide that such declaration, payment or settpaytfor payment would constitute a breach of dadk under such an agreement. Likewise, no dividemill
be authorized by our board of directors and dedlaseus or paid or set apart for payment if sughanization, declaration or payment is restricteghibitec
by law.

Upon a default, our credit facility wilhfiit, among other things, our ability to pay dividenIn addition, our credit facility limits, even the absence of
default, our ability to pay dividends. For exammee covenant restricts us from paying any dividemdmaking any payments for the repurchase ommptien
of our equity securities in an amount per year edo® in the aggregate the
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greater of (i) 115% (which percentage decreasestowe to 95% by March 31, 2013) of our funds froperations (as defined in the credit facility) dimdthe
amount of distributions required to be paid fotagualify as a REIT. Other indebtedness that wg imeur in the future may contain financial or athe
covenants more restrictive than those applicabteitcexisting credit facility. See "Risk Factors—sik Related to Our Debt Financings—Covenants in our
mortgage loans, our credit facility and any futdedt instruments could limit our flexibility, premeus from paying distributions, including distrtlmns on our
Series A Preferred Stock, and adversely affecfinancial condition or our status as a REIT."

Liquidation Preference

Upon any voluntary or involuntary liquidani, dissolution or winding up of our affairs, bef@ny distribution or payment shall be made to s df
shares of our common stock or any other classragssef capital stock ranking, as to rights upoy @oluntary or involuntary liquidation, dissolutiam
winding up of our affairs, junior to the Series Peferred Stock, holders of shares of Series A PhedeStock will be entitled to be paid out of ossets legally
available for distribution to our shareholderseafiayment of or provision for our debts and ottadailities, a liquidation preference of $25.00 phiare of
Series A Preferred Stock, plus an amount equatyeacrued and unpaid dividends (whether or ndtaired or declared) up to but excluding the déte o
payment. If, upon our voluntary or involuntary lidation, dissolution or winding up, our availabksats are insufficient to pay the full amount & th
liquidating distributions on all outstanding shaoéSeries A Preferred Stock and the correspondimgunts payable on all shares of each other ctassries
of capital stock ranking, as to liquidation righas, parity with the Series A Preferred Stock indigtribution of assets, then holders of shareSasfes A
Preferred Stock and each such other class or sHr@gpital stock ranking, as to rights upon anlmtary or involuntary liquidation, dissolution winding up,
on parity with the Series A Preferred Stock wilashratably in any distribution of assets in praojporto the full liquidating distributions to whigdhey would
otherwise be respectively entitled.

Holders of shares of Series A PreferreaiSwill be entitled to written notice of any diditition in connection with any voluntary or involant
liquidation, dissolution or winding up of our affainot less than 30 days and not more than 60 mtaysto the distribution payment date. After payrnef the
full amount of the liquidating distributions to vehi they are entitled, holders of shares of Seri€eferred Stock will have no right or claim to afyour
remaining assets. Our consolidation or merger witimto any other corporation, trust or other gntitr the voluntary sale, lease, transfer or coaneg of all o
substantially all of our property or business, wik be deemed to constitute a liquidation, digsmtuor winding up of our affairs.

In determining whether a distribution (atktian upon voluntary or involuntary liquidatiob); dividend, redemption or other acquisition ofrelseof our
capital stock or otherwise, is permitted under Ny law, amounts that would be needed, if we u@iee dissolved at the time of the distributionsabisfy
the preferential rights upon dissolution of holdefshares of Series A Preferred Stock will noallded to our total liabilities.

Optional Redemption

Except with respect to the special optiordemption described below and in certain limiggdumstances relating to our ability to qualifyaaREIT as
described in "—Restrictions on Ownership and Transfve cannot redeem the Series A Preferred Sidokto November 2, 2016. On and after November 2,
2016, we may, at our option, upon not fewer thaa3@ not more than 60 days' written notice, reddenSeries A Preferred Stock, in whole or in patrgny
time or from time to
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time, for cash at a redemption price of $25.00gb&re, plus all accrued and unpaid dividends (vérethnot authorized or declared) up to but exclgdhe
date fixed for redemption, without interest, to gxtent we have funds legally available for thatpose.

If fewer than all of the outstanding shavéthe Series A Preferred Stock are to be redegmedvill select the shares of Series A PreferretiSto be
redeemed pro rata (as nearly as may be practieathieut creating fractional shares) by lot, or Iy ather equitable method that we determine witliolate
the 9.8% Series A Preferred Stock ownership lithguch redemption is to be by lot and, as a resfuduch redemption, any holder of shares of Seies
Preferred Stock, other than a holder of SerieséfdPred Stock that has received an exemption frarotvnership limit, would have actual or constrti
ownership of more than 9.8% of the issued and antlitg shares of Series A Preferred Stock by valurimber of shares, whichever is more restrictive,
because such holder's shares of Series A Prefétoett were not redeemed, or were only redeemedrinthen, except as otherwise provided in thetehawe
will redeem the requisite number of shares of Sedi®referred Stock of such holder such that ndédrolill own in excess of the 9.8% Series A Preferr
Stock ownership limit subsequent to such redempgee "—Restrictions on Ownership and Transferdrtter for their shares of Series A Preferred Stock
be redeemed, holders must surrender their shatlkes ptace, or in accordance with the book-entocedures, designated in the notice of redemptiofdets
will then be entitled to the redemption price angt accrued and unpaid dividends payable upon retiemfpllowing surrender of the shares as detdilelbw.
If a notice of redemption has been given (in theeaaf a redemption of the Series A Preferred Stdlokr than to preserve our status as a REIT)gifdihds
necessary for the redemption have been set asids ioytrust for the benefit of the holders of amares of Series A Preferred Stock called for rgxdiem and
if irrevocable instructions have been given to fheyredemption price and all accrued and unpaidelinds, then from and after the redemption dategelinds
will cease to accrue on such shares of Series fefPed Stock and such shares of Series A Pref&tack will no longer be deemed outstanding. At sirdie,
all rights of the holders of such shares will taraie, except the right to receive the redemptidcceglus any accrued and unpaid dividends paygime u
redemption, without interest. So long as no divitteare in arrears and subject to the provisiorappficable law, we may from time to time repurchaler
any part of the Series A Preferred Stock, includirggrepurchase of shares of Series A Preferreck $tapen-market transactions and individual paesgs at
such prices as we negotiate, in each case as dihigrazed by our board of directors.

Unless full cumulative dividends on all stsmof Series A Preferred Stock have been or cquaeaneously are authorized, declared and paid daicbel
and a sum sufficient for the payment thereof sattafpr payment for all past dividend periods thave ended, no shares of Series A Preferred Stitidzev
redeemed unless all outstanding shares of Serfaeferred Stock are simultaneously redeemed andiliveot purchase or otherwise acquire directly or
indirectly any shares of Series A Preferred Stacany class or series of our capital stock rankasgto dividends or upon liquidation, on parityhwatr junior tc
the Series A Preferred Stock (except by converisitmor exchange for our capital stock ranking quirio the Series A Preferred Stock as to divideamdbupon
liquidation); provided, however, that whether ot tiee requirements set forth above have been ngeetmay purchase shares of Series A Preferred Stock,
preferred stock ranking on parity with the SerieBr&ferred Stock as to payment of dividends anchigaidation or capital stock or equity securitr@sking
junior to the Series A Preferred Stock pursuamtuiocharter to the extent necessary to ensurevihabeet the requirements for qualification as aTRfgr
federal income tax purposes, and may purchasegoiiracshares of Series A Preferred Stock or prefiestock ranking on parity with the Series A Prefer
Stock as to payment of dividends and upon liquishaiursuant to a
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purchase or exchange offer made on the same terhwders of all outstanding shares of Series AdPred Stock. See "—Restrictions on Ownership and
Transfer" below.

Notice of redemption will be mailed, postggepaid, not less than 30 nor more than 60 dagstp the redemption date, addressed to the otispe
holders of record of the Series A Preferred Stodbet redeemed at their respective addresses aappegr on our stock transfer records as maintdipede
transfer agent named in "—Transfer Agent and ResgiStNo failure to give such notice or any defésgrein or in the mailing thereof will affect thalidity of
the proceedings for the redemption of any shar&edges A Preferred Stock except as to the hotlehibm notice was defective or not given. In additio
any information required by law or by the appliehlles of any exchange upon which the Series feResl Stock may be listed or admitted to tradeagh
notice will state:

. the redemption date;

. the redemption price;

. the number of shares of Series A Preferred Stotleteedeemed;

. the place or places where the certificates, if amgresenting shares of Series A Preferred Stazkodoe surrendered for payment of the

redemption price;

. procedures for surrendering noncertificated shaf&eries A Preferred Stock for payment of the negl#on price;
. that dividends on the shares of Series A Prefetedk to be redeemed will cease to accumulate oim edemption date; and
. that payment of the redemption price and any actatexdand unpaid dividends will be made upon preegiem and surrender of such Series A

Preferred Stock.

If fewer than all of the shares of SerieBrkferred Stock held by any holder are to be maéee the notice mailed to such holder will alsocifyethe
number of shares of Series A Preferred Stock hgklioh holder to be redeemed.

We are not required to provide such naticihe event we redeem Series A Preferred Stockder to qualify or maintain our status as a REIT.
Any such redemption may be made conditionasuch factors as may be determined by our bafaddectors and as set forth in the notice of regigon.

If a redemption date falls after a divideadord date and on or prior to the correspondiniglend payment date, each holder of shares oB#rees A
Preferred Stock at the close of business of sudbetid record date will be entitled to the dividgraable on such shares on the corresponding didide
payment date notwithstanding the redemption of sielies on or prior to such dividend payment dadeemch holder of shares of Series A PreferreckShad
surrenders such shares on such redemption dateendhtitled to the dividends accruing after the efthe applicable dividend period, up to but erahg the
redemption date. Except as described above, wenaiie no payment or allowance for unpaid dividemdsgther or not in arrears, on Series A PrefertedkS
for which a notice of redemption has been given.

All shares of Series A Preferred Stock thatredeem or repurchase will be retired and redtay the status of authorized but unissued sludng®ferred
stock, without designation as to series or class.
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Subject to applicable law and the limitatam purchases when dividends on the Series A feeef&tock are in arrears, we may, at any timefiaomd time
to time, purchase Series A Preferred Stock in trenanarket, by tender or by private agreement.

Future debt instruments may prohibit usmfredeeming or otherwise repurchasing any shdresre@apital stock, including the Series A PrederGtock,
except in limited circumstances.

Special Optional Redemption

Upon the occurrence of a Change of Cortgeidefined below), we may, at our option, redeeenSeries A Preferred Stock, in whole or in pathini
120 days after the first date on which such Chariggontrol occurred, by paying $25.00 per shares piny accrued and unpaid dividends to, but ndadiieg,
the date of redemption. If, prior to the Chang€ohtrol Conversion Date, we have provided or previdtice of redemption with respect to the Series A
Preferred Stock (whether pursuant to our optioedémption right or our special optional redemptight), the holders of Series A Preferred Stock mait
have the conversion right described below under bav@rsion Rights."

We will mail to you, if you are a recorditier of the Series A Preferred Stock, a noticeedemption no fewer than 30 days nor more than §6 dafore
the redemption date. We will send the notice toryamdress shown on our share transfer books. Aréib give notice of redemption or any defechia motice
or in its mailing will not affect the validity ohe redemption of any Series A Preferred Stock eb@®jo the holder to whom notice was defectivehHeotice
will state the following:

. the redemption date;

. the redemption price;

. the number of shares of Series A Preferred Stotleteedeemed;

. the place or places where the certificates, if amgresenting shares of Series A Preferred Stazkodoe surrendered for payment of the

redemption price;

. procedures for surrendering noncertificated shaf&eries A Preferred Stock for payment of the neglgon price;
. that dividends on the shares of Series A Prefetedk to be redeemed will cease to accumulate om demption date;
. that payment of the redemption price and any actatexand unpaid dividends will be made upon preegiem and surrender of such Series A

Preferred Stock;

. that the Series A Preferred Stock is being redegmesliant to our special optional redemption rigldonnection with the occurrence of a
Change of Control and a brief description of tlagsaction or transactions constituting such Chah@®ontrol; and

. that the holders of the Series A Preferred Stoaktizh the notice relates will not be able to terslech Series A Preferred Stock for conversion
in connection with the Change of Control and edwre of Series A Preferred Stock tendered for cmiwe that is selected, prior to the Change
of Control Conversion Date, for redemption will ieegleemed on the related date of redemption ingteednverted on the Change of Control
Conversion Date.

If we redeem fewer than all of the outstagashares of Series A Preferred Stock, the naticedemption mailed to each shareholder will algecify the
number of shares of Series A Preferred
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Stock that we will redeem from each shareholdethis case, we will determine the number of shafe3eries A Preferred Stock to be redeemed asitledcr
above in "—Optional Redemption."

If we have given a notice of redemption aade set aside sufficient funds for the redemptidinust for the benefit of the holders of thei8gA Preferre:
Stock called for redemption, then from and aftermbdemption date, those shares of Series A Peef&tock will be treated as no longer being outtay) no
further dividends will accrue and all other rigbfshe holders of those shares of Series A Prafe8teck will terminate. The holders of those shafeSeries A
Preferred Stock will retain their right to recethe redemption price for their shares and any &ctaind unpaid dividends through, but not includthg,
redemption date, without interest.

The holders of Series A Preferred Stodkatclose of business on a dividend record datebeientitled to receive the dividend payable wihpect to th:
Series A Preferred Stock on the corresponding payutete notwithstanding the redemption of the Sedid°referred Stock between such record date and th
corresponding payment date or our default in theneat of the dividend due. Except as provided apaeewill make no payment or allowance for unpaid
dividends, whether or not in arrears, on Series&fdPred Stock to be redeemed.

A "Change of Control" is when, after thégoral issuance of the Series A Preferred Stoakfotlowing have occurred and are continuing:

. the acquisition by any person, including any syaticor group deemed to be a "person” under Set8@)(3) of the Exchange Act, of benefis
ownership, directly or indirectly, through a purseamerger or other acquisition transaction oesesf purchases, mergers or other acquisition
transactions of stock of our company entitling thetson to exercise more than 50% of the totahggbower of all stock of our company entit
to vote generally in the election of our direct(gscept that such person will be deemed to haveflmtal ownership of all securities that such
person has the right to acquire, whether such rigbdirrently exercisable or is exercisable onlgmufhe occurrence of a subsequent condition);
and

. following the closing of any transaction referredn the bullet point above, neither we nor theuddag or surviving entity has a class of
common securities (or ADRs representing such séesirlisted on the NYSE, the NYSE Amex or NASDAQIisted or quoted on an exchange
or quotation system that is a successor to the NY&ENYSE Amex or NASDAQ.

Conversion Rights

Upon the occurrence of a Change of Congiath holder of Series A Preferred Stock will héneeright, unless, prior to the Change of Controh@rsion
Date, we have provided or provide notice of ouctda to redeem the Series A Preferred Stock asritbesl under "—Optional Redemption” or "—Special
Optional Redemption," to convert some or all of 8ezies A Preferred Stock held by such holder'{@renge of Control Conversion Right") on the Chaafje
Control Conversion Date into a number of sharesuofcommon stock per share of Series A PreferredkSthe "Common Stock Conversion Consideration™),
which is equal to the lesser of:

. the guotient obtained by dividing (i) the sum of $25.00 liquidation preference plus the amouryfaccrued and unpaid dividends to, but not
including, the Change of Control Conversion Datadss the Change of Control Conversion Date ig aftecord date for a Series A Preferred
Stock dividend payment and prior to the correspog@eries A Preferred Stock dividend payment datehich case no additional amount for
such accrued and unpaid dividend will be includethis sum) by (ii) the Common Stock Price (sucbtnt, the "Conversion Rate"); and
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. 7.8691 (i.e., the Share Cap).

The Share Cap is subject to pro rata agjeists for any share splits (including those effégtersuant to a distribution of our common stoskjydivisions
or combinations (in each case, a "Share Split'h wéspect to our common stock as follows: the aejuShare Cap as the result of a Share Split withle
number of shares of our common stock that is edgrvao the product obtained by multiplying (i) tBeare Cap in effect immediately prior to such 8t&plit
by (ii) a fraction, the numerator of which is thenmber of shares of our common stock outstandirey gfting effect to such Share Split and the dematoir of
which is the number of shares of our common statktanding immediately prior to such Share Split.

In the case of a Change of Control purstmmthich our common stock will be converted in&sle, securities or other property or assets (ifmtuany
combination thereof) (the "Alternative Form Consat®n"), a holder of Series A Preferred Stock weiteive upon conversion of such Series A Prefestedk
the kind and amount of Alternative Form Considerativhich such holder would have owned or beenledtib receive upon the Change of Control had such
holder held a number of shares of our common stoeial to the Common Stock Conversion Considerationediately prior to the effective time of the
Change of Control (the "Alternative Conversion ddagtion," and the Common Stock Conversion Comatin or the Alternative Conversion Consideration,
as may be applicable to a Change of Control, errefl to as the "Conversion Consideration").

If the holders of our common stock havedpportunity to elect the form of consideratiorbtreceived in the Change of Control, the Convarsio
Consideration will be deemed to be the kind andwarhof consideration actually received by holddra majority of our common stock that voted for lsan
election (if electing between two types of considi@n) or holders of a plurality of our common dtdleat voted for such an election (if electing betw more
than two types of consideration), as the case reagrd will be subject to any limitations to whadhholders of our common stock are subject, inicigd
without limitation, pro rata reductions applicabdeany portion of the consideration payable in@@ange of Control.

We will not issue fractional shares of coamstock upon the conversion of the Series A PredeBtock. Instead, we will pay the cash valueuchs
fractional shares.

Within 15 days following the occurrenceao€hange of Control, we will provide to holdersSefries A Preferred Stock a notice of occurrendbef
Change of Control that describes the resulting @baf Control Conversion Right. This notice wikhts the following:

. the events constituting the Change of Control;

. the date of the Change of Control;

. the last date on which the holders of Series Ad?Prefl Stock may exercise their Change of Controiv@csion Right;

. the method and period for calculating the CommartksPrice;

. the Change of Control Conversion Date;

. that if, prior to the Change of Control Conversioate, we have provided or provide notice of ouctda to redeem all or any portion of the

Series A Preferred Stock, holders will not be @bleonvert Series A Preferred Stock designatedefdemption and such shares will be redee
on the related redemption date, even if such sheres already been tendered for conversion pursaahe Change of Control Conversion
Right;
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. if applicable, the type and amount of Alternativen@ersion Consideration entitled to be receivedspare of Series A Preferred Stock;
. the name and address of the paying agent and thveision agent; and
. the procedures that the holders of Series A PedeBtock must follow to exercise the Change of @b@onversion Right.

We will issue a press release for publwatn the Dow Jones & Company, Inc., Business VR Newswire or Bloomberg Business News (or, iséhe
organizations are not in existence at the tims&fance of the press release, such other newesw @rganization as is reasonably calculated tadtyo
disseminate the relevant information to the pubbic)post a notice on our website, in any evergrgo the opening of business on the first businkess
following any date on which we provide the notiescribed above to the holders of Series A Prefestedk.

To exercise the Change of Control Conver§ta@ht, the holders of Series A Preferred Stodklve required to deliver, on or before the clofbusiness
on the Change of Control Conversion Date, thefazates (if any) representing Series A Preferraatito be converted, duly endorsed for transfeyetioer
with a written conversion notice completed, to tansfer agent. The conversion notice must state:

. the relevant Change of Control Conversion Date;
. the number of shares of Series A Preferred Stotletoonverted; and
. that the Series A Preferred Stock is to be condetesuant to the applicable provisions of thee3ef Preferred Stock.

The "Change of Control Conversion Datethis date the Series A Preferred Stock is to beexted, which will be a business day that is no fetlvan
20 days nor more than 35 days after the date oohwheé provide the notice described above to thddrslof Series A Preferred Stock.

The "Common Stock Price" will be (i) if tkensideration to be received in the Change of @bhy the holders of our common stock is solelgtgahe
amount of cash consideration per share of our camstucck or (ii) if the consideration to be receiwedhe Change of Control by holders of our commatotk
is other than solely cash (x) the average of thsig sale prices per share of our common stockf(oo closing sale price is reported, the averaigihe
closing bid and ask prices or, if more than oneither case, the average of the average closingraidhe average closing ask prices) for the teseutive
trading days immediately preceding, but not inahgdithe effective date of the Change of Contrakeperted on the principal U.S. securities exchangehich
our common stock is then traded, or (y) the avedddie last quoted bid prices for our common stocthe over-the-counter market as reported by OTC
Markets Group, Inc. or similar organization for ke consecutive trading days immediately precedingnot including, the effective date of the Cipaof
Control, if our common stock is not then listed fiading on a U.S. securities exchange.

Holders of Series A Preferred Stock maydiaw any notice of exercise of a Change of Coi@aiversion Right (in whole or in part) by a writteotice
of withdrawal delivered to our transfer agent ptimthe close of business on the business day faritre Change of Control Conversion Date. Theceotif
withdrawal must state:

. the number of withdrawn shares of Series A Prefeg8ick;

if certificated Series A Preferred Stock has basned, the certificate numbers of the withdrawmeshaf Series A Preferred Stock; and
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. the number of shares of Series A Preferred Stbekyi, which remain subject to the conversion reotic

Notwithstanding the foregoing, if the Series A Rreéd Stock is held in global form, the conversiotice and/or the notice of withdrawal, as applieamust
comply with applicable procedures of The Deposifbnyst Company.

Series A Preferred Stock as to which thar@le of Control Conversion Right has been propetgrcised and for which the conversion notice ladaen
properly withdrawn will be converted into the applble Conversion Consideration in accordance wighGhange of Control Conversion Right on the Change
of Control Conversion Date, unless prior to the i@jeof Control Conversion Date we have providedroride notice of our election to redeem such Sekie
Preferred Stock, whether pursuant to our optioegémption right or our special optional redemptight. If we elect to redeem Series A Preferreccthat
would otherwise be converted into the applicablev@esion Consideration on a Change of Control Cmsiwe Date, such Series A Preferred Stock will et
so converted and the holders of such shares wihtied to receive on the applicable redemptiate $25.00 per share, plus any accrued and unpaddds
thereon to, but not including, the redemption dat@ccordance with our optional redemption righspecial optional redemption right. See "—Optional
Redemption" and "—Special Optional Redemption" @&ov

We will deliver amounts owing upon conversho later than the third business day followimg €hange of Control Conversion Date.

In connection with the exercise of any Gienf Control Conversion Right, we will comply witli federal and state securities laws and stockange
rules in connection with any conversion of SerieBraferred Stock into shares of our common stocitwithstanding any other provision of the Series A
Preferred Stock, no holder of Series A PreferretiSwill be entitled to convert such Series A Pnefd Stock into shares of our common stock to Kterg
that receipt of such common stock would cause Bobter (or any other person) to exceed the shareeship limits contained in our charter, includthg
articles supplementary setting forth the termsef$eries A Preferred Stock, unless we providexamption from this limitation for such holder. See
Restrictions on Ownership and Transfer" below.

The Change of Control conversion featurg make it more difficult for a party to take ovarrcompany or discourage a party from taking ower o
company. See "Risk Factors—The Change of Contmoleion feature may not adequately compensatagdumay make it more difficult for a party to take
over our company or discourage a party from takingr our company."

Except as provided above in connection @witbhange of Control, the Series A Preferred Simclot convertible into or exchangeable for anyeoth
securities or property.

No Maturity, Sinking Fund or Mandatory Redemption

The Series A Preferred Stock has no matdete and we are not required to redeem the S&rreferred Stock at any time. Accordingly, thei&eA
Preferred Stock will remain outstanding indefinitalnless we decide, at our option, to exerciseredemption right or, under circumstances wherétiders
of the Series A Preferred Stock have a conversgiti,rsuch holders convert the Series A PrefertediSinto our common stock. The Series A PrefeBtatk
is not subject to any sinking fund.
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Limited Voting Rights
Holders of shares of the Series A Prefe8&dk generally do not have any voting rights egt@s set forth below.

If dividends on the Series A Preferred 8taxe in arrears for six or more quarterly periatisether or not consecutive (which we refer to psederred
dividend default), holders of shares of the Sedi¢xeferred Stock (voting together as a class thighholders of all other classes or series of prefiestock
upon which like voting rights have been conferrad are exercisable) will be entitled to vote fog tection of two additional directors to serveoom board o
directors (which we refer to as preferred stockdatwrs), until all unpaid dividends for past divideperiods that have ended with respect to theeSéri
Preferred Stock and any other class or serieseféped stock upon which like voting rights haveeonferred and are exercisable have been paieotared
and a sum sufficient for payment is set aside ficshgpayment. In such a case, the number of diresenving on our board of directors will be incezhby two
The preferred stock directors will be elected Iphaality of the votes cast in the election forreeeyear term and each preferred stock directorseitve until
his successor is duly elected and qualified ol timei director's right to hold the office terminsitevhichever occurs earlier. The election will ta&ce at:

. a special meeting called upon the written requelblulers of at least 10% of the outstanding shafé&eries A Preferred Stock together with
any other class or series of preferred stock upliciwlike voting rights have been conferred andexercisable, if this request is received more
than 90 days before the date fixed for our nextiahar special meeting of shareholders or, if weeiee the request for a special meeting within
90 days before the date fixed for our next annuapecial meeting of shareholders, at our annuapecial meeting of shareholders; and

. each subsequent annual meeting (or special mewmtidgn its place) until all dividends accumulatedthe Series A Preferred Stock and on any
other class or series of preferred upon whichvigeng rights have been conferred and are exeredabve been paid in full for all past dividend
periods that have ended.

If and when all accumulated dividends aa Series A Preferred Stock and all other classeerigs of preferred stock upon which like votiigits have
been conferred and are exercisable shall havefmgdrin full or a sum sufficient for such paymemfull is set aside for payment, holders of shafeSeries A
Preferred Stock shall be divested of the votingtdget forth above (subject to re-vesting in thene of each and every preferred dividend defauit) the term
and office of such preferred stock directors sotelg will terminate and the entire board of direswill be reduced accordingly.

Any preferred stock director elected bydeot of shares of Series A Preferred Stock and bthiders of preferred stock upon which like votights hawv
been conferred and are exercisable may be remased/dime with or without cause by the vote offd amay not be removed otherwise than by the votthef,
holders of record of a majority of the outstandsh@res of Series A Preferred Stock and other pariferred stock entitled to vote thereon when tieye the
voting rights described above (voting as a sinties). So long as a preferred dividend defaultinaoes, any vacancy in the office of a preferredisutirector
may be filled by written consent of the preferréatk director remaining in office, or if none remsiin office, by a vote of the holders of recorcgahajority
of the outstanding shares of Series A PreferredkSiden they have the voting rights described alfeotng as a single class with all other clasgeseoies of
preferred stock upon which like voting rights hée=n conferred and are exercisable).
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In addition, so long as any shares of Seki®referred Stock remain outstanding, we will mathout the consent or the affirmative vote & tholders of
at least twathirds of the outstanding shares of Series A PrefeBtock together with each other class or sefigseferred stock ranking on parity with Serie
Preferred Stock with respect to the payment ofddinds and the distribution of assets upon ourdafion, dissolution or winding up and upon whid¢eli
voting rights have been conferred (voting as alsintass):

. authorize, create or issue, or increase the nuoftarthorized or issued shares of, any class @ssef stock ranking senior to such Series A
Preferred Stock with respect to payment of dividerm the distribution of assets upon our liquiiatidissolution or winding up, or reclassify
any of our authorized capital stock into any sutdrss, or create, authorize or issue any obligaticgecurity convertible into or evidencing the
right to purchase any such shares; or

. amend, alter or repeal the provisions of our cinaitteluding the terms of the Series A Preferreact whether by merger, consolidation,
transfer or conveyance of substantially all of tbenpany's assets or otherwise, so as to matesgiatlyadversely affect any right, preference,
privilege or voting power of the Series A Prefer@&dck,

except that with respect to the occurrence of dngeevents described in the second bullet poimiédiately above, so long as the Series A Pref&teck
remains outstanding with the terms of the Serié&erred Stock materially unchanged, taking immoant that, upon the occurrence of an event destiin
the second bullet point above, the company mayedhe surviving entity, the occurrence of suchmewéll not be deemed to materially and adversélgc
the rights, preferences, privileges or voting poofethe Series A Preferred Stock, and in such sash holders shall not have any voting rights wéttpect to
the events described in the second bullet pointediately above. Furthermore, if holders of shafdh® Series A Preferred Stock receive the grezttre full
trading price of the Series A Preferred Stock andhte of an event described in the second budiat pnmediately above or the $25.00 per sharediation
preference pursuant to the occurrence of any oéteats described in the second bullet point imatet)i above, then such holders shall not have atipy
rights with respect to the events described irsteond bullet point immediately above.

So long as any shares of Series A Prefe&tedk remain outstanding, the holders of shar&eoies A Preferred Stock, voting together as glsiclass
with the holders of all other classes and seriggefierred stock ranking on parity with Series &ferred Stock with respect to the payment of divéteand th
distribution of assets upon our liquidation, dissian or winding up and upon which like voting rtgthave been conferred and with which holders oES&
Preferred Stock are entitled to vote together siagle class, also will have the exclusive rightéde on any amendment to our charter on whichdrsldf our
Series A Preferred Stock are otherwise entitlegbte (as described above regarding material andrad\changes to the terms of the Series A Pref&itaak)
and that would alter only the contract rights, gsressly set forth in our charter, of the SerieBraferred Stock and such other class(es) and sdrgegh
parity shares, and the holders of any other clagsfeseries of our capital stock will not be datltto vote on such an amendment.

Holders of shares of Series A PreferreaiSwill not be entitled to vote with respect to @ngrease in the total number of authorized shafesir
common stock or preferred stock, any increaseeémtimber of authorized shares of Series A Preféteck or the creation or issuance of any othessota
series of capital stock, or any increase in thelmemof authorized shares of any other class oeseifi capital stock, in each case ranking on pauitly or
junior to the Series A Preferred Stock with respied¢he payment of dividends and the distributibagsets upon liquidation, dissolution or windirgm
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Holders of shares of Series A PreferredSwill not have any voting rights with respect éamd the consent of the holders of shares of SArkeferred
Stock is not required for, the taking of any cogieraction, including any merger or consolidatiovpiving us or a sale of all or substantially dlbar assets,
regardless of the effect that such merger, corsiidid or sale may have upon the powers, preferemoéiag power or other rights or privileges of theries A
Preferred Stock, except as set forth above.

In addition, the voting provisions abovelwot apply if, at or prior to the time when thet avith respect to which the vote would otherwigeréquired
would occur, we have redeemed or called for redimptpon proper procedures all outstanding shar&ges A Preferred Stock.

In any matter in which Series A Preferrédc® may vote (as expressly provided in the agisl@gpplementary setting forth the terms of theeSehi
Preferred Stock), each share of Series A Pref&tedk shall be entitled to one vote per $25.00pfidlation preference. As a result, each shareedeS A
Preferred Stock will be entitled to one vote.

Restrictions on Ownership and Transfer

In order for us to qualify as a REIT untlee Code, our shares of stock must be beneficialtyed by 100 or more persons during at least 385 dba
taxable year of 12 months or during a proportiompetet of a shorter taxable year. Also, no more B@# of the value of our outstanding shares oftabpfock
may be owned, directly or indirectly, by five owfer individuals (as defined by the Code to incladgain entities) during the last half of any taeajear.
Neither of these requirements would apply to orst hort taxable year ending on December 31, 2

To help us to qualify as a REIT, our charsebject to certain exceptions, contains, andSirées A Preferred Stock articles supplementaliycantain,
restrictions on the number of shares of our comstook, Series A Preferred Stock and our capitakstieat a person may own. Our charter provides that
generally no person may own, or be deemed to owrirhye of the attribution provisions of the Co@&her more than 9.8% in value or in number of ebar
whichever is more restrictive, of our outstandihgres of capital stock, or more than 9.8% in valum number of shares, whichever is more restegtof our
outstanding common stock. In addition, the Seridaréferred Stock articles supplementary will previdat generally no person may own, or be deemed/t
by virtue of the attribution provisions of the Coééher more than 9.8% in value or in number @afreh, whichever is more restrictive, of our outdtag
Series A Preferred Stock. The beneficial ownershig'or constructive ownership rules under the Godecomplex and may cause shares of stock owned
actually or constructively by a group of relatediiniduals and/or entities to be owned construcyivsl one individual or entity. See "DescriptionQtbck—
Restrictions on Ownership and Transfer."

Transfer Agent and Registrar
The transfer agent and registrar for ouieSeA Preferred Stock is Continental Stock Tran&f@rust Company.
Book-Entry Procedures

The Series A Preferred Stock will only bsuied in the form of global securities held in beokry form. The Depository Trust Company ("DTCY)its
nominee will be the sole registered holder of teees A Preferred Stock. Owners of beneficial ie¢es in the Series A Preferred Stock representedeby
global securities will hold their interests pursumthe procedures and practices of DTC. As alti@seneficial interests in any such securitied td shown or
and transfers will be effected only
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through, records maintained by DTC and its direct iadirect participants and any such interest matybe exchanged for certificated securities, exitep
limited circumstances. Owners of beneficial intesesust exercise any rights in respect of otharests, including any right to require repurchefsbeir
interests in the Series A Preferred Stock, in atmoce with the procedures and practices of DTCeBarl owners will not be holders and will not batitled
to any rights provided to the holders of the Sefidareferred Stock under the global securitiesherarticles supplementary. We and any of our ageatstrea
DTC as the sole holder and registered owner ofjtbieal securities.

DTC has advised us as follows: DTC is atkah-purpose trust company organized under the Xesk Banking Law, a "banking organization" withimet
meaning of the New York Uniform Commercial Codeq @n'clearing agency" registered pursuant to tleipions of Section 17A of the Exchange Act. DTC
facilitates the settlement of transactions amopgsticipants through electronic computerized boptyechanges in participants' accounts, eliminatirgneed
for physical movement of securities certificate3@s participants include securities brokers aralats, including the underwriters, banks, trust panies,
clearing corporations and other organizations, sofvehom and/or their representatives own DTC. Asde DTC's book-entry system is also available to
others, such as banks, brokers, dealers and togianies that clear through or maintain a custadlationship with a participant, either directlyindirectly.

The Series A Preferred Stock, represenyeshle or more global securities, will be exchandeeédr certificated securities with the same teony if:

. DTC is unwilling or unable to continue as depositar if DTC ceases to be a clearing agency regdtender the Exchange Act and a successor
depositary is not appointed by us within 90 days; o

. we decide to discontinue use of the system of bmuky transfer through DTC (or any successor déggdi
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The following summary of the material terms of sliares of capital stock does not purport to be detemnd is subject to and qualified in its entirby
reference to the MGCL, and to our charter and byaeopies of which are available from us upon retusee "Where You Can Find More Information."

General

Our charter provides that we may issuerh@ton shares of common stock, $0.01 par valuegbere, and 10 million shares of preferred stoblQ®par
value per share. Upon completion of this offeria,60,000 shares of preferred stock will be rediasisand designated as shares of Series A Pref&teck.
Our board of directors, without any action by duargholders, may amend our charter to increaseaedse the aggregate number of shares of our commo
stock or the number of shares of our stock of dagscor series. As of the closing of this offerih§,901,560 shares of our common stock will beedsand
outstanding, 2,400,000 shares of our Series A RegfeStock will be issued and outstanding, 7,590 @@mmon units will be issued and outstanding and
200,441 LTIP units will be issued and outstanding.

Common Stock

Holders of our common stock are entitledetteive dividends or other distributions if andemtauthorized by our board of directors and dedlaseus ou
of assets legally available for the payment ofdhvids or other distributions. They also are eqtitteshare ratably in our assets legally avail&nielistribution
to our shareholders in the event of our liquidatidissolution or winding up, after payment of oeqdate provision for all of our known debts andiliies.
These rights are subject to the preferential rigfiany other class or series of our stock (inalgdhe Series A Preferred Stock) and to the prorngsbpf our
charter regarding restrictions on transfer and aship of our stock.

Subject to the provisions of our chartetnieting the transfer and ownership of sharesunfatock and except as may otherwise be specifi¢ie terms o
any class or series of stock, each outstandinggffaxommon stock entitles the holder to one votalbmatters submitted to a vote of shareholdecdding
the election of directors, and, except as providih respect to any other class or series of shafresr stock (including the Series A Preferredc8jothe
holders of our common stock possess exclusive ggawer. There is no cumulative voting in the e@tof directors, which means that the holders of a
majority of the outstanding shares of common steoking as a single class, may elect all of theators then standing for election other than aejepred
stock directors.

Holders of our common stock generally haveppraisal, preference, conversion, exchangingifiund or redemption rights and have no preevepti
rights to subscribe for any of our securities. 8abjo the restrictions on transfer of capital ktoontained in our charter, all shares of commoglshave eque
dividend, liquidation and other rights.

Pursuant to our charter, we cannot diss@meend our charter, merge, sell all or substayiidil of our assets, engage in a share exchangagsage in
similar transactions outside the ordinary coursbusiness unless declared advisable by our boatteaftors and approved by the affirmative vote of
shareholders holding at least a majority of allubtes entitled to be cast on the matter, excemrtendments to our charter that would alter dméydontract
rights, as expressly set forth in the charter, specified class or series of stock with respegthah the holders of such class or series of staskexclusive
voting rights as provided in our charter.

Maryland law permits the merger of a 90%nare owned subsidiary with or into its parent withshareholder approval provided the charter ef th
successor is not amended other than in
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certain minor respects and the contract rightswgfstock of the successor issued in the mergexdhange for stock of the other corporation aretidahto the
contract rights of the stock for which it is exched. Also, because Maryland law may not requirestieeholders of a parent corporation to appravemer

or sale of all or substantially all of the assdta subsidiary entity, our subsidiaries may be ablmerge or sell all or substantially all of thagsets without a

vote of our shareholders.

Preferred Stock and Power to Reclassify Shares ofu® Stock

Our charter authorizes our board of directo reclassify any unissued shares of stockantoclass or series of stock, including prefertedls to classify
any unissued shares of common stock or preferoat str to reclassify any previously classified botssued shares of any series of preferred stankaqursly
authorized by our board of directors. Prior to &se of shares of each class or series of prefstoett, our board of directors is required by Mang law and
our charter to fix, subject to our charter resimics on transfer and ownership, the terms, pref&@®rconversion or other rights, voting powergyiaons,
limitations as to dividends or other distributiogsalifications and terms or conditions of redemptior each class or series of preferred stocksTour board
of directors could authorize the issuance of shafesmmon stock with terms and conditions, or @mefd stock with priority over our existing commstock
with respect to distributions and rights upon laation or with other terms and conditions that ddwdve the effect of delaying, deferring or preirena
transaction or a change of control of our comp&@y might involve a premium price for you or otheamsvbe in your best interest. As of the date hemof
shares of preferred stock are outstanding.

Power to Increase and Issue Additional Shares of @amon Stock and Preferred Stock

We believe that the power of our boardicéators to amend our charter to increase the gagtgenumber of shares of our authorized stockentimber
of shares of stock of any class or series, to iaslgitional shares of common stock or preferredksémd to classify or reclassify unissued sharesiof
common stock or preferred stock and thereaftesdod the classified or reclassified shares of gpookides us with increased flexibility in strudhg possible
future financings and acquisitions and in meetitiggpneeds which might arise. Subject to the rigblders of Series A Preferred Stock will havepprave
the classification or issuance of shares of a daseries of our stock ranking senior to the Sefid°referred Stock, the additional classes oeseds well as
our common stock, are available for issuance witfunther action by our shareholders, unless stwddeln action is required by applicable law or thies of
any stock exchange on which our securities mayshbedl

Restrictions on Ownership and Transfer

Our charter provides that our board ofcives may decide whether it is in the best intere§bur company to obtain and maintain statusREId under
the Code. In order to qualify as a REIT under toe&; our shares of stock must be beneficially owmedl00 or more persons during at least 335 dags of
taxable year of 12 months or during a proportiopetet of a shorter taxable year. Also, no more B@# of the value of our outstanding shares oftabpfock
may be owned, directly or indirectly, by five omfer individuals (as defined by the Code to incladeain entities) during the last half of any taeajear.
Neither of these requirements would apply to otst hort taxable year ending on December 31, Z

To help us to qualify as a REIT, our charsebject to certain exceptions, contains, andSrges A Preferred Stock articles supplementalycantain,
restrictions on the number of shares of our comstook, Series A Preferred Stock and our capitalkstioat a person may own. Our charter
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provides that generally no person may own, or legrda to own by virtue of the attribution provisimfghe Code, either more than 9.8% in value orumbet
of shares, whichever is more restrictive, of oustanding shares of capital stock, or more tha#oedr8value or in number of shares, whichever isenor
restrictive, of our outstanding common stock. lditidn, the Series A Preferred Stock articles sepntary will provide that generally no person raem, or
be deemed to own by virtue of the attribution psas of the Code, either more than 9.8% in vahie aumber of shares, whichever is more restrégtof our
outstanding Series A Preferred Stock. The benéfieimership and/or constructive ownership rulesarriie Code are complex and may cause sharesclf sto
owned actually or constructively by a group of tethindividuals and/or entities to be owned cortdively by one individual or entity.

Our charter also prohibits any person from:

. beneficially or constructively owning shares of capital stock that would result in our being "élysheld" under Section 856(h) of the Code;

. owning or transferring our capital stock if suchr@asship or transfer would result in us becomingension-held REIT" under Section 856(h)(3)
(D) of the Code;

. transferring shares of our capital stock if suemsfer would result in our capital stock being Bieredly owned by fewer than 100 persons;

. beneficially or constructively owning or transfeigishares of our capital stock if such ownershipransfer would cause us to own, directly or
indirectly, 10% or more of the ownership interésta tenant of our company (or a tenant of anytgotivned or controlled by us) or would ca
any independent contractor to not be treated ds snder Section 856(d)(3) of the Code; or

. beneficially or constructively owning shares of capital stock to the extent such beneficial orstrttive ownership would otherwise cause us
to fail to qualify as a REIT.

Any person who acquires, attempts or indelecacquire beneficial or constructive ownersHiphares of our capital stock that will or may i@ any of
the foregoing restrictions on transferability anehership, and any person who would have owned studreur stock that resulted in a transfer of shéwea
charitable trust (as described below), will be ieszpito give written notice immediately to us, nrthe case of a proposed or attempted transattigiive at
least 15 days' prior written notice to us, and @ews with such other information as we may retjuresrder to determine the effect of such transfeour
status as a REIT. The foregoing restrictions ondfierability and ownership will not apply if ourdial of directors determines that it is no longeoun best
interests to continue to qualify as a REIT.

Our board of directors, in its sole disimet may exempt a person from the above ownerahipsland any of the restrictions described abdl@vever,
the board of directors may not grant an exemptioanty person unless the board of directors obtaiok representations, covenants and undertakinhe as
board of directors may deem appropriate in ordetetermine that granting the exemption would netiltein our losing our status as a REIT. As a ctowliof
granting the exemption, our board of directors meguire a ruling from the IRS or an opinion of ceeh in either case in form and substance satmfatd the
board of directors in its sole discretion, in orttedetermine or ensure our status as a REIT. aim@ction with our initial public offering and forrian
transactions, our board of directors granted a evaiv STAG GI, Gl Partners and an affiliate of GrtRers to own up to 28.7% of our outstanding commo
stock.

Our board of directors may increase or el@se the ownership limits so long as the changddwmi result in five or fewer persons beneficiallyning
more than 49.9% in value of our outstanding
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capital stock. Any decrease in the ownership lirsiitall not apply to any person whose percentagesship of capital stock is in excess of the de@éas
ownership limits until such time as such persoate@ntage ownership of capital stock equals os falow the decreased ownership limits.

However, if any transfer of our sharestotk or other event occurs that, if effective, wbrgsult in any person beneficially or construdiivavning
shares of stock in excess, or in violation, ofabeve ownership or transfer limitations, known ggahibited owner, then that number of sharesaflstthe
beneficial or constructive ownership of which othise would cause such person to violate the tramsfewnership limitations (rounded up to the netre
whole share), will be automatically transferrectoharitable trust for the exclusive benefit oharitable beneficiary, and the prohibited ownet nilt acquire
any rights in such shares. This automatic transfiébe considered effective as of the close ofibess on the business day before the violativesteanif the
transfer to the charitable trust would not be eaffecfor any reason to prevent the violation of &t®ve transfer or ownership limitations, thentthesfer of
that number of shares of stock that otherwise woalgse any person to violate the above limitatieiisoe null and void. Shares of stock held in dreritable
trust will continue to constitute issued and outdtag shares of our stock. The prohibited ownel mat benefit economically from ownership of anysts of
stock held in the charitable trust, will have nghts to dividends or other distributions and wdkt possess any rights to vote or other rightshattable to the
shares of stock held in the charitable trust. Tastée of the charitable trust will be designatedi® and must be unaffiliated with us or any prabibowner
and will have all voting rights and rights to dieitts or other distributions with respect to shafesock held in the charitable trust, and thegbts will be
exercised for the exclusive benefit of the trudt'aritable beneficiary. Any dividend or other distition paid before our discovery that shares atlshave
been transferred to the trustee will be paid byréogpient of such dividend or distribution to tinestee upon demand, and any dividend or othetilgligion
authorized but unpaid will be paid when due totthstee. Any dividend or distribution so paid te thustee will be held in trust for the trust's ritadble
beneficiary. The prohibited owner will have no wagtirights with respect to shares of stock heldhencharitable trust, and, subject to Maryland leffigctive as
of the date that such shares of stock have beesféraed to the trustee, the trustee, in its sisleretion, will have the authority to:

. rescind as void any vote cast by a prohibited ovpnier to our discovery that such shares have bregisferred to the trustee; and

. recast such vote in accordance with the desirédsedfrustee acting for the benefit of the trustsdficiary.
However, if we have already taken irreversible cogte action, then the trustee will not have thianity to rescind and recast such vote.

Within 20 days of receiving notice fromthat shares of stock have been transferred totrthetable trust, and unless we buy the sharesd#rstescribed
below, the trustee will sell the shares of stodkl fire the charitable trust to a person, designatethe trustee, whose ownership of the shareswiflviolate the
ownership limitations in our charter. Upon the séie interest of the charitable beneficiary in shares sold will terminate and the trustee wétrithute the ne
proceeds of the sale to the prohibited owner antldaharitable beneficiary. The prohibited owndr rgceive the lesser of:

. the price paid by the prohibited owner for the skaor, if the prohibited owner did not give valoe the shares in connection with the event
causing the shares to be held in the charitab# (for example, in the case of a gift or devitleg, market price of the shares on the day of the
event causing the shares to be held in the chhritalst; and
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. the price per share received by the trustee franséte or other disposition of the shares heltiéncharitable trust (less any commission and
other expenses of a sale).

The trustee may reduce the amount payalileetprohibited owner by the amount of dividendd distributions paid to the prohibited owner améd by
the prohibited owner to the trustee. Any net sateg@eds in excess of the amount payable to theljreth owner will be paid immediately to the chahite
beneficiary. If, before our discovery that sharestock have been transferred to the charitabk,tauch shares are sold by a prohibited ownen; the

. such shares will be deemed to have been sold aalfladtthe charitable trust; and

. to the extent that the prohibited owner receivedmount for such shares that exceeds the amourththarohibited owner was entitled to
receive as described above, the excess must béopthid trustee upon demand.

In addition, shares of stock held in thardhble trust will be deemed to have been offéoedale to us, or our designee, at a price paeskgual to the
lesser of:

. the price per share in the transaction that rediftsuch transfer to the charitable trust (othie case of a gift or devise, the market pricéat t
time of the gift or devise); and

. the market price on the date we, or our desigresep such offer.

We may reduce the amount payable to thkilpited owner by the amount of dividends and disttions paid to the prohibited owner and owed gy th
prohibited owner to the trustee. We will pay theoamt of such reduction to the trustee for the bienéthe charitable beneficiary. We will have thght to
accept the offer until the trustee has sold theeshaf stock held in the charitable trust. Uporhsaisale to us, the interest of the charitable fiagy in the
shares sold will terminate and the trustee wiltribsite the net proceeds of the sale to the prtddwner and any dividends or other distributibelsl by the
trustee will be paid to the charitable beneficiary.

All certificates representing shares of capital stock will bear a legend referring to thstrictions described above.

Every owner of more than 5% (or such lopercentage as required by the Code or the regntagioomulgated thereunder) in value of the outsiend
shares of our stock, within 30 days after the énehoh taxable year, must give written notice tstasing the name and address of such owner, timdeuof
shares of each class and series of shares ofauk thiat the owner beneficially owns and a desionpof the manner in which the shares are heldhBach
owner must also provide to us such additional imi@tion as we may request in order to determinefteet, if any, of the owner's beneficial ownershipour
status as a REIT and to ensure compliance wittoaaership limitations. In addition, each of our ®f®lders, whether or not an owner of 5% or moreunf
capital stock, must upon demand provide to us gfohmation as we may request, in good faith, idesrto determine our status as a REIT and to comijily
the requirements of any taxing authority or goveental authority or to determine such compliancetarehsure our compliance with the ownership retitris
in our charter.

The ownership and transfer limitations im oharter could delay, defer or prevent a tramsacdr a change in control of us that might behia best intere:
of our shareholders.

Transfer Agent and Registrar
The transfer agent and registrar for oummmmn stock is Continental Stock Transfer & Trustr@any.
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The following summary of certain provisions of Mangd law and of our charter and bylaws does notgout to be complete and is subject to and
qualified in its entirety by reference to Marylakeav and our charter and bylaws, copies of which available from us upon request. See "Where YouRadt
More Information."

Our Board of Directors

Our charter and bylaws provide that the beinof directors constituting our full board ofefitors will be not less than the minimum numbeuneg by
Maryland law, and our bylaws provide that the nurdfedirectors constituting our full board of diters will not exceed 15 and may only be increaged o
decreased by a vote of a majority of our directBrgsuant to our charter, each member of our bofadé@ectors, other than a preferred director lésted by
our shareholders to serve until the next annuatingeef shareholders and until his or her succetssduly elected and qualifies. Holders of sharfesuo
common stock will have no right to cumulative vgtim the election of these directors. Consequeatlgach annual meeting of shareholders, the rotfex
majority of the shares of our common stock willdige to elect all of these directors. Directorseleeted by a plurality of the votes cast. See tiipton of
Series A Preferred Stock—Limited Voting Rights."

Pursuant to Subtitle 8 of Title 3 of the KIG our charter provides that, except as may beigead by the board of directors in setting the ®ihany clas
or series of stock, any and all vacancies on tladof directors will be filled only by the affirrtige vote of a majority of the remaining directensen if the
remaining directors constitute less than a quorny. director elected to fill a vacancy will sena the remainder of the full term of the directapsim which
the vacancy occurred and until a successor iseglentd qualifies. Our charter provides that, sukigethe rights of holders of one or more classesedes of
preferred stock to elect or remove one or morectbrs, a director may be removed only upon theraftive vote of a majority of the votes entitledo® cast il
the election of directors. However, because obiberd's exclusive power to fill vacant directorshighareholders will be precluded from filling trecancies
created by any removal with their own nomineesjesttio the rights of holders of one or more classeseries of preferred stock to elect or remowe ar
more directors.

The Series A Preferred Stock articles seipgintary will provide that if dividends on the ®sriA Preferred Stock are in arrears for six or ngiaterly
periods, whether or not consecutive, holders ofeshaf the Series A Preferred Stock (voting toge#isea class with the holders of all other classeseries of
preferred stock upon which like voting rights hde=n conferred and are exercisable) will be edtitievote for the election of two additional direxs to serve
on our board of directors (which we refer to adgmred stock directors). The Series A PreferrediStuticles supplementary will separately providethe
election, term, removal and filling of any vacarneyhe office of the preferred stock directors. SBescription of Series A Preferred Stock-Limitedtiig
Rights."

Amendment to the Charter and Bylaws

Generally, our charter may be amended ibrthe amendment is declared advisable by our boadirectors and approved by the affirmative vota
majority of the votes entitled to be cast on thdéteraAs permitted by the MGCL, our charter consa@nprovision permitting our directors, without agtion
by our shareholders, to amend the charter to isereadecrease the aggregate number of sharexckfaftany class or series that we have authasitggue. In
addition, our charter provides that the board odatdrs, in setting the terms of any class or sexfestock, may grant exclusive voting rights te Holders of th
class or series of stock with respect to a chareendment that would alter the contract right®xasessly set forth in the charter, only of thatdfied class or
series
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of stock. Our board of directors has the exclupiower to adopt, alter or repeal any provision aflmglaws and make new bylaws, except the follovogtaw
provisions, each of which may be amended only thiéhaffirmative vote of a majority of the votes tcas such an amendment by holders of outstandiagesh
of common stock:

. provisions opting out of the control share acqigristatute; and

. provisions prohibiting our board of directors witlidhe approval of a majority of the votes entittede cast by holders of outstanding shares of
our common stock, from revoking, altering or amegdany resolution, or adopting any resolution irgistent with any previously adopted
resolution of our board of directors, that exengstg business combination between us and any o#iteomp or entity from the business
combination provisions of the MGCL.

In addition, any amendment to the provisigoverning amendments of the bylaw provisions alsequires the approval of a majority of the vaestied
to be cast by holders of outstanding shares o€ommon stock.

Additionally, the Series A Preferred Stackicles supplementary will provide the holdersSefies A Preferred Stock with voting rights witlspect to
certain amendments to our charter. See "Descripti@eries A Preferred Stock—Limited Voting Rights.

No Shareholder Rights Plan

We have no shareholder rights plan. Weatariend to adopt a shareholder rights plan urdesshareholders approve in advance the adoptiarptan
or, if our board of directors adopts a plan for company, we submit the shareholder rights plasutoshareholders for a ratification vote withinrhanths of
adoption, without which the plan will terminate.

Dissolution

Our dissolution must be approved by a nigjaf our entire board of directors and by thdraigtive vote of the holders of a majority of allthe votes
entitled to be cast on the matter.

Business Combinations

Maryland law prohibits "business combinatibbetween us and an interested shareholder affidate of an interested shareholder for five ngeafter the
most recent date on which the interested sharehblmes an interested shareholder. These busioedgsnations include a merger, consolidation, shar
exchange, or, in circumstances specified in theitgtaan asset transfer or issuance or transfequity securities, liquidation plan or reclassifioa of equity
securities. Maryland law defines an interestededhader as:

. any person or entity who beneficially owns 10% arenof the voting power of our stock; or

. an affiliate or associate of ours who, at any timithin the two-year period prior to the date in gtien, was the beneficial owner of 10% or more
of the voting power of our then outstanding votitgck.

A person is not an interested sharehofdsuri board of directors approves in advance thestaction by which the person otherwise would lsome a
interested shareholder. However, in approving restiation, our board of directors may provide ttetipproval is subject to compliance, at or aftertime of
approval, with any terms and conditions determimgdur board of directors.
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After the five-year prohibition, any busésecombination between us and an interested sHdestur an affiliate of an interested shareholdaregally
must be recommended by our board of directors pptbaed by the affirmative vote of at least:

. 80% of the votes entitled to be cast by holdemusfthen-outstanding shares of voting stock; and

. two-thirds of the votes entitled to be cast by kaddof our voting stock other than stock held lyyititerested shareholder with whom or with
whose affiliate the business combination is tofecéed or stock held by an affiliate or associtéhe interested shareholder.

These super-majority vote requirementsataapply if our common shareholders receive a mimmprice, as defined under Maryland law, for tiséiares
in the form of cash or other consideration in thme form as previously paid by the interested $twdder for its stock.

The statute permits various exemptions fitsrprovisions, including business combinatioret #ire approved or exempted by the board of direttefore
the time that the interested shareholder becoméserested shareholder.

Our board of directors has adopted a réisolwpting out of the business combination prarisi Our bylaws provide that this resolution or ather
resolution of our board dafirectors exempting any business combination frioenbusiness combination provisions of the MGCL maly be revoked, altered
amended, and our board of directors may only adoptresolution inconsistent with any such resotytigith the affirmative vote of a majority of thetes cas
on the matter by holders of outstanding sharesioEommon stock. If this resolution is repeale@, $tatute may discourage others from trying to eequ
control of us and increase the difficulty of consnating any offer.

Control Share Acquisitions

Maryland law provides that “"control sharea Maryland corporation acquired in a "contiwhie acquisition” have no voting rights, exceph®extent
approved by a vote of two-thirds of the votes &dito be cast on the matter. Shares owned byctpgrar or by officers or by directors who are eanployees
are excluded from the shares entitled to vote emthtter. "Control shares" are voting shares akstioat, if aggregated with all other shares otlstourrently
owned by the acquiring person, or in respect oftihine acquiring person is able to exercise orctlitee exercise of voting power (except solely bjue of a
revocable proxy), would entitle the acquiring persm exercise voting power in electing directorghivi one of the following ranges of voting power:

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

Control shares do not include shares theigog person is then entitled to vote as a resiuftaving previously obtained shareholder appro&akcontrol
share acquisition" means the acquisition of corghalres, subject to certain exceptions. A persamives made or proposes to make a control sharéséiqu
may compel our board of directors to call a spatiaéting of shareholders to be held within 50 ddydemand to consider the voting rights of the ehafhe
right to compel the calling of a special meetingusject to the satisfaction of certain conditiansluding an undertaking to pay the expensesehtleeting. If
no request for a meeting is made, we may preserguistion at any shareholders meeting.
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If voting rights are not approved at thargtholders meeting or if the acquiring person daésieliver the statement required by Maryland lden,
subject to certain conditions and limitations, waymedeem any or all of the control shares, exiteste for which voting rights have previously bepproved
for fair value. Fair value is determined, withoegard to the absence of voting rights for the abrstnares, as of the date of the last control shemeisition by
the acquiror or of any meeting of shareholderstativthe voting rights of the shares were considlared not approved. If voting rights for controhsts are
approved at a shareholders meeting and the acdygommes entitled to vote a majority of the sharggled to vote, all other shareholders may eserci
appraisal rights. The fair value of the sharepfaposes of these appraisal rights may not betessthe highest price per share paid by the aoqunrthe
control share acquisition. The control share adfijoisstatute does not apply to shares acquiredrirerger, consolidation or share exchange if wa aa&rty to
the transaction, nor does it apply to acquisitiapgroved by or exempted by our charter or bylaws.

Our bylaws contain a provision exemptimgirthe control share acquisition statute any ahalcajuisitions by any person of our stock, and pinevision
of our bylaws may not be amended without the afiiiisre vote of a majority of the votes cast on tradter by holders of outstanding shares of our commo
stock.

Maryland Unsolicited Takeovers Act

Subtitle 8 of Title 3 of the MGCL permitdviaryland corporation with a class of equity setesiregistered under the Exchange Act, and at {eeee
independent directors to elect to be subject, byipion in its charter or bylaws or a resolutioritefboard of directors and notwithstanding anyt@my
provision in the charter or bylaws, to any or dlfiee provisions:

. a classified board;

. a two-thirds vote requirement for removing a dioect

. a requirement that the number of directors be fixelgf by vote of directors;

. a requirement that a vacancy on the board be filldg by the remaining directors and for the rerdamof the full term of the directorship in

which the vacancy occurred; and

. a majority requirement for the calling of a speaiedeting of shareholders.

In our charter, we have elected that, exaspnay be provided by the board of directorsettirgy the terms of any class or series of stoakancies on the
board be filled only by the remaining directorseeVf the remaining directors do not constituteuargm, and for the remainder of the full term & th
directorship in which the vacancy occurred. Thropgbvisions in our charter and bylaws unrelate8ubtitle 8, we:

. vest in the board the exclusive power to fix thenbar of directorships; and

. provide that unless called by our chairman of amarl of directors, our president, our chief exaeutfficer or our board of directors or holders
of one or more classes or series of preferred giackuant to rights specifically set forth in obacter with respect to such classes or series of
preferred stock, a special meeting of shareholahens only be called by our secretary upon the writegjuest of the shareholders entitled to cast
not less than a majority of all the votes entitiede cast at the meeting.
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Limitation of Liability and Indemnification

Maryland law permits a Maryland corporattorinclude in its charter a provision limiting thability of its directors and officers to the garation and its
shareholders for money damages, except for ligligisulting from:

. actual receipt of an improper benefit or profiniioney, property or services; or

. active and deliberate dishonesty established liyahjtidgment and which is material to the causaabion.

Our charter contains such a provision étiatinates directors' and officers' liability tecetimnaximum extent permitted by Maryland law. Théséhtions o
liability do not apply to liabilities arising undéne federal securities laws and do not generdictaithe availability of equitable remedies sushirgunctive
relief or rescission.

Our charter also authorizes our compantheanaximum extent permitted by Maryland law, igate our company to indemnify any present omfer
director or officer or any individual who, whiledérector or officer of our company and at the resju our company, serves or has served anothporation,
real estate investment trust, partnership, jointwes, trust, employee benefit plan or other emisepas a director, officer, partner or trusteenfrand against
any claim or liability to which that individual mdecome subject or which that individual may inloyreason of his or her service in any such capaacitl to
pay or reimburse his or her reasonable expensadvience of final disposition of a proceeding.

Our bylaws obligate us, to the maximum ekpermitted by Maryland law, to indemnify any pasor former director or officer or any individugho,
while a director or officer of our company andta tequest of our company, serves or has servetiearaorporation, real estate investment trustngaship,
joint venture, trust, employee benefit plan or ottterprise as a director, officer, partner ostiee and who is made, or threatened to be madetyatp the
proceeding by reason of his or her service in¢haagcity, from and against any claim or liabiliywhich that individual may become subject or whicht
individual may incur by reason of his or her sesviic any such capacity and to pay or reimbursehiger reasonable expenses in advance of finabsiispn of
a proceeding. Our charter and bylaws also permitompany to indemnify and advance expenses téralyidual who served a predecessor of our company
in any of the capacities described above and ampl@me or agent of our company or a predecessourofompany.

Maryland law requires a corporation (uniéssharter provides otherwise, which our chadlges not) to indemnify a director or officer wheshzeen
successful in the defense of any proceeding totwhécor she is made, or threatened to be madetyalpyareason of his or her service in that capacit
Maryland law permits a corporation to indemnifyptesent and former directors and officers, amdhgrs, against judgments, penalties, fines, setttésnand
reasonable expenses actually incurred by themrinaxiion with any proceeding to which they may lz&le) or threatened to be made, a party by reason of
their service in those or other capacities unleissdstablished that:

. the act or omission of the director or officer waaterial to the matter giving rise to the procegdind (1) was committed in bad faith or (2) was
the result of active and deliberate dishonesty;

. the director or officer actually received an impeopersonal benefit in money, property or servioes;

161




Table of Contents

CERTAIN PROVISIONS OF MARYLAND LAW AND OF OUR CHART ER AND BYLAWS

. in the case of any criminal proceeding, the dineotoofficer had reasonable cause to believe timatt or omission was unlawful.

However, under Maryland law, a Marylandpmation may not indemnify for an adverse judgmera suit by or in the right of the corporationfor a
judgment of liability on the basis that personatdf@ was improperly received, unless in eitherecagourt orders indemnification and then onlyeiopenses
In addition, Maryland law permits a corporatiorativance reasonable expenses to a director or offgm the corporation's receipt of:

. a written affirmation by the director or officer bis or her good faith belief that he or she hasthestandard of conduct necessary for
indemnification by the corporation; and

. a written undertaking by him or her on his or heh#lf to repay the amount paid or reimbursed bycthporation if it is ultimately determined
that the standard of conduct was not met.

We entered into indemnification agreemevith our directors and executive officers that gate us to indemnify them to the maximum extenirjteed
by Maryland law.

The indemnification agreements provide thatdirector or executive officer is a party erthreatened to be made a party to any proceegingdson of
such director's or executive officer's status dsector, officer or employee of our company, westniademnify such director or executive officer &
expenses and liabilities actually and reasonalulyrired by him or her, or on his or her behalf, sslg has been established that:

. the act or omission of the director or executiviicef was material to the matter giving rise to pneceeding and was committed in bad faith or
was the result of active and deliberate dishonesty;

. the director or executive officer actually receisdimproper personal benefit in money, propertgther services; or

. with respect to any criminal action or proceedihg, director or executive officer had reasonablesedo believe his or her conduct was
unlawful.

The indemnification agreements also prowide upon application of a director or executi¥ficer of our company to a court of appropriategdiction,
the court may order indemnification of such direcoexecutive officer if:

. the court determines the director or executiveceffis entitled to indemnification under the apglie section of the MGCL, in which case the
director or executive officer shall be entitledéaover from us the expenses of securing such indieation; or

. the court determines that such director or exeeutfficer is fairly and reasonably entitled to intfication in view of all the relevant
circumstances, whether or not the director or etreewfficer has met the standards of conductaehfin the applicable section of the MGCL
has been adjudged liable for receipt of an imprdyesrefit under the applicable section of the MG@lovided, however, that our
indemnification obligations to such director or extive officer will be limited to the expenses aidty and reasonably incurred by him or her, or
on his or her behalf, in connection with any pratteg by or in the right of our company or in whittte executive officer or director shall have
been adjudged liable for receipt of an impropespeal benefit under the applicable section of tl&@0\.
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Notwithstanding, and without limiting, angher provisions of the indemnification agreemeifita,director or executive officer is a party erthreatened 1
be made a party to any proceeding by reason ofdivettor's or executive officer's status as aatiine executive officer or employee of our compaayd such
director or executive officer is successful, onierits or otherwise, as to one or more but leas #il claims, issues or matters in such proceedegnust
indemnify such director or executive officer fof ekpenses actually and reasonably incurred bydrifver, or on his or her behalf, in connection veiith
successfully resolved claim, issue or matter, iticig any claim, issue or matter in such a procegthat is terminated by dismissal, with or withputjudice.

In addition, the indemnification agreemenetguire us to advance reasonable expenses indwyrée indemnitee within 20 days of the receipubyof a
statement from the indemnitee requesting the adygrovided the statement evidences the expensieis ancompanied by:

. a written affirmation of the indemnitee's goodlidielief that he or she has met the standard afucimecessary for indemnification; and

. a written undertaking by or on behalf of the indéeeto repay the portion of any expenses advatwctte indemnitee relating to claims, issues
or matters in a proceeding if it is ultimately ddished that the standard of conduct was not met.

The indemnification agreements also proWtgrocedures for the determination of entitletrterindemnification, including requiring such deténation
be made by independent counsel after a changentfotof us.

In addition, to the maximum extent pernaittyy law, our 2011 Equity Incentive Plan provides members of our board of directors with limitedbility
with respect to actions taken or decisions madmaod faith relating to the plan and indemnificatinrconnection with their activities under the plan

Insofar as the foregoing provisions peilimiemnification of directors, executive officersp@rsons controlling us for liability arising undbe Securities
Act, we have been informed that, in the opiniothef SEC, this indemnification is against publicippls expressed in the Securities Act and is there
unenforceable.

Meetings of Shareholders

Subject to the rights of holders of onenare classes or series of preferred stock speltyfisat forth in our charter, special meetings lvdireholders may
be called only by our board of directors, the ainain of our board of directors, our chief executffecer, our president or, in the case of a shadgro
requested special meeting, by our secretary upwitten request of the holders of common stodkled to cast not less than a majority of all \westitled
to be cast at such meeting. Only matters set forthe notice of the special meeting may be comeiiand acted upon at such a meeting. Additiontby,
Series A Preferred Stock articles supplementarlyprilvide the holders of Series A Preferred Stoaltain rights to have a special meeting called upeir
request in connection with the election of the @nefd stock directors. See "Description of Seridaréferred Stock—Limited Voting Rights."

Advance Notice of Director Nominations and New Busiess

Our bylaws provide that with respect tcaanual meeting of shareholders, nominations ofiddals for election to the board of directors #mel propose
of business to be considered by shareholders mayade only:

. pursuant to our notice of the meeting;
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. by the board of directors; or

. by a shareholder who is entitled to vote at thetmgeand who has complied with the advance notroegdures of the bylaws.

With respect to special meetings of shddgrs, only the business specified in our noticthefmeeting may be brought before the meeting. iNations
of individuals for election to our board of direrd@t a special meeting may be made only:

. pursuant to our notice of the meeting; and
. by the board of directors; or
. provided that the board of directors has determthatidirectors will be elected at the meetingatshareholder who is entitled to vote at the

meeting and who has complied with the advance agtiovisions of the bylaws.

Generally, in accordance with our bylawshareholder seeking to nominate a director orgbother business before our annual meeting of bblters
must deliver a notice to our secretary not latantf:00 p.m., Eastern Time, on the 120th day, adiee than the 150th day, prior to the first ammsary of the
date of mailing of the notice for the prior yeatsual meeting of shareholders (for purposes oR60R annual meeting, notice by the shareholdbettimely
must be delivered not earlier than the 150th déyr po the date of such annual meeting of sharedieldnd not later than 5:00 p.m., Eastern Timeherater
of the 120th day prior to the date of such annusgting of shareholders or the 10th day followingdlay on which public announcement of the datéef t
annual meeting of shareholders is first made bykm) a shareholder seeking to nominate a candidatur board of directors, the notice must déseri
various matters regarding the nominee, includingasaddress, occupation and number of sharesdreldyther specified matters. For a shareholderirsgédk
propose other business, the notice must includeseription of the proposed business, the reasartbéqroposal and other specified matters.
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The following summary of material provisions of gfatnership agreement does not purport to be cetepnd is subject to, and is qualified in its et
by reference to, all the provisions of the partigpsagreement and applicable provisions of the Bxlee Revised Uniform Limited Partnership Act
("DRULPA™).

General

Our operating partnership, STAG Indust@glerating Partnership, L.P., has been organizedCxdaware limited partnership. We are considesdaetan
UPREIT, in which all of our assets are owned imrateéd partnership, our operating partnership, bfolv a wholly-owned subsidiary of ours is the sydaeral
partner. For purposes of satisfying the assetatwhie tests for qualification as a REIT for U.Sldi@al income tax purposes, our proportionate shiitee
assets and income of our operating partnershipbeitlieemed to be our assets and income. The puvpose operating partnership includes the condfieiny
business that may be lawfully conducted by a lichjjartnership formed under the DRULPA, except thatimited partnership agreement (the "partnership
agreement") of our operating partnership requinesbusiness of our operating partnership to bewsttad in such a manner that will permit us to duals a
REIT under U.S. federal tax laws.

We will amend the partnership agreemembimection with the consummation of the offeringefies A Preferred Stock to reflect the issuamcetarms
of the Series A Preferred Units, and the provisiointhe partnership agreement described belowbeilin effect from and after the consummation of thi
offering. We are the indirect general partner ef dperating partnership and, as of June 30, 20é hwned 67.1% of our operating partnership.

Certain persons who contributed interasgroperties and/or other assets pursuant to tiheation transactions received common units in garating
partnership. In addition, in connection with ouitial public offering, our executive officers analdiependent directors received LTIP units in ourafieg
partnership. Holders of common units and LTIP uinitdhhe operating partnership are generally ewtitteshare in cash distributions from, and in treifs and
losses of, the operating partnership in proportiotheir respective percentage interests of comamits and LTIP units in the operating partnershignid to the
extent authorized by us and subject to the prefialeights of holders of outstanding preferredtanincluding Series A Preferred Units. Series Aférred
Units will rank senior to the common units and LTiRits of our operating partnership and will haights as to distributions and upon liquidation sdistion
or winding up that are substantially similar togb®f the Series A Preferred Stock described irs€Bption of Series A Preferred Stock." The unitshie
operating partnership are not listed on any exchamgjuoted on any national market system.

We will hold our assets and conduct ouiitess through our operating partnership. Pursuetttet partnership agreement, we, as the owneredidte
general partner of our operating partnership, Haleexclusive and complete responsibility andcdégion in the management and control of our opeyat
partnership. Our operating partnership may adndttechal limited partners in accordance with therte of the partnership agreement. The limited gastof
our operating partnership have no authority inrthapacity as limited partners to transact busif@s®r participate in the management activitieslecisions
of, our operating partnership except as requiredfplicable law. Consequently, we, by virtue of pasition as the owner of the general partner,robtite
assets and business of our operating partnershipeter, any amendment to the partnership agreetingnivould:

. affect the redemption rights in a manner adverseltmited partner;
. adversely affect a limited partner's right to reeetash distributions;
. convert a limited partner interest into a genesatrger interest;

165




Table of Contents

OUR OPERATING PARTNERSHIP AND THE PARTNERSHIP AGREE MENT

. modify the limited liability of a limited partnenia manner adverse to such partner; or

. cause the termination of our operating partnerphigr to the time specified in the partnership agnent,

will require the consent of each limited partnevexdely affected thereby or else shall be effeciyainst only those limited partners who shall hewesented
thereto.

Operations

The partnership agreement requires thabparating partnership be operated in a mannemitiiagnable us to satisfy the requirements fonigetlassified
as a REIT for U.S. federal tax purposes, to avoidld.S. federal income or excise tax liability inged by the Code, and to ensure that our operating
partnership will not be classified as a "publigigded partnership” for purposes of Section 770h®{Code.

In addition to the administrative and opiegacosts and expenses incurred by our operating@rship, it is anticipated that our operatingrgrship will
pay all of our administrative costs and expensesoam expenses will be treated as expenses ofpmratng partnership. Such expenses include:

. all expenses relating to our formation and continaf existence;

. all expenses relating to any offerings and redistna of securities;

. all expenses associated with our preparation dind f any periodic reports under federal, statéoal laws or regulations;
. all expenses related to our compliance with appletaws, rules and regulations; and

. all other operating or administrative costs of dacsirred in the ordinary course of its business.

Distributions

The partnership agreement provides thabparating partnership shall distribute cash frqgrarations (including net sale or refinancing prasgdut
excluding net proceeds from the sale of our opeggtartnership's property in connection with tigeililation of our operating partnership) on a qubrt@r, at
the election of the general partner, more frequieas)s, in amounts determined by the general pairirits sole discretion, to us and the limitedtpars:

. first, with respect to the Series A Preferred Uaitsl any other units ranking on parity with thei&eA Preferred Units as to distributions, in
accordance with the rights of holders of such yaisapplicable, and, within such class, amondtheers of such units, pro rata in proportior
their respective percentage interests; and

. second, with respect to any units that are notledtio any preference in distribution, includirgmamon units and LTIP units, in accordance '
the rights of holders of such units, as applicadtel, within such class, among the holders of siits, pro rata in proportion to their respective
percentage interests.

Upon liquidation of our operating partnepstafter payment of, or adequate provision fohtdeand obligations of our operating partnershipluding any
partner loans, it is anticipated that any remairdagets of our operating partnership will be disted to all partners with positive capital accaunt
accordance with their respective positive capitabaint balances. If any partner has a deficit lzaan its capital account (after giving effect to a
contributions, distributions and allocations fdrtakable years, including the year during whichtsliquidation occurs), such partner shall have
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no obligation to make any contribution to the calpitf our operating partnership with respect tchsteficit, and such deficit shall not be consideaetkbt
owed to the partnership or to any other persomfigrpurpose whatsoever.

Partnership Allocations

It is anticipated that income, gain andlo§our operating partnership for each fiscal ygarerally will be allocated among the partneradoordance wit
our operating partnership agreement. The allocati@scribed above are subject to compliance wélpthvisions of the Code Sections 704(b) and 70at{d)
U.S. Department of Treasury Regulations promulg#tedeunder.

Capital Contributions and Borrowings

Upon the completion of this offering, welwiontribute to our operating partnership the pretceeds of this offering as our capital contribatin exchang
for Series A Preferred Units. Under the partnersigigegement, we are obligated to contribute thereeteeds of any subsequent offering of our comnmeks
or preferred stock as additional capital to ourrapieg partnership.

The partnership agreement provides thadiifoperating partnership requires additional fusidsny time in excess of funds available to owarafping
partnership from borrowing or capital contributiom® may borrow such funds from a financial insiitn or other lender and lend such funds to ouratie
partnership.

Issuance of Additional Limited Partnership Interests

As the owner of the sole general partheyuwfoperating partnership, we are authorized,auitthe consent of the limited partners, to causeoperating
partnership to issue additional units to us, tatBohpartners or to other persons for such conater and on such terms and conditions as we depnopriate
If additional units are issued to us, then, untssadditional units are issued in connection wittontribution of property to our operating parsigp, we must
(1) issue additional shares of our common stoaktloer securities, which securities have designatipreferences and other rights such that the esiono
interests attributable to such securities are coafgpa to the designations preferences and othletstigxcept voting rights, of the additional uristsued to us
and must contribute to our operating partnershepethtire proceeds received by us from such issuan(@ issue additional units to all partners ddunits in
the same class in the proportion to their respedtiterests in such class in our operating partigr€onsideration for additional partnership iets may be
cash or other property or assets. No person, iivgjuahy partner or assignee, has preemptive, gnatie or similar rights with respect to additioalpital
contributions to our operating partnership or ggiance or sale of any partnership interests therei

Our operating partnership may issue urfitsrated partnership interest that are commonsjninits of limited partnership interest that aref@rred as to
distributions and upon liquidation to our unitdiafited partnership interest and other types ofsuniith such rights and obligations as may be déstadd by
the general partner from time to time.

In connection with this offering, our opiéng partnership will issue an equivalent numbegefies A Preferred Units to us that will have tigas to
distributions and upon liquidation, dissolutionvainding up that are substantially similar to tha$¢he Series A Preferred Stock described in "DOpton of
Series A Preferred Stock."
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Redemption Rights

Pursuant to the partnership agreementy afier the date that is one year from the daissafance, the limited partners holding common yitiser than
us) have the right to cause our operating partitelredeem their common units for cash or, atefleetion of the general partner, our common stotlk one-
for-one basis, subject to adjustment, as providetie partnership agreement. Notwithstanding thegiming, a limited partner will not be entitledeercise its
redemption right to the extent the issuance of comstock to the redeeming limited partner would@ yrohibited, as determined in our sole discretimde!
our charter or (2) cause the acquisition of comistook by such redeeming limited partner to be graeed" with any other distribution of common stdek
purposes of complying with the Securities Act.

Our operating partnership will be requitededeem Series A Preferred Units from us in cotioe with any redemption by us of shares of Seiies
Preferred Stock. See "Description of Series A PrefeStock—Optional Redemption."”

No Removal of the General Partner
Our wholly-owned subsidiary may not be reetbas general partner by the partners with orowiticause.
Withdrawal of General Partner; Transfer of General Partner's Interests

We cannot cause the general partner tadvéth from our operating partnership or transfeagsign its interest in our operating partnershipss

. the interests are transferred to a qualified REiIs&iary;

. the limited partners holding a majority of the aatsling partnership interests held by all limitedtpers consent; or

. the general partner merges with another entity emahediately after such merger, the surviving graiintributes substantially all of its assets,
other than the general partner's interests in parating partnership, to our operating partnerg8hgxchange for units of limited partnership
interest.

Restrictions on Transfer by Limited Partners

The partnership agreement provides that Badted partner, and each transferee of partngisterests or assignee pursuant to a permiteetster, has
the right to transfer all or any portion of its pearship interest to any person, subject to theigians of the partnership agreement. No limitedrga shall
have the right to substitute a transferee as addrpartner in its place. A transferee of the eséepf a limited partner may be admitted as a gubesd limited
partner only with the consent of the general pastwhich consent may be given or withheld by theegal partner in its sole and absolute discretion.

Term
Our operating partnership shall continugl terminated as provided in the partnership agrest or by operation of law.
Tax Matters

Pursuant to the partnership agreemengeheral partner is the tax matters partner of perating partnership and, as such, has authoritamalle tax
audits and to make tax elections under the Codeebalf of our operating partnership.
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The following is a summary of the matetiaB. federal income tax consequences of an investmeur stock. The law firm of DLA Piper LLP (U8ps
acted as our tax counsel and reviewed this sumrRarnypurposes of this section under the headin§."Bederal Income Tax Considerations," referenzes t
"we," "our" and "us" mean only STAG Industrial, Iramd not its subsidiaries or other lower-tier tiggi except as otherwise indicated. This summabased
upon the Code, the regulations promulgated by ti® Treasury Department, rulings and other admmatise pronouncements issued by the IRS, and jaldici
decisions, all as currently in effect, and all dfigh are subject to differing interpretations oct@nge, possibly with retroactive effect. No aseae can be
given that the IRS would not assert, or that atceould not sustain, a position contrary to anyhaf tax consequences described below. We haveonghs
and do not currently expect to seek an advanceg@iiom the IRS regarding any matter discussedigigrospectus. The summary is also based upon the
assumption that we will operate STAG Industriat. land its subsidiaries and affiliated entitieadeordance with their applicable organizationaluhoents.
This summary is for general information only an@slaot purport to discuss all aspects of U.S. ddecome taxation that may be important to a palar
investor in light of its investment or tax circurmstes or to investors subject to special tax relesh as:

. financial institutions;

. insurance companies;

. broker-dealers;

. regulated investment companies;

. partnerships and trusts;

. persons who hold our stock on behalf of other perss nominees;

. persons who receive our stock through the exedfisenployee stock options (if we ever have empleyee otherwise as compensation;

. persons holding our stock as part of a "straddhegtige," "conversion transaction," "constructivenewship transaction," "synthetic security" or

other integrated investment;

. "S" corporations;
and, except to the extent discussed below:

. tax-exempt organizations; and

. foreign investors.
This summary assumes that investors witll lieeir stock as a capital asset, which generathans as property held for investment.

The U.S. federal income tax treatment déiéis of our stock depends in some instances @rrdetations of fact and interpretations of comeavisions
of U.S. federal income tax law for which no cleaeqedent or authority may be available. In addjttbe tax consequences to any particular sharehofde
holding our stock will depend on the shareholdgaidicular tax circumstances. For example, a slddehthat is a partnership or trust that has dsueequity
interest to certain types of tax-exempt organizetimay be subject to a special entity-level taxdfmake distributions attributable to "excess iaidn
income." See "—Taxation of STAG Industrial, Inclaxable Mortgage Pools and Excess Inclusion Incomsimilar tax may be payable by persons who |
our stock as nominees on behalf of tax-exempt ézgfons. You are urged to
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consult your tax advisor regarding the U.S. fedestalte, and local and foreign income and othectasequences to you in light of your particularestment
or tax circumstances of acquiring, holding, excliaggor otherwise disposing of our stock.

Taxation of STAG Industrial, Inc.

We intend to elect to be taxed as a REfmoencing with our taxable year ending Decembef811. We believe that we have been organized and
operate in such a manner as to qualify for taxad®a REIT.

The law firm of DLA Piper LLP (US) is actiras our tax counsel in connection with this offgriln connection with this offering, DLA Piper LL{PS)
will render an opinion that we have been organimezbnformity with the requirements for qualificai and taxation as a REIT under the Code, andbtirat
present and proposed organization, ownership atidod@®f operation will enable us to meet the rezpients for qualification and taxation as a REIT
beginning with our taxable year ending Decembe281.1. It must be emphasized that the opinion oAPliper LLP (US) will be based on various
assumptions relating to our organization and oferatnd conditioned upon fact-based representatindscovenants made by our management regarding our
organization, assets, and income, and the futurduai of our business operations. While we intendperate so that we qualify as a REIT, given igali
complex nature of the rules governing REITs, thgadmg importance of factual determinations, andpbssibility of future changes in our circumstances
assurance can be given by DLA Piper LLP (US) oudyhat we will qualify as a REIT for any particuieear. The opinion will be expressed as of the dat
issued and will not cover subsequent periods. Galures no obligation to advise us or our sharehmsldeany subsequent change in the matters stated,
represented or assumed, or of any subsequent cirattge=applicable law. You should be aware thaniops of counsel are not binding on the IRS, aod n
assurance can be given that the IRS will not chgiethe conclusions set forth in such opinions.

Qualification and taxation as a REIT depsead our ability to meet on a continuing basisptigh actual operating results, distribution levats] diversity
of stock and asset ownership, various qualificaterjuirements imposed upon REITs by the Code, dhgptiance with which will not be reviewed by DLA
Piper LLP (US). Our ability to qualify as a REITsalrequires that we satisfy certain asset testse 5 which depend upon the fair market valuesseéts that
we own directly or indirectly. Such values may hetsusceptible to a precise determination. Accgigimo assurance can be given that the actualtsesfu
our operations for any taxable year will satisfglsvequirements for qualification and taxation &ET.

Taxation of REITs in General

As indicated above, our qualification aagation as a REIT depends upon our ability to n@ef continuing basis, various qualification regoients
imposed upon REITs by the Code. The material quatibn requirements are summarized below under &gtitements for Qualification—General." While
we intend to operate so that we qualify as a REbTassurance can be given that the IRS will nollexinge our qualification, or that we will be ab&edperate i
accordance with the REIT requirements in the fut8ese "—Failure to Qualify."

Provided that we qualify as a REIT, gerlgnak will be entitled to a deduction for dividentiigt we pay and therefore will not be subject t8.Uederal
corporate income tax on our taxable income thatiisently distributed to our shareholders. Thistimgent substantially eliminates the "double taxdtit the
corporate and shareholder levels that generallyltsesom investment in a
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corporation. In general, the income that we geeexat distribute currently is taxed only at thershalder level upon distribution to our sharehatder

For tax years through 2012, most domestizeholders that are individuals, trusts or estatesaxed on regular corporate dividends at ammaxi rate of
15% (the same as long-term capital gains). Witlitdichexceptions, however, dividends from us or fiatimer entities that are taxed as REITs are gdyeral
eligible for this rate and will continue to be taxat rates applicable to ordinary income. See "—aliar of Shareholders—Taxation of Taxable Domestic
Shareholders—Distributions."

Any net operating losses and other taxoaties of ours generally do not pass through tosbareholders, subject to special rules for ceitaims such as
the capital gains that we recognize. See "—Taxaifddhareholders."

If we qualify as a REIT, we will nonetheddse subject to U.S. federal tax in the followimgemstances:

. We will be taxed at regular corporate rates onwamgistributed taxable income, including undistréalinet capital gains.
. We may be subject to the "alternative minimum tax"our items of tax preference, including any déidas of net operating losses.
. If we have net income from prohibited transactiomsich are, in general, sales or other dispositmfriaventory or property held primarily for

sale to customers in the ordinary course of busijraer than foreclosure property, such incomebeilsubject to a 100% tax. See Prehibitec
Transactions" and "—Foreclosure Property" below.

. If we elect to treat property that we acquire inmection with a foreclosure of a mortgage loanestain leasehold terminations as "foreclosure
property,” we may thereby avoid the 100% tax omd@m a resale of that property (if the sale wontlderwise constitute a prohibited
transaction), but the income from the sale or dperaf the property may be subject to corporat®ine tax at the highest applicable rate
(currently 35%).

. If we derive "excess inclusion income" from an ie8# in certain mortgage loan securitization sties (i.e., a "taxable mortgage pool" or a
residual interest in a real estate mortgage investrmonduit, or "REMIC"), we could be subject toparate level federal income tax at a 35%
rate to the extent that such income is allocabkptzxified types of tax-exempt shareholders knosvidequalified organizations” that are not
subject to unrelated business income tax. See "-afflaMortgage Pools and Excess Inclusion Incomkle

. If we should fail to satisfy the 75% gross incorasttor the 95% gross income test, as discussed pleld nonetheless maintain our qualificat
as a REIT because we satisfy other requirementsyilivbe subject to a 100% tax on an amount basethe magnitude of the failure, as
adjusted to reflect the profit margin associatethwur gross income.

. If we should violate the asset tests (other thatatede minimis violations) or other requiremeagplicable to REITSs, as described below, and
yet maintain our qualification as a REIT becausgdhis reasonable cause for the failure and ofh@icable requirements are met, we would be
subject to an excise tax. In that case, the amafuthie excise tax will be at least $50,000 pewfa] and, in the case of certain asset test failure
will be determined as the amount of net income grd by the assets in question multiplied by tlyddst corporate tax rate (currently 35%) if
that amount exceeds $50,000 per failure.
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If we should fail to distribute during a calend@ay at least the sum of (1) 85% of our REIT ordiriacome for such year, (2) 95% of our REIT
capital gain net income for such year, and (3)@mdistributed taxable income from prior periods,waild be subject to a nondeductible 4%
excise tax on the excess of the required distaiouiver the sum of (i) the amounts that we actudiyributed and (ii) the amounts of income
from the taxable year we retained and upon whiclpaid income tax at the corporate level.

We may be required to pay monetary penalties tdRISein certain circumstances, including if we tailmeet record keeping requirements
intended to monitor our compliance with rules rielgto the composition of a REIT's shareholdergjescribed below in "—Requirements for
Qualification—General."

A 100% tax may be imposed on transactions betweemd a TRS (as described below) that do not tedlec's-length terms.

If we acquire appreciated assets from a corpordhiahis not a REIT and is taxable under subchapteithe Code in a transaction in which the
adjusted tax basis of the assets in our handgesndmed by reference to the adjusted tax basisen&ssets in the hands of the subchapter C
corporation, we may be subject to tax on such agien at the highest corporate income tax ra¢e tpplicable if we subsequently recognize
gain on a disposition of any such assets duringethe/ear period following their acquisition frolmetsubchapter C corporation.

The earnings of our subsidiaries, including anysglibry we may elect to treat as a TRS, are subjefetderal corporate income tax to the extent
that such subsidiaries are taxable as subchapterpgorations.

In addition, we and our subsidiaries magbigiect to a variety of taxes, including payrakés and state and local and foreign income, ptpped other
taxes on our assets and operations. We could alsalfject to tax in situations and on transacti@ipresently contemplated.

Requirements for Qualification—General

The Code defines a REIT as a corporatioist br association:

@)
@)
®)
(4)
()
(6)

()

that is managed by one or more trustees or dirgctor

the beneficial ownership of which is evidenced taysferable shares, or by transferable certificaténeficial interest;
that would be taxable as a domestic corporatiorfdytts election to be subject to tax as a REIT;

that is neither a financial institution nor an iresuce company subject to specific provisions ofCode;

the beneficial ownership of which is held by 100va@re persons;

in which, during the last half of each taxable ye@t more than 50% in value of the outstandinglsts owned, directly or indirectly, by five or
fewer "individuals" (as defined in the Code to imt# specified tax-exempt entities); and

which meets other tests described below, includiitly respect to the nature of its income and assets
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The Code provides that conditions (1) tigto4) must be met during the entire taxable yaad,that condition (5) must be met during at 1888t days of
a taxable year of 12 months, or during a propoaierpart of a shorter taxable year. Conditions(f) (6) need not be met during a corporation'&lrtéx year
as a REIT. In our case, we intend to elect to kedas a REIT commencing with our taxable yearremBiecember 31, 2011. Our charter provides restnist
regarding the ownership and transfer of our shavegh are intended to assist us in satisfyingsttere ownership requirements described in conditihand
(6) above.

To monitor compliance with the share owhgrsequirements, we generally are required to taairrecords regarding the actual ownership ofstiares.
To do so, we must demand written statements eaahfiem the record holders of significant perceetagf our stock pursuant to which the record hsldens
disclose the actual owners of the shares (i.e péingons required to include our distributionshigit gross income). We must maintain a list of éhpsrsons
failing or refusing to comply with this demand astpof our records. We could be subject to monepanalties if we fail to comply with these recorekbing
requirements. If you fail or refuse to comply witle demands, you will be required by U.S. Departroéfireasury regulations to submit a statement witur
tax return disclosing your actual ownership of sliares and other information.

In addition, a corporation generally may elect to become a REIT unless its taxable yetreicalendar year. We have adopted December @dras
taxable year-end, and thereby satisfy this requérgm

The Code provides relief from violationstioé REIT gross income requirements, as describhbunder "—Income Tests," in cases where a s
due to reasonable cause and not to willful negheud, other requirements are met, including the genyrof a penalty tax that is based upon the madeitd the
violation. In addition, certain provisions of thed@ extend similar relief in the case of certamlations of the REIT asset requirements and otfigiTR
requirements, again provided that the violatiodus to reasonable cause and not willful negleat,ather conditions are met, including the payméiat o
penalty tax. If we fail to satisfy any of the var®REIT requirements, there can be no assurantéhtse relief provisions would be available totdeais to
maintain our qualification as a REIT, and, if suehef provisions are available, the amount of eggultant penalty tax could be substantial.

Subsidiary Entities

Ownership of partnership interestsIf we are a partner in an entity that is trdaas a partnership for U.S. federal income tax @sgp, U.S. Department
of Treasury regulations provide that we are deeta@dvn our proportionate share of the partnerslaigé®ts, and to earn our proportionate share of the
partnership's income, for purposes of the assegesgs income tests applicable to REITs. Our priqaate share of a partnership's assets and inbased
on our capital interest in the partnership (exdkat for purposes of the 10% value test, our priiguate share of the partnership's assets is asedr
proportionate interest in the equity and certaibtdecurities issued by the partnership). In addjtthe assets and gross income of the partnesshigeemed 1
retain the same character in our hands. Thus, rmpoptionate share of the assets and items of ieaainany of our subsidiary partnerships will betesl as ot
assets and items of income for purposes of applyiadREIT requirements. For any period of time thatown 100% of our operating partnership, all wf o
operating partnership's assets and income willeeened to be ours for federal income tax purposes.
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Disregarded subsidiaries. If we own a corporate subsidiary that is a Tdjeal REIT subsidiary,” that subsidiary is genéyalisregarded for U.S. federal
income tax purposes, and all of the subsidiargstasliabilities and items of income, deductiod aredit are treated as our assets, liabilitiesitamds of
income, deduction and credit, including for puroeéthe gross income and asset tests applicat&Lds. A qualified REIT subsidiary is any corpadoat
other than a TRS (as described below), that istrer indirectly (through other disregarded gat) wholly owned by a REIT. Other entities that aholly
owned by us, including single member, domestictéohiiability companies that have not elected taebed as corporations for U.S. federal income tax
purposes, are also generally disregarded as separtities for U.S. federal income tax purposeduiting for purposes of the REIT income and assst
Disregarded subsidiaries, along with any partngsshi which we hold an equity interest, are somesimeferred to herein as "pass-through subsidiaries

In the event that a disregarded subsiddgurs ceases to be wholly owned—for examplenyf equity interest in the subsidiary is acquiredalperson
other than us or another disregarded subsidiaoy—the subsidiary's separate existence would no longelisregarded for U.S. federal income tax purgx
Instead, the subsidiary would have multiple owrserd would be treated as either a partnership axabte corporation. Such an event could, dependlirtye
circumstances, adversely affect our ability tosfatihe various asset and gross income requirenagpiicable to REITSs, including the requirement tREITS
generally may not own, directly or indirectly, mahan 10% of the securities of another corporation.

Taxable corporate subsidiaries.In the future we may jointly elect with anyair subsidiary corporations, whether or not whollyned, to treat such
subsidiary corporations as TRSs. We generally nmaywn more than 10% of the securities of a taxabtporation, as measured by voting power or value,
unless we and such corporation elect to treat sagboration as a TRS. The separate existence BfSadr other taxable corporation is not ignoredfds.
federal income tax purposes. Accordingly, a TR8ther taxable corporation generally would be sulifecorporate income tax on its earnings, whicly ma
reduce the cash flow that we and our subsidiagee@te in the aggregate, and may reduce ouryatoilihake distributions to our shareholders.

We are not treated as holding the assedsT&tS or other taxable subsidiary corporationsaregeiving any income that the subsidiary earathét, the
stock issued by a taxable subsidiary to us is aetas our hands, and we treat the distributiond fmaus from such taxable subsidiary, if any,raome, gain,
or return of capital, as applicable. This treatneant affect our income and asset test calculatemdescribed below. Because we do not includadbets and
income of TRSs or other taxable subsidiary corpamatin determining our compliance with the REIGugements, we may use such entities to undertake
indirectly activities that the REIT rules might etiwise preclude us from doing directly or througisgthrough subsidiaries. For example, we may B&&sTor
other taxable subsidiary corporations to condutividies that give rise to certain categories afdme such as management fees or activities thatvibeu
treated in our hands as prohibited transactions.

Income Tests

In order to qualify as a REIT, we mustsfgtiwo gross income requirements on an annuasbBsst, at least 75% of our gross income for daghble
year, excluding gross income from sales of inventardealer property in "prohibited transactionsti@ertain other forms of income, generally mustibevec
from investments relating to real property or magegs on real property, including interest inconréved from mortgage loans secured by real property
(including certain types of mortgadpaicked securities), "rents from real property,tribsitions received from other REITs, and gaingrfritne sale of real este
assets, as well as specified income from tempanagstments.
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Second, at least 95% of our gross income in ea@bta year, excluding gross income from prohibttadisactions and certain hedging transactions, beist
derived from some combination of such income framestments in real property (i.e., income thatifjealunder the 75% income test described aboee), a
well as other dividends, interest, and gain fromghle or disposition of stock or securities, wihieled not have any relation to real property.

Interest income constitutes qualifying rgade interest for purposes of the 75% income &ssti¢scribed above) to the extent that the obdigatpon
which such interest is paid is secured by a moggagreal property. If we receive interest inconii wespect to a mortgage loan that is securedblly feal
property and other property, and the highest gpaicamount of the loan outstanding during a taxgbbe exceeds the fair market value of the regbgnty on
the date that we acquired or originated the mogdagn, the interest income will be apportionedveen the real property and the other collateral, cur
income from the arrangement will qualify for purpeof the 75% income test only to the extent thatnterest is allocable to the real property. Ef@noan
is not secured by real property, or is undersecuhedincome that it generates may nonethelessfy @ purposes of the 95% income test.

To the extent that the terms of a loan ®¥or contingent interest that is based on treh gaoceeds realized upon the sale of the properyring the
loan (a "shared appreciation provision"), incontakaitable to the participation feature will bedted as gain from sale of the underlying propevtjich
generally will be qualifying income for purposeshaith the 75% and 95% gross income tests proviudthe real property is not held as inventory ealer
property or primarily for sale to customers in trdinary course of business. To the extent thatiere/e interest income from a mortgage loan or imedrom
the rental of real property (discussed below) wladirer a portion of the amount of interest or e¢fmicome payable is contingent, such income gdigewdl
qualify for purposes of the gross income tests dfrityis based upon the gross receipts or saldsnah on the net income or profits of the borrometessee.
This limitation does not apply, however, where lloerower or lessee leases substantially all dhterest in the property to tenants or subtenantke extent
that the rental income derived by the borrowelessée, as the case may be, would qualify as memtsréal property had we earned the income directly

Rents received by us will qualify as "refitsn real property" in satisfying the gross incoraquirements described above only if several dmrdi are
met. If rent is partly attributable to personalgedy leased in connection with a lease of reaperty, the portion of the rent that is attributatdehe personal
property will not qualify as "rents from real prope unless it constitutes 15% or less of the to¢alt received under the lease. In addition, thewarof rent
generally must not be based in whole or in parthenincome or profits of any person. Amounts reeeigs rent, however, generally will not be exclufiteth
rents from real property solely by reason of bdiaged on fixed percentages of gross receipts es.ddlloreover, for rents received to qualify as tsdrom rea
property,” we generally must not operate or maritageroperty or furnish or render services to gmants of such property, other than through arepieddent
contractor" from which we derive no revenue and theets certain other requirements or through a. MRSare permitted, however, to perform services th
are "usually or customarily rendered" in connectidth the rental of space for occupancy only andctviare not otherwise considered rendered to tbepsmnt
of the property. In addition, we may directly odirectly provide noncustomary services to tenaftsuo properties without disqualifying all of thent from
the property if the income from such services dustsexceed 1% of the total gross income from tlopgrty. For purposes of this test, we are deemédve
received income from such non-customary servicemiamount at least 150% of the direct cost ofiging the services. Moreover, we are generally fech
to provide services to tenants or others throu§R& without disqualifying the rental income receifeom tenants for purposes of the
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income tests. Also, rental income will qualify @sits from real property only to the extent thatdeenot directly or constructively hold a 10% or apes
interest, as measured by vote or value, in theEssquity.

We may directly or indirectly receive dibtrtions from TRSs or other corporations that a€REITs or qualified REIT subsidiaries. Theseritisttions
generally are treated as dividend income to thergxdf the earnings and profits of the distributimgporation. Such distributions will generally stitute
qualifying income for purposes of the 95% gros®ine test, but not for purposes of the 75% grossniectest. Any distributions (other than return apital
distributions) that we receive from a REIT, howeweitl be qualifying income for purposes of botletB5% and 75% income tests.

We may receive (either actual receipt @nded receipt) amounts from certain affiliated @giin exchange for such entities' use of intallecproperty
rights, including the use of the STAG name. We dbaxpect such amounts to be significant, andnjnevent, to negatively impact our compliance VRE&IT
gross income tests.

If we fail to satisfy one or both of the%8%®r 95% gross income tests for any taxable yeamay still qualify as a REIT for such year if we &ntitled to
relief under applicable provisions of the Code. Seheelief provisions will be generally availablé1f our failure to meet these tests was due teoreble caus
and not due to willful neglect and (2) followingrdadentification of the failure to meet the 75%9%% gross income test for any taxable year, weafehedul
with the IRS setting forth each item of our grassoime for purposes of the 75% or 95% gross incestefor such taxable year in accordance with U.S.
Department of Treasury regulations. It is not palssio state whether we would be entitled to theefie of these relief provisions in all circumstasclf these
relief provisions are inapplicable to a particidat of circumstances, we will not qualify as a REAE discussed above under "—Taxation of REITs in
General," even where these relief provisions aphly,Code imposes a tax based upon the amount ioh wie fail to satisfy the particular gross incotest.

Asset Tests

At the close of each calendar quarter, wstralso satisfy four tests relating to the natfreur assets. First, at least 75% of the valueuoftotal assets
must be represented by some combination of "reéateeassets," cash, cash items, U.S. governmeunttses, and, under some circumstances, stock!latr de
instruments purchased with new capital. For thippse, real estate assets include interests iprepérty, such as land, buildings, leasehold @stsrin real
property, stock of other corporations that quadi§yREITs, and some kinds of mortgage-backed sesuaihd mortgage loans. Assets that do not qufalify
purposes of the 75% test are subject to the additimsset tests described below.

Second, the value of any one issuer's gixsuthat we own (other than a TRS or qualified REubsidiary) may not exceed 5% of the value aftotal
assets.

Third, we may not own more than 10% of ang issuer's outstanding securities, as measuredh®yr voting power or value. The 10% asset @stsot
apply to securities of TRSs and qualified REIT dibsies and the 10% asset test by value doesppdy &0 "straight debt" having specified charactéics and
to certain other securities described below. Sdialyurposes of the 10% asset test by value, ¢herghination of our interest in the assets of @angaship in
which we own an interest will be based on our prbpoate interest in any securities issued by @ugnership, excluding for this purpose certain sées
described in the Code, as well as our equity istarethe partnership, if any.

Fourth, the aggregate value of all se@sitf TRSs that we hold may not exceed 25% of #iigevof our total assets.
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Notwithstanding the general rule, as natiedve, that for purposes of the REIT income andtdssts we are treated as owning our proporticstaee of
the underlying assets of a subsidiary partnershipe hold indebtedness issued by a partnershéirttiebtedness will be subject to, and may cawsaation
of, the asset tests unless the indebtedness islifiyimg mortgage asset or other conditions are. i®enilarly, although stock of another REIT is alifying
asset for purposes of the REIT asset tests, amynmwtgage debt that is issued by another REIT nmysa qualify (such debt, however, will not be teshas a
"security" for purposes of the 10% asset test yeyas explained below).

Certain relief provisions are availabléRiBITs to satisfy the asset requirements or to raarREIT qualification notwithstanding certain \atibns of the
asset and other requirements. One such provisiowsab REIT which fails one or more of the assqtiements to nevertheless maintain its REIT gicalifon
if (1) the REIT provides the IRS with a descriptioiheach asset causing the failure, (2) the faisidue to reasonable cause and not willful neg(83tthe
REIT pays a tax equal to the greater of (i) $50,080failure, and (ii) the product of the net ineogenerated by the assets that caused the failultiplied by
the highest applicable corporate tax rate (curye3tPs), and (4) the REIT either disposes of thetssausing the failure within six months after st day of
the quarter in which it identifies the failure,@herwise satisfies the relevant asset tests witt@ahtime frame.

In the case of de minimis violations of 8% and 5% asset tests, a REIT may maintain asifgpation despite a violation of such requirenteifit(1) the
value of the assets causing the violation doegxaed the lesser of 1% of the REIT's total asseds$10,000,000, and (2) the REIT either disposéseo
assets causing the failure within six months dfterlast day of the quarter in which it identiftee failure, or the relevant tests are otherwisisfiad within
that time frame.

Certain securities will not cause a viaatdf the 10% asset test described above. Suchitiesinclude instruments that constitute "straigébt." A
security does not qualify as "straight debt" wheeREIT (or a controlled TRS of the REIT) owns othecurities of the same issuer which do not quakfy
straight debt, unless the value of those otherrgesiconstitute, in the aggregate, 1% or lestheftotal value of that issuer's outstanding séesriln addition
to straight debt, the Code provides that certaieiosecurities will not violate the 10% asset t8stch securities include (1) any loan made to dividual or ar
estate, (2) certain rental agreements pursuanhichvone or more payments are to be made in subségaars (other than agreements between a REIT and
certain persons related to the REIT under attriloutules), (3) any obligation to pay rents froml gaperty, (4) securities issued by governmentéties that
are not dependent in whole or in part on the g aft(or payments made by) a non-governmentalyeiif} any security (including debt securitiesuisg by
another REIT, and (6) any debt instrument issued pgrtnership if the partnership's income is péture that it would satisfy the 75% gross incoass t
described above under 'trReome Tests." In applying the 10% asset test lhyeya debt security issued by a partnership igal@n into account to the exten
any, of the REIT's proportionate interest in thaiggand certain debt securities issued by thatneaship.

Any interests that we hold in a REMIC vg#nerally qualify as real estate assets and inactarieed from REMIC interests will generally be teshas
qualifying income for purposes of the REIT incorasts described above. If less than 95% of thesas§et REMIC are real estate assets, however,ahigra
proportionate part of our interest in the REMIC amebme derived from the interest qualifies forgmses of the REIT asset and income tests. If we &ol
"residual interest" in a REMIC from which we deritexcess inclusion income," we will be requireckither distribute the excess inclusion income grtpa
on it (or a combination of the two), even thoughmay not receive
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the income in cash. To the extent that distrib&beckss inclusion income is allocable to a particsifeareholder, the income (1) would not be alloteebe
offset by any net operating losses otherwise avigilo the shareholder, (2) would be subject toasiBTI in the hands of most types of shareholttesare
otherwise generally exempt from U.S. federal incdaxe and (3) would result in the application oBUfederal income tax withholding at the maximure ra
(30%), without reduction of any otherwise applieairicome tax treaty, to the extent allocable totrhygees of foreign shareholders. Moreover, any sxce
inclusion income that we receive that is allocdblspecified categories of tax-exempt investorsciviaire not subject to unrelated business incomestech as
government entities, may be subject to corporatetimcome tax in our hands, whether or not itigributed. See "—Taxable Mortgage Pools and Excess
Inclusion Income.”

We believe that our holdings of securitiesl other assets will comply with the foregoing RESset requirements, and we intend to monitor dianmge
on an ongoing basis. Certain mezzanine loans we makcquire may qualify for the safe harbor of &rie Procedure 205 pursuant to which certain log
secured by a first priority security interest inr@xship interests in a partnership or limited lisbcompany will be treated as qualifying assetsgurposes of
the 75% real estate asset test and the 10% vetdugr test. See "—Income Tests." We may make sogrzamine loans that do not qualify for that safdbg
qualify as "straight debt" securities or qualify fime of the other exclusions from the definitidrisecurities" for purposes of the 10% value téée intend to
make such investments in such a manner as noil todeasset tests described above.

Some of our assets will consist of goodvinitluding goodwill related to the contributionthe management company. We do not expect the célamey
such goodwill to be significant, and, in any eveéatnegatively impact our compliance with the REBEEBet tests.

No independent appraisals will be obtaiteesupport our conclusions as to the value of otal assets or the value of any particular secworityecurities.
Moreover, values of some assets, may not be suSleefat a precise determination, and values argstutn change in the future. Furthermore, the erop
classification of an instrument as debt or equityféderal income tax purposes may be uncertasoine circumstances, which could affect the applinaif
the REIT asset requirements. Accordingly, therelimno assurance that the IRS will not contenddbainterests in our subsidiaries or in the sei@sriof
other issuers will not cause a violation of the RE$set tests.

If we should fail to satisfy the assetsemttthe end of a calendar quarter, such a fahordd not cause us to lose our REIT qualificatiowe (1) satisfied
the asset tests at the close of the precedingdaieuarter and (2) the discrepancy between theeval our assets and the asset requirements wagiody or
partly caused by an acquisition of non-qualifyirsgets, but instead arose from changes in the maaket of our assets. If the condition describe()nwere
not satisfied, we still could avoid disqualificatiby eliminating any discrepancy within 30 day®athe close of the calendar quarter in whichasaror by
making use of relief provisions described below.
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Annual Distribution Requirements
In order to qualify as a REIT, we are regdito distribute dividends, other than capitahg#ividends, to our shareholders in an amountast lequal to:

(1)  the sum of
0] 90% of our "REIT taxable income," computed withcegard to our net capital gains and the divideradd geduction, and
(i) 90% of our net income, if any, (after tax) fromdolosure property (as described below), minus

(2)  the sum of specified items of non-cash income.

We generally must make these distributiarthe taxable year to which they relate, or inftiitowing taxable year if declared before we tignéile our tax
return for the year and if paid with or before finst regular dividend payment after such declaratin order for dividends to provide a tax dedwttior us, th
distributions must not be "preferential dividend&.tistribution is not a preferential dividend fifet distribution is (1) pro rata among all outstagdshares of
stock within a particular class, and (2) in accoawith the preferences among different classesook as set forth in our organizational documents

To the extent that we distribute at led@®9but less than 100%, of our "REIT taxable incgras adjusted, we will be subject to tax at ordireorporate
tax rates on the retained portion. We may electtain, rather than distribute, our net long-teapital gains and pay tax on such gains. In this,oae could
elect for our shareholders to include their proposdte shares of such undistributed long-term ebgdins in income, and to receive a correspondiadit for
their share of the tax that we paid. Our sharelsld®uld then increase their adjusted basis of 8teck by the difference between (1) the amouhtspital
gain distributions that we designated and that theljde in their taxable income, and (2) the taat twe paid on their behalf with respect to thabme.

To the extent that we have available netrating losses carried forward from prior REIT ye@ars, such losses may reduce the amount of distiis that
we must make in order to comply with the REIT dittion requirements. Such losses, however, willagally not affect the character, in the handswf o
shareholders, of any distributions that are actuatde as ordinary dividends or capital gains."Se€axation of ShareholdersFaxation of Taxable Domest
Shareholders—Distributions.”

If we should fail to distribute during aleadar year at least the sum of (1) 85% of our R&{inary income for such year, (2) 95% of our RE&pital
gain net income for such year, and (3) any untiisted taxable income from prior periods, we wowdshbject to a non-deductible 4% excise tax orexoess
of such required distribution over the sum of [ eamounts actually distributed, and (ii) the anmtswf income for the taxable year we retained ana/bich
we have paid corporate income tax.

It is possible that, from time to time, way not have sufficient cash to meet the distrdsutequirements due to timing differences betwdgmyr actual
receipt of cash, including receipt of distributidnsm our subsidiaries, and (2) our inclusion efits in income for U.S. federal income tax purpoSgser
potential sources of non-cash taxable income irclud

. "residual interests" in REMICs or taxable mortgagels;

. loans or mortgage-backed securities held as asdtare issued at a discount and require the alcofdaxable economic interest in advance of
receipt in cash; and
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. loans on which the borrower is permitted to defestcpayments of interest, and distressed loanshahwe may be required to accrue taxable
interest income even though the borrower is unabfeake current servicing payments in cash.

In the event that such timing differencesus, in order to meet the distribution requirerseittmight be necessary for us to arrange fortsteom, or
possibly long-term, borrowings, or to pay distribus in the form of taxable in-kind distributionsstock or other property.

We may be able to rectify a failure to gafficient dividends for any year by paying "dediccy dividends" to shareholders in a later yeaeséh
deficiency dividends may be included in our decarcfor dividends paid for the earlier year, buirsterest charge would be imposed upon us for theyde
distribution.

Failure to Qualify

If we fail to satisfy one or more requirerteefor REIT qualification other than the grossame or asset tests, we could avoid disqualificafiour failure
is due to reasonable cause and not to willful reteglad we pay a penalty of $50,000 for each suitiiréa Relief provisions are available for failurefsthe gros
income tests and asset tests, as described abbvdncome Tests" and "—Asset Tests."

If we fail to qualify for taxation as a REin any taxable year, and the relief provisionsaiwed above do not apply, we would be subjetaxpincluding
any applicable alternative minimum tax, on our tAgancome at regular corporate rates. We canrsuctedividends to shareholders in any year in whieh
are not a REIT, nor would we be required to mak#rithutions in such a year. In this situation,ite extent of current and accumulated earnings eofitg)
distributions to domestic shareholders that aré/iddals, trusts and estates will generally be tdexat capital gains rates (through 2012). In aoidjtsubject to
the limitations of the Code, corporate distributeesy be eligible for the dividends received dedrctUnless we are entitled to relief under specifatutory
provisions, we would also be disqualified from teeting to be taxed as a REIT for the four taxaiadars following the year during which we lost (fiedition.
It is not possible to state whether, in all circtenses, we would be entitled to this statutoryefeli

Sale-Leaseback Transactions

A significant portion of our investmentseigpected to be in the form of sale-leaseback aaims. We intend to treat these transactionsuadéases for
U.S. federal income tax purposes. However, depgnalinthe terms of any specific transaction, the hght take the position that the transaction isantsue
lease but is more properly treated in some othemma If such recharacterization were successfeiywauld not be entitled to claim the depreciatieduttion:
available to an owner of the property. In additithe recharacterization of one or more of thegestretions might cause us to fail to satisfy thetssts or the
income tests described above and such failure gesldt in our failing to qualify as a REIT. Altextively, the amount or timing of income inclusiantioe loss
of depreciation deductions resulting from the reabgerization might cause us to fail to meet thstritiution requirement described above for one orem
taxable years absent the availability of the deficy dividend procedure or might result in a laggention of our dividends being treated as ordiriacpme to
our shareholders.
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Prohibited Transactions

Net income that we derive from a prohibitethsaction is subject to a 100% tax. The terrotinited transaction” generally includes a saletber
disposition of property (other than foreclosuregany, as discussed below) that is held primadlysile to customers in the ordinary course oadetior
business. We intend to conduct our operationsatonitn asset that we own (or are treated as owmiiligde treated as, or as having been, held foz &al
customers, and that a sale of any such assetotibetreated as having been in the ordinary caafreer business. Whether property is held "prifgeor sale
to customers in the ordinary course of a tradeugirtess" depends on the particular facts and cstamses. No assurance can be given that any pyapatt
we sell will not be treated as property held fdega customers, or that we can comply with cersaife-harbor provisions of the Code that would ené\such
treatment. The 100% tax does not apply to gains fiwe sale of property that is held through a TR8tler taxable corporation, although such incorile w
potentially be subject to tax in the hands of thgoration at regular corporate rates.

Foreclosure Property

Foreclosure property is real property amg gersonal property incident to such real propétjythat we acquire as the result of having bidtenproperty
at foreclosure, or having otherwise reduced thegmy to ownership or possession by agreementamegs of law, after a default (or upon imminentadé#j or
a lease of the property or a mortgage loan heldsbgnd secured by the property, (2) for which weaed the related loan or lease at a time wheaulefvas
not imminent or anticipated, and (3) with respecivhich we made a proper election to treat the gntgpas foreclosure property. We generally willsodject tc
tax at the maximum corporate rate (currently 35%aoy net income from foreclosure property, inahgdany gain from the disposition of the foreclosure
property, other than income that would otherwiseb&lifying income for purposes of the 75% grosome test. Any gain from the sale of property ftick
a foreclosure property election has been madenatibe subject to the 100% tax on gains from piitdditransactions described above, even if thegytgp
would otherwise constitute inventory or dealer griyp. To the extent that we receive any income fforaclosure property that does not qualify forgmses o
the 75% gross income test, we intend to make anieteto treat the related property as forecloguoperty.

Derivatives and Hedging Transactions

We and our subsidiaries may enter into hregizansactions with respect to interest rate sxpmon one or more of our assets or liabilitiesdding
transactions could take a variety of forms, inahgdihe use of derivative instruments such as isteete swaps, interest rate cap agreements, gpfidgnres
contracts, forward rate agreements or similar fornnstruments. Except to the extent providedJu$. Department of Treasury regulations, any incthom
a hedging transaction we entered into (1) in thenabcourse of our business primarily to manageafanterest rate, inflation and/or currency fluations witt
respect to borrowings made or to be made, or orgliolligations incurred or to be incurred, to acgquir carry real estate assets, which is cleadgtifled as
specified in U.S. Department of Treasury regulatibafore the closing of the day on which it wasu@egl, originated, or entered into, including glom the
sale or disposition of such a transaction, ang(@yarily to manage risk of currency fluctuationghwrespect to any item of income or gain that widog
qualifying income under the 75% or 95% income testgh is clearly identified as such before thesiig of the day on which it was acquired, originater
entered into, will not constitute gross incomegarposes of the 75% or 95% gross income testsh@ extent that we enter into other types of hedging
transactions, the income from those transactiolikely to be treated as najyualifying income for purposes of the 75% or 95%sgrincome tests. We intenc
structure any
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hedging transactions in a manner that does nogjeore our qualification as a REIT. We may condimhe or all of our hedging activities through o&STor
other corporate entity, the income from which mayshbject to U.S. federal income tax, rather thapdsticipating in the arrangements directly ootigh
passthrough subsidiaries. No assurance can be giveveVer, that our hedging activities will not giveeito income that does not qualify for purposesitbier
or both of the REIT gross income tests, or thattmdging activities will not adversely affect otnilay to satisfy the REIT qualification requiremtsn

Taxable Mortgage Pools and Excess Inclusion Income

An entity, or a portion of an entity, mag tlassified as a taxable mortgage pool ("TMP")aurile Code if:

. substantially all of its assets consist of debtgaltions or interests in debt obligations;

. more than 50% of those debt obligations are rdatesortgages or interests in real estate mortgagef specified testing dates;

. the entity has issued debt obligations (liabilitigsat have two or more maturities; and

. the payments required to be made by the entitysodebt obligations (liabilities) "bear a relatibis' to the payments to be received by the e

on the debt obligations that it holds as assets.

Under applicable U.S. Department of Trepsagulations, if less than 80% of the assets d@rdity (or a portion of an entity) consist of debtigations,
these debt obligations are considered not to campisubstantially all" of its assets, and theretbeeentity would not be treated as a TMP. Ourrfaiiag and
securitization arrangements may give rise to TMREI the consequences as described below.

Where an entity, or a portion of an entigyclassified as a TMP, it is generally treatec &xable corporation for U.S. federal incomegasposes. In the
case of a REIT, or a portion of a REIT, or a diaregd subsidiary of a REIT, that is a TMP, howespgcial rules apply. The TMP is not treated as a
corporation that is subject to corporate income azxli the TMP classification does not directly etffine tax qualification of the REIT. Rather, tr@sequence
of the TMP classification would, in general, excaptdescribed below, be limited to the shareholdktise REIT.

A portion of the REIT's income from the TM#hich might be noncash accrued income, coulddmed as excess inclusion income. Under IRS ga&lan
the REIT's excess inclusion income, including axgess inclusion income from a residual interest REMIC, must be allocated among its shareholders i
proportion to dividends paid. We are required tofp@ur shareholders of the amount of "excessusicin income" allocated to them. A shareholderself
our excess inclusion income:

. cannot be offset by any net operating losses oikerawailable to the shareholder;
. is subject to tax as UBTI in the hands of most $ypkshareholders that are otherwise generally pkénom U.S. federal income tax; and
. results in the application of U.S. federal incote withholding at the maximum rate (30%), withoeduction for any otherwise applicable

income tax treaty or other exemption, to the exédiocable to most types of foreign shareholders.

See "—Taxation of Shareholders." To theeixthat excess inclusion income is allocated feofiMP to a tax-exempt shareholder of a REIT thabis
subject to unrelated business income tax (such
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as a government entity), the REIT will be subjectatx on this income at the highest applicable a@e tax rate (currently 35%). The manner in wiggbess
inclusion income is calculated, or would be alleckto shareholders, including allocations amongeshaf different classes of stock, remains unalealer
current law. As required by IRS guidance, we intemthake such determinations using a reasonableatieT ax-exempt investors, foreign investors and
taxpayers with net operating losses should casefalhsider the tax consequences described aboderarurged to consult their tax advisors.

If a subsidiary partnership of ours thatdeenot wholly own, directly or through one or malisregarded entities, were a TMP, the foregoitgsrwould
not apply. Rather, the partnership that is a TMRId/de treated as a corporation for federal inctemepurposes and potentially could be subject tpaate
income tax or withholding tax. In addition, thisachcterization would alter our income and asseétcsulations and could adversely affect our coamule
with those requirements. Although we do not expecwn any TMPs, we intend to monitor our ownersffipny entities which may be a TMP (including
whether a TRS election might be made in respeahgfsuch TMP) to ensure that they will not adverséfect our qualification as a REIT.

Taxation of Shareholders
Taxation of Taxable Domestic Shareholders
Definitions. In this section, the phrase "domestic sharefhiblisheans a holder of our stock that for federabime tax purposes is:

. a citizen or resident of the United States;

. a corporation, or other entity treated as a cotpmrdor U.S. federal income tax purposes creategrganized in or under the laws of the United
States or of any political subdivision thereof

. an estate, the income of which is subject to Ue8efal income taxation regardless of its source; or

. atrust, if (1) a U.S. court is able to exercisenary supervision over the administration of thestrand one or more U.S. persons have the
authority to control all substantial decisionsloé trust or (2) it has a valid election in placdéotreated as a U.S. person.

If a partnership, including for this purpaany entity that is treated as a partnership f&. f&deral income tax purposes, holds our stbekidx treatment
of a partner in the partnership will generally degph@pon the status of the partner and the actvifehe partnership. An investor that is a paghigrand the
partners in such partnership should consult tlagilatlvisors about the U.S. federal income tax auresgces of the acquisition, ownership and disposibf our
stock.

Distributions. So long as we qualify as a REIT, the distribusi that we make to our taxable domestic sharetsotilg of current or accumulated
earnings and profits that we do not designate pisat@ain distributions will generally be takenidraccount by shareholders as ordinary income ahhdat be
eligible for the dividends received deduction forgorations. In determining the extent to whichsribution with respect to our Series A Prefer8tdck
constitutes a dividend for U.S. federal incomegarposes, our earnings and profits will be alloddiest to distributions with respect to our shaségreferred
stock and then to our shares of common stock. WWitited exceptions, our dividends are not eligifletaxation at the preferential income tax rates,(the
15% maximum federal rate through 2012) for qualifittvidends received by domestic shareholdersatteat
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individuals, trusts and estates from taxable C @@iions. Such shareholders, however, are taxét gireferential rates on dividends designatedny a
received from REITs to the extent that the divideack attributable to:

. income retained by the REIT in the prior taxablaryen which the REIT was subject to corporate lévedme tax (less the amount of tax);
. qualified dividends received by the REIT from TR8other taxable C corporations; or
. income in the prior taxable year from the sale®ailt-in gain" property acquired by the REIT frathcorporations in carryover basis

transactions (less the amount of corporate taxuch smicome).

Distributions that we designate as cagjéah dividends will generally be taxed to our shatders as long-term capital gains, to the exteait $uch
distributions do not exceed our actual net cagigdth for the taxable year, without regard to theqaefor which the shareholder that receives sustridution
has held its stock. Designations made by us wlil be effective to the extent that they comply wRkbvenue Ruling 89-81, which requires that distidns
made to different classes of shares be composgdianately of dividends of a particular type. Wiay elect to retain and pay taxes on some or alohet
long-term capital gains, in which case provisiohthe Code will treat our shareholders as havirngited, solely for tax purposes, our undistributagital
gains, and the shareholders will receive a cormedipg credit for taxes that we paid on such unitisted capital gains. See "—Taxation of STAG
Industrial, Inc.—Annual Distribution Requirement&brporate shareholders may be required to tretd @0% of some capital gain distributions as cadin
income. Longterm capital gains are generally taxable at maxirfesheral rates of 15% (through 2012) in the casghafeholders that are individuals, trusts
estates, and 35% in the case of shareholdersrthabgporations. Capital gains attributable toghke of depreciable real property held for more tha months
are subject to a 25% maximum federal income taxfi@ttaxpayers who are taxed as individuals, éoetktent of previously claimed depreciation dedungi

Distributions in excess of our current acdumulated earnings and profits will generallyrespnt a return of capital and will not be taxabla
shareholder to the extent that the amount of sigthilzltions do not exceed the adjusted basise&titareholder's shares in respect of which thehkiigbns
were made. Rather, the distribution will reducedtpisted basis of the shareholder's shares. Texteat that such distributions exceed the adjustesis of a
shareholder's shares, the shareholder generallyinolisde such distributions in income as long-teapital gain, or short-term capital gain if theusts have
been held for one year or less. In addition, asjriiution that we declare in October, Novembebecember of any year and that is payable to a shkter of
record on a specified date in any such month wiltreated as both paid by us and received by tekblder on December 31 of such year, providertha
actually pay the distribution during January of thkkowing calendar year.

To the extent that we have available netafing losses and capital losses carried forwarmd prior tax years, such losses may reduce theiahud
distributions that we must make in order to compith the REIT distribution requirements. See "—Tio@ of STAG Industrial, Inc.—Annual Distribution
Requirements." Such losses, however, are not paissaaih to shareholders and do not offset incofrehareholders from other sources, nor would saskd:
affect the character of any distributions that wake which are generally subject to tax in the Baofdshareholders to the extent that we have cuoren
accumulated earnings and profits.
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Dispositions of our stock. In general, capital gains recognized by indiaid, trusts and estates upon the sale or disposifiour stock will be subject to
a maximum federal income tax rate of 15% (throu@b2) if the stock is held for more than one yead will be taxed at ordinary income rates (of u3%86
through 2012) if the stock is held for one yealess. Gains recognized by shareholders that apoations are subject to U.S. federal income tax at
maximum rate of 35%, whether or not such gainckssified as long-term capital gains. Capitaléssecognized by a shareholder upon the disposifionr
stock that was held for more than one year atithe of disposition will be considered long-term italposses, and are generally available only featfcapital
gain income of the shareholder but not ordinarpime (except in the case of individuals, who mageifip to $3,000 of ordinary income each year). In
addition, any loss upon a sale or exchange of shereur stock by a shareholder who has held theesHor six months or less, after applying holdiegiod
rules, will be treated as a long-term capital msthe extent of distributions that we make thatraquired to be treated by the shareholder astknng capital
gain.

If an investor recognizes a loss upon &sgbent disposition of our stock or other securitiean amount that exceeds a prescribed thresh@dossible
that the provisions of U.S. Department of Treasegulations involving "reportable transactions" idoapply, with a resulting requirement to sepasatel
disclose the loss-generating transaction to the TR8se regulations, though directed towards "testters," are broadly written and apply to tranisext that
may not typically be considered tax shelters. Thde&Gimposes significant penalties for failure tanpdy with these requirements. You should consultrytax
advisor concerning any possible disclosure obligetvith respect to the receipt or disposition of stock or securities or transactions that we migittertake
directly or indirectly. Moreover, you should be ae#hat we and other participants in the transastin which we are involved (including their advispomight
be subject to disclosure or other requirementsyauntsto these regulations.

Redemptions of Our Series A Preferred Stock/henever we redeem any shares of Series ArRedf8tock, the treatment accorded to any redemptjo
us for cash (as distinguished from a sale, exchangéher disposition) of our Series A Preferredcgtto a holder of such Series A Preferred Stockardy be
determined on the basis of the particular fact® @&ach holder at/the time of redemption. In gelnerholder of our Series A Preferred Stock wittagnize
capital gain or loss measured by the differenceséen the amount received by the holder of sucheshgwon the redemption (excluding the portion chsu
redemption proceeds that represents dividendsyactd holder's adjusted tax basis in the SeriesefeRed Stock redeemed (provided the Series A Resfe
Stock are held as a capital asset) if such redemgii results in a "complete termination” of th@der's interest in all classes of our shares uBéetion 302(b)
(3) of the Code, or (i) is "not essentially equéerst to a dividend" with respect to the holdertud Series A Preferred Stock under Section 302(lo)()e Code
In applying these tests, there must be taken ictount not only the Series A Preferred Stock begagemed, but also such holder's ownership of alaeses
and series of our shares and any options (inclustimgk purchase rights) to acquire any of the foiregy The holder of our Series A Preferred Stoslo ahust
take into account any such securities (includingoog) which are considered to be owned by suctididdy reason of the constructive ownership rué¢$asth
in Sections 318 and 302(c) of the Code.

If the holder of Series A Preferred Stoekns (actually or constructively) none of our votsigares, or owns an insubstantial amount of oungahares,
based upon current law, it is probable that themgation of Series A Preferred Stock from such a@éolvould be considered to be "not essentially\sdent tc
a dividend." However, whether a distribution is t'eesentially equivalent to a dividend" dependsibof the facts and circumstances, and a holdeuof
Series A Preferred Stock
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intending to rely on any of these tests at the tfneedemption should consult its tax advisor teed®ine their application to its particular sitweti If the
redemption does not meet any of the tests undeio®e202 of the Code, then the redemption proceecisived from our Series A Preferred Stock will be
treated as a distribution on our shares. If themgation of a holder's Series A Preferred Stockxed as a dividend, the adjusted basis of suctehsld
redeemed Series A Preferred Stock will be transteto any other shares held by the holder. If tiiddr owns no other shares, under certain circumeta
such basis may be transferred to a related peosdnmay be lost entirely.

With respect to a redemption of our Sefid3referred Stock that is treated as a distributiith respect to our shares, which is not otherwasable as a
dividend, the IRS has proposed Treasury regulativetswould require any basis reduction associaiéusuch a redemption to be applied on a sharsHaye
basis which could result in taxable gain with respe some shares, even though the holder's aggrbgais for the shares would be sufficient to gbtue
entire amount of the redemption distribution (icess of any amount of such distribution treated dividend). Additionally, these proposed Treasury
regulations would not permit the transfer of basithe redeemed shares of the Series A Preferaak $ the remaining shares held (directly or iadily) by
the redeemed holder. Instead, the unrecovered ibasis Series A Preferred Stock would be treated deferred loss to be recognized when certaiditons
are satisfied. These proposed Treasury regulationgd be effective for transactions that occurratie date the regulations are published as fin@hJury
regulations. There can, however, be no assuranigevesether, when, and in what particular form spobposed Treasury regulations will ultimately be
finalized.

Conversion of Our Series A Preferred Siatik Common Stock. Except as provided below, a U.S. shareholdeeigdly will not recognize gain or loss
upon the conversion of our Series A Preferred Shoickour common stock. Except as provided below, % shareholder's basis and holding period in the
common stock received upon conversion generallybgithe same as those of the converted Seriegferffed Stock (but the basis will be reduced by the
portion of adjusted tax basis allocated to anytivaal shares of common stock exchanged for cdshy).shares of common stock received in a convertiah
is attributable to accumulated and unpaid dividesrdthe converted Series A Preferred Stock wilirbated as a distribution on our shares. Cashvedeipon
conversion in lieu of a fractional share of comnstock generally will be treated as a payment iaxalble exchange for such fractional share of comsback,
and gain or loss will be recognized on the receffash in an amount equal to the difference batvtlee amount of cash received and the adjustelasis
allocable to the fractional share of common stoe#rded exchanged. This gain or loss will be longrteapital gain or loss if the U.S. shareholderteld the
Series A Preferred Stock for more than one yed. hareholders should consult with their tax asviegarding the U.S. federal income tax consecgesent
any transaction by which such holder exchangesestafrcommon stock received on a conversion oeS&iPreferred Stock for cash or other property.

Passive activity losses and investmentéstdimitations. Distributions that we make and gain arisingrfrihe sale or exchange by a domestic
shareholder of our stock will not be treated asivasactivity income. As a result, shareholderd mok be able to apply any "passive losses" agaiesime or
gain relating to our stock. If we make dividendsitm-corporate domestic shareholders, the dividerillibe treated as investment income for purpages
computing the investment interest limitation. Howe\wnet capital gain from the disposition of ourcét (or distributions treated as such), capitahghvidends
and dividends taxed at net capital gains ratesrgéyevill be excluded from investment income excepthe extent the domestic shareholder electe#t suc
amounts as ordinary income for U.S. federal inctamepurposes.
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Tax rates. The maximum tax rate for non-corporate taxpayer (1) capital gains, including certain “"capigain dividends," has generally been reduced
to 15% (although depending on the characterisfitBepassets which produced these gains and ogrdg&gins which we may make, certain capital gain
dividends may be taxed at a 25% rate) and (2) ffipcildividend income" has generally been reducetii%. In general, dividends payable by REITs ate n
eligible for the reduced tax rate on qualified demd income, except to the extent that certainihgltequirements have been met and the REIT's elivld are
attributable to dividends received from taxablepooations (such as its TRSs) or to income thatsuégect to tax at the corporate/REIT level (forrapée, if it
distributed taxable income that it retained andipak on in the prior taxable year) or are propdegignated by the REIT as "capital gain divideh@lke
currently applicable provisions of the United Sg¢afesderal income tax laws relating to the 15% & mre currently scheduled to "sunset” or reetfé
provisions of prior law effective for taxable yedeginning after December 31, 2012, at which tihee15% capital gains tax rate will be increase?0% and
the rate applicable to dividends will be increagethe tax rate then applicable to ordinary incobeited States holders that are corporations maweler, be
required to treat up to 20% of some capital gaudeéinds as ordinary income.

On March 30, 2010, President Obama signediaw the Health Care and Education Reconciliafiet of 2010, which requires certain domestic
shareholders who are individuals, estates or ttogtgy an additional 3.8% tax on, among othergjmlividends on and capital gains from the saletioer
disposition of stock for taxable years beginningrabDecember 31, 2012. Domestic shareholders slommslult their tax advisors regarding the effdanly, of
this legislation on their ownership and dispositidrour stock.

Taxation of Foreign Shareholders

The following is a summary of certain Uf&leral income and estate tax consequences ofathership and disposition of our stock applicableaaain
non-U.S. holders. A "non-U.S. holder" is any peretirer than:

. a citizen or resident of the United States;

. a corporation or partnership (or entity treate@ asrporation or partnership for U.S. federal inediax purposes) created or organized in the
United States or under the laws of the United Staieof any state thereof, or the District of Gohia;

. an estate, the income of which is includable irsgrimcome for U.S. federal income tax purposesrdégss of its source; or

. a trust if (1) a United States court is able toreise primary supervision over the administratibsich trust and one or more United States
fiduciaries have the authority to control all s@pdtal decisions of the trust or (2) it has a valiection in place to be treated as a U.S. person.

If a partnership, including for this purpaany entity that is treated as a partnership f&. féderal income tax purposes, holds our stbekiax treatment
of a partner in the partnership will generally deghe@pon the status of the partner and the actvitfehe partnership. An investor that is a paghigrand the
partners in such partnership should consult tlagiatdvisors about the U.S. federal income tax apreseces of the acquisition, ownership and dispsitif our
stock.

The following discussion is based on curfew, and is for general information only. It adgses only selected, and not all, aspects of 6dgrél income
and estate taxation.
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Ordinary dividends. The portion of distributions received by norBUnolders that (1) is payable out of our earnengs profits, (2) is not attributable to
our capital gains and (3) is not effectively cortedowith a U.S. trade or business of the non-UoRldr, will be subject to U.S. withholding tax hetrate of
30%, unless reduced or eliminated by treaty. Wegsly plan to withhold U.S. income tax at the rat&0% on the gross amount of any such distrilougiaid
to a non-U.S. holder unless either:

. a lower treaty rate applies and the non-U.S. sinddehfiles an IRS Form W-8BEN evidencing eligibyilfor that reduced rate with us; or

. the non-U.S. shareholder files an IRS Form W-8E(Th ws claiming that the distribution is effectiyedlonnected income.

Reduced treaty rates and other exemptimaat available to the extent that income islattable to excess inclusion income allocable tonthreU.S.
holder. Accordingly, we will withhold at a rate 8% on any portion of a distribution that is paidatnon-U.S. holder and attributable to that hdddgmare of
our excess inclusion income. See "—Taxation of STAdustrial, Inc.—Taxable Mortgage Pools and Exdashkision Income." As required by IRS guidance,
we intend to notify our shareholders if a portidraalistribution paid by us is attributable to essénclusion income.

Subject to the discussion below, in generah-U.S. holders will not be considered to beagyegl in a U.S. trade or business solely as a reftiieir
ownership of our stock. In cases where the dividandme from a non-U.S. holder's investment ingiack is, or is treated as, effectively connectét the
non-U.S. holder's conduct of a U.S. trade or bssinhe non-U.S. holder generally will be subjedtS. federal income tax at graduated rates,drséme
manner as domestic shareholders are taxed witkeeegpsuch distributions. Such income must gehyebal reported on a U.S. income tax return filecbbyn
behalf of the non-U.S. holder. The income may akssubject to the 30% branch profits tax in theads non-U.S. holder that is a corporation.

Non-dividend distributions. Unless our stock constitutes a U.S. real ptypeterest (a "USRPI"), distributions that we makat are not out of our
earnings and profits will not be subject to U.2ome tax. If we cannot determine at the time aibtlistion is made whether or not the distributiorl wkceed
current and accumulated earnings and profits, igtelslition will be subject to withholding at thate applicable to ordinary dividends. The non-Wt@&der
may seek a refund from the IRS of any amounts elthif it is subsequently determined that the @istion was, in fact, in excess of our current and
accumulated earnings and profits. If our stock tiiries a USRPI, as described below, distributitias we make in excess of the sum of (1) the sloédehs
proportionate share of our earnings and profitss 2) the shareholder's basis in its stock, veiltdxed under the Foreign Investment in Real PtpJexx Act
of 1980 ("FIRPTA"), at the rate of tax, includingyaapplicable capital gains rates, that would applgt domestic shareholder of the same type @ng.,
individual or a corporation, as the case may h&j,the collection of the tax will be enforced bseéundable withholding at a rate of 10% of the antday
which the distribution exceeds the shareholdegsesbf our earnings and profits.

Capital gain distributions. Under FIRPTA, a distribution that we make toom-U.S. holder, to the extent attributable to gdiom dispositions of
USRPIs that we held directly or through pass-thhosigbsidiaries, or "USRPI capital gains,” will, ept as described below, be considered effectively
connected with a U.S. trade or business of thelh@&-holder and will be subject to U.S. incomeaathe rates applicable to U.S. individuals or coations,
without regard to whether we designate the distiglouas a capital gain distribution. See above uhdeTaxation of Foreign Shareholders—Ordinary
Dividends," for a discussion of the consequencesaafme that is effectively
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connected with a U.S. trade or business. In additie will be required to withhold tax equal to 3%¥the amount of distributions to the extent the
distributions constitute USRPI capital gains. Dimttions subject to FIRPTA may also be subject 89% branch profits tax in the hands of a non-Udder
that is a corporation. A distribution is not a USREpital gain if we held an interest in the ungliery asset solely as a creditor. Capital gain ithistions
received by a non-U.S. holder that are attributabldispositions of our assets other than USRRIgat subject to U.S. federal income or withholdiz,
unless (1) the gain is effectively connected whith mon-U.S. holder's U.S. trade or business amérifin treaties apply, is attributable to a hp&manent
establishment maintained by the non-U.S. holdewtiith case the non-U.S. holder would be subjethiésame treatment as U.S. holders with respextdio
gain, or (2) the not).S. holder is a nonresident alien individual whasvpresent in the United States for 183 days oermdoring the taxable year and has a
home" in the United States, in which case the ndB-bolder will incur a 30% tax on his or her capgains.

A capital gain distribution that would othése have been treated as a USRPI capital gaimatibe so treated or be subject to FIRPTA, antegaly will
not be treated as income that is effectively cotetewith a U.S. trade or business, and insteadbeilireated in the same manner as an ordinaryedididf
(1) the capital gain distribution is received widspect to a class of stock that is regularly Wamiean established securities market locatederiuthited States,
and (2) the recipient non-U.S. holder does not ovane than 5% of that class of stock at any timénduthe year ending on the date on which the clgéin
distribution is received. Our shares of commonistre listed on the NYSE under the symbol "STAG & ¥xpect our Series A Preferred Stock will be tdade
on the NYSE under the symbol "STAG Pr A."

Dispositions of our stock. Unless our stock constitutes a USRPI, a sateiostock by a non-U.S. holder generally will betsubject to U.S. taxation
under FIRPTA. Our stock could be treated as a USHF3®I% or more of our assets at any time duripgescribed testing period consist of interesteal r
property located within the United States, exclgdiior this purpose, interests in real propertgloin a capacity as a creditor we expect to mast30% test.

Even if the foregoing 50% test is met, hegre our stock nonetheless will not constitute &RBSif we are a "domestically-controlled qualifienyestment
entity." A domestically-controlled qualified invesent entity includes a REIT, less than 50% of valixehich is held directly or indirectly by non-U.Bolders
at all times during a specified testing period. Médieve that we will be a domestically-controllaegadified investment entity, and that a sale of stack should
not be subject to taxation under FIRPTA.

In the event that we are not a domestiezdiytrolled qualified investment entity, but ouoch is "regularly traded,” as defined by applicalls.
Department of Treasury regulations, on an estaddistecurities market, a non-U.S. holder's saleipétock nonetheless would not be subject to taleun
FIRPTA as a sale of a USRPI, provided that thengehion-U.S. holder held 5% or less of our outstagdtock at all times during a specified testiegiqd.

If gain on the sale of our stock were sabje taxation under FIRPTA, the non-U.S. holdeuiddoe required to file a U.S. federal income tatcim and
would be subject to the same treatment as a UaBelsblder with respect to such gain, subject tdicgdge alternative minimum tax and a special alitive
minimum tax in the case of non-resident alien ifdlials, and the purchaser of the stock could beired, to withhold 10% of the purchase price anditreoch
amount to the IRS.

Conversion of Our Series A Preferred Siat&k Common Stock. Except as provided below, a non-U.S. sharelhgdeerally will not recognize gain or
loss upon the conversion of our Series A PrefeBtedk into our common stock, provided our Serid@réferred Stock does not constitute a
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U.S. real property interest ("USRPI"). Even if @eries A Preferred Stock constitutes a USRPI, gexiour shares of common stock also constituteRRIS
non-U.S. shareholder generally will not recognias@r loss upon a conversion of our Series A PrefeStock into our common stock provided certain
reporting requirements are satisfied. Except asiged below, a non-U.S shareholder's basis andrwfakriod in the common stock received upon cosiver
will be the same as those of the converted SeriBseferred Stock (but the basis will be reducethieyportion of adjusted tax basis allocated tofaagtional
common share exchanged for cash). Any shares aihconstock received in a conversion that are atfaite to accumulated and unpaid dividends on the
converted Series A Preferred Stock will be treatea distribution on our shares. Cash received apowersion in lieu of a fractional share of comnstock
generally will be treated as a payment in a taxaktdhange for such fractional share of common stidok-U.S. shareholders should consult with theeir t
advisor regarding the U.S. federal income tax cguseces of any transaction by which such holdeh@xges shares of common stock received on a
conversion of Series A Preferred Stock for casttier property.

Wash sales. In general, special wash sale rules applysii@eholder owning more than 5% of our stock avaitéxable distribution of gain recognized
from the sale or exchange of U.S. real propertgregts by selling our stock before the ex-dividéat of the distribution and then, within a destgdaperiod,
enters into an option or contract to acquire shaféise same or a substantially identical classwfstock. If a wash sale occurs, then the sedjguirchaser will
be treated as having gain recognized from thewadechange of U.S. real property interests instmae amount as if the avoided distribution hadadigtbeen
received. Non-U.S. holders should consult their ¢anadvisors on the special wash sale rules fhalydo non-U.S. holders.

Estate tax. If our stock is owned or treated as owned bindividual who is not a citizen or resident (ae@plly defined for U.S. federal estate tax
purposes) of the United States at the time of sudividual's death, the stock will be includablelie individual's gross estate for U.S. federadtestax
purposes, unless an applicable estate tax treatydas otherwise, and may therefore be subject® féderal estate tax.

New legislation relating to foreign accosint Withholding taxes may be imposed on certairesypf payments made to "foreign financial instidng" anc
certain other non-United States entities. Spedifica 30% withholding tax will be imposed on dieidds and interest on, and gross proceeds fromatb®s
other disposition of, capital stock or debt sedesipaid to a foreign financial institution or tdaeeign non-financial entity, unless (i) the faeifinancial
institution undertakes certain diligence and rapgrobligations or (ii) the foreign non-financiaitéy either certifies it does not have any subtsgtunited
States owners or furnishes identifying informatiegarding each substantial United States ownéhnelpayee is a foreign financial institution, itshenter intc
an agreement with the United States Treasury reguiamong other things, that it undertake to idgriccounts held by certain United States persordnitec
States-owned foreign entities, annually reportaierinformation about such accounts, and withh@&3n payments to certain other account holders.

Although these rules currently apply tolaggble payments made after December 31, 2012 (tila@ payments made on debt securities outstarmding
March 18, 2012), in recent guidance, the IRS hdig#ted that Treasury Regulations will be issuecsyant to which the withholding provisions desatibe
above would apply to payments of dividends on ammon stock or interest on our debt securitiesl(ehag those debt securities outstanding on Ma&h 1
2012) made on or after January 1, 2014 and to patmoé gross proceeds from a sale or other dispagif such stock or debt

190




Table of Contents

U.S. FEDERAL INCOME TAX CONSIDERATIONS

securities on or after January 1, 2015. Prospediiestors should consult their tax advisors reigarthese withholding provisions, including thiseat IRS
guidance.

Taxation of Tax-Exempt Shareholders

Tax-exempt entities, including qualified @oyee pension and profit sharing trusts and imlligl retirement accounts, generally are exempt ttog
federal income taxation. However, they may be suhietaxation on their UBTI. While some investieeint real estate may generate UBTI, the IRS hasirul
that dividend distributions from a REIT to a taxeexpt employee pension trust do not automaticalhstitute UBTI. Based on that ruling, and providedtt
(1) a tax-exempt shareholder has not held our sasckiebt financed property" within the meaningh&f Code (e.g., where the acquisition or holdinthef
property is financed through a borrowing by the-¢aempt shareholder), and (2) our stock is notrettse used in an unrelated trade or businessjlulistvns
that we make and income from the sale of our sgrierally should not give rise to UBTI to a tax#eypt shareholder.

To the extent, however, that we are (oar of us, or a disregarded subsidiary of oursié®med to be a TMP, or if we hold residual interesta REMIC,
a portion of the distributions paid to a tax-exemipreholder that is allocable to excess inclusioome may be treated as UBTI. We do not anticigfzéeour
investments will generate excess inclusion incdméthere can be no assurance on this regardc#fssxinclusion income is allocable to some categafi tax-
exempt shareholders that are not subject to UBIEh ss governmental investors, we will be subjecirporate level tax on such income. As requinetRS
guidance, we intend to notify our shareholdersgbetion of a distribution paid by us is attribuho excess inclusion income.

Tax-exempt shareholders that are sociélscluoluntary employee benefit associations, supeteal unemployment benefit trusts, and qualifiezlig
legal services plans exempt from U.S. federal inredaixation under Sections 501(c)(7), (c)(9), (c)@d (c)(20) of the Code are subject to diffeteBiT|
rules, which generally require such shareholdech&racterize distributions that we make as UBTI.

In certain circumstances, a pension thest éwns more than 10% of our stock by value cbeldequired to treat a percentage of its distrimstias UBTI,
if we are a "pension-held REIT." We will not be @ngion-held REIT unless either (1) one pensiort tws&s more than 25% of the value of our stocK2dmla
group of pension trusts, each individually holdingre than 10% of the value of our stock, colledyivevns more than 50% of the value of our stockit&e
restrictions on ownership and transfer of our ststoduld generally prevent a taxempt entity from owning more than 10% of the eadd our stock and shot
generally prevent us from becoming a "pension-FRdiT."

Tax-exempt shareholders are urged to cotiwil tax advisors regarding the federal, statgl and foreign income and other tax consequeotes/ning
our stock.

Tax Shelter Reporting

If a holder of our stock (including our BsrA Preferred Stock) recognizes a loss as atreBaltransaction with respect to our stock déast
(i) $2 million or more in a single taxable year$ar million or more in a combination of taxable y&dor a shareholder that is an individual, S coafion, trust
or a partnership with at least one non-corporatepg or (ii) $10 million or more in a single tdta year or $20 million or more in a combinatiortaxXable
years, for a shareholder that is either a corpmmair a partnership with only corporate partnemshshareholder may be required to file a disclostatement
with the IRS on Form 8886. Direct holders of pditfo
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securities are in many cases exempt from this teygprequirement, but holders of REIT securitiegrently are not excepted. The fact that a losep®rtable
under these Treasury regulations does not affedetial determination of whether the taxpayerattnent of the loss is proper. The Code imposesf&ignt
penalties for failure to comply with these requigstts. Shareholders should consult their tax advisencerning any possible disclosure obligatiom néspect
to the receipt or disposition of our stock (inchugliour Series A Preferred Stock), or transactibaswe might undertake directly or indirectly. Mover,
shareholders should be aware that we and othécipartts in the transactions in which we are inedl{including their advisors) might be subject isctbsure
or other requirements pursuant to these regulations

Other Tax Consequences
Income Taxation of the Operating Partnership and &m Partners

Tax aspects of our investments in our dip@ggpartnership. The following discussion summarizes certain.We8eral income tax considerations
applicable to our direct or indirect investmenbim operating partnership and any subsidiary pestrijgs or limited liability companies we form orcmire eacl
individually referred to as a "Partnership" and|estively, as "Partnerships." The following dissig does not address state or local tax laws ytJas.
federal tax laws other than income tax laws.

Classification as partnerships. We are required to include in our income oustributive share of each Partnership's income anmtktluct our distributiv
share of each Partnership's losses but only if Bactnership is classified for U.S. federal incdmepurposes as a partnership (or an entity thdisiegarded
for U.S. federal income tax purposes if the ertdg only one owner or member), rather than aspocation or an association taxable as a corporation

An organization with at least two ownersra@mbers will be classified as a partnership, ratien as a corporation, for federal income tappses if it:

. is treated as a partnership under the U.S. Depattaidreasury regulations relating to entity cifisation, or the "check-the-box regulations”;
and
. is not a "publicly traded" partnership.

Under the check-tHaex regulations, an unincorporated domestic busieasity with at least two owners or members maygtdb be classified either as
association taxable as a corporation or as a patipe If such an entity does not make an electiagenerally will be treated as a partnershipUos. federal
income tax purposes. We intend that each Partevghibe classified as a partnership for U.S. fatlencome tax purposes (or else as a disreganciity e
where there are not at least two separate berlgivizers).

A publicly traded partnership is a parthgzsvhose interests are traded on an establistedises market or are readily tradable on a seapntharket (o
a substantial equivalent). A publicly traded parsh@ is generally treated as a corporation foefatincome tax purposes, but will not be so trk#tat least
90% of the partnership's annual gross income casef specified passive income, including reaperty rents (which includes rents that would belifyiag
income for purposes of the 75% gross income ta#t,aertain modifications that make it easier toe tents to qualify for the 90% passive income ptioa),
gains from the sale or other disposition of reaperty, interest, and dividends. The exception rilesd in the preceding sentence is referred toiha®the
90% passive income exception.
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Certain U.S. Department of Treasury regoest, referred to herein as PTP regulations, peoliidited safe harbors from treatment as a pubtieged
partnership. If any partnership in which we owrirgerest does not qualify for any safe harbor anmidated as a publicly traded partnership, wesbelthat
such partnership would have sufficient qualifyingame to satisfy the 90% passive income exceptidn therefore, would not be treated as a corpordto
U.S. federal income tax purposes.

We have not requested, and do not intemedoest, a ruling from the IRS that the Partn@shiill be classified as partnerships (or disregdrentities, if
the entity has only one owner or member) for felde@me tax purposes. If for any reason a Parhiensere taxable as a corporation, rather than as a
partnership, for U.S. federal income tax purposesmay not be able to qualify as a REIT, unlesgjuadify for certain relief provisions. In additioany
change in a Partnership's status for tax purpasasorporation might be treated as a taxable eiremthich case we might incur tax liability withioany
related cash distribution. Further, items of incane deduction of such Partnership would not gasaigh to its partners, and its partners wouldéated as
shareholders for tax purposes. Consequently, sathd?ship would be required to pay income taogparate rates on its net income, and distributtorits
partners would constitute dividends that would m®tdeductible in computing such Partnership's taxalsome.

Partners, not the partnerships, subjediata A partnership is not a taxable entity for Ueleral income tax purposes. We will therefore take
account our allocable share of each Partnersimipésrie, gains, losses, deductions, and creditsafdr xable year of the Partnership ending withithin our
taxable year, even if we receive no distributiamirthe Partnership for that year or a distributess than our share of taxable income. Similargnaf we
receive a distribution, it may not be taxable & thistribution does not exceed our adjusted taistiaur interest in the Partnership.

Partnership allocations. Although a partnership agreement generally @gtiermine the allocation of income and losses @npamtners, allocations will
be disregarded for tax purposes if they do not dgpmijih the provisions of the U.S. federal incorag taws governing partnership allocations. If doction
is not recognized for U.S. federal income tax pegs the item subject to the allocation will belogated in accordance with the partners' interiestse
partnership, which will be determined by takingoiaccount all of the facts and circumstances rejet the economic arrangement of the partners ngghect
to such item.

Tax allocations with respect to contribufgdperties. Income, gain, loss, and deduction attributablel) appreciated or depreciated property that is
contributed to a partnership in exchange for agrest in the partnership (including in our formattcansactions) or (2) property revalued on thekbaif a
partnership must be allocated in a manner suchtieatontributing partner is charged with, or béedfom, respectively, the unrealized gain or afired loss
associated with the property at the time of thetriimmtion. The amount of such unrealized gain areatized loss, referred to as "built-in gain” ouilkin loss,"”
is generally equal to the difference between tivenfiarket value of the contributed or revalued grbp at the time of contribution or revaluation ahd
adjusted tax basis of such property at that tieferred to as a book-tax difference. Such allooatare solely for U.S. federal income tax purp@sesdo not
affect the book capital accounts or other econamiegal arrangements among the partners. TheTudedsury Department has issued regulations reguirin
partnerships to use a "reasonable method" foratilog items with respect to which there is a bamkdifference and outlining several reasonablecation
methods.

Under certain available methods, the camydasis of contributed properties in the handsunfoperating partnership (1) would cause us talloeated
lower amounts of depreciation deductions for
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tax purposes than would be allocated to us if@itiibuted properties were to have a tax basisléqubeir fair market value at the time of the tdyution and
(2) in the event of a sale of such properties,¢@aluse us to be allocated taxable gain in exdese @conomic or book gain allocated to us asalref such
sale, with a corresponding benefit to the contiitgipartners. An allocation described in (2) abowght cause us to recognize taxable income in exaksash
proceeds in the event of a sale or other dispositfroperty, which might adversely affect ourlighto comply with the REIT distribution requiremts and
may result in a greater portion of our distributdreing taxed as dividends.

Basis in partnership interest. Our adjusted tax basis in any partnership @sterve own generally will be:

. the amount of cash and the basis of any other prope contribute to the partnership;

. increased by our allocable share of the partnesstipome (including tax-exempt income) and owable share of indebtedness of the
partnership; and

. reduced, but not below zero, by our allocable sbétke partnership's loss (excluding any non-déblgcitems), the amount of cash and the
basis of property distributed to us, and constvedtiistributions resulting from a reduction in ahare of indebtedness of the partnership.

Loss allocated to us in excess of our basispartnership interest will not be taken into@unt until we again have basis sufficient to albsbe loss. A
reduction of our share of partnership indebtedmélé®e treated as a constructive cash distributmns, and will reduce our adjusted tax basistriDistions,
including constructive distributions, in excessta# basis of our partnership interest will congéitiaxable income to us. Such distributions andtaantive
distributions normally will be characterized asdeterm capital gain if we held the partnershipriest for more than one year.

Sale of a partnership's property.Generally, any gain realized by a Partnershithe sale of property held for more than one yétibe long-term
capital gain, except for any portion of the gagated as depreciation or cost recovery recaptung gain or loss recognized by a Partnership ordiggosition
of contributed or revalued properties will be a#lted first to the partners who contributed the progps or who were partners at the time of revaunato the
extent of their built-in gain or loss on those pdjes for U.S. federal income tax purposes. Thitnpes' built-in gain or loss on contributed oraked
properties is the difference between the partpeogiortionate share of the book value of those gntggs and the partners' tax basis allocable teetipooperties
at the time of the contribution or revaluation. Amynaining gain or loss recognized by the Partigrsh the disposition of contributed or revaluedparties,
and any gain or loss recognized by the Partnexshifne disposition of other properties, will gerlgrbe allocated among the partners in accordarittethveir
percentage interests in the Partnership.

Our share of any Partnership gain fromstile of inventory or other property held primafily sale to customers in the ordinary course oRhenership'
trade or business will be treated as income frgrohibited transaction subject to a 100% tax. Inedram a prohibited transaction may have an adweffeet
on our ability to satisfy the gross income testsR&IT status. We do not presently intend to aegairhold, or to allow any Partnership to acquiréad, any
property that is likely to be treated as inventoryroperty held primarily for sale to customershia ordinary course of our, or the Partnershipasle or
business.
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Backup Withholding and Information Reporting

We will report to our domestic shareholdend the IRS the amount of dividends paid durirghezlendar year and the amount of any tax withiétaier
the backup withholding rules, a domestic sharehattiey be subject to backup withholding with resgedlividends paid unless the holder is a corponabir
comes within other exempt categories and, whenirefjudemonstrates this fact or provides a taxpadgntification number or social security numbentifies
as to no loss of exemption from backup withholdang otherwise complies with applicable requiremehtsie backup withholding rules. A domestic
shareholder that does not provide his or her cbteapayer identification number or social secuniymber may also be subject to penalties imposdateiRS
Backup withholding is not an additional tax. In duh, we may be required to withhold a portionao€apital gain distribution to any domestic shatdéiowho
fails to certify its non-foreign status.

We must report annually to the IRS andachenon-U.S. shareholder the amount of dividendstpasuch holder and the tax withheld with resgectuch
dividends, regardless of whether withholding wagineed. Copies of the information returns reportigh dividends and withholding may also be made
available to the tax authorities in the countrwimich the non-U.S. shareholder resides under theigions of an applicable income tax treaty. A nhS.
shareholder may be subject to backup withholdirigasapplicable certification requirements are met.

Payment of the proceeds of a sale of @makswithin the U.S. is subject to both backup wiltling and information reporting unless the beriafiowner
certifies under penalties of perjury that it isanflJ.S. shareholder (and the payor does not havaldaowledge or reason to know that the bendfaimer is
a U.S. person) or the holder otherwise establiahesxemption. Payment of the proceeds of a sajera$tock conducted through certain U.S. relatedrfcial
intermediaries is subject to information report{bgt not backup withholding) unless the financigermediary has documentary evidence in its recihvatsthe
beneficial owner is a non-U.S. shareholder andipd@onditions are met or an exemption is otheengstablished. Any amounts withheld under the uyack
withholding rules may be allowed as a refund oreglit against such holder's U.S. federal incomdigdoility provided the required information is fushed to
the IRS.

Legislative or Other Actions Affecting REITs

The rules dealing with U.S. federal incaieeation are constantly under review by personelired in the legislative process and by the IRSthedJ.S.
Treasury Department. Changes to the federal tag &awd interpretations thereof could adversely aiadnvestment in our stock.

State, Local and Foreign Taxes

We and our subsidiaries and shareholdeystraaubject to state, local or foreign taxatiomamnious jurisdictions including those in which wethey
transact business, own property or reside. We mayreal property assets located in numerous juiisdiis, and may be required to file tax returnsdme or
all of those jurisdictions. Our state, local ordign tax treatment and that of our shareholders meagonform to the federal income tax treatmestu$sed
above. We may own foreign real estate assets antbpgign property taxes, and dispositions of fgngproperty or operations involving, or investmants
foreign real estate assets may give rise to forieigpme or other tax liability in amounts that abble substantial. Any foreign taxes that we inaundt pass
through to shareholders as a credit against th&r féderal income tax liability. Prospective inees should consult their tax advisors regardirgapplication
and effect of state, local and foreign income ath@otax laws on an investment in our stock.

195




Table of Contents
ERISA CONSIDERATIONS
General

ERISA imposes certain requirements on eygadenefit plans (as defined in Section 3(3) ofFZ8} subject to the provisions of Title | of ERISA,
including entities such as collective investmemidsiand separate accounts whose underlying assktde the assets of such plans (collectively, '&RI
Plans"), and on those persons who are fiduciaritsrespect to ERISA Plans. Investments by ERIS#nPlare subject to ERISA's general fiduciary
requirements, including the requirement of investhpeudence and diversification. In addition, ERI&4uires the fiduciary of an ERISA Plan to mainttie
indicia of ownership of the ERISA Plan's assetinithe jurisdiction of the United States distGourts, unless an exception applies. The prudehae o
particular investment must be determined by thpaesible fiduciary of an ERISA Plan by taking irtccount the ERISA Plan's particular circumstances a
all of the facts and circumstances of the investriraiuding, but not limited to, the matters dissed above under "Risk Factors," the nature of asiness, th
length of our operating history and the fact timathie future there may be no market in which sidghincfary will be able to sell or otherwise dispaseshares of
our Series A Preferred Stock.

Section 406 of ERISA and Section 4975 ef@wode prohibit certain transactions involving éissets of an ERISA Plan (as well as those plansithanot
subject to ERISA but which are subject to Secti®rztof the Code, such as individual retirement ant®(together with ERISA Plans, "Plans")) andaiert
persons (referred to as "parties in interest” gdullified persons") having certain relationshipsuch Plans, unless a statutory or administratkesmption is
applicable to the transaction. A party in inter@stlisqualified person who engages in a non-exgmgstibited transaction may be subject to non-debigct
excise taxes and other penalties and liabilitietenERISA and the Code, and the transaction mighé to be rescinded.

Governmental plans and certain church plahgle not subject to the fiduciary responsibilggovisions of ERISA or the provisions of Sectid@8 of the
Code, may nevertheless be subject to local, statéher federal laws that are substantially sintitathe foregoing provisions of ERISA and the Code.
Fiduciaries of any such plans should consult witkirtcounsel before purchasing our Series A PrefeBtock.

The Plan Assets Regulation

The United States Department of Labor kasdd a regulation, 29 CFR Section 2510.3-101 ¢atifimd by Section 3(42) of ERISA, the "Plan Assets
Regulation"), describing what constitutes the assét Plan with respect to the Plan's investmeahientity for purposes of certain provisions BIEA,
including the fiduciary responsibility provision§ Title | of ERISA, and Section 4975 of the Codendér the Plan Assets Regulation, if a Plan inviesés
"equity interest" of an entity that is neither ailyicly offered security” nor a security issueddryinvestment company registered under the Invegtme
Company Act, the Plan's assets include both thi#yeqterest and an undivided interest in eachheféntity's underlying assets, unless it is esthéd that the
entity is an "operating company" or that "benefarpinvestors" hold less than 25% of each clasmafty interests in the entity. Our Series A PneférStock
would constitute an "equity interest" for purposéshe Plan Assets Regulation.

Publicly Offered Security
Under the Plan Assets Regulation, a "pubbéfered security" is a security that is:

. freely transferable;

. part of a class of securities that is widely heladgl
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. either part of a class of securities that is regéd under section 12(b) or 12(g) of the ExchangeoAsold to an ERISA Plan as part of an
offering of securities to the public pursuant toedfective registration statement under the SeiesriAct, and the class of securities of which this
security is a part is registered under the Exchawevithin 120 days, or longer if allowed by thEG, after the end of the fiscal year of the
issuer during which the offering of these secuwsitthe public occurred.

Whether a security is considered "freedynsferable” depends on the facts and circumstari@zch case. Under the Plan Assets Regulatidme iSecurity
is part of an offering in which the minimum invesmnt is $10,000 or less, then any restriction oprohibition against any transfer or assignmentefdecurity
for the purposes of preventing a termination otagsification of the entity for federal or statg furposes will not ordinarily prevent the secufitym being
considered freely transferable. Additionally, liatibns or restrictions on the transfer or assigrtroéa security which are created or imposed bgqes other
than the issuer of the security or persons actingif on behalf of the issuer will ordinarily natepent the security from being considered freepdsferable.

A class of securities is considered "widedyd" if it is a class of securities that is owri®d100 or more investors independent of the isandrof one
another. A security will not fail to be "widely [iBlbecause the number of independent investors tfalow 100 subsequent to the initial public offgrof such
security as a result of events beyond the issoensol.

The shares of our Series A Preferred Sodfieked in this prospectus should meet the critefine publicly offered securities exception te thokthrough
rule, based upon the following analysis.

First, although the Department of Labor #mcourts have provided little guidance on teguirement, we believe the Series A Preferred Ssbokild be
considered to be freely transferable, as the mimrmvestment will be less than $10,000 and the ogdyrictions upon its transfer are those genepalynitted
under the Plan Assets Regulation, i.e., those reduinder federal tax laws to maintain our statua REIT, resale restrictions under applicableri@de
securities laws with respect to securities not pased pursuant to this prospectus and those ownedrtofficers, directors and other affiliates, dock-up
restrictions imposed on certain shareholders imeotion with our formation transactions.

Second, we expect (although we cannot noptihat our Series A Preferred Stock will be heydl00 or more investors, and we expect that at 20 or
more of these investors will be independent ofng @ one another.

Third, the shares of our Series A PrefeBtatk will be part of an offering of securitiestbe public pursuant to an effective registratitateanent under
the Securities Act and the Series A Preferred Stdglthbe timely registered under the Exchange Act.

The 25% Limit

Under the Plan Assets Regulation, and asguno other exemption applies, an entity's assetdd be deemed to include "plan assets" subjeERISA
on any date if, immediately after the most recequasition of any equity interest in the entity 92%r more of the value of any class of equity iests in the
entity is held by "benefit plan investors" (the 22%.imit"). For purposes of this determination, tfeue of equity interests held by a person (othanta benef
plan investor) that has discretionary authoritgantrol with respect to the assets of the entitthat provides investment
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advice for a fee with respect to such assets (praffiliate of such a person) is disregarded. Trent"benefit plan investor" is defined in the Phssets
Regulation as:

. any employee benefit plan (as defined in Secti@) 8{ ERISA) that is subject to the provisions @dldl'| of ERISA;
. any plan that is subject to Section 4975 of theeCaad

. any entity whose underlying assets include plartadsy reason of a plan's investment in the efttityhe extent of such plan's investment in the
entity).

Thus, while our assets would not be comesitdi¢éo be "plan assets" for purposes of ERISAdf2B% Limit were not exceeded, no assurance cgivba
that the 25% Limit will not be exceeded at all tane

Operating Companies

Under the Plan Assets Regulation, an ergtign "operating company" if it is primarily engay directly or through a majority-owned subsidiary
subsidiaries, in the production or sale of a producervice other than the investment of capiteaddition, the Plan Assets Regulation provides the term
operating company includes an entity qualifyinqaasal estate operating company ("REOC") or a vertapital operating company ("VCOC"). An entityais
REOC if:

. on its "initial valuation date and on at least diag within each annual valuation period," at |&%% of the entity's assets, valued at cost (other
than short-term investments pending long-term camemt or distribution to investors) are investeddal estate that is managed or developed
and with respect to which such entity has the riglgubstantially participate directly in managetm@ndevelopment activities; and

. such entity in the ordinary course of its businessngaged directly in the management and developafeeal estate during the 12-month
period.

The "initial valuation date" is the datewhich an entity first makes an investment thatdsa short-term investment of funds pending lcegat
commitment. An entity's "annual valuation periosl'ai pre-established period not exceeding 90 dagheriation, which begins no later than the anniwgrsh
the entity's initial valuation date. Certain exaein the Plan Assets Regulation clarify that teagement and development activities of an erdikihg to
qualify as a REOC may be carried out by independentractors (including, in the case of a partngrsiffiliates of the general partners) under thpesvision
of the entity. An entity will qualify as a VCOC if:

. on its initial valuation date and on at least oag during each annual valuation period, at lea% 60the entity's assets, valued at cost, cong
"venture capital investments,"; and

. the entity, in the ordinary course of businesqjatt exercises management rights with respechar more of its venture capital investments.

The Plan Assets Regulation defines the teenture capital investments" as investments in@erating company (other than a VCOC) with respect
which the investor obtains management rights. We Imat endeavored to determine whether we wilsgathe REOC or VCOC exceptions.

Our Status Under ERISA

We believe that our assets should not @oiest'plan assets" for purposes of ERISA, basetherpublicly offered security exception in therPRessets
Regulation. We further believe that our
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operating partnership's assets may not constipliés ‘assets” for purposes of ERISA, based on tBe [2kit in the Plan Assets Regulation. However, no
assurance can be given that we will qualify foneitof the foregoing exceptions.

If for any reason our assets or our opeggpartnership's assets are deemed to constitiatie dpsets” under ERISA, certain of the transastionwhich we
might normally engage could constitute a non-exetprthibited transaction" under ERISA or Sectiorr8®f the Code. In such circumstances, we, in ol&r s
discretion, may void or undo any such prohibiteshsaction. In addition, if our assets or our opegapartnership's assets are deemed to be "platsgdssur
management may be considered to be fiduciariesr #RESA.

A fiduciary of an ERISA plan or other pldrat proposes to cause such entity to purchasesbépur Series A Preferred Stock should consiit s
counsel regarding the applicability of the fidugiaesponsibility and prohibited transaction promis of ERISA and Section 4975 of the Code to such a
investment, and to confirm that such investmenttmdt constitute or result in a non-exempt prol@itransaction or any other violation of ERISA.

The sale of shares of our Series A PrefeBteck to a Plan is in no respect a representatiars or any other person associated with theinffeof shares
of our Series A Preferred Stock that such an imrest meets all relevant legal requirements witpeesto investments by Plans generally or any @aetr
Plan, or that such an investment is appropriat®fans generally or any particular Plan.
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Merrill Lynch, Pierce, Fenner & Smith Inporated, Raymond James & Associates, Inc., UBSriiesu LC and Wells Fargo Securities, LLC are agti
as the representatives of each of the underwrigmrsed below. Subject to the terms and conditionfosth in an underwriting agreement among us &ed t
underwriters, we have agreed to sell to the undtaxsr and each of the underwriters has agreeeraky and not jointly, to purchase from us, thenter of
shares of Series A Preferred Stock set forth opgdsiname below.

Number of
Underwriter Shares
Merrill Lynch, Pierce, Fenner & Smith
Incorporate 480,00(
Raymond James & Associates, Ir 480,00(
UBS Securities LLC 480,00(
Wells Fargo Securities, LL 480,00(
RBC Capital Markets, LL( 360,00(
Keefe, Bruyette & Woods, Inc 120,00(
Tote 2,400,001

Subject to the terms and conditions sehfiorthe underwriting agreement, the underwritexge agreed, severally and not jointly, to purctedsef the
shares of Series A Preferred Stock sold undernidenwriting agreement if any of these shares arehaised. If an underwriter defaults, the underngiti
agreement provides that the purchase commitmerteafondefaulting underwriters may be increaseti@underwriting agreement may be terminated.

We have agreed to indemnify the underwsitggainst certain liabilities, including liabiliseinder the Securities Act, or to contribute torpegts the
underwriters may be required to make in respettasge liabilities.

The underwriters are offering the shareSearies A Preferred Stock, subject to prior salgeny as and if issued to and accepted by themegciLioj
approval of legal matters by their counsel, inahgdihe validity of the shares of Series A Prefe@é&atk, and other conditions contained in the wvdéng
agreement, such as the receipt by the underwidfesicer's certificates and legal opinions. Thelarwriters reserve the right to withdraw, caneehodify
offers to the public and to reject orders in whaién part.

We expect that delivery of the Series Afélred Stock will be made against payment thereodroabout November 2, 2011, which will be thehfift
business day following the pricing of the SerieBrferred Stock (such settlement cycle being heegarred to as "T + 5"). Under Rule 15¢6-1 undber t
Exchange Act, trades in the secondary market giyara required to settle in three business dagkess the parties to any such trade expresslgagre
otherwise. Accordingly, purchasers who wish to ér&eries A Preferred Stock on the date of pricintp@ next business day will be required, by virtfi¢he
fact that the Series A Preferred Stock initiallylwettle T + 5, to specify an alternate settlenwmie at the time of any such trade to prevertlad settlemen
Purchasers of the Series A Preferred Stock who teistade the Series A Preferred Stock on the afgpeicing of the Series A Preferred Stock or tlestn
business day should consult their own advisor.

Commissions and Discounts

The representatives have advised us teairiderwriters propose initially to offer the stsaoé Series A Preferred Stock to the public atphelic offering
price set forth on the cover page of this
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prospectus and to dealers at that price less assimn not in excess of $0.50 per share. The umidersvmay allow, and the dealers may reallow, rcession
not in excess of $0.45 per share to other deaMédter. the initial offering, the public offering &, concession or any other term of the offering bechanged.

The following table shows the public offegiprice, underwriting discount and proceeds bedxpenses to us. The information assumes eithekerzise
or full exercise by the underwriters of their oulrinent option.

Without With

Per Share Option Option
Public offering price $ 25.0 $ 60,000,000 $ 69,000,00
Underwriting discoun $ 0787t $ 1,890,000 $ 2,173,50
Proceeds, before expenses, tt $ 24.212' $ 58,110,000 $ 66,826,50

The expenses of the offering, not includimg underwriting discount, are estimated at $Gllfam and are payable by us.
Overallotment Option

We have granted an option to the undervgitexercisable for 30 days after the date ofghispectus, to purchase up to 360,000 additiorsakshat the
public offering price, less the underwriting disotuThe underwriters may exercise this option gdielcover any overallotments. If the underwritexercise
this option, each will be obligated, subject toditions contained in the underwriting agreemenpucchase a number of additional shares propoticioathat
underwriter's initial amount reflected in the abdakle.

No Sales of Similar Securities

Pursuant to the underwriting agreementhaxe agreed not to sell or transfer any sharegiéSA Preferred Stock or any equity securitieslar to or
ranking on par with or senior to the Series A Rrefé Stock or any securities convertible into ccheangeable or exercisable for the Series A PrefeSteck or
similar, parity or senior equity securities forexripd of 60 days after the date of this prospeufitisout first obtaining the written consent of Mi#éicynch,
Pierce, Fenner & Smith Incorporated, Raymond Ja8nassociates, Inc., UBS Securities LLC and WellsgeaSecurities, LLC. Specifically, we have agreed,
with certain limited exceptions, not to directlyiodirectly

. offer, pledge, sell or contract to sell any shafeSeries A Preferred Stock or any equity secwisienilar to or ranking on par with or senior to
the Series A Preferred Stock or any securities edifle into or exercisable or exchangeable forSbdes A Preferred Stock or similar, parity or
senior equity securities;

. sell any option or contract to purchase any shafr&eries A Preferred Stock or any equity secwisienilar to or ranking on par with or seniol
the Series A Preferred Stock or any securities edible into or exercisable or exchangeable forSbdes A Preferred Stock or similar, parity or
senior equity securities;

. purchase any option or contract to sell any shaff&eries A Preferred Stock or any equity secwisienilar to or ranking on par with or seniol
the Series A Preferred Stock or any securities edifle into or exercisable or exchangeable forSbdes A Preferred Stock or similar, parity or
senior equity securities;
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. grant any option, right or warrant for the saleny shares of Series A Preferred Stock or any egeiturities similar to or ranking on par witt
senior to the Series A Preferred Stock or any $esiconvertible into or exercisable or exchandeédr the Series A Preferred Stock or simi
parity or senior equity securities;

. otherwise dispose of or transfer any shares oES&iPreferred Stock or any equity securities sintd or ranking on par with or senior to the
Series A Preferred Stock or any securities coriertnto or exercisable or exchangeable for théeSek Preferred Stock or similar, parity or
senior equity securities;

. file any registration statement under the Secusrifiet with respect to any of the foregoing; or

. enter into any swap or other agreement that tresysfewhole or in part, the economic consequetiaavmership of the Series A Preferred Stock
or such similar, parity or senior equity securiti@bether any such swap or transaction is to likeddiy delivery of shares or other securities, in
cash or otherwise.

The restrictions described in the immedyapeeceding paragraph do not apply to the satb@&hares of Series A Preferred Stock to the writers.
Notwithstanding the foregoing, if (1) during thetid 7 days of the lo-up period referred to above, we issue an earnilgase or material news or a material
event relating to us occurs or (2) prior to theigatn of the lock-up period, we announce thatwilerelease earnings results or become awarentiaerial
news or a material event will occur during the H§-geriod beginning on the last day of the lockpepod, the restrictions described above shallinaetto
apply until the expiration of the 18-day period im&ing on the issuance of the earnings releaskeoo¢currence of the material news or material even

New York Stock Exchange Listing

No market currently exists for our Serie®referred Stock. We intend to apply to list ouri&eA Preferred Stock on the NYSE under the sym8aIAG
Pr A." If the application is approved, trading bétSeries A Preferred Stock is expected to commwithen 30 days after the initial delivery of ther&s A
Preferred Stock. The underwriters have advisethatsthey intend to make a market in the SeriesefdPred Stock prior to commencement of any trading
the NYSE, but are not obligated to do so and magatitinue market making at any time without notNe.assurance can be given as to the liquidithef t
trading market for the Series A Preferred Stock.

Price Stabilization, Short Positions and Penalty Ris

Until the distribution of the shares of i@erA Preferred Stock is completed, SEC rules rimayg underwriters and selling group members frowidiag for
and purchasing our Series A Preferred Stock. Howyélre representatives may engage in transacti@ive the effect of stabilizing the price of 8eries A
Preferred Stock, such as purchases that peg, fiagtain that price.

In connection with the offering, the undeters may purchase and sell our Series A Prefe3tedk in the open market. These transactions mayde
short sales, purchases on the open market to pog#ions created by short sales and stabiliziagsactions. Short sales involve the sale by themwiters of
a greater number of shares than they are requirpdrthase in the offering. "Covered" short satessales made in an amount not greater than therwriters
overallotment option described above. The undegvgimay close out any covered short position lheeiexercising their overallotment option or pusihg
shares in the open market. In determining the soofshares to close out the covered short positienunderwriters will consider, among other tisintie
price of shares available for purchase in the aparket as compared to the price at which they may

202




Table of Contents

UNDERWRITING (CONFLICTS OF INTEREST)

purchase shares through the overallotment optidakéd" short sales are sales in excess of the laxenant option. The underwriters must close owt aakec
short position by purchasing shares in the operk@etaA naked short position is more likely to beated if the underwriters are concerned that timeng be
downward pressure on the price of our Series AdPred Stock in the open market after pricing tlatid adversely affect investors who purchase in the
offering.

The underwriters may also impose a peratty This occurs when a particular underwriter sepi@ the underwriters a portion of the underwgtdiscoun
received by it because the representatives haveategsed shares sold by or for the account of snderwriter in stabilizing or short covering tracsans.

Similar to other purchase transactions utigerwriters' purchases to cover the syndicate shtes may have the effect of raising or mairigithe marke
price of our Series A Preferred Stock or preventingetarding a decline in the market price of 8aries A Preferred Stock. As a result, the priceuf
Series A Preferred Stock may be higher than theeghat might otherwise exist in the open markbe @inderwriters may conduct these transactionb®n t
NYSE, in the ove-the-counter market or otherwise.

Neither we nor any of the underwriters makg representation or prediction as to the dioectir magnitude of any effect that the transactaescribed
above may have on the price of our Series A PredeBtock. In addition, neither we nor any of thdemvriters make any representation that the reptaees
will engage in these transactions or that theseséaetions, once commenced, will not be discontinwigltbut notice.

Electronic Distribution
In connection with the offering, certaintbé underwriters or securities dealers may disteilprospectuses by electronic means, such asle-mai
Conflicts of Interest

Affiliates of Merrill Lynch, Pierce, Fenné&r Smith Incorporated, UBS Securities LLC and RB@&p@al Markets, LLC are lenders under our $100iarill
credit facility. Under this facility, an affiliatef Merrill Lynch, Pierce, Fenner & Smith Incorpagdtalso acts as administrative agent and leadgeraAs of
October 25, 2011, borrowings of approximately $28ilion were outstanding under the facility. Innceection with their participation in the credit iléy,
Merrill Lynch, Pierce, Fenner & Smith Incorporat&BS Securities LLC and RBC Capital Markets, LLCtloeir affiliates receive customary fees. To the
extent that we use a portion of the net proceedsigbffering to repay borrowings outstanding unoler credit facility, affiliates of Merrill LynchPierce,
Fenner & Smith Incorporated, UBS Securities LLC &RIC Capital Markets, LLC will receive their propionate shares of any amount of the credit facility
that is repaid with the net proceeds of this offgri

Other Relationships

Some of the underwriters and their affdiEahave engaged in, and may in the future engagevestment banking and other commercial dealingse
ordinary course of business with us or our afi&@tThey have received, or may in the future receiustomary fees and commissions for these triosac
Merrill Lynch, Pierce, Fenner & Smith Incorporat&BS Securities LLC, RBC Capital Markets, LLC andefe, Bruyette & Woods, Inc. acted as underwriters
in our initial public offering, which closed on Ap20, 2011, and received customary underwritirgcdunts and commissions in connection therewith.
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UNDERWRITING (CONFLICTS OF INTEREST)

In addition, in the ordinary course of theiisiness activities, the underwriters and thiilites may make or hold a broad array of investits and
actively trade debt and equity securities (or eglaterivative securities) and financial instrumémsluding bank loans) for their own account aadthe
accounts of their customers. Such investments etutisies activities may involve securities andfmtruments of ours or our affiliates. Certain foé t
underwriters or their affiliates that have a lemgialationship with us routinely hedge their creiposure to us consistent with their customaty ris
management policies. Typically, such underwriterd their affiliates would hedge such exposure kbgrémg into transactions which consist of either th
purchase of credit default swaps or the creaticghoft positions in our securities, including paigty the notes offered hereby. Any such shortijimss could
adversely affect future trading prices of the natfsred hereby. The underwriters and their ati#g&amay also make investment recommendations and/or
publish or express independent research viewssjpeet of such securities or financial instrument$ may hold, or recommend to clients that they aeglonc
and/or short positions in such securities and umsénts.

As of June 30, 2011, we had interest ratgps with an aggregate notional amount of $31.0aniith affiliates of Merrill Lynch, Pierce, Feen & Smith
Incorporated. In addition, as of June 30, 2011aféhate of Merrill Lynch, Pierce, Fenner & Smithcorporated was a tenant in five of our properéied
represented 4.2% of our total annualized rent.

Notice to Prospective Investors in the European Ecomic Area

In relation to each Member State of thedpean Economic Area which has implemented the Botep Directive (each, a "Relevant Member Stateith
effect from and including the date on which thedpextus Directive is implemented in that Relevaehier State (the "Relevant Implementation Datey), n
offer of shares may be made to the public in trelefRant Member State other than:

A. to any legal entity which is a qualified investardefined in the Prospectus Directive;

B. to fewer than 100 or, if the Relevant Member Skete implemented the relevant provision of the 2BD0Amending Directive, 150, natural or
legal persons (other than qualified investors dimee in the Prospectus Directive), as permittedasrthe Prospectus Directive, subject to
obtaining the prior consent of the representatives;

C. in any other circumstances falling within Articl€3 of the Prospectus Directive,

provided that no such offer of shares shall regtiieeCompany or the representatives to publistosgarctus pursuant to Article 3 of the
Prospectus Directive or supplement a prospectusuput to Article 16 of the Prospectus Directive.

Each person in a Relevant Member Statee(dttan a Relevant Member State where there israifted Public Offer) who initially acquires anyasies or
to whom any offer is made will be deemed to haypeasented, acknowledged and agreed that (A) itgmalified investor" within the meaning of the lamv
that Relevant Member State implementing Article)@)Lof the Prospectus Directive, and (B) in theecaf any shares acquired by it as a financiatimeeiary,
as that term is used in Article 3(2) of the ProspeDirective, the shares acquired by it in thewfig have not been acquired on behalf of, nor tiage been
acquired with a view to their offer or resale tergons in any Relevant Member State other thanifigabinvestors” as defined in the Prospectus &like, or
in circumstances in which the prior consent ofréq@esentatives has been given to the offer otaesathe case of any shares being offered toanfiial
intermediary as that term is used in Article 3(2)he Prospectus Directive, each such financiarinediary will be deemed to have represented, adletged
and agreed that the shares acquired by it in ttee b&ve not been acquired on a
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UNDERWRITING (CONFLICTS OF INTEREST)

non-discretionary basis on behalf of, nor have thegn acquired with a view to their offer or redalepersons in circumstances which may give osantoffer
of any shares to the public other than their offeresale in a Relevant Member State to qualifie@s$tors as so defined or in circumstances in witietprior
consent of the representatives has been obtairesttosuch proposed offer or resale.

The Company, the representatives and #fiidiates will rely upon the truth and accuracytbé foregoing representation, acknowledgement and
agreement.

This prospectus has been prepared on #ie theat any offer of shares in any Relevant Men3tate will be made pursuant to an exemption utider
Prospectus Directive from the requirement to paibdigrospectus for offers of shares. Accordingly person making or intending to make an offer mt th
Relevant Member State of shares which are the subfehe offering contemplated in this prospechasy only do so in circumstances in which no oblayat
arises for the Company or any of the underwritengublish a prospectus pursuant to Article 3 ofRhespectus Directive in relation to such offerithier the
Company nor the underwriters have authorized, nahdy authorize, the making of any offer of shamesircumstances in which an obligation arisestfier
Company or the underwriters to publish a prospeftusuch offer.

For the purpose of the above provisions etkpression "an offer to the public” in relatioreny shares in any Relevant Member State means the
communication in any form and by any means of sigfit information on the terms of the offer and shares to be offered so as to enable an investiedide
to purchase or subscribe the shares, as the sayneenaried in the Relevant Member State by anysameaimplementing the Prospectus Directive in the
Relevant Member State and the expression "Prosp&Gtactive” means Directive 2003/71/EC (includthg 2010 PD Amending Directive, to the extent
implemented in the Relevant Member States) andidsd any relevant implementing measure in the RateMember State and the expression "2010 PD
Amending Directive" means Directive 2010/73/EU.

Notice to Prospective Investors in the United Kingdm

In addition, in the United Kingdom, thisadmnent is being distributed only to, and is dirdately at, and any offer subsequently made may bely
directed at persons who are "qualified investoas'defined in the Prospectus Directive) (i) whoehprofessional experience in matters relating vestments
falling within Article 19 (5) of the Financial Seoes and Markets Act 2000 (Financial Promotion) @r2005, as amended (the "Order") and/or (ii) wieo a
high net worth companies (or persons to whom it mthgrwise be lawfully communicated) falling withémticle 49(2)(a) to (d) of the Order (all such pens
together being referred to as "relevant persof$iis document must not be acted on or relied dhernJnited Kingdom by persons who are not relevant
persons. In the United Kingdom, any investmenneestment activity to which this document relatesrily available to, and will be engaged in witdevant
persons.
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LEGAL MATTERS

Certain legal matters relating to this dffg will be passed upon for us by DLA Piper LLPSUIn addition, the description of federal incorae
consequences contained in the section of the praspentitled "U.S. Federal Income Tax Consideratias based on the opinion of DLA Piper LLP (US).
Certain legal matters relating to this offeringhié passed upon for the underwriters by Goodwatter LLP.

EXPERTS

The combined financial statements of STAEdBcessor Group as of December 31, 2010 and 2@Dfbeeach of the three years in the period ended
December 31, 2010, the combined statements of vevend certain expenses of STAG Contribution Gfoughe years ended December 31, 2010 and 2009
and the periods from January 1, 2008 to July 2082hd July 28, 2008 to December 31, 2008, theatiolased balance sheet of STAG Industrial, Incofas
December 31, 2010, the statement of revenue ataircexpenses of the Newton Property for the pdiroch January 1, 2010 to May 13, 2010, the staterof
revenue and certain expenses of the Charlotte Ryodjoe the period from January 1, 2010 to Septenile 2010, the statement of revenue and certgaree:
of the Goshen Property for the period from Janda3010 to August 12, 2010, the statement of ree#ema certain expenses of the O'Fallon Propertthfor
period from January 1, 2010 to July 29, 2010, tralined statement of revenue and certain experigke Biscataway and Lopatcong Properties for greog
from January 1, 2010 to December 9, 2010, themstateof revenue and certain expenses of the Clatld®roperty for the period from January 1, 2640
September 29, 2010, the statement of revenue atadrcexpenses of the Madison Property for thegoefiiom January 1, 2010 to October 11, 2010, the
statement of revenue and certain expenses of thetSthoro Property for the period from January0l1,02o October 27, 2010, the combined statement of
revenue and certain expenses of the Rogers andr&®moperties for the period from January 1, 2@10¢tober 25, 2010, the combined statement of teven
and certain expenses of the Salem Properties égpehiod from January 1, 2010 to November 3, 2@#)statement of revenue and certain expenseg of th
Walker Property for the period from January 1, 2@i@ctober 14, 2010, the statement of revenuecartdin expenses of the Mooresville Property ferytear
ended December 31, 2010, the statement of revertdleeatain expenses of the Cleveland Propertyhfoyear ended December 31, 2010, the statement of
revenue and certain expenses of the Lansing Pyofoerthe year ended December 31, 2010, the stateofi@evenue and certain expenses of the Gresham
Property for the year ended December 31, 2010stdiement of revenue and certain expenses of thelWaod Property for the year ended December 31,
2010, and the statement of revenue and certaimsgpef the Louisville Property for the year enBedember 31, 2010 all included in this Prospectneh
been so included in reliance on the reports ofdraderhouseCoopers LLP, an independent registetdit mccounting firm, given on the authority ofdséirm
as experts in auditing and accounting.
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WHERE YOU CAN FIND MORE INFORMATION

We maintain a website at www.stagindustr@h. Information contained on our website is mabrporated by reference into this prospectus and y
should not consider information contained on oubsite to be part of this prospectus.

We have filed with the SEC a registratitatament on Form S-11, including exhibits, scheslaled amendments filed with this registration statet, of
which this prospectus is a part, under the Seesriict with respect to the shares of our Seriesefered Stock to be sold in this offering. Thisgpectus doe
not contain all of the information set forth in tfegistration statement and exhibits and schedalé® registration statement. For further inforiorawith
respect to our company and the shares of our S&rireferred Stock to be sold in this offering.ereince is made to the registration statement,divoduthe
exhibits and schedules thereto. Statements cont&irthis prospectus as to the contents of anyraonbr other document referred to in this prospeare not
necessarily complete and, where that contractt@ratocument has been filed as an exhibit to thistration statement, each statement in this paigpés
qualified in all respects by the exhibit to whitletreference relates. Copies of the registratiatestent, including the exhibits and scheduleseadigistration
statement, may be examined without charge at thégueference room of the SEC, 100 F Street, NAEashington, DC 20549. Information about the open
of the public reference room may be obtained blngathe SEC at 1-800-SEC-0300. Copies of all pogion of the registration statement can be olethin
from the public reference room of the SEC upon paytof prescribed fees. Our SEC filings, includiug registration statement, are also availableotg free
of charge, on the SEC's website, www.sec.gov.

We are subject to the information and répgmrequirements of the Exchange Act and, accgigjtiile annual, quarterly and periodic reportspxy
statements and other information with the SEC. @heports and other information are available fiepection and copying at the SEC's public reference
facilities and the website of the SEC referrediowe.
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STAG Industrial, Inc. and Subsidiaries
Unaudited Pro Forma Condensed Consolidated Financi&tatements

The unaudited pro forma condensed congelitffinancial statements of STAG Industrial, Irtogéther with its consolidated subsidiaries, thertpany")
as of and for the six months ended June 30, 20d faarthe year ended December 31, 2010 are defieedthe financial statements of: (1) STAG
Industrial, Inc. consolidated balance sheet asioé B30, 2011, (2) STAG Predecessor Group, whicBistsof the properties contributed by STAG Invesita
IIl, LLC, which included the entity that was coneidd our accounting acquirer, (3) STAG Contribut@noup, which consists of properties contributed by
STAG Investments IV, LLC and STAG GI Investmentt{, (4) the management company, and (5) STAG Imduisinc. Acquisitions, which consists of
actual and probable acquisitions of STAG Industtiat. subsequent to April 19, 2011. The unauditeriforma condensed consolidated balance sheét as o
June 30, 2011 gives effect to acquisitions of prige including two probable acquisitions of prdes, subsequent to June 30, 2011 as if these<shad
occurred on June 30, 2011. The unaudited pro faondensed consolidated statements of operatiorikdaix months ended June 30, 2011 and the yelad
December 31, 2011 gives effect to the Company'sisitign of properties, including two probable aisjions of properties, subsequent to April 19, 2@ if
these events had occurred on January 1, 2010 .dfuttie pro forma adjustments to the unauditedqnmoa condensed consolidated statements of opesatio
give effect to the following:

. the historical financial results of STAG Predeces3mup, which includes the entity that is consadkour accounting acquirer;

. the contribution of STAG Contribution Group and thanagement company for units of the limited pasimig interests ("common units") in
STAG Industrial Operating Partnership, L.P. (thpeating partnership™);

. the incremental general and administrative expeasgscted to be incurred to operate as a publiqeoiyy

. the completion of the formation transactions, ST&{Z acquisition of its properties and its incuemnf associated indebtedness, and the initial

public offering of the Company, repayment or regsgre of indebtedness and other use of proceedstfi@wifering.

The Company's pro forma condensed congetidinancial statements are presented for infaonat purposes only and should be read in conjancti
with the historical financial statements and redatetes thereto included elsewhere in this prosggedihe adjustments to the Company's pro formaemset!
consolidated financial statements are based otadl@information and assumptions that the Commamgiders reasonable. The Company's pro forma
condensed consolidated financial statements dpurgbrt to (1) represent the Company's financiaitpm that would have actually occurred had the
acquisitions, including two probable acquisitiosighsequent to June 30, 2011 occurred on June 30, &) represent the Company's results of operaitioat
would have actually occurred had the formationgeations, initial public offering and acquisitioms;luding two probable acquisitions, subsequertfdl 19,
2011 occurred on January 1, 2010, or (3) projecttompany's financial position or results of ogeret as of any future date or for any future perasi
applicable. The pro forma condensed consolidateahfiial statements include adjustments relatirggtpiisitions only when it is probable that the Camp
will acquire the properties.
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STAG Industrial, Inc. and Subsidiaries
Unaudited Pro Forma Condensed Consolidated Balancgheet
June 30, 2011

(dollars in thousands)

STAG
Industrial, STAG Industrial, Company
Inc. Inc. Acquisitions Pro Forma
A B

Assets
Rental propert

Land $ 59,48: $ 10,67¢ $ 70,157

Buildings 338,94! 43,42: 382,36°

Tenant improvement 19,65( 3,32¢ 22,97¢

Building improvement: 8,61:- — 8,61z

Less: accumulated depreciati (23,72)) — (23,72

Total rental propert 402,96! 57,42¢ 460,39:

Cash and cash equivalel 13,30 — 13,300
Restricted cas 5,631 1,31¢ 6,95¢
Tenants accounts receivable, 4,22¢ — 4,22¢
Prepaid expenses and other as 1,95¢ — 1,95¢
Deferred financing fees, n 2,48t — 2,48t
Leasing commissions, n 15¢ — 158
Goodwill 4,92 — 4,92%
Due from related partie 737 — 737
Deferred leasing intangibles, r 95,22 19,09t 114,31¢
Total assets $ 531,61¢ $ 77,84C $  609,45¢
Liabilities and equity

Liabilities:
Mortgage notes payab $ 25587( $ 48,31C $  304,18(
Notes payab—related party — — —
Credit facility — 29,13¢ 29,13¢
Accounts payable, accrued expenses and otheritiebil 3,25 — 3,25:
Interest rate swaps 1,89: — 1,89:
Tenant prepaid rent and security deposits 3,53¢ — 3,53¢
Dividends payable 4,871 — 4,871
Deferred leasing intangible 1,91¢ 39€ 2,31z
Due to related part 74€ — 74€

Total liabilities 272,08 77,84( 349,92
Common stocl 15¢ — 15¢
Additional paid-in capital 177,90¢ — 177,90¢
Accumulated deficit (3,909) — (3,909
Total shareholders' equi 174,16. — 174,16:
Noncontrolling interes 85,37( — 85,37(
Total equity 259,53: — 259,53:

Total liabilities and equity $ 531,61¢ $ 77,840 $  609,45¢

See accompanying notes to pro forma condensed lodatea financial statements.
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Revenues
Rental income
Tenant recoveries
Other income

Total revenues

Expenses

Property

General and
administrative

Property acquisition
costs

Depreciation and
amortization

Total expenses

Other income (expense)
Interest incom

Interest expense

Gain (loss) on interest
rate agreemen

Formation transaction
costs

Total other income
(expense

Net income (loss

Net income (loss)
attributable to
noncontrolling interes

Net income (loss)
allocable to the
Company

Pro forma loss per share
basic and diluted

Pro forma weighted

average outstanding
shares basic and dilut

STAG Industrial, Inc. and Subsidiaries

Unaudited Pro Forma Condensed Consolidated Statemenf Operations

For the Six Months Ended June 30, 2011

(dollars in thousands, except per share data)

For the period
January 1, 2011 to April 19, 2011

For the period
April 20, 2011
to
June 30, 2011

For the period
January 1,
2011 to
June 30, 2011

For the period
January 1, 2011 to
June 30, 2011

STAG STAG The
Predecessc Contribution Managemen STAG
STAG Industrial, Inc. Pro Forma Company
Group Group Company Industrial, Inc. Acquisitions Adjustments Pro Forma
AA BB cc DD EE
$ 7,021 $ 7,95. $ — $ 9,67C $ 4,22¢ $ 28,87!
1,21¢ 73C — 1,07t 521 3,54z
— — 35¢ 267 — 62€
8,24¢ 8,682 35¢ 11,01¢ 4,74¢ — 33,04:
2,14¢ 1,17¢ — 1,672 58t 5,57¢
497 — 1,532 2,06( — 667FF 4,75¢
)
— — 327 — (327GG —
2,45¢ 5,58¢ 11 6,44¢ 2,38( 16,88(
5,101 6,76( 1,54: 10,50¢ 2,96 34C 27,21«
1 — — 9 — 10
(4,13€) (1,927 (139) (3,18%) 2,19¢HH (9,829
(265) 1l
a7y A
(2,19%) —
)
762 134 — 50C — (83KK 1,312
— — — (3,72¢) — 3,72¢8LL —
(3,379 (1,787) (139) (6,402 (2,19%) 5,391 (8,507
(229 13t (1,329) (5,899 (415) 5,057 (2,679
(1,99¢) 1,11eMM (880)
$ (229 $ 13t $ (1,329 $ (3,909 $ (415) % 3,941 $ (1,799
$ (0.2€) NN $ (0.11)
15,153,64

15,812,50

See accompanying notes to pro forma condensed lodatea financial statements.
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STAG Industrial, Inc. and Subsidiaries

Unaudited Pro Forma Condensed Consolidated Statemenf Operations

Revenues
Rental income
Tenant recoverie
Other income

Total revenue

Expenses
Property
General and administrati'
Depreciation and
amortization

Total expense
Other income (expense
Interest incomt
Interest expens

Gain (loss) on interest ra
agreement
Total other income
(expense
Net income (loss
Net income (loss
attributable to
noncontrolling interes
Net income (loss) allocak
to the Compan
Pro forma loss per share
basic and dilute:
Pro forma weighted
average outstanding
shares basic and diluts

For the Year Ended December 31, 2010

(dollars in thousands, except per share data)

STAG STAG The STAG
Predecessor  Contribution Management  Industrial Inc. Pro Forma Company
Group Group Company Acquisitions Adjustments Pro forma
AA BB cC EE
$ 2424¢ $ 2691 $ — $ 8,66¢ $ — $ 59,83
3,761 2,413 — 1,04¢ 7,222
— — 1,252 — 1,252
28,01( 29,33 1,252 9,712 — 68,30¢
6,12t 3,23¢ — 1,152 10,51
937 — 3,84: — 4,73FF 9,51z
9,514 18,69 23 4,75¢ 32,99¢
16,574 21,93¢ 3,86¢ 5,911 4,73¢ 53,01¢
16 — — — 1€
(14,116 (6,439 (403) 7,171HH (19,326
(886l
(354)3J
(4,309 —
(282) 41 — 31KK (210)
(14,387 (6,399 (40%) (4,309 5,96- (19,520)
(2,946) 1,00: (3,019 (509) 1,22¢ (4,232
1,39:MM 1,39¢
$ (29469 $ 1,000 $ (3,017 $ (503 $ (164 $ (2,84)
NN $ (0.1§)
15,812,50

See accompanying notes to pro forma condensed lodatea financial statements.
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STAG Industrial, Inc. and Subsidiaries
Notes to Unaudited Pro Forma Condensed Consolidatdeinancial Statements

(dollars in thousands)
1. BASIS OF PRESENTATION

STAG Industrial, Inc. (the "Company") idaryland corporation formed on July 21, 2010 thdtribt have any operating activity until the consoation
of its initial public offering of common stock ("@fring") and the related formation transactiong (fiormation Transactions") on April 20, 2011. The
Company is the majority owner of the STAG Indust@perating Partnership, L.P. (the "Operating Raship"), which was formed on December 21, 2009.
STAG Industrial GP, LLC (the "GP"), which was fordhas a Delaware limited liability company on Decembl, 2009, is a wholly owned subsidiary of the
Company and is the sole general partner of the @ipgrPartnership. As of June 30, 2011, the Compawys 67.1% of the Operating Partnership. The
Company is engaged in the business of acquiringjrayy leasing and managing of real estate, congigtiimarily of industrial properties located thghout
the United States. As of June 30, 2011, we ownegr@ferties in 26 states with approximately 14.Riom rentable square feet, consisting of 46
warehouse/distribution properties, 26 manufactupragperties and 21 flex/office properties, and puaperties were 91.0% leased to 74 tenants. As hesein,
"STAG Industrial,” "the Company," "we," "our" ands" refer to STAG Industrial, Inc. and its consatied subsidiaries and partnerships except whetexton
otherwise requires. The financial information camed in this report that relates to the time peothmencing April 20, 2011 and ending June 30, 281lie
Company's financial information.

The Company's "predecessor" for accourgimgoses is STAG Predecessor Group (or "Predec¢gssbich is not a legal entity, but a collectiohtbe
real estate entities that were owned by STAG Imeests IlI, LLC prior to the Offering. STAG Predeses Group also was engaged in the business of gwnin
leasing and operating real estate consisting pifiynafrindustrial properties located throughout theited States. The financial information contaifnethis
report that relates to the time periods on or pooApril 19, 2011 is the Predecessor's financifdrimation.

The Company filed a Prospectus dated Ail2011 with the Securities and Exchange Commig$BEC") on April 18, 2011. On April 20, 2011,
concurrent with the Offering of the common stockte® Company, the members of limited liability canfes affiliated with the Company (collectivelyeth
"Participants") that held direct or indirect intst®in their real estate properties ("Propertie&¥ted to take limited partnership units in thes@ging
Partnership ("common units") in exchange for thetgbution of their Properties to the Company. Heemation Transactions were designed to (i) comtithe
operations of Predecessor, (ii) enable the Compargise the necessary capital to acquire certhier @roperties, repay mortgage debt relating tbeard pay
other indebtedness, (iii) fund costs, capital exitenes and working capital, (iv) provide a vehifde future acquisitions, (v) enable the Compangamply
with requirements under the federal income tax lamd regulations relating to real estate investrtreists, and (vi) preserve tax advantages for icerta
Participants.

Our consolidated financial statements idelthe accounts of the Company, our Operating &atip and our subsidiaries. The equity intereltther
limited partners in our Operating Partnership aftected as noncontrolling interest. The combinedrfcial statements of STAG Predecessor Groupdedie
accounts of STAG Predecessor Group and all entitiediich STAG Predecessor Group had a controilibgrest. All significant intercompany balances and
transactions have been eliminated in the combinatfentities. The financial statements of the Campare presented on a consolidated basis, fpedtds
presented and includes the consolidated historical
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STAG Industrial, Inc. and Subsidiaries
Notes to Unaudited Pro Forma Condensed Consolidatdéinancial Statements (Continued)
(dollars in thousands)

1. BASIS OF PRESENTATION (Continued)

financial statements of the transferred collectibreal estate entities and holdings, upon théairpublic offering.
2. ADJUSTMENTS TO PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET

(A) Represents the historical consolidated balance sfié&& AG Industrial, Inc. as of June 30, 2011.

(B) Reflects the acquisition of nine properties thateheither closed or are considered probable ofridosubsequent to June 30, 2011. These acquisitic
the aggregate were funded using proceeds fromreditdacility of $29,134 and mortgage debt of &4,. Additionally, we assumed or expect to
assume $11,789 of mortgage debt from sellers inection with the acquistions. The following prorfa adjustments are necessary to reflect the initial
allocation of the actual or estimated purchasespsicthese acquisitions. The allocation of purchasgee shown in the table below is based on the
Company's best estimates and is subject to chaasgallon the final determination of the fair valfiagsets and liabilities acquired.

Land $ 10,67¢
Building 43,42:
Tenant improvement 3,32¢

Total rental propert 57,42¢
Restricted cash and escro 1,31¢
Above market lease 3,54¢
Leases i-place 10,85¢
Leasing commissions, n 27¢E
Tenant relationship 4,421

Total deferred leasing intangibles, | 19,09t
Assets acquire 77,84(
Mortgage notes payable, r 11,254
Fair market value of debt adjustme 53t
Deferred leasing intangible 39¢€
Liabilities assumei 12,18t
Net acquisition prict $ 65,65t

3. ADJUSTMENTS TO PRO FORMA CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

The adjustments to the pro forma condegsedolidated statement of operations for the sirtiiended June 30, 2011 and for the year ended
December 31, 2010 are as follows:

(AA) Reflects the historical combined statements of aipmrs of STAG Predecessor Group for the perioddgnl, 2011 to April 19, 2011 and the year
ended December 31, 2010. Revenue and expensesdodamized by the Company related to STAG PredecéSroup's contributed interests are based
on the historical cost basis of the related assaddiabilities.
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STAG Industrial, Inc. and Subsidiaries
Notes to Unaudited Pro Forma Condensed Consolidatdéinancial Statements (Continued)
(dollars in thousands)
3. ADJUSTMENTS TO PRO FORMA CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (Continued)

(BB) Reflects the results of operations for the perimdry 1, 2011 to April 19, 2011 and the year eridecember 31, 2010, of STAG Contribution Group,
presented on a pro forma basis giving effect teattgaisitions of STAG Gl Investments, LLC, that meed on or after January 1, 2010 and prior to the
formation transactions as if they occurred on Jania2010. The table below illustrates the adjusita to revenue and expenses for STAG Contrib
Group. Adjustments to revenue represent the impfettte amortization of the net amount of above- beldw-market rents and change in straight-line
rent recognition as a result of purchase accourtifjgstments. Adjustments to depreciation and dratidn represent the additional depreciation
expense and amortization of intangibles as a restittese purchase accounting adjustments. Depigtiand amortization amounts were determined in
accordance with the Company's policies and aredoasenanagement's evaluation of the estimated Usefa of the properties and intangibles. The
amounts allocated to building are depreciated d@eyears. The amounts allocated to lease intarggdyte generally amortized over the remaining life o
the related leases. Interest expense represeritgehest expense of the assumed debt at the ¢uregotiated rates.
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STAG Industrial, Inc. and Subsidiaries
Notes to Unaudited Pro Forma Condensed Consolidatdéinancial Statements (Continued)
(dollars in thousands)
3. ADJUSTMENTS TO PRO FORMA CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (Continued)
STAG Contribution Group

For the Period January 1, 2011 to April 19, 201

Certain Revenue and Expenses (unaudited)

Historical Pro
Historical (6) Historical Forma
STAG Piscataway Historical (10) Historical STAG
Contribution Historical Historical Historical Historical Historical (8) Historical Rogers Historical Historical Historical Contribution
) 3) 4) (5) and @) Charlotte 9) and (11) (12) (13) Cleveland Adjustments
Group Newton O'Fallon Goshen Charlotte Lopatcong Streetsborc 1l Salem Vonore Madison Walker Mooresville  (14) (1) Group
Revenue:
Rental
income $ 8,61z — — — — — — — — — — — $ 18C $ 12¢ $ (968) $ 7,952
Tenant
recoveries 71¢ — — — — — — — — — — — — 11 — 73C
Total revenu $ 9,331 — — — — — — — — — — — % 18C $ 13¢ $ (969) $ 8,68
Expense:
Property $ 1,16¢ — — — — — — — $ 1% — $ 1,17¢
Depreciation
and
amortizatiol — — 5,58¢ 5,58¢
Interest
expense — — 1,921 1,921
Gain on
interest rate
swaps (134) (134)
Total
expense:  $ 1,16¢ — — — — $ — $ — — — $ — $ — — $ — $ 1% 7,371 $ 8,547
For the Year Ended December 31, 2010
Certain Revenue and Expenses
Historical Pro
Historical (6) Historical Forma
STAG Piscataway Historical (20) Historical STAG
Contribution Historical Historical Historical Historical Historical 8) Historical Rogers Historical Historical Historical Contribution
) 3) (4) (5) and ) Charlotte (©)] and (11) (12) (13) Cleveland Adjustments
Group Newton O'Fallon Goshen Charlotte Lopatcong Streetsborc I} Salem Vonore Madison Walker Mooresville  (14) 1) Group
Revenues
Rental
income $ 16,44¢ $ 247 $ 314 $ 69E$ 152¢% 1611 $ 97C$ 163t $ 71C$ 241 $ 90¢ $ 56C $ 1,08( $ 484 $ (2,689 $ 26,91«
Tenant
recoveries 1,53 2 144 142 — 25€ 134 164 41 2,415

Total revenu $ 17,97¢ $ 24¢ $ 314 $ 83¢$ 1,66¢$ 1,61t $ 97C$ 1,891% 8448% 241 8 90: $ 724 $ 1,08( $ 52E (2,689 $ 29,33

Expenses
Property $ 2,29t $ 23 48 144 $ 19€ $ 25€ $ 13€ $ 164 $ 41 $ — $ 3,23¢
Depreciation

and

amortizatio: — — 18,691 18,697
Interest

expense — — 6,43¢ 6,43¢
Gain on

interest rate

swaps (41) (41)
Total

expense: $ 2,29t $ 23 48 144 $ 19€ $ — 3 —$ 25€ $ 13€ $ — 3 — 3 164 $ — 3 41 $ 25,09 $ 28,32¢
1) The adjustments relate to above/below market laas®tization, straight-line rent adjustments, agdiepreciation and amortization, adding interegeese for the related debt and the historical loss

from the interest rate swaps.

) On May 14, 2010, the Newton Property was acquige8 BAG Investments IV, LLC.
3) On July 30, 2010, the O'Fallon Property was acquine STAG Gl Investments, LLC.
4) On August 13, 2010, the Goshen Property was aadjbyeSTAG Gl Investments, LLC.
(5) On September 17, 2010, the Charlotte Property wasiged by STAG Gl Investments, LLC.
(6) On December 10, 2010, the Piscataway and LopatBoogerties were acquired by STAG Gl InvestmentsCLL
(7) On October 28, 2010, the Streetsboro Property wasiged by STAG Gl Investments, LLC.
8) On September 30, 2010, the Charlotte 1l Property aamuired by STAG GI Investments, LLC.

©)

On November 4, 2010, the Salem Properties werei@thiby STAG Gl Investments, LLC.
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STAG Industrial, Inc. and Subsidiaries
Notes to Unaudited Pro Forma Condensed Consolidatdéinancial Statements (Continued)
(dollars in thousands)
3. ADJUSTMENTS TO PRO FORMA CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (Continued)

(CC) Toreflect actual or estimates of revenue and esgnf the management company as follows:

. Third party management fee revenue of $359 andb21f@ the period January 1, 2011 to April 19, 2@bdl for the year ended
December 31, 2010, respectively, based on the astdrannual fees to be earned by the Company folipthe formation transactions
from certain contracts to manage industrial prapermf Fund Il and certain properties that will tooe to be owned by Fund Ill, and
administrative service agreements with Fund Ill &odd V.

. General and administrative expenses of $1,532 a8#$ actually incurred by the management companthg period January 1, 2011
to April 19, 2011 and for the year ended Decemlde2810, respectively.

. Interest expense of $139 and $403 actually incurgethe management company for the period Janu&9111 to April 19, 2011 and for
the year ended December 31, 2010, respectivelg,refated party loan, which was to an affiliate am repaid in connection with the
formation transactions.

(DD) Reflects the historical results of STAG Industrlak. for the period April 20, 2011 to June 30, 201

(EE) Reflects the results of operations for six montidesl June 30, 2011 and the year ended Decemb2038Q, of eleven properties acquired by the
Company subsequent to April 19, 2011 or for whiuh acquisition is probable presented on a pro fdrasés giving affect to the acquisitions as if they
occurred on January 1, 2010. The table below ilitiss the adjustments to revenue and expensdsefsr acquisitions. Adjustments to revenue repr
the impact of the amortization of the net amourdlméve- and below-market rents and change in stréiite rent recognition as a result of purchase
accounting adjustments. Adjustments to depreciaimhamortization represent the additional deptieci&xpense and amortization of intangibles as a
result of these purchase accounting adjustmenfze@ition and amortization amounts were determinedcordance with the Company's policies and
are based on management's evaluation of the estimaeful lives of the properties and intangiblége amounts allocated to building are depreciated
over 40 years. The amounts allocated to leasedittkas are generally amortized over the remainifiegof the related leases. Interest expense repiese
the interest expense of the debt at the currerdtraggd rates.
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STAG Industrial, Inc. and Subsidiaries
Notes to Unaudited Pro Forma Condensed Consolidatdéinancial Statements (Continued)
(dollars in thousands)
3. ADJUSTMENTS TO PRO FORMA CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (Continued)
STAG Industrial, Inc. Acquisitions

For the Six Months Ended June 30, 201
Certain Revenue and Expenses (unaudited)

STAG STAG
STIR STAG STAG STIR Norton, STAG STAG Conyers STAG STAG
Lansing, Fort Gresham. Hazelwood Georgetown Louisville, Gahanna, Smithfield,
Worth, LP LLC(6) LLC(7)  LLC(9) LLC(10)
LLC(2) (3)(11) LLC@®) LLC(5) (11) LLC(10)(11) LLC(8) (11 (11 (11 Adj(1) Total
Revenue:
Rental
income $ 557 $ 171 $ 792 $ 53¢ $ 50C $ 19t § 647 $ 30¢ $ 404 $ 375 $ (261)$ 4,22¢
Tenant
recoveries — 4 174 21C — — 64 66 3 — — 521
Total
revenue $ 557 $ 17t $ 96€ $ 74€ $ 50C $ 198 $ 711$ 374% 407 $ 375 $ (261)$ 4,74¢
Expenses
Property $ — $ 48 174 $ 23t s — $ 10 $ 87 $ 66 $ 6% —$ —§$ 58
Depreciatiol
and
amortizati — — — — — — — — — — 2,380 2,38(
Interest
expense — — — — — — — — — — 2,198 2,19t
Total
expense: $ — $ 4% 174 $ 236 — $ 10 $ 87 $ 66 $ 6$ — $4,57¢ $ 5,16(
Year Ended December 31, 2010
Certain Revenue and Expenses
STAG STAG
STIR STAG STAG STIR Norton, STAG STAG Conyers STAG STAG
Lansing, Fort Gresham Hazelwood Georgetown Louisville, Gahanna, Smithfield,
Worth, LP LLC(6) LLC(7) LLC(9) LLC(10)
LLC(2) (3)(11) LLC4) LLC(5) (11) LLC(10)(11) LLC(8) (11) (11) (11) Adj(1) Total
Revenues
Rental
income $ 1,37/ $ 342 ¢ 158 % 1,057 $ 1,000 $ 38¢$ 1317$ 6l€E$ 80¢€ $ 74C $ (559 % 8,66¢
Tenant
recoveries — 9 361 422 — — 10€ 13¢ 7 — — $ 1,04«
Total
revenue $ 1,37/ § 351 ¢ 1,94t § 1,47¢ $ 1,000 $ 388§ 1,420 T5ES 81t $ 74C $ (559 % 9,717
Expenses
Property $ — $ 9% 361 $ 448 — 3 20 $ 16€ $ 13¢ $ 8% —$ — $ 1,152
Depreciatiol
and
amortizati — — — — — — — — — — 4,75¢ $ 4,75¢
Interest
expense — — — — — — — — — — 4,30¢ $ 4,30¢
Total
expense: $ — % 9% 361 $ 448 — $ 20 $ 16€ $ 13¢ $ 8% — $9,065 $10,21¢
(1) The adjustments relate to above/below market laasstization, straighline rent adjustments, adding depreciation and #ration, adding interest expense for the relatelt énc
the historical loss from the interest rate swaps.
) On May 26, 2011, the Lansing Property was acquise8 TAG Industrial, Inc.
3) On June 30, 2011, the Fort Worth Property was aeduy STAG Industrial, Inc.
(4) On July 19, 2011, the Gresham Property was acqbye®TAG Industrial, Inc.
(5) On July 28, 2011, the Hazelwood Property was aeguity STAG Industrial, Inc.
(6) On August 4, 2011, the Norton Property was acquine8TAG Industrial, Inc. The Norton Property wasyjously owner occupied when acquired by STAG btdal, Inc. The
company has adjusted historical Rental incomefteatthe lease in place upon acquisition.
) On September 2 2011, the Conyers Property was mehby STAG Industrial, Inc.
8) On September 22 2011, the Louisville Property wagiaed by STAG Industrial, Inc.
9) On October 14, 2011, the Gahanna Property was i@thby STAG Industrial, Inc.
(10) This property was deemed a probable acquisitioBB&G Industrial, Inc.
(11) Results presented are not representative of hisia@sults. Results reflect pro forma results,oluhdre based on the operations of the propertyibwére acquired on January 1,

2010 (unaudited;
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STAG Industrial, Inc. and Subsidiaries
Notes to Unaudited Pro Forma Condensed Consolidatdéinancial Statements (Continued)

(dollars in thousands)

3. ADJUSTMENTS TO PRO FORMA CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (Continued)

(FF)

(GG)

(HH)

(I

9)
(KK)
(L)
(MM)

(NN)

The Company expects to incur additional generalatministrative expenses as a result of becomimgbéic company, including but not limited to
incremental salaries, board of directors' feeseaqmnses, directors' and officers' insurance, acréimental audit and tax fees. The Company estimate
that these costs could result in incremental géaechadministrative expenses of approximately $&%® $5,110 for the six months ended June 30,
2011 and for the year ended December 31, 2010ectsely.

Reflects the add back of STAG Industrial, Inc.spgarty acquisition costs in 2011.

To reflect the change in interest expense as & i@fsine retirement of mortgage and other relgiady debt, which was due to an affiliate of STAG
Predecessor Group in connection with the formatiansactions.

Reflects the additional amortization of deferrawhficing costs related to the secured corporatét ¢aedity entered into and other debt facilities
assumed by STAG Industrial, Inc. upon the formatiansactions.

Represents the unused fee for the credit facility.

To reflect the add back of the historical gain g)osn interest rate swaps due to the paydown ofGPRedecessor Group mortgage notes payable.
Reflects the add back of formation transaction<ostaited to offering of common stock.

Reflects the allocation of net income (loss) tortbacontrolling interest.

Pro forma loss per share—basic and diluted areslzaéd by dividing pro forma consolidated net lascable to the Company's shareholders by the
number of weighted average shares of common stoistamding.
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Report of Independent Registered Public Accountindrirm

To STAG Industrial, Inc.:

We have audited the accompanying cons@itlbalance sheet of STAG Industrial, Inc. (the "@any") as of December 31, 2010. This consolidated
balance sheet is the responsibility of the Compamgnagement. Our responsibility is to expresspaman on this balance sheet based on our audit.

We conducted our audit in accordance vtithstandards of the Public Company Accounting Qgkt8oard (United States). Those standards redjiae
we plan and perform the audit to obtain reasonatderance about whether the balance sheet isffreaterial misstatement. An audit also includeseiring,
on a test basis, evidence supporting the amounitslianlosures in the balance sheet, assessingtberting principles used and significant estimatasle by
management, and evaluating the overall balance phesentation. We believe that our audit proviglesasonable basis for our opinion.

In our opinion, the consolidated balanceesheferred to above presents fairly, in all mateespects, the financial position of STAG Indisdt Inc. at
December 31, 2010 in conformity with accountingipiples generally accepted in the United StateSnoérica.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 15, 2011
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STAG Industrial, Inc.

Consolidated Balance Sheet

December 31,
2010

Assets
Cash $ 2,20(
Total asset $ 2,20(

Shareholders' equi
Common stock—$0.01 par value; 100,000,000 shartb®ared and 110 shares issued and

outstanding $ 1
Additional paic-in capital 2,19¢
Total shareholders' equi $ 2,20(

See accompanying notes to the consolidated batdres.
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STAG Industrial, Inc.

Notes to Consolidated Balance Sheet
1. Organization and Description of Business

STAG Industrial, Inc. (the "Company") wasadrporated in Maryland on July 21, 2010. The Comygzas not had any corporate activity since its
formation. The Company is the majority owner of S kdustrial Operating Partnership, L.P. (the "@pieg Partnership") which was formed on
December 21, 2009. STAG Industrial GP, LLC. (thé>"}z which was formed as a Delaware limited liahitompany on December 21, 2009 is a wholly
owned subsidiary of the Company and is the solemgpartner of the Operating Partnership. The Gomis predecessor business is engaged in the bssil
acquiring, owning, leasing and managing of reatestconsisting primarily of industrial propertiesated throughout the United States.

The Company has filed a Registration Statgmn Form S-11 with the Securities and Exchangrar@ission with respect to the initial public offegi(the
"Offering") of common stock. As discussed belovwe @ompany intends to operate as a real estatetingestrust ("REIT"). Concurrent with the Offering
the common stock of the Company, the Company, ther&ing Partnership, together with the partnedssimareholders of the affiliated partnerships and
corporations of STAG Capital Partners and othetigmwhich hold direct or indirect interests in fhreperties (collectively, the "Participants"), eggd in
certain formation transactions (the "Formation Beations"). The Participants received limited parghip units in the Operating Partnership purstatite
Formation Transactions. The Formation Transactiwaslesigned to (i) continue the operations of STx&decessor Group, (ii) enable the Company te rais
the necessary capital to acquire interests inicesther properties, repay mortgage debt relatiegetto and pay other indebtedness, (iii) fund casigital
expenditures and working capital, (iv) provide &ieke for future acquisitions, (v) enable the Compto comply with requirements under the federabme
tax laws and regulations relating to real estatestment trusts, and (vi) preserve tax advantageseftain Participants.

The operations of the Company will be etron primarily through the Operating Partnershile Company is the sole shareholder of the GP wihich
turn is the sole general partner of the Operatagrrship. It is the intent of the Company to etke status of and qualify as a REIT under SestR56
through 860 of the Internal Revenue Code of 198@&mended. The Company is fully integrated, setfiattered, and self-managed.

2. Significant Accounting Policies
Basis of Presentation

The accompanying consolidated balance se@eesented on the accrual basis of accountiagdordance with accounting principles generaltepted
in the United States of America ("GAAP") and inahsdthe accounts of the Company, the Operating &attip and the GP. All significant intercompany
balances and transactions have been eliminated.

Income Taxes

As a REIT, the Company is permitted to dedlividends paid to its shareholders, eliminatimg federal taxation of income represented by such
distributions at the Company level, provided certaiquirements are met. REITs are subject to a puwiorganizational and operational requiremdiithe
Company fails to qualify as a REIT in any taxabéary the Company will be subject to federal incdaxe(including any applicable alternative minimuem)t
on its taxable income at regular corporate taxsrate
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STAG Industrial, Inc.
Notes to Consolidated Balance Sheet (Continued)
2. Significant Accounting Policies (Continued)
Offering Costs

In connection with the Offering, affiliatbave incurred legal, accounting, and related cogigh was reimbursed by the Company upon the
consummation of the Offering. Such costs were dediftom the gross proceeds of the Offering andeged in the income statement. Offering costs hate
been accrued because the Company did not havdigatan to reimburse its affiliates for such costgil the closing of the Offering. As of Decemldr,
2010, the Company's affiliates had incurred casthnnection with the Offering of approximately B4nillion.

Use of Estimates

The preparation of financial statementsdnformity with GAAP requires management to maketaie estimates and assumptions that affect therteg
amounts in the consolidated balance sheets andnpeetying notes. Actual results could differ frorgh estimates.

3. Shareholders' Equity

From the date of inception, the Companyissised 110 common shares for $2,200 in two sep&mtisactions with related parties. The Compasy ha
authorized the issuance of 10,000,000 shares &d#rpeel stock at $0.01 par value per share. Uporpbetion of the Formation Transactions, the 110 camm
shares were redeemed. There are currently no prdfehares issued or outstanding.

4. Subsequent Events

STAG Industrial, Inc. has evaluated thenty@nd transactions that have occurred throughuBep15, 2011 and noted no additional items reagiir
adjustment to the consolidated balance sheetsditiathl disclosure.
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STAG Industrial, Inc. and STAG Predecessor Group
Consolidated and Combined Balance Sheets

(unaudited, dollars in thousands, except share data

STAG
STAG Industrial, Predecessor
Inc. Group
June 30, December 31,
2011 2010
Assets
Rental Property
Land $ 59,48 $ 25,08¢
Buildings 338,94! 173,45¢
Tenant improvement 19,65( 8,197
Building improvement: 8,612 3,447
Less: accumulated depreciati (23,729 (29,26))
Total rental property, ne 402,96 190,92!
Cash and cash equivale 13,30 1,567
Restricted cas 5,637 2,571
Tenant accounts receivable, 4,22¢ 3,72¢
Prepaid expenses and other as 1,954 45¢
Deferred financing fees, n 2,48t 11¢€
Leasing commissions, n 15€ 133
Goodwill 4,92: —
Due from related partie 737 —
Deferred leasing intangibles, r 95,22 11,507
Total assets $ 531,61¢ $ 211,00:
Liabilities and Equity
Liabilities:
Mortgage notes payah $ 255,87( $ 203,16¢
Notes payable to related pa — 4,384
Credit facility — —
Accounts payable, accrued expenses and otheiitiiedh 3,25: 2,68(
Interest rate swag 1,89: 3,271
Tenant prepaid rent and security depc 3,53¢ 1,204
Dividends payabli 4,871 —
Deferred leasing intangibles, r 1,91¢ 97¢€
Due to related partie 74¢€ 3,652
Total liabilities 272,08 219,34(
Predecessor's Owners' def — (8,33¢6)
Common stock $0.01 par value, 100,000,000 shatési@zed, 15,893,309
shares outstanding at June 30, 2 15¢ —
Additional paic-in capital 177,90¢ —
Accumulated defici (3,909 —
Total shareholders' and owner's def 174,16: (8,33¢)
Noncontrolling interes 85,37( —
Total equity (deficit) 259,53: (8,33€)
Total liabilities and equity $ 531,61¢ $ 211,00:

The accompanying notes are an integral part oktfirancial statements.
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STAG Industrial, Inc. and STAG Predecessor Group
Consolidated and Combined Statements of Operations

(unaudited, dollars in thousands except per shareala)

STAG
STAG STAG Predecessor STAG STAG
Industrial, Predecessor Group Industrial, Predecessor STAG
Inc. Group Three Inc. Group Predecessor
Period from Period from months Period from Period from Group
April 20 to April 1 to ended April 20 to January 1 to Six months
June 30 April 19 June 30 June 30 April 19 ended June 30
2011 2011 2010 2011 2011 2010
Revenue
Rental income $ 9,67C $ 1,24¢ $ 6,25 $ 9,67C $ 7,027 $ 12,57«
Tenant recoverie 1,072 25¢& 1,08¢ 1,072 1,21¢ 2,44¢
Other income 267 — 267 —
Total revenue 11,04( 1,50¢ 7,33¢€ 11,01( 8,24t 15,01¢
Expenses
Property 754 214 59C 754 1,23¢ 1,74
General and
administrative 2,06( 18¢ 42 2,06( 31¢ 231
Real estate taxes and
insurance 91¢ 14¢ 774 91¢ 90¢ 1,56¢
Asset management fe — 31 15C — 17¢ 297
Property acquisition
costs 327 — — 327 —
Depreciation and
amortization 6,44¢ 42¢ 2,945 6,44¢ 2,45¢ 5,32¢
Total expense 10,50¢ 1,00t 4,49¢ 10,50¢ 5,101 9,16¢
Other income (expense
Interest incom 9 — 1 9 1 2
Interest expens (3,18%) (765) (3,407 (3,18%) (4,13¢) (6,939
Gain (loss) on interest
rate swap: 50C 177 (34¢) 50C 762 (935)
Formation transaction
costs (3,72¢) — — (3,729¢) —
Total other income
(expense (6,409 (58¢) (3,749 (6,409 (3,379 (7,867)
Net loss $ (5,899 $ 89 $ 911 $ (5,899 $ (229) $ (2,01¢)
Net loss attributable t
noncontrolling interes  $ (1,99¢) $ (1,99¢)
Net loss attributable to
the Company $ (3,909 $ (3,909
Weighted average
common shares
outstanding—basic an
diluted 15,153,64 15,153,64
Earnings per share—ba:
and dilutec $ (0.26) $ (0.26)
Dividends declared per
common shar $ 0.2057 $ 0.2057

The accompanying notes are an integral part oktfirancial statements.
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STAG Industrial, Inc. and STAG Predecessor Group

Consolidated and Combined Statements of Sharehold&€rEquity

Common Shares

Shares Amount

(unaudited, dollars in thousands)

Additional
Paid in
Capital

Predecessor's
Owner's Deficit

Accumulated
Deficit

Total
Shareholder's

Equity

Noncontrolling

Interest—
Unitholders in
Operating
Partnership

Total
Equity

Period from
January 1 to
April 19, 2011
(STAG

Predecessor

Group)

Balance,
December 31,
2010 — 3 —
Contributions
Distributions — —
Net loss

$ — 3 — % (833 $
4,42(
(9,900

= (229)

(8,330 $

4,42(
(9,900
(229

(8,336
4,42(
(9,900

(229

Balance,
April 19,
2011 — 3 —

$ — $ — 3 (14,049 $

(14,049 $

(14,045)

Period from
April 20 to
June 30, 2011
(STAG
Industrial Inc.)

Balance,

April 20,

2011 11C —
Proceeds from

sale of

common

stock
Redemption of

initial

capitalization

of STAG

Industrial, Inc
Issuance of uni

for

acquisition of

properties — —
Exchange of

owners'

equity for

units — —
Offering costs — —
Issuance of

restricted

stock
Dividends

declarec — —
Stock-based

compensatio — —
Rebalancing of

noncontrollin

interest — —
Net loss

15,812,50 15¢

(110 —

(14,04%)

205,40t — —

(2 — —

(17,049 — _

(1) — —
(3,269 = =
39 — _

(7,226 =
(3,909

(14,04

205,56!

14,04¢
(17,047

(3,269
39

(7,226
(3,909

95,67(

(14,04

(1,60%)

117

7,22¢
(1,996

(14,049

205,56!

(2

95,67(

(17,04

(4,879

15€

(5,899

Balance, June 3(

2011 15,893,300 $  15¢

$ 177,90t $ (3,909 $ — %

174,16: $

85,37(

$

259,53:

Six Months ende

June 30, 2010

(STAG

Predecessor

Group)
Balance,

December 31,

2009 — 8 —
Distributions — —
Net loss — —

(1.52) $
(1,719
(2,016

(152) $
(1,719
(2,016

(1,529)
(1,717)
(2,016

Balance, June 3(
2010 — 3 —

(5,249 $

(5,249 $

(5,249

The accompanying notes are an integral part oktfirancial statements.
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STAG Industrial, Inc. and STAG Predecessor Group
Consolidated and Combined Statements of Cash Flows

(unaudited, dollars in thousands)

STAG STAG
Predecessor Predecessor
Group Group
Stag Industrial, Inc. (Period From (Six months
(Period from April 20 January 1 to ended
to June 30, 2011) April 19, 2011) June 30, 2010)

Cash flows from operating activities:
Net loss $ (5,899 $ (229) $ (2,01¢)
Adjustment to reconcile net loss to net cash predily

operating activities

Depreciation and amortizatic 6,44¢ 2,45¢ 5,32¢
Amortization of deferred financing cos 264 31 58
Intangible amortization in rental incor 86¢ 2 (14)
Tenant straight line receivable, 1 (32€) (16) (464)
(Gain) loss on interest rate swe (500) (762) 93t
Stoclk-based compensation expel 15€ — —
Change in assets and liabilitie
Tenant accounts receivable, 42) 88 36C
Leasing commissions, n (25) (24) (26)
Restricted cas—escrow a71) — —
Prepaid expenses and other as 45C (87) 15¢
Accounts payable, accrued expenses and other
liabilities (429) 10€ (257)
Tenant prepaid rent and security depc 845 16¢ (922)
Due to related partie 74¢€ 767 1,55¢
Due from related partie (59¢6) 14y 28
Total adjustment 7,68¢ 2,58¢ 6,742
Net cash provided by operating activities 1,78¢ 2,35¢ 4,72¢
Cash flows from investing activities:
Additions of land and building improvemer (12,349 (39 (763)
Restricted cas—escrow (540) (542) (36¢9)
Cash paid for contributed assets, (2,159 — —
Cash paid for deal depos (2,065) — —
Additions to lease intangible (5,68¢) — —
Net cash used in investing activitie (21,799 (581) (1,130
Cash flows from financing activities:
Proceeds from issuance of common stock 205,56: — —
Offering costs related to issuance of common s (17,049 — —
Redemption of initial capitalization of STAG
Industrial, Inc. share 2 — —
Proceeds from notes payable to related pa — 78¢ —
Repayment of notes payable to related pa (20,36¢€) — —
Proceeds from secured corporate credit fac 11,00( — —
Repayment of secured corporate credit fac (11,000 — —
Proceed from mortgage notes pays 11,40( — —
Repayment of mortgage notes paye (152,959 (1,180 (2,267)
Termination of swap contrac (894 — —
Payment of loan fees and co (2,662) — —
Distributions — (2,679 (1,712
Net cash provided by (used in) financing activitie 33,04 (3,070 (3,979
Increase (decrease) in cash and cash equivi 13,03( (1,2972) (383)
Cash and cash equivale—beginning of perioc 277 1,567 2,772
Cash and cash equivalen—end of period $ 13,307 $ 27t % 2,38¢

The accompanying notes are an integral part oktfirancial statements.
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STAG Industrial, Inc. and STAG Predecessor Group
Notes to Consolidated and Combined Financial Stateemts

(unaudited, dollars in thousands)
1. Organization and Description of Business

STAG Industrial, Inc. (the "Company") idaryland corporation formed on July 21, 2010 thdtribt have any operating activity until the consoation
of its initial public offering of common stock ("@&fing") and the related formation transactiong (fhormation Transactions") on April 20, 2011. The
Company is the majority owner of the STAG Indust@perating Partnership, L.P. (the "Operating Raship"), which was formed on December 21, 2009.
STAG Industrial GP, LLC (the "GP"), which was fordhas a Delaware limited liability company on Decembl, 2009, is a wholly owned subsidiary of the
Company and is the sole general partner of the @ipgrPartnership. As of June 30, 2011, the Compays 67.11% of the Operating Partnership. The
Company is engaged in the business of acquiringjrayy leasing and managing of real estate, congigtiimarily of industrial properties located thghout
the United States. As of June 30, 2011, we ownegr§Berties in 26 states with approximately 14.Riomi rentable square feet, consisting of 46
warehouse/distribution properties, 26 manufactupragperties and 21 flex/office properties, and puaperties were 91.0% leased to 74 tenants. As hesesin,
"STAG Industrial,” "the Company," "we," "our" ands" refer to STAG Industrial, Inc. and its consatied subsidiaries and partnerships except whertexton
otherwise requires. The financial information camed in this report that relates to the time peothmencing April 20, 2011 and ending June 30, 281lie
Company's financial information.

The Company's "predecessor" for accourginmgoses is STAG Predecessor Group (or "Predec¢gssbich is not a legal entity, but a collectiohtbe
real estate entities that were owned by STAG Imeeats IlI, LLC prior to the Offering. STAG Predeses Group also was engaged in the business of gwnin
leasing and operating real estate consisting pifiynafrindustrial properties located throughout theited States. The financial information contaifnethis
report that relates to the time periods on or pooApril 19, 2011 is the Predecessor's financifdrimation.

The Company filed a Prospectus dated Afil2011 with the Securities and Exchange Commig$BEC") on April 18, 2011. On April 20, 2011,
concurrent with the Offering of the common stockta® Company, the members of limited liability canfes affiliated with the Company (collectivelyeth
"Participants") that held direct or indirect intst®in their real estate properties ("Propertie&¥ted to take limited partnership units in thes@ging
Partnership ("common units") in exchange for thetgbution of their Properties to the Company. FHeemation Transactions were designed to (i) comtithe
operations of Predecessor, (ii) enable the Compamgise the necessary capital to acquire certhier @roperties, repay mortgage debt relating tbeard pay
other indebtedness, (iii) fund costs, capital exitenes and working capital, (iv) provide a vehifde future acquisitions, (v) enable the Compangamply
with requirements under the federal income tax lamd regulations relating to real estate investrtreists, and (vi) preserve tax advantages for icerta
Participants.

The operations of the Company will be etron primarily through the Operating Partnershifs the intent of the Company to elect the statuand
qualify as a real estate investment trust ("RELMler Sections 856 through 860 of the Internal RegeCode of 1986, as amended (the "Code"), commegnci
with the 2011 tax year. The Company is fully intggd, self-administered, and self-managed.
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STAG Industrial, Inc. and STAG Predecessor Group
Notes to Consolidated and Combined Financial Stateemts (Continued)
(unaudited, dollars in thousands)
1. Organization and Description of Business (Contimed)
On April 20, 2011, in connection with th&&ing, the following Formation Transactions wexmmpleted:

. We issued 13,750,000 shares of our common stocklf8100 per share.

. We acquired certain assets and related debt of SF#&@ecessor Group and of the Participants. Inagdfor such assets and related debt,
STAG Predecessor Group and the Participants wswedsa total of 7,590,000 common units of the Qpeydartnership, with an aggregate
value of approximately $98.7 million.

. We closed a loan agreement for a secured corparaddving credit facility (the "credit facility") foup to $100 million with Bank of America,
N.A. ("Bank of America") as administrative agentlavierrill Lynch, Pierce, Fenner & Smith Incorpordtas lead arranger. The credit facility
has an accordion feature that allows us to reqresicrease in the total commitments of up to $hillon to $200 million under certain
circumstances.

. The net proceeds of the Offering, together withrdw@mgs in the amount of approximately $11.0 milliender our credit facility, repaid
approximately $164.7 million in certain outstandindebtedness (including $2.5 million of direct toassociated with the obtaining and retiring
of indebtedness and the termination of interest sataps) and $0.3 million to pay transfer taxesathdr fees.

We received net proceeds from the Offedhgpproximately $166.3 million, reflecting the gsoproceeds of approximately $178.8 million, net of
underwriting fees of approximately $12.5 millioneWhcurred formation transaction costs and offedosts of $6.4 million. In connection with the ecise of
the underwriters' overallotment option, on May 23811, we issued an additional 2,062,500 sharesrafron stock at $13.00 per share, generating an
additional $26.8 million of gross proceeds and 82Aillion in net proceeds after the underwriteistdunt and offering costs. All of the shares ahowon
stock were sold by the Company and there were lfingehareholders in the Offering. On May 17, 20W/& used a portion of the proceeds from the eser
the overallotment option to repay the $11.0 millartstanding under the credit facility and retaittegl balance for future acquisitions and other gne
corporate needs.

2. Summary of Significant Accounting Policies
Interim Financial Information

The accompanying interim financial statetadrave been presented in conformity with accogrpiinciples generally accepted in the United Stafe
America ("GAAP") and with the instructions of Regtibn S-X for interim financial information. Accardly, these statements do not include all of the
information and notes required by GAAP for complgtancial statements. In the opinion of managerrtietaccompanying interim financial statements
include all adjustments, consisting of normal reiogritems, necessary for their fair presentatimodnformity with GAAP. Interim results are not esearily
indicative of results for a full year. The inforrimat included in these financial statements shoeldgad in conjunction with the audited financiattements as
of December 31, 2010 and related notes.
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STAG Industrial, Inc. and STAG Predecessor Group
Notes to Consolidated and Combined Financial Stateemts (Continued)
(unaudited, dollars in thousands)
2. Summary of Significant Accounting Policies (Cornhued)
Basis of Presentatiol

Our consolidated financial statements idelthe accounts of the Company, our Operating &estip and our subsidiaries. The equity interektgreer
limited partners in our Operating Partnership aftected as noncontrolling interest. The combinedrfcial statements of STAG Predecessor Groupdedihe
accounts of STAG Predecessor Group and all eniitiedhich STAG Predecessor Group had a controllerest. All significant intercompany balances and
transactions have been eliminated in the combinatfcentities. The financial statements of the Campare presented on a consolidated basis, fpe&tids
presented and comprise the consolidated histdifaaicial statements of the transferred collectibreal estate entities and holdings, upon théainpublic
offering. The combined financial information pretahfor periods on or prior to April 19, 2011 relablely to the STAG Predecessor Group. The firgnci
statements for the quarter ending June 30, 201ddache financial information of the Company, @perating Partnership, our subsidiaries and STAG
Predecessor Grou/here the "Company" is referenced in comparisons ofinancial results for any date prior to and includng April 19, 2011, the
financial information for such period relates soley to the STAG Predecessor Group, notwithstanding "@mpany" being the reference.
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STAG Industrial, Inc. and STAG Predecessor Group
Notes to Consolidated and Combined Financial Stateemts (Continued)
(unaudited, dollars in thousands)
2. Summary of Significant Accounting Policies (Cornhued)
Consolidated and Combined Statements of Cash Flov&spplemental Disclosures

The following table provides supplementattbsures related to the Consolidated and Combstattments of Cash Flows (in thousands):

STAG Predecesso STAG Predecesso
Stag Industrial, Inc. Group Group
(Period from April 20 (Period from January 1 (Six months ended
to June 30, 2011) to April 19, 2011) June 30, 2010)

Supplemental cash flow information
Cash paid for intere: 2927 % 2,43 % 5,66¢
Supplemental schedule of noncash investing and finaing

activities
Acquisition of tangible assets upon Formation Teations $ 204,11¢  $ — % —
Acquisition of goodwill upon Formation Transactic $ 4,92:  $ — 3 —
Acquisition of intangible assets upon Formationribactions $ 83,44: $ — % —
Assumption of mortgage notes payable upon Formation

Transaction: $ (190,54¢) $ — 3 =
Fair market value adjustment to mortgage noteslgaya

acquired upon Formation Transactions $ (141 $ — % —
Assumption of related party notes payable upon B¢ion

Transactions $ (4,466 $ — $ —
Acquisition of intangible liabilities upon Formatio

Transactions $ (1,06¢) $ — 3 —
Acquisition of interest rate swaps upon FormatiosariEaction: $ 420) $ — 3 —
Acquisition of other liabilities upon Formation Trgactions $ @7y $ — 3 —
Issuance of units for acquisition of net assetsnupoarmation

Transaction: $ 95,67( $ — % —
Disposition of accrued lender fees upon Formatican$¥action $ —  $ 4,42 $ —
Assumption of bridge loan for Option Properties mpo

Formation Transactior $ — % (4,750 $ —
Assumption of note payable to related party fori@pt

Properties upon Formation Transactit $ —  $ (727) $ —
Assumption of interest rate swaps to related plartyption

Properties upon Formation Transactit $ — % (352) $ —
Accrued distribution upon Formation Transacti — (1,399 —
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STAG Industrial, Inc. and STAG Predecessor Group
Notes to Consolidated and Combined Financial Stateemts (Continued)
(unaudited, dollars in thousands)
2. Summary of Significant Accounting Policies (Cornhued)
Estimates

The preparation of financial statementsdnformity with GAAP requires management to makeregtes and assumptions that affect the reportezliata
of assets and liabilities and disclosure of corimtgassets and liabilities at the date of the firerstatements and the reported amounts of revendexpenses
during the reporting period. Actual results couliified from those estimates.

Rental Property and Depreciatio

The Company evaluates the carrying valualdéingible and intangible real estate asset foeluse for possible impairment when an everhange in
circumstance has occurred that indicates theiyiceyvalue may not be recoverable. The evaluaticiudes estimating and reviewing anticipated future
undiscounted cash flows to be derived from thetasse the ultimate sale of the asset. If such 8asls are less than the asset's carrying valugnpgairment
charge is recognized to the extent by which thet&ssarrying value exceeds the estimated fairevastimating future cash flows is highly subjeetand such
estimates could differ materially from actual résulFor the periods presented, no impairment clsargge recognized.

For properties considered held for sale,Gompany ceases depreciating the properties dnelsvine properties at the lower of depreciatetl @ofair
value, less costs to dispose. If circumstances #nit were previously considered unlikely, anda assult, the Company decided not to sell a ptgper
previously classified as held for sale, the Compaitlyreclassify such property as held and useathSaroperty is measured at the lower of its cagy@mount
(adjusted for any depreciation and amortizatioreesg that would have been recognized had the pydpeen continuously classified as held and useéjio
value at the date of the subsequent decision regltoThe Company classifies properties as halddte when all criteria within the Financial Accoung
Standards Board's (the "FASB") Accounting Stand2adification ("ASC") 36(Property, Plant and Equipme(ASC 360") (formerly known as Statement of
Financial Accounting Standard ("SFAS") No. 14¢counting for the Impairment or Disposal of Lonigdd Asset} are met.

Depreciation expense is computed usingttaght-line method based on the following uséfids:

Buildings 40 years
Building and land improvemen 5-20 years
Tenant improvement Shorter of useful life or terms of related le.

Expenditures for tenant improvements, leakkimprovements and leasing commissions areal&gtl and amortized or depreciated over the shofte
their useful lives or the terms of each specifask Repairs and maintenance are charged to exyeeseincurred. Expenditures for improvements are
capitalized.

The Company accounts for all acquisitionadcordance with ASC 80Business Combinationgformerly known as SFAS No. 141(R)). Upon acdigsi
of a property, the Company allocates the purchése pf the property based upon the fair valuehefassets and liabilities acquired, which generadlysist of
land, buildings, tenant improvements and intangésigets including in-place leases, above markebelodv market leases and tenant relationships. The
Company allocates the purchase

F-27




Table of Contents

STAG Industrial, Inc. and STAG Predecessor Group
Notes to Consolidated and Combined Financial Stateemts (Continued)
(unaudited, dollars in thousands)

2. Summary of Significant Accounting Policies (Cornhued)

price to the fair value of the tangible assetsrofequired property by valuing the property as\iére vacant. Acquired above and below markeekease
valued based on the present value of the differert@een prevailing market rates and the in-platesrmeasured over a period equal to the remaieingof
the lease for above market leases and the irdtiai plus the term of any below market fixed rateereal options for below market leases that areidensd
bargain renewal options. The above market leaseesare amortized as a reduction of rental income the remaining term of the respective leased tlag
below market lease values are amortized as anaser® rental income over the remaining initian®iplus the terms of any below market fixed rateveal
options that are considered bargain renewal optibtise respective leases.

The purchase price is further allocatethiplace lease values and tenant relationshipsdbas¢éhe Company's evaluation of the specific attaréstics of
each tenant's lease and its overall relationshilp thie respective tenant. The value of in-placedaatangibles and tenant relationships, whichrareded as
components of deferred leasing intangibles, areréed over the remaining lease term (and expeerewal periods of the respective lease for tenant
relationships) as adjustments to depreciation amariézation expense. If a tenant terminates itsdethe unamortized portion of leasing commissiaheye
and below market leases, the in-place lease valdéemant relationships are immediately written off

Tenant Accounts Receivable, net

The Company provides an allowance for diolibiccounts against the portion of tenant accoretsivable which is estimated to be uncollectibie of
June 30, 2011 and December 31, 2010, the Compahgrhallowance for doubtful accounts of $55 and8$18spectively.

The Company accrues rental revenue eabugahot yet receivable, in accordance with GAAP.oAsune 30, 2011 and December 31, 2010, the Compan
had accrued rental revenue of $3.8 million and $31Bon, respectively, which is reflected in tenatcounts receivable, net on the accompanyingbala
sheets. The Company maintains an allowance fanegtd losses that may result from those revenfiagehant fails to make contractual payments beysory
allowance, the Company may recognize additionaldsd expense in future periods equal to the amofumbpaid rent and accrued rental revenue. As of
June 30, 2011 and December 31, 2010, the Compahgrhallowance on accrued rental revenue of $0libmand $0.3 million, respectively.

As of June 30, 2011 and December 31, 20E0Company had a total of approximately $3.6 omlland $2.2 million, respectively, of total leasewity
deposits available in existing letters of credit &1,187 and $623, respectively, of lease secdepposits available in cash.

Goodwill

The excess of the cost of an acquired legsiover the net of the amounts assigned to asspiged (including identified intangible assets)l fiabilities
assumed is recorded as goodwill. Goodwill of thenBany represents amounts allocated to the assemblddbrce from the acquired management company.
The Company's goodwill has an indeterminate lifé i@mot amortized, but is tested for impairmentarannual basis, or more frequently if eventshanges
in circumstances indicate that the asset mighiripaired. No impairment charge was recognized.
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STAG Industrial, Inc. and STAG Predecessor Group
Notes to Consolidated and Combined Financial Stateemts (Continued)
(unaudited, dollars in thousands)
2. Summary of Significant Accounting Policies (Cornhued)
Derivative Financial Instruments and Hedging Actities

The Company accounts for its interest sataps in accordance with the FASB's ASC &é&jvatives and HedgingThe Company has not designated the
interest rate swaps as hedge instruments for atiogupurposes. Accordingly, the Company recognibedair value of the interest rate swaps as agt &ass
liability on the consolidated balance sheets with¢hanges in fair value recognized in the conatgi statements of operations.

By using interest rate swaps, the Compappses itself to market and credit risk. Markek issthe risk of an adverse effect on the valua hancial
instrument that results from a change in interasts. Credit risk is the risk of failure of the oterparty to perform under the terms of the contiBee
Company minimizes the credit risk in an interest wap by entering into transactions with highligpiaounterparties. The Company's exposure toitrisg
at any point is generally limited to amounts reeards assets or liabilities on the consolidatedrza sheets.

Fair Value of Financial Instruments

Financial instruments include cash and eaghvalents, tenant accounts receivable, inteagéstswaps, accounts payable, other accrued expande
mortgage notes payable. The fair values of the aadircash equivalents, tenant accounts receivatdeunts payable and other accrued expenses ampgtexi
their carrying or contract values because of tletderm maturity of these instruments. See Ndiar 5he fair values of our debt.

See Note 6 for the fair values of our iagtrate swaps. The carrying value of notes payabiielated parties approximates fair value.
Offering Costs

In connection with the Offering, certainr@oany affiliates have incurred legal, accountingl eelated costs, which were reimbursed by the Gayp
upon the consummation of the Offering. Such cogtewdeducted from the gross proceeds of the Offerin

Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the lease when coliglitais reasonably assured. Differences betwestal revenu
earned and amounts due under the lease are ctargestlited, as applicable, to accrued rental reeeAdditional rents from expense reimbursements fo
insurance, real estate taxes and certain othensgpere recognized in the period in which theedlaxpenses are incurred.

Early lease termination fees are recorde@mtal income on a straight-line basis from tbgfication date of such termination to the themaéning (not
the original) lease term, if any, or upon collestibcollection is not assured.

We earn revenues from asset managementwba are included in our statements of operatiarother income. We recognize revenues from asset
management fees when the related fees are eardet@arealized or realizable.
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STAG Industrial, Inc. and STAG Predecessor Group
Notes to Consolidated and Combined Financial Stateemts (Continued)
(unaudited, dollars in thousands)
2. Summary of Significant Accounting Policies (Cornhued)

Certain tenants are obligated to pay diveébeir obligations under their leases for insuwereal estate taxes and certain other expendebese costs,
which have been assumed by the tenants underrthe té their respective leases, are not reflectatié Company's consolidated financial statemd&mtshe
extent any tenant responsible for these costs uhd@rrespective lease defaults on its leaseisrdeemed probable that it will fail to pay forchucosts, we
would record a liability for such obligation. Th@@pany estimates that real estate taxes, whicthanesponsibility of these certain tenants, were
approximately $0.5 million for the period JanuargoApril 19, 2011, $0.1 million for the period Abt to April 19, 2011, and $1.0 million for the nied
April 20 to June 30, 2011. The Company does naigeize recovery revenue related to leases wheretizat has assumed the cost for real estate taxes,
insurance, and certain other expenses.

Stock-Based Employee Compensation Plans

We grant stock-based compensation awardsrtemployees and directors typically in the fafmestricted shares of common stock and long-term
incentive plan units in the Operating Partnershi [P units"). The Company accounts for its stocdséd employee compensation in accordance with ASC
718,Compensation—Stock Compensatitvie measure stodkased compensation expense based on the fair ofllie awards on the grant date and recoc
the expense ratably over the vesting period.

Income Taxes

Prior to the Offering, the Predecessor eamaprised primarily of limited partnerships anditied liability companies. Under applicable fedeaall state
income tax rules, the allocated share of net incomess from the limited partnerships and limitiadbility companies was reportable in the incomer&turns
of the respective partners and members.

The Company intends to elect to be taxeal REIT under the Code commencing with the taxgble ending December 31, 2011. To qualify as a REIT
we are required to distribute at least 90% of obfTRiaxable income to our shareholders and meetdhieus other requirements imposed by the Cocsingl
to such matters as operating results, asset halddistribution levels and diversity of stock owstap. Provided we qualify for taxation as a REIE are
generally not subject to corporate level incomedaxhe earnings distributed currently to our shalders that we derive from our REIT qualifyingisities. If
we fail to qualify as a REIT in any taxable yeardare unable to avail ourselves of certain savimgsisions set forth in the Code, all of our taesibcome
would be subject to federal income tax at regutaipaorate rates, including any applicable alterrathinimum tax.

The Company will not be required to maks&rihutions with respect to income derived from dloéivities conducted through subsidiaries thatGbenpan:
elects to treat as taxable REIT subsidiaries ("TR&"federal income tax purposes. Certain actsithat we undertake must be conducted by a TRS,as
performing non-customary services for our tenantsteolding assets that we cannot hold directly. RSTis subject to federal and state income taxes.

The Company currently has no liabilities fimcertain tax positions.
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STAG Industrial, Inc. and STAG Predecessor Group
Notes to Consolidated and Combined Financial Stateemts (Continued)
(unaudited, dollars in thousands)
2. Summary of Significant Accounting Policies (Cornhued)
Earnings Per Share

Basic earnings per share ("EPS") is contbbiedividing net income available to common shaléérs, as adjusted for unallocated earnings ij ah
certain securities issued by the Operating Pattigrby the weighted average number of shares air@on Stock outstanding during the year. Diluted EPS
reflects the potential dilution that could occuwrfr shares issuable in connection with awards ustdek-based compensation plans and conversioreof th
noncontrolling interests in the Operating Partnigrsh

Segment Reportin

The Company manages its operations on sotidated, single segment basis for purposes efkasg) performance and making operating decisinds a
accordingly, has only one reporting segment.

3. Acquisitions

As part of the Formation Transactions, STl@stments IV, LLC and STAG Gl Investments, LL€férred to as the "STAG Contribution Group" in the
Prospectus) contributed 100% of their real estatiéies and operations in exchange for 7.3 milb@mmon units in the Operating Partnership valuekilat00
per common unit. The members of STAG Capital Pastrid. C and STAG Capital Partners Ill, LLC (refadr® as the "Management Company" in the
Prospectus), contributed 100% of those entitiegtasand liabilities in exchange for 38,621 commits in the Operating Partnership valued at $1B8€10
common unit. The contribution of interests in theaéties was accounted for as an acquisition utigeacquisition method of accounting and recoghéatehe
estimated fair value of acquired assets and assliai®lities on the date of such contribution. STARBdecessor Group, which includes the entityithat
considered our accounting acquirer, is part ofpyadecessor business and therefore the assetsbifilds of STAG Predecessor Group were accoufuedt
carryover basis.

The fair values assigned to identifiablaimgible assets acquired were based on estimadessanmptions determined by the Company's managemen
Using information available at the time the acdigsi closed, we allocated the total consideratmtahgible assets and liabilities, identified irgdle assets
and liabilities, and goodwill.

As part of the Offering and the Formatiaarisactions, we incurred $17 million of offeringstsy which are included as a reduction of additipa&d-in
capital on the consolidated balance sheet. Weiatsored $3.7 million of transaction costs ass@&datith the Formation Transactions, which are idethin
formation transaction costs on the consolidateigistant of operations.

On May 26, 2011, we acquired an approxityé81,000 square foot manufacturing and distrinufiacility located in Lansing, Michigan. The fatilis
100% leased to JCIM, LLC ("JCIM"), a subsidiarytbé public company, Johnson Controls, Inc. (NYSH).JThe purchase price of the JCIM acquisition was
approximately $14.1 million, excluding closing cosf approximately $0.2 million, which are includedoroperty acquisition costs on the consolidated
statement of operations. The purchase was funded aash on hand and approximately $9.1 milliodeift under our CIGNA (as defined in Note 5) facilit
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On June 30, 2011, we acquired an approeinad01,500 square foot manufacturing and distidloutacility located in Fort Worth, Texas. The figgiis
100% leased to Ecolab, Inc. ("Ecolab"), a publimpany (NYSE: ECL) that engages in the developrmmaatufacture, sale, and service of products thancle
sanitize, and promote food safety and infectiorv@néion. The purchase price of the Ecolab acqaisitvas approximately $3.6 million, excluding clasitosts
of approximately $0.1 million, which are includedgproperty acquisition costs on the consolidatatestent of operations. The purchase was funded esish
on hand and approximately $2.4 million of debt urmler CIGNA-2 facility.

The fair values assigned to identifiablaimgible assets acquired were based on estimadessanmptions determined by management. Usingniafiion
available at the time the acquisition closed, viecated the total consideration to tangible assetsliabilities and identified intangible assets #abilities. We
may adjust the preliminary purchase price allocaéfier obtaining more information about assetatiins and liabilities assumed.

As of June 30, 2011, we had approximatdl@ $nillion of goodwill. Goodwill of the Companypeesents amounts allocated to the assembled wogkfor
from the acquired management company. The Compgagdwill has an indeterminate life and is not atieed, but is tested for impairment on an annual
basis, or more frequently if events or changesrotumstances indicate that the asset might be iagai

F-32




Table of Contents

STAG Industrial, Inc. and STAG Predecessor Group
Notes to Consolidated and Combined Financial Stateemts (Continued)
(unaudited, dollars in thousands)
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The following table summarizes the allogatof the consideration paid for the acquired asaetl liabilities in connection with the Formatibransaction:
and the acquisitions of manufacturing and distrdrufacilities located in Lansing, Michigan, 100&ated to JCIM, and in Fort Worth, Texas, 100% ktéase
Ecolab was as follows (in thousands) at the dateqbisition:

Weighted
Average
Amortization
Formation Period (years)

Transactions(1) JCIM Ecolab Total Lease Intangibles

Land $ 33,50¢ $ 501 $§ 38 $ 34,39 N/A

Buildings and improvemen 159,81! 7,70¢ 2,76¢€ 170,28 N/A

Tenant improvement 10,79t 45¢ 19¢ 11,45: N/A

Above market rent 22,88: 2,54: — 25,42+ 7.8

Below market rent (1,06€) — (90 (2,15¢€) 7.7

In place lease intangible 35,56¢ 2,37¢ 24¢ 38,18¢ 6.4

Customer relationshig 24,99¢ 521 88 25,60¢ 8.1

Other liabilities a7y — — a7y N/A

Interest rate swag (420) — — (420) N/A

Goodwill 4,92 — — 4,92 N/A

Above/below market assumed debt

adjustmen (141 — — (24) N/A
Total aggregate purchase pr 290,68: 14,10¢ 3,60( 308,38t
Less: Loni-term liabilities assume (195,015 — — (195,015
Net assets acquire $ 95,67( $ 14,10t $ 3,60C $ 113,37!

Q) Net assets acquired represent a non-cash transaeticch is provided in detail above as supplemerztah flow information.

We have included the results of operatfongach of these acquired entities in our conatdéid statement of operations from the date of aden. For
the period April 20 to June 30, 2011, the acquéetities contributed $6.4 million to total reverared $1.3 million to net loss (including propertygaisition
costs of $327 related to the JCIM and Ecolab adpris).

The accompanying unaudited pro forma infoian for the six months ended June 30, 2011 ad@ ¥presented as if the Formation Transactiodsize
acquisitions of the JCIM and Ecolab properties beclrred at January 1, 2010. This unaudited pradanformation is based on the historical consadidaanc
combined financial statements and should be readnjunction with the consolidated financial stageits and notes thereto. This pro forma informatioes
not purport to
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represent what the actual results of operatiotseCompany would have been had the above occuroedio they purport to predict the results of agiens
of future periods.

Six Months Ended June 30, 2011

STAG JCIM and
Pro Forma (in thousands, except per share data) Industrial, Inc. Ecolab(1) Total
Total revenue $ 28,387 $ 51¢ $ 28,90¢
Net income (loss (7,339 304 $ (7,03%)
Net income (loss) attributable to the Comp: $ (4,856 $ 201 $ (4,65%)
Weighted average shares outstanc 15,153,64
Net loss per share attributable to the Comg $ (0.3))

Six Months Ended June 30, 2010

STAG JCIM and
Pro Forma (in thousands, except per share data) Industrial, Inc. Ecolab(1) Total
Total revenue $ 29,98( $ 76C $ 30,74(
Net income (loss (4,940 54z $ (4,399
Net income (loss) attributable to the Comp: $ (3,268 $ 35¢ $ (2,909
Weighted average shares outstanc 15,153,64
Net loss per share attributable to the Comy $ 0.19

Q) Pro forma amounts reflect the results of operatimts JCIM and Ecolab been acquired as of thedagtof the period presented throt
and including the date prior to acquisition or Me8; 2011 and June 29, 2011, respectively. Actwgllte from and including the date of
acquisition through June 30, 2011 are includediwittie pro forma results of STAG Industrial, Ingtivin the tables abow:
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4. Deferred Leasing Intangibles

Deferred leasing intangibles included irmtassets consisted of the following (in thous&nds

June 30, December 31,
2011 2010
In-place lease $ 40,83 $ 11,59¢
Less: Accumulated amortizatic (8,970 (6,367)
In-place leases, n 31,86¢ 5,231
Above market lease 28,13( 2,70t
Less: Accumulated amortizatic (2,43¢) (1,359
Above market leases, n 25,694 1,351
Tenant relationship 28,89( 3,28t
Less: Accumulated amortizatic (2,580 (1,459
Tenant relationships, n 26,31( 1,831
Leasing commissio 14,43¢ 5,492
Less: Accumulated amortizatic (3,082) (2,39¢)
Lease commission, n 11,35¢ 3,09¢
Total deferred leasing intangibles, | $ 95,22¢ $ 11,507

Deferred leasing intangibles included iakdiabilities consisted of the following (in theands):

June 30, December 31,

2011 2010

Below market lease $ 381z $ 2,65¢
Less: Accumulated amortizatic (1,89¢) (1,680
Total deferred leasing intangibles, | $ 191¢ $ 97€

Amortization expense related to in-pla@sks, lease commissions and tenant relationshipesfefred leasing intangibles was $746 for theggeri
January 1 to April 19, 2011, $130 for the periodilAbto April 19, 2011, $3,671 for the period Ap2D to June 30, 2011, and $1,256 and $2,162 fothtee
and six months ended June 30, 2010, respectivelytaRincome increased (decreased) by $2 for tHechdanuary 1 to April 19, 2011, $(2) for the peki
April 1 to April 19, 2011, and $(869) for the pedidpril 20 to June 30, 2011, related to net amattin of above (below) market leases, respectiaiy, $40
and $14 for the three and six months ended Jun2(M, respectively.
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Amortization related to deferred leasingngibles over the next five years is as followstiousands):

Estimated Net Amortization
of In-Place Leases and
Tenant Relationships

Net Decrease (Increase) to Rental
Revenue Related to Above and
Below Market Leases

Remainder of
2011 $

2012

2013

2014

2015

5. Debt

7,571 $ 1,80¢
13,28¢ 3,562
10,29¢ 3,45¢

9,181 3,12¢

7,42¢ 2,921

Payments on mortgage notes are generaflyrdmonthly installments of principal amortizatiand interest. A summary of mortgage notes payablaf

June 30, 2011 and December 31, 2010 follows (inghnds):

Principal Principal
outstanding as of outstanding as of Current
Loan Interest Rate(1) June 30, 2011 December 31, 2010 Maturity
Anglo Irish Master Loan—Variable
Amount N/A $ — $ 10,95« N/A
Anglo Irish Master Loa—Fixed Amount 5.165% 140,68t¢ 157,81! Oci-31-201¢
Anglo Irish Bridge Loar N/A — 34,39% N/A
CIGNA-1 6.5(% 60,71« — Fek-1-201¢
CIGNA-2. 5.7%% 45,94 — Fel-1-201¢
CIBC, Inc. 7.05% 8,52¢ — Aug-1-2027
Credit Facility Libor + 3.0% — —  Apr-20-201¢

$ 255,87( $ 203,16¢

Q) Current interest rate as of June 30, 2011. At 3n&011, the or-month LIBOR rate was 0.186¢

The Company is party to a master loan agese with Anglo Irish Bank Corporation Limited ("4fo Irish"). As of June 30, 2011 and December 31,2
the outstanding balance under this loan agreemasth40,688 and $168,769, respectively. As patteoformation Transactions, the maturity date ef th
Anglo Irish master loan was extended from Janu@d22o October 2013. The Company was also parytiodge loan agreement with Anglo Irish. As of
June 30, 2011 and December 31, 2010, the outstbdiance under this bridge loan agreement wasi$®34,397, respectively. Upon the Formation
Transactions, approximately $4.8 million of thedige loan related to three vacant properties in Flirfthe "Option Properties") was assumed and frauhll
with Offering proceeds. Upon approval of our indegent directors, we will have the right to acquiny of the Option
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5. Debt (Continued)

Properties individually at fair market value. Ther@any also made a partial paydown of the Angkhlmaster loan in the amount of $26.4 million.
Upon consummation of the Formation Trarieast the Company assumed the following debt:

. a note under the loan from Connecticut General lngarance Company ("CIGNA") with an estimated tanding balance of approximately
$60.7 million and an interest rate of 6.50% pensnnsecured by certain properties formerly owne&BAG Gl, scheduled to mature on
February 1, 2018 ("CIGNA-1");

. a note under the loan from CIGNA with an estimaiatstanding balance of approximately $34.6 milkiow an interest rate of 5.75% per
annum, secured by certain properties formerly owne8TAG Gl, scheduled to mature on February 1820dich had approximately
$30.4 million in borrowing capacity remaining upconsummation of the Formation Transactions) ("CIGRA and

. a note from CIBC, Inc. with an estimated outstagdialance of $8.5 million and an interest rate.06% per annum, secured by a property
formerly owned by STAG Gl, scheduled to mature ag#ést 1, 2027. The interest rate increases torésgtey of 9.05% and the treasury rate as
of August 1, 2012 plus 2% beginning in August 2@h#8 continues through maturity but is prepayablgaaton August 31, 2012.

Concurrent with the Formation Transactidrerowings in the amount of approximately $11.0iori were drawn under the credit facility and
subsequently paid down during the period ended 30n2011.

Pursuant to the provisions of ASC 805,absumed notes were recorded at fair value. Thgicgrvalues of all debt assumed (for purposes anftgl,
excluding Predecessor debt) approximated fair vaitiethe exception of the note from CIBC, Inc. fanich a fair value premium of approximately $14dsw
recorded.

The Company borrowed against the CIGRIf&cility in the amount of $9.1 million for the miase of the JCIM asset and in the amount of $&l#n for
the Ecolab asset discussed in Note 3, leaving &tamding borrowing capacity of approximately $1i@iom as of June 30, 2011.

The credit facility is secured by, amonigestthings, 19 mortgages granted by various intlsebsidiaries of our Operating Partnership. Tleglicfacility
has an accordion feature that allows us to recqaresicrease in the total commitments of up to $hdon to $200 million. The interest rate on thedit
facility varies depending upon our consolidatedtdetiotal asset value ratio. As of June 30, 20ilLinterest rate for our credit facility is LIBORup 3.00%.
During the quarter, with proceeds from the undeessi exercise of their overallotment option, therany paid down the borrowings in full under thedat
facility. The Company currently pays an unused cament fee equal to 0.50% of the unused portiothefcredit facility. During the period April 20 to
June 30, 2011, the Company incurred $94 in unuses fvhich are included in interest expense ordhsolidated statement of operations. The Company
incurred $1.8 million of costs related to the ctédcility, which is included in deferred financiriges, net on the consolidated balance sheet.
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The Anglo Irish master loan, Anglo Irishdge loan, the CIGNA-1 and the CIGNA-2 facilitigbe CIBC loan and the credit facility are securgdhz
specific properties financed under the loans afigtapriority collateral assignment of the speciéases and rents. The Anglo Irish master loaBN2-1 and
the CIGNA-2 facilities, and credit facility are gabt to certain financial covenants. The Compang imacompliance with all financial covenants adafie 30,
2011 and the Predecessor was in compliance witipalicable financial covenants as of Decembe810.

The fair value of the Company's debt weasmieined by discounting the future cash flows ushegcurrent rates at which loans would be made to
borrowers with similar credit ratings for loans kvitimilar remaining maturities and similar loanvilue ratios. The following table presents the aggte
carrying value of the Company's debt and the cporeding estimate of fair value as of June 30, 28id December 31, 2010 (in thousands):

June 30, 2011 December 31, 2010
Carrying Fair Carrying Fair
Amount Value Amount Value

$255,87( $255,35: $203,16¢ $200,86¢
6. Use of Derivative Financial Instruments

The Company's use of derivative instruméntisnited to the utilization of interest rate gygato manage interest rate risk exposures andnspeculative
purposes. The principal objective of such arrangegsis to minimize the risks and/or costs assodiai¢h the Company's operating and financial strrestas
well as to hedge specific transactions.

STAG Predecessor Group entered into anasteate swap to hedge against interest ratensts variable rate loan with Anglo Irish, whichpart of the
debt contributed to the Company. In connection wWithFormation Transactions, the Company assumgtteaminated an interest rate swap for $0.3 million
with Citizens Bank, N.A. with a notional amount®#5.0 million. The Company also assumed a swap Battik of America with a notional amount of
$31.0 million and terms to receive LIBOR and pa§7%, with an expiration date of August 1, 2011.sTéwap was secured under our credit facility. A
summary of the fair values of interest rate swagstanding as of June 30, 2011 and December 3D, i8Cds follows (in thousands):

Fair Value Fair Value
Notional Amount June 30, December 31,
June 30, 2011 2011 2010
Anglo Irish Master Loan
Swap $ 141,000 $ (1,81 $  (3,27))
Bank of Americe 31,00( (77) —

The Company adopted the fair value measemnéprovisions for its interest rate swaps recom@edir value. The guidance establishes a thegestilue
hierarchy, which prioritizes the inputs used in m@ang fair value. These tiers include: Level Ifjrd as observable inputs such as quoted pricastive
markets; Level 2, defined as inputs other thanepliprices in active markets that are either diyemtlindirectly observable; and Level 3, defined as
unobservable inputs in which little or no marketadexists, therefore requiring an entity to devétepwn assumptions. The valuation of these
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6. Use of Derivative Financial Instruments (Contined)

instruments is determined using widely acceptedatan techniques including discounted cash floalysis on the expected cash flows of each derigativ
This analysis reflects the contractual terms ofdbevatives, including the period to maturity, arsks observable market-based inputs, includirgest rate
curves. The fair values of interest rate swapsiatermined using the market standard methodologyetiing the discounted future fixed cash paymantsthe
discounted expected variable cash receipts. Thablarcash receipts are based on an expectatifutusé interest rates (forward curves) derived from
observable market interest rate curves. As of 302011 and December 31, 2010, the Company apihigdrovisions of this standard to the valuatibitso
interest rate swaps, which are the only financistruments measured at fair value on a recurrisgsba

The Company recognized gains relating ¢éocthenge in fair market value of its interest mtaps of $177, $762, and $500 for the period Aptd
April 19, 2011, the period January 1 to April 19,12, and the period April 20 to June 30, 2011, eespely. The Company recognized losses relatirty¢o
change in fair market value of its interest ratassvof $346 and $935 for the three and six momtesa June 30, 2010, respectively.

The following sets forth the Company's fiol instruments that are accounted for at falwe®n a recurring basis as of June 30, 2011 anermber 31,
2010 (in thousands):

Fair Value Measurements as o
June 30, 2011 Using:

Quoted Prices Significant
In Active Other
Markets for Observable Unobservable
June 30, Identical Assets Inputs Inputs
2011 (Level 1) (Level 2) (Level 3)
Liabilities:
Interest Rate
Swaps $ (1,899 — $ (1,899 —
Fair Value Measurements as of
December 31, 2010 Using:
Quoted Prices Significant
In Active Other
Markets for Observable Unobservable
December 31, Identical Assets Inputs Inputs
2010 (Level 1) (Level 2) (Level 3)
Liabilities:
Interest Rate
Swap $ (3,277) — $ (3279 —

7. Shareholders' Equity
Common Stock

At December 31, 2010, STAG Industrial, Inad 110 shares of common stock outstanding at eghae of $0.01. The shares were redeemed comtlyrre
with the Formation Transactions. On April 20, 20W&, completed the Offering of our common stock. Tfering resulted in the sale of 13,750,000 shafes
our common stock at a price of $13.00 per share.témpany received net proceeds of $166.3 millieftecting gross proceeds of $178.8 million, net of
underwriting fees of $12.5 million. We incurred fimation transaction costs and offering costs of $ildon. On May 13,
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7. Shareholders' Equity (Continued)

2011, the underwriters of the Company's Offeringreised their option to purchase an additional 2880 shares of common stock at $13.00 per share,
generating an additional $26.8 million of grossgeds and $25 million in net proceeds after theeomidters' discount and offering costs. The totalsg
proceeds to the Company from the Offering and ¥ezatse of the overallotment option resulted inragpnately $205.6 million. Total underwriters' dismts,
commissions and offering costs of $17.0 million @fected as a reduction to additional paid-initedin the consolidated balance sheet of the Campé&otal
formation transaction costs incurred and paid & million.

Preferred Stock

The Company is authorized to issue 10,@@ghares of preferred stock at a par value ofi$0ed share. At June 30, 2011, there were no sbéres
preferred stock issued or outstanding.

Restricted Stoc-Based Compensation

Concurrently with the closing of the Offegi we made grants of restricted shares of our ammstock to certain employees of the Company. Thesed:
were made pursuant to our 2011 Equity Incentive Rlze "2011 Plan"). At such time, we granted tohsemployees a total of 80,809 restricted shassate
subject to time-based vesting with a fair valu&b0 million. The awards subject to time-basedimgswill vest, subject to the recipient's continued
employment, in five equal installments on each ansiary of the date of grant. Holders of restricttrtk have voting rights and rights to receivad#inds.
Restricted stock may not be sold, assigned, traresfepledged or otherwise disposed of and is stibjea risk of forfeiture prior to the expiratiofi the
applicable vesting period. The restricted stockyalue on the date of grant is amortized on agditdine basis as stock-based compensation expareehe
service period during which term the stock fullystse

None of the restricted shares were vestenf dune 30, 2011. We recognize non-cash compensatpense ratably over the vesting period, and
accordingly, we recognized $39 in non-cash comgarsaxpense for the period April 20 to June 30, 20Ne recognized zero non-cash compensation
expense for the periods April 1 to April 19, 20Xalanuary 1 to April 19, 2011. Unrecognized corspénn expense for the remaining life of the awaad
$0.9 million. As of June 30, 2011, there were ndefitures of restricted shares.

All of our directors have elected to reeedommon shares in lieu of cash for their feeséoving as members and/or chairmen of various cateesi for
the period ended June 30, 2011 and for the rentaguiarters of 2011.

8. Noncontrolling Interest
Noncontrolling Common Units

Noncontrolling interests in our OperatirgytRership are interests in the Operating Partiyetbat are not owned by us. Noncontrolling int&se®nsisted
of 7,590,000 common units (the "noncontrolling coomunits") and LTIP units of 200,441, which in tatepresented approximately 32.89% of the ownership
interests in our Operating Partnership at Jun€@0]1. The noncontrolling common units were issuddiavalue at the time of the Formation Transamsi for
an issuance price of $13.00 per common unit. Comamits and shares of our common stock have esHgitia same
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8. Noncontrolling Interest (Continued)

economic characteristics in that common units drades of our common stock share equally in the tattincome or loss distributions of our Operating
Partnership. Investors who own common units hageitiht to cause our Operating Partnership to madesy or all of their common units for cash eqoahe
then-current market value of one share of our comstock, or, at our election, shares of our comstonk on a one-for-one basis. All common units will
receive the same quarterly distribution as thespare dividends on common stock.

Upon a material equity transaction in tperating partnership which results in an accretibihe member's capital account to the economigeval
equivalent of the common units, LTIP units will benverted to common units. As of June 30, 2011erafrthe vested LTIP units met the aforementioned
criteria.

The Company periodically adjusts the caigywalue of noncontrolling interest to reflectstsare of the book value of the Operating Partnpr&hich
adjustments are recorded to additional paid intabps a reallocation of noncontrolling interesttia accompanying consolidated statements of equity

LTIP Units

Pursuant to the 2011 Plan, we may granPLHits in the Operating Partnership. LTIP uniteioh we grant either as frestanding awards or together w
other awards under the 2011 Plan, are valued lyae€e to the value of our common stock, and @jestto such conditions and restrictions as our
compensation committee may determine, includindinaad employment or service, computation of finahmetrics and achievement of pre-established
performance goals and objectives. Vested LTIP watsbe converted to common units in the Operaignership on a one-for-one basis. All LTIP units,
whether vested or not, will receive the same qugrper unit distributions as common units, whictuel per share dividends on common stock.

Concurrently with the closing of the Offegi we made grants of LTIP units to certain seaiacutive officers pursuant to the terms of theiplyment
agreements. These awards were made pursuant 8 diiPlan. At such time, we granted to such exeewtfficers a total of 159,046 LTIP units. We also
granted our non-employee, independent directoosahaf 41,395 LTIP units pursuant to the 2011 Plan

On April 20, 2011, a total of 200,441 LTuRits were granted to certain senior executivesramdemployee, independent directors, which veattqdy
over five years, with the first vesting date belume 30, 2011. As of June 30, 2011, there weréonfgitures of LTIP units. The total fair value thfe LTIP
units was approximately $2.3 million at the dateyafnt, which was determined by a lattice binorojation-pricing model based on a Monte Carlo simatat
using a volatility factor of 50% and a risk-fregdrest rate of 3.40%. 10,022 LTIP units were vestete 30, 2011. We recognized $0.1 million in naskc
compensation expense for the period April 20 teeJ3® 2011. We recognized zero non-cash compensatjgense for the periods April 1 to April 19, 2011
and January 1 to April 19, 2011. Unrecognized camptgon expense was $2.2 million.
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We use the two-class method of computimgiegs per common share, which is an earnings ailme formula that determines earnings per share fo
common stock and any participating securities atingrto dividends declared (whether paid or unpait) participation rights in undistributed earnindader
the two-class method, earnings per common shareocanputed by dividing the sum of distributed eagsito common shareholders and undistributed eaning
allocated to common shareholders by the weightedaae number of common shares outstanding forahed

A participating security is defined by GAAB an unvested stock-based payment award corgainimforfeitable rights to dividends and musthauded
in the computation of earnings per share pursuatitet two-class method. Nonvested restricted saockLTIP units are considered participating seiagrias
these share-based awards contain foofeitable rights to dividends irrespective of winer the awards ultimately vest or expire. During period from April 2
to June 30, 2011, there were 80,809 and 190,418stied restricted stock shares and unvested LTIB, uaspectively, that were considered particigatin
securities, which were not dilutive.

The following tables set forth the compiatatof basic and diluted earnings per common sfarthe period April 20 to June 30, 2011 (in thowds,
except per share amounts).

STAG Industrial, Inc.
Period from April 20 to
June 30,

2011

Numerator
Net loss attributable to the Compe $ (3,909

Denominator
Weighted average common shares outstanding

basic and dilute: 15,153,64
Earnings per Common Shar—Basic and

Diluted $ (0.26)

Earnings per share is not presented fopéneds April 1 to April 19, 2011, January 1 torAd9, 2011, and the three and six months ended 30, 2010
as the Offering did not occur until April 20, 2011.

10. Commitments and Contingencies

The Company is subject to various legatpealings and claims that arise in the ordinarysmof business. These matters are generally cobgred
insurance subject to deductible requirements. Mamagt believes that the ultimate settlement ofetfaesions will not have a material adverse effecthe
Company's financial position, results of operationsash flows.

11. Concentrations of Credit Risk

Concentrations of credit risk arise wherueber of tenants related to the Company's invessre rental operations are engaged in similainess
activities, are located in the same geographi®regir have similar economic features that wouldseaheir inability to meet contractual
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11. Concentrations of Credit Risk (Continued)

obligations, including those to the Company, tesineilarly affected. The Company regularly monitdsstenant base to assess potential concentratfarredit
risk. Management believes the current credit risitfplio is reasonably well diversified and doe¢ oontain any unusual concentration of credit rid&.tenant
accounted for more than 7.6% of the Predecessasts tents for the period January 1, to April 19,122@nd no tenant accounted for more than 4.8%eof t
Company's base rents for the period April 20 teeJ8®, 2011. Recent developments in the generabetpiand the global credit markets have had a sagmt
adverse effect on companies in numerous industftles.Company has tenants concentrated in varialusiries that may be experiencing adverse effeats f
the current economic conditions and the Companyjddoe adversely affected if such tenants go infauleon their leases.

12. Related-Party Transactions

On January 31, 2009, STAG Predecessor Gzotgyed into a $4,384 loan agreement with NED iGret. (a related party). The note had an oribina
maturity date of January 31, 2012 and was intenelstthrough the maturity date, at which time aipaid principal and interest was due. The borrowatg
was variable and calculated based on the applitdBIBR rate plus 12.50%. The loan is classifiethates payable to related party on the balance sheet
March 2011, the loan was increased by $789 to 85,Iffe Company assumed approximately $0.6 milliothe loan to NED Credit, Inc. related to the Optio
Properties in the Formation Transactions. STAG &redsor Group expensed $35 and $183 in intereshsgpelated to this note payable for the periods
April 1 to April 19, 2011 and January 1 to April, 18011, respectively, and expensed $149 and $23Béddahree and six months ended June 30, 2010,
respectively. As of June 30, 2011 and Decembe2@10, the Company had $0 and $331, respectiveBgérued and unpaid interest expense which has been
included in accounts payable, accrued expensestaedliabilities on the balance sheets. The ppaldbalance and all accrued interest on this loarewaid ir
full with Offering proceeds on April 20, 2011.

As discussed in Note 5, approximately $dilion of the bridge loan related to the Optioroperties was assumed and paid in full in the Faonat
Transactions.

On June 6, 2007, STAG Predecessor Growgyezhinto a loan guarantee agreement with anaé#ilbf NED Credit Inc. The loan guarantee waster t
Anglo Irish bridge loan dated August 11, 2006 ameaded on June 6, 2007. STAG Predecessor Groupdagrgpay the guarantor an annual fee for the
guarantor's provision of the guaranty in an amegjial to nine percent (9.0%) per annum of the antshg balance of the bridge loan. The Company resgu
$158 and $919 in such guarantee fees, which aleded in interest expense in the income stateméotthe periods April 1 to April 19, 2011 and Janu1 to
April 19, 2011, respectively, and expensed $793%IB82 in such guarantee fees for the three anmenths ended June 30, 2010, respectively. Asioé 30
2011 and December 31, 2010, the Company had $8&602, respectively, in accrued and unpaid bridge guarantee fees included as due to relategpart
on the consolidated balance sheets.

Prior to the Offering, STAG Predecessoruprwas obligated to pay asset management feesA® Shapital Partners, LLC and STAG Capital Partners
Ill, LLC (together, the "Management Company") ims@eration of the Management Company's agreerhanittprovide reasonable and customary advisory
and asset management services to STAG Predecesag. GTAG Predecessor Group expensed $31 andi$kr@h asset management fees for the periods
April 1 to April 19, 2011

F-43




Table of Contents

STAG Industrial, Inc. and STAG Predecessor Group
Notes to Consolidated and Combined Financial Stateemts (Continued)
(unaudited, dollars in thousands)

12. Related-Party Transactions (Continued)

and January 1 to April 19, 2011, respectively, §h80 and $297 for the three and six months endeel 30, 2010, respectively. As of June 30, 2011 and
December 31, 2010, the Company had $0 and, $1§dectvely, in accrued and unpaid asset managefmestwhich have been included in amounts due to
related parties on the balance sheets. Subsequie Formation Transactions, we will no longewuinasset management fees to the Management Company.

As part of the Formation Transactions,@menpany formed a new management company, STAG tnauglanagement, LLC (the "Manager"), which i
subsidiary of the REIT. The Manager is performieg@in asset management services for STAG InvessniehLC ("Fund I1"), an affiliated private, fujt
invested fund that owns 86 properties, with apprmately 13.1 million rentable square feet. The Mamag paid an annual asset management fee baded on
equity investment in the Fund Il assets, which imillially equal 0.94% of the equity investment andy increase up to 1.25% of the equity investnterthe
extent assets are sold and the total remainingyemiestment is reduced.

While most of the real estate assets of GTévestments Ill, LLC ("Fund llI") comprise thesats of the STAG Predecessor Group, Fund Il rethin
ownership of the Option Properties. The Manageremisred into a services agreement with Fund Hépant to which it will manage the Option Propertier
an annual fee of $30,000 per property, and wilvjate the limited administrative services (includigparation of reports for the Fund Ill lender émeestors,
bookkeeping, tax and accounting services) that Flindll require until its liquidation, for an anral fee of $20,000.

STAG Investments IV, LLC ("Fund IV"), asrpaf the STAG Contribution Group, contributed @flits real estate assets to the Company. The Manag
has entered into a services agreement with FungliPguant to which it will provide the limited adnstrative services (including preparation of repdadr the
Fund IV investors, bookkeeping, tax and accoungienyices) that Fund IV will require until its liglation for an annual fee of $20,000.

The due from related parties in the amafi$i737 and the due to related parties in the amofud746 relates to the final prorations calcudaterelation tc
the Formation Transactions and not received or, pagpectively, at June 30, 2011. Both amounts wettéed in July 2011.

13. Subsequent Events

GAAP requires an entity to disclose evehi occur after the balance sheet date but béfanacial statements are issued or are availabte tissued
("subsequent events") as well as the date throdgthwan entity has evaluated subsequent eventse Hne two types of subsequent events. The fipst ty
consists of events or transactions that providétiaddl evidence about conditions that existechatdate of the balance sheet, including the esriaherent
in the process of preparing financial statememtx@gnized subsequent events"). No significantgeized subsequent events were noted. The secoed typ
consists of events that provide evidence aboutitiond that did not exist at the date of the batasiceet but arose subsequent to that date ("nogzed
subsequent events").

The following non-recognized subsequenh&vare noted:

On July 8, 2011, we entered into a paltiate termination agreement with the tenant offagdities, one located in Youngstown, OH and tligeo in
Bardstown, KY. The agreement provides
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13. Subsequent Events (Continued)

that the Youngstown lease terminates effective 30ly2011 and requires the tenant to pay a teriniméte of $1.95 million, which amount is in exce$shree
years base rent.

On July 8, 2011, we entered into a $65daniloan with CIGNA with an interest rate of 5%8per annum, secured by certain properties ncagetired,
scheduled to mature on the eighth anniversaryeofitat draw on the loan ("CIGNA-3").

On July 15, 2011, we paid the second qudrtedend of $0.26 per share to all shareholdérgcord on June 30, 2011 pro-rated to $0.205%pare for
the portion of the quarter the Company was public.

On July 15, 2011, we issued 3,281 sharesmimon stock, with a fair value of $41 for dire&@ompensation. The awards were fully vestedaaitgAll
of our directors elected to receive common shardigu of cash for their fees for serving as meralzard/or chairmen of various committees for théopler
ended June 30, 2011 and for the remaining quaofe811.

On July 18, 2011, we borrowed $13.5 milliorder the credit facility for acquisitions of ressitate assets and other corporate purposes.

On July 19, 2011, we acquired an approxemgat20,690 square foot manufacturing and distrilmutacility located in Portland, Oregon. The fagils
52% leased to Unisource Worldwide, Inc., and 48&6del to Benson Industries, LLC. The purchase pfitiee acquisition was approximately $14.3 million,
excluding closing costs. The purchase was funded)usish on hand and proceeds from our credititiacil

On July 28, 2011, we acquired an approxge805,550 square foot manufacturing and distriloutacility located in Hazelwood, Missouri. Theciiity is
100% leased to Cott Beverages, Inc. The purchase @i the acquisition was approximately $10.7 imil) excluding closing costs. The purchase wasddnd
by assuming existing debt of approximately $7.2iamland by using cash on hand.

On August 4, 2011, we acquired an approteip200,000 square foot warehouse and distributioility located in Norton, Massachusetts. Thelityds
100% leased to Plantation Products LLC. The pueipaise of the acquisition was approximately $Imillion, excluding closing costs. The purchase was
funded by assuming existing debt of $6.2 milliow &y using cash on hand.

For the acquisitions subsequent to Jun@@D] as mentioned above, management has notzédalhe acquisition accounting.
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Report of Independent Registered Public Accountindrirm
To STAG Industrial, Inc.:

We have audited the accompanying combirdghioce sheets of the STAG Predecessor Group asagfiiber 31, 2010 and 2009, and the related com
statements of operations, changes in owners' equity cash flows for each of the three years ip#r@d ended December 31, 2010. In addition, adita
also included the financial statement scheduledig the Index. These financial statements andetfaded schedule are the responsibility of the GTA
Predecessor Group's management. Our responsibitityexpress an opinion on these financial statésrend schedule based on our audits.

We conducted our audits in accordance thighstandards of the Public Company Accounting €lght Board (United States). Those standards redj&
we plan and perform the audits to obtain reasonmdésarance about whether the financial statemeatsee of material misstatement. An audit includes
examining, on a test basis, evidence supportinguth@unts and disclosures in the financial statesnéut audit also includes assessing the accounting
principles used and significant estimates made agagement, as well as evaluating the overall filmhstatement presentation. We believe that ouitaud
provide a reasonable basis for our opinion.

In our opinion, the combined financial staents and financial statement schedule referrabidue present fairly, in all material respects,¢bmbined
financial position of the STAG Predecessor Groupetember 31, 2010 and 2009, and the combinedsesitheir operations and their cash flows forheat
the three years in the period ended December 30 @0conformity with accounting principles genéralccepted in the United States of America.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 15, 2011

F-46




Table of Contents

STAG Predecessor Group
Combined Balance Sheets

(dollars in thousands)

December 31,

2010 2009
Assets
Rental Propert
Land $ 25,08¢ $ 25,08¢
Buildings 173,45¢ 173,45t¢
Tenant improvement 8,191 9,44(
Building improvement: 3,447 2,027
Less: accumulated depreciati (19,26) (14,62¢)
Total rental propert 190,92! 195,38
Cash and cash equivalel 1,567 2,772
Restricted cas 2,571 1,98:
Tenant accounts receivable, 3,72¢ 3,58(
Prepaid expenses and other as 45¢ 58¢
Deferred financing fees, n 11¢ 23t
Leasing commissions, n 13z 32
Deferred leasing intangibles, r 11,507 15,51¢
Due from related partie — 28
Total assets $ 211,00 $ 220,11¢
Liabilities and Owners' Equity
Liabilities:
Mortgage notes payahb $ 203,16t $ 207,74
Notes payable to related pa 4,38¢ 4,38¢
Accounts payable, accrued expenses and otheiitiied 2,68( 2,352
Interest rate swag 3,271 2,99t
Tenant security deposi 625 1,294
Prepaid ren 581 77C
Deferred leasing intangibles, r 97€ 1,497
Due to related partie 3,65: 597
Total liabilities 219,34( 221,63
Owners' deficit (8,33¢) (1,527)
Total liabilities and owners' equity $ 211,00 $ 220,11¢

The accompanying notes are an integral part oethembined financial statements.
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Revenue
Rental income
Tenant recoverie
Total revenue
Expenses
Property
General and administratiy
Real estate taxes and insura
Asset management fe
Depreciation and amortizatic
Loss on impairment of asse
Total expense
Other income (expense
Interest incomt
Interest expens
Loss on interest rate swa
Total other income (expense
Net loss

STAG Predecessor Group
Combined Statements of Operations

(dollars in thousands)

STAG Predecessor Group

Year Ended December 31,

2010 2009 2008
$ 2424¢ $ 2565¢ $ 27,31¢
3,761 4,50¢ 3,951
28,01 30,16¢ 31,27
3,25¢ 5,347 3,00¢
337 47¢ 502
2,86¢ 3,067 2,80¢
60C 60C 61C
9,51¢ 10,25: 12,10¢
— — 3,72¢
16,57« 19,74« 22,76
16 66 14C
(14,11 (14,329 (15,059
(282) (1,720 (1,275)
(14,38) ~ (1598) (16,19
$ (2,94 $ (5560 $ (7,689

The accompanying notes are an integral part oethembined financial statements.
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STAG Predecessor Group
Combined Statements of Changes in Owners' Equity

(dollars in thousands)

Total

Balance December 31, 20 $ 21,58¢
Distributions (7,342)
Net loss (7,689
Balance December 31, 20 6,56(
Distributions (2,527)
Net loss (5,560
Balance December 31, 20 (1,52))
Distributions (3,869)
Net loss (2,94¢)
Balance December 31, 20 $ (8,336

The accompanying notes are an integral part oethembined financial statements.
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STAG Predecessor Group

Combined Statements of Cash Flows

(dollars in thousands)

STAG Predecessor Group
Year Ended December 31,

Cash flow from operating activities
Net loss

2010

2009

2008

$ (2,946 $ (5,560 $ (7,689

Adjustment to reconcile net loss to net cash predidy operating activitie:

Depreciation and amortizatic
Intangible amortization in rental incor
Tenant straight line receivable, t
Loss on impairment of asse
Loss on interest rate swa
Change in assets and liabiliti¢
Tenant accounts receivable,
Leasing commissions, n
Prepaid expenses and other as
Due from related partie

Accounts payable, accrued expenses and otheriitiiad

Tenant security deposi
Due to related partie
Prepaid ren

Total adjustment
Net cash provided by operating activities
Cash flow from investing activities:

Additions of land, buildings and improveme

Proceeds from sale of lai
Restricted cas—escrow

Net cash used in investing activitie
Cash flow from financing activities:

Proceeds from notes payable to related ps

Repayment or mortgage notes pays
Payments of deferred financing fe
Distributions

Net cash used in financing activitie:

Decrease in cash and cash equival
Cash and cash equivale—beginning of yea

Cash and cash equivalen—end of year

Supplemental cash flow information
Cash paid for intere:

Write-off of fully depreciated tenant improvemel

Write-off of accumulated depreciatic

9,59¢  10,70¢  12,61¢
(34) 284 (562)
(641 (819 (1,189
— N s E

282 1,72 1,27F
49€ 81z (413
(101) (5) 11
127 (112) 527

28 17 (11)

32¢ 33¢ 54
(671) ) 87
3,05¢ 425 33
(18¢) 59¢ (45)
12,280 ~ 13,92¢ 16,11
933 836f 8431
(1,500 (1,299  (386)
(588  (797) (25)
(2,089 ~ (2,040 (1))
— 438 —
(4587 (8,430 (1,182
— (354) —
(3,869 (2,521) (7,349
(8451) (6,92) (8,529
(1205 ~ (596  (509)
2,77  3,36f  3,87:
$ 1561 $ 2,77: $ 3,36¢
$10,96¢ $13,487 $ 14,53
$ 1,328 184 39€
$ 1,11c 33 22

The accompanying notes are an integral part oktbembined financial statements.
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STAG Predecessor Group
Notes to Combined Financial Statements

(dollars in thousands)
1. Organization and Description of Business

STAG Predecessor Group (the "predecessoedcounting purposes), is not a legal entity,gboollection of 45 real estate entities and hadiaf STAG
Investments lll, LLC. STAG Predecessor Group isagagl in the business of owning, leasing and operaéial estate consisting primarily of industrial
properties located throughout the United State®AGPredecessor Group generates the majority ofusnue by entering into long-term, triple-net &sawith
local, regional, and national companies.

STAG Predecessor Group is the predece$SFAG Industrial, Inc. (the "Company"). Concurravith an initial public offering (the "Offering")fahe
common stock of the Company, which is expectecetodmpleted in 2011, the Company and a newly formajbrity owned limited partnership, STAG
Industrial Operating Partnership, L.P. (the "OpeagPartnership”), together with the partners d@mtesholders of the affiliated partnerships and emtons of
the Company and other parties which hold diredhdirect interests in the properties (collectivelye "Participants"), will engage in certain forinat
transactions (the "Formation Transactions"). Theti€pants will elect to take either stock in ther@pany, or limited partnership units in the Opegti
Partnership pursuant to the Formation Transactibms.Formation Transactions are designed to (i)icoe the operations of STAG Predecessor Group,
(ii) enable the Company to raise the necessaryatdpiacquire interests in certain other propsrtiepay mortgage debt relating thereto and pagroth
indebtedness, (iii) fund costs, capital expendgwed working capital, (iv) provide a vehicle fatdre acquisitions, (v) enable the Company to cgmgth
requirements under the federal income tax lawsregdlations relating to real estate investmentstend (vi) preserve tax advantages for certaitidfzants.

The operations of the Company will be etron primarily through the Operating Partnershifs the intent of the Company to elect the statiuand
qualify as a REIT under the Sections 856 through &&he Internal Revenue Code of 1986, as amer®EAG Industrial GP, LLC, a wholly owned subsidii
of the Company, will be the sole general partneh@éOperating Partnership. The Company after ehepdetion of the Formation Transactions will beyful
integrated, self-administered and self-managed.

The properties included as part of STAGJBoessor Group were acquired in the following ararteleven properties during the three monthsande
December 31, 2006; one property during the threethsoended March 31, 2007; thirteen propertiesndutie three months ended June 30, 2007; thirteen
properties during the three months ended SepteBhe&007; and nineteen properties during the threeths ended December 31, 2007.

2. Summary of Significant Accounting Policies
Basis of Presentation

The accompanying combined financial statésbave been presented in conformity with accagngrinciples generally accepted in the Unitedestalf
America ("GAAP"). All significant intercompany balees and transactions have been eliminated inciimbioation of entities. These financial statemanés
presented on a "carve-out" or combined basis,Ifgreaiods prior to our carve-out and comprise ¢benbined historical financial statements of thasfarred
collection of real estate entities and holdings.
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STAG Predecessor Group
Notes to Combined Financial Statements (Continued)
(dollars in thousands)
2. Summary of Significant Accounting Policies (Cornnhued)
Estimates

The preparation of the financial statemémtsonformity with GAAP requires management to maktimates and assumptions that affect the reporte
amounts of assets and liabilities and disclosumaofingent assets and liabilities at the datdeffinancial statements and the reported amournsvehue and
expenses during the reporting period. Actual restould differ from those estimates.

Rental Property and Depreciation

Rental property is carried at cost. Thepprties are reviewed on a periodic basis for immpeirt and a provision is provided for if impairmeats
identified. To determine if an impairment may ex8TAG Predecessor Group reviews its propertiesdertifies those that have had either an evenhahge
or event of circumstances warranting further assess of recoverability (such as a decrease in coey). If further assessment of recoverabilityesaed,
STAG Predecessor Group estimates the future nbtflags expected to result from the use of the prgpand its eventual disposition, on an individual
property basis. If the sum of the expected futwiecash flows (undiscounted and without interesrgés) is less than the carrying amount of thegngmpn ar
individual property basis, STAG Predecessor Groilpracognize an impairment loss based upon thienesed fair value of such property as comparedsto i
current carrying value. For properties considereld for sale, STAG Predecessor Group ceases dapnecthe properties and values the propertielseatawel
of depreciated cost or fair value, less costs$pase. If circumstances arise that were previce@hgidered unlikely, and, as a result, STAG PreskareGroup
decided not to sell a property previously clasdifis held for sale, STAG Predecessor Group wilassify such property as held and used. Such projser
measured at the lower of its carrying amount (adpifor any depreciation and amortization expehaewould have been recognized had the property bee
continuously classified as held and used) or falue at the date of the subsequent decision regltoSTAG Predecessor Group classifies propeaseseld for
sale when all criteria within the Financial AccauagtStandards Board's (the "FASB") Accounting StaddCodification ("ASC") 36®roperty, Plant and
Equipmen("ASC 360") (formerly known as Statement of Finah@dccounting Standard ("SFAS") No. 14ccounting for the Impairment or Disposal of
Long-Lived Asset} are met.

Depreciation expense is computed usingttaéght-line method based on the following uséfids:

Buildings 40 years

Building and land 5-20 years

improvement:

Tenant improvement Shorter of useful life or terms of related le

Expenditures for tenant improvements, leakkimprovements and leasing commissions areal&ggtl and amortized or depreciated over the shofte
their useful lives or the terms of each specifask Repairs and maintenance are charged to expbéesancurred. Expenditures for improvements are
capitalized.

STAG Predecessor Group accounts for allia@gpns in accordance with ASC 8@usiness Combinationgformerly known as SFAS No. 141(R)). The
FASB issued ASC 805 to improve the relevance, ssgprational faithfulness, and comparability of itifermation that a reporting entity
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STAG Predecessor Group
Notes to Combined Financial Statements (Continued)
(dollars in thousands)

2. Summary of Significant Accounting Policies (Cornnhued)

provides in its financial reports about a businemsbination and its effects. The statement is tafgied prospectively to business combinationsvoich the
acquisition date is on or after the beginning effihst annual reporting period beginning on oeafdbecember 15, 2008. STAG Predecessor Group atlopte
ASC 805 on January 1, 2009 and the adoption dithawe a material effect on the combined finandatesents.

Upon acquisition of a property, STAG Preztmor Group allocates the purchase price of theeptypbased upon the fair value of the assetsiahilities
acquired, which generally consist of land, buildingenant improvements and intangible assets imgud-place leases, above market and below méekses
and tenant relationships. STAG Predecessor Grdogedés the purchase price to the fair value otdhgible assets of an acquired property by valttieg
property as if it were vacant. Acquired above aelbly market leases are valued based on the presieiet of the difference between prevailing markges
and the in-place rates measured over a period égtia remaining term of the lease for above ntddases and the initial term plus the term of belpw
market fixed rate renewal options for below matkases that are considered bargain renewal opfidresabove market lease values are amortized as a
reduction of rental income over the remaining tefithe respective leases, and the below markeg fealsies are amortized as an increase to ren@hieover
the remaining initial terms plus the terms of aejolv market fixed rate renewal options that arestered bargain renewal options of the respectiasds.

The purchase price is further allocatethiplace lease values and tenant relationshipsdbas&TAG Predecessor Group's evaluation of theifspe
characteristics of each tenant's lease and itathvetationship with the respective tenant. Thiigaf in-place lease intangibles and tenant @hatiips, which
are included as components of deferred leasinggittées are amortized over the remaining lease fard expected renewal periods of the respectaseléor
tenant relationships) as adjustments to depreoiatia amortization expense. If a tenant terminiétdsase early, the unamortized portion of leasing
commissions, above and below market leases, thiaoe lease value and tenant relationships are diatedy written off.

Cash and Cash Equivalents

Cash and cash equivalents consist of cadthighly liquid short-term investments with origlrmaturities of three months or less. STAG Prestsme
Group maintains cash and cash equivalents in USitates banking institutions that may exceed ansomstired by the Federal Deposit Insurance Corjporat
While STAG Predecessor Group monitors the casmbafain its operating accounts, these cash bal@ocds be impacted if the underlying financial
institutions fail or are subject to other adverseditions in the financial markets. To date, STA®decessor Group has experienced no loss or laatceks t
cash in its operating accounts.

Restricted Cash

Restricted cash includes security depeasitscash held in escrow for real estate taxes apitht improvements as required in various mortdaga
agreements.
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STAG Predecessor Group
Notes to Combined Financial Statements (Continued)
(dollars in thousands)
2. Summary of Significant Accounting Policies (Cornnhued)
Tenant Accounts Receivable, net

STAG Predecessor Group maintains an allodor estimated losses that may result from thbility of tenants to make required payments.tdraant
fails to make contractual payments beyond any alme, STAG Predecessor Group may recognize bacgpénse in future periods equal to the amount of
unpaid rent and deferred rental income. As of Ddmmam31, 2010 and 2009, STAG Predecessor Grouprhaticavance for doubtful accounts of $198 and
$1,920, respectively.

STAG Predecessor Group accrues rental tevearned but not yet receivable in accordance @A&AP. As of December 31, 2010 and 2009, STAG
Predecessor Group had accrued rental revenue3fGand $2,515, respectively, which is reflectetbimant accounts receivable, net on the accompanyin
balance sheets. STAG Predecessor Group mainta@oarance for estimated losses that may resutt filwose revenues. If a tenant fails to make cotutahc
payments beyond any allowance, STAG PredecessampGnay recognize bad debt expense in future pedqdal to the amount of unpaid rent and accrued
rental revenue. As of December 31, 2010 and 2008GSPredecessor Group had an allowance on accargdl revenue of $250 and $96, respectively.

As of December 31, 2010 and 2009, STAG &gesssor Group had a total of approximately $2,16P%2,490, respectively, of total lease securigilable
on existing letters of credit; and $623 and $1,284dpectively, of security available in securitypdsits.

Deferred Financing Fees

Costs incurred in obtaining mortgage npi@gable are capitalized. The deferred financing Bee amortized to interest expense over the fifeeo
respective loans. Any unamortized amounts upory eapayment of mortgage notes payable are writteim éhe period of repayment. For the years ended
December 31, 2010, 2009 and 2008, amortizatiorefe#rced finance charges included in interest experas $117, $466, and $522, respectively. Fully
amortized deferred charges are removed from thksbopon maturity of the underlying debt.

Fair Value of Financial Instruments

Financial instruments include cash and eaglivalents, tenant accounts receivable, intea¢stswaps, accounts payable, other accrued expande
mortgage notes payable. The fair values of the aadircash equivalents, tenant accounts receivatdeunts payable and other accrued expenses ampatexi
their carrying or contract values. See Note 4 fierfair values of the mortgage notes payable. Stte Blfor the fair value of interest rate swapse Tarrying
value of notes payable to related parties apprabasfair value.

Derivative Financial Instruments and Hedging Activties

STAG Predecessor Group entered into intea¢s swaps to hedge against interest rate ristsoariable rate loan with Anglo Irish Bank
Corporation Limited ("Anglo Irish Bank"). The in&st rate swaps are contracts to fix, for a perfdiree, the LIBOR component of the loan and allaw fiet
settlement. As of December 31, 2010 and 2009, SPAgslecessor Group was party to separate intetestwaps with notional amounts of $157,815 each.
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STAG Predecessor Group
Notes to Combined Financial Statements (Continued)
(dollars in thousands)
2. Summary of Significant Accounting Policies (Cornnhued)

STAG Predecessor Group accounts for its@st rate swaps in accordance with ASC 8Esjvatives and Hedging(formerly known as SFAS No. 133,
Accounting for Derivative Instruments and Hedgirgjiities, as amended by SFAS No. 13&counting for Certain Derivative Instruments aner@in
Hedging Activities. On January 1, 2009, STAG Predecessor Group atl@RAS No. 161Disclosures about Derivative Instruments and Heddhativities,
an Amendment of FASB Statement No.(8FAS 161), which changes the disclosure requirésrfen derivative instruments and hedging actigiti€he
adoption of SFAS 161 (now included in ASC 815) dad have a material impact on STAG Predecessor@oasults of operations or financial condition.

STAG Predecessor Group has designatedtiiest rate swaps as non-hedge instruments fouating purposes. Accordingly, STAG Predecessouro
recognizes the fair value of the interest rate saspsset or liability on the combined balancetsheih the changes in fair value recognized indbebined
statements of operations.

By using interest rate swaps, STAG PredsweSroup exposes itself to market and credit W&krket risk is the risk of an adverse effect omalue of a
financial instrument that results from a changaiarest rates. Credit risk is the risk of failafethe counterparty to perform under the termdefdontract.
STAG Predecessor Group minimizes the credit rishtierest rate swaps by entering into transactvatis high-quality counterparties whose credit rgtia
higher than Bbb. STAG Predecessor Group's expasurnedit risk at any point is generally limitedamounts recorded as assets or liabilities onahgbined
balance sheets.

Revenue and Gain Recognition

Rental revenue is recognized on a strdightbasis over the term of the lease when collglitiais reasonably assured in accordance with GAA
Differences between rental revenue earned and asdue under the lease are charged or creditehpisable, to accrued rental revenue. Additiorats
from expense reimbursements for insurance, realeeixes and certain other expenses are recognitieel period in which the related expenses azerhed.

Certain tenants are obligated to make paysfer insurance, real estate taxes and certher @xpenses and these costs, which have beenestyrthe
tenants under the terms of their respective leasesjot reflected in STAG Predecessor Group's awdlfinancial statements. To the extent any tenant
responsible for these costs under their respeldase defaults on their lease or it is deemed pletiaat they will fail to pay for such costs, wewid record a
liability for such obligation. The Company estinmtbat real estate taxes which are the resporgibfliall such tenants were approximately $1,826 $h,868
for the years ended December 31, 2010 and 20Q8ectgely. STAG Predecessor Group does not recegeizovery revenue related to leases whereby the
tenant has assumed the cost for real estate fagasance, and certain other expenses.

Rental revenue from month-to-month leasdeases with no scheduled rent increases or attjastments is recognized on a monthly basis whemee.

Lease termination fees are recognized stnagéght line basis over the revised lease terterasination revenue when the tenants provide matifbn of
their intent to terminate their lease, STAG PredsoeGroup has no continuing obligation to prowdevices to such former tenants and
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2. Summary of Significant Accounting Policies (Cornnhued)

STAG Predecessor Group believes amounts are dbleecBTAG Predecessor Group has no lease terrmegivenue for the periods presented.
Segment Reporting

STAG Predecessor Group manages its opesabio a consolidated, single segment basis forggepof assessing performance and making operating
decisions and accordingly, has only one reporteggrent.

Income Taxes

STAG Predecessor Group represents a cotityinaf entities that are limited liability compasi Generally, absent an election to the conteary,LC is
treated as a partnership or a disregarded entdgrapplicable federal and state income tax rdlbsrefore, the allocated share of net income @& fiasn the
limited liability companies is reportable in thee@me tax returns of the respective member or mesnBecordingly, no income tax provision is includadhe
accompanying combined financial statements.

STAG Predecessor Group adopted the audtiggtguidance on accounting for and disclosunenakrtainty in tax positions (ASC 740, "Accountiiog
Uncertainty in Income Taxes", (formerly FIN 48, "tértain Tax Positions")) on January 1, 2009, whegfuired STAG Predecessor Group to determine
whether a tax position is more likely than not éodustained upon examination, including resoludibany related appeals or litigation processesdhas the
technical merits of the position. For tax positiomeeting the more likely than not threshold, theamount recognized in the financial statementedsiced by
the largest benefit that has a greater than fiécent likelihood of being realized upon ultimaggtiement with the relevant taxing authority. STR@&decessc
Group has determined that there was no effect@fitancial statements from its adoption of thithaditative guidance.
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3. Deferred Leasing Intangibles
Deferred leasing intangibles included iratassets consist of the following:

December 31,

2010 2009
In-place lease $ 11,594 $ 13,217
Lease: Accumulated amortizati (6,369 (6,09¢)
In-place leases, n 5,231 7,121
Above market lease 2,70t 3,56¢
Less: Accumulated amortizatic (1,359 (1,730
Above market leases, n 1,351 1,83¢
Tenant relationship 3,28t 3,90¢
Less: Accumulated amortizatic (1,459 (1,25¢)
Tenant relationships, n 1,831 2,65(
Lease commissio 5,492 5,93¢
Less: Accumulated amortizatic (2,399 (2,030
Lease commission, n 3,09¢ 3,90¢
Total deferred leasing intangibles, | $ 11,507 $ 15,51¢

Deferred leasing intangibles included im tmtal liabilities consist of the following:

December 31,

2010 2009
Below market lease $ 2,65¢ $ 2,88(
Less: Accumulated amortizatic (1,680 (1,389
Total deferred leasing intangibles, | $ 97€ $ 1,497

The decrease in total deferred lease initéagy net relates to tenant lease expirationdessk terminations. It is STAG Predecessor Grqaglisy to write
off the deferred lease intangibles when a leas&expr a tenant's lease is terminated in the gevigich the expirations or termination occurred.

Amortization expense related to in-placesks, lease commissions and tenant relationshigiesferired leasing intangibles was $3,524, $4,126%a0427
for the years ended December 31, 2010, 2009 angl 286pectively. Rental income increased (decr@dseti34, ($284), and $563 related to net amortimat
of above (below) market leases for the years eas@mber 31, 2010, 2009 and 2008, respectively.
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3. Deferred Leasing Intangibles (Continued)

Amortization related to deferred leasingngibles over the next five years is as follows:

Estimated Net Amortization Net Decrease (Increase) to Rental
of In-Place Leases and Revenue Related to Above and
Tenant Relationships Below Market Leases
2011 $ 230z $ 38
2012 1,79¢ 10€
2013 1,24¢ 11€
2014 911 14
2015 747 (14)

4. Mortgage Notes Payable

Payments on mortgage notes are generaflyrdmonthly installments of principal amortizatiand interest. A summary of mortgage notes payablaf
December 31, 2010 and 2009 follows:

Principal Principal
outstanding as of outstanding as of
December 31, December 31,

Loan 2010 2009 Maturity
Anglo Irish Variable Amoun $ 10,95¢ $ 14,74t  Jar-31-2012
Anglo Irish Fixed Amoun 157,81! 157,81 Jar-31-201Z
Anglo Irish Bridge Loar 34,397 35,18¢ Jar-31-201Z

$ 203,16¢ % 207,74¢

STAG Predecessor Group is party to a mésseragreement with Anglo Irish Bank. The agreernhewl an original maturity date of August 10, 2009.
According to the original loan agreement, all loanger the loan agreement were interest only thrdlbig maturity date, at which time all unpaid pijra¢ and
interest was scheduled to be due. The borrowirggwas variable and calculated based on the ap{#itdBOR rate plus 1.75%.

In January 2009 the terms of the mastaer &mgeement were amended. The current terms dteghiat interest and principal payments are to aden
monthly based on a 25-year amortization schediie.ldan also requires a capital improvement estodve funded monthly in an amount equal to the
difference between the payments required unde23hgear amortizing loan and a 20-year amortizireplAdditionally, a $4,384 principal payment wasdea
on the loan prior to commencing monthly principayments. The maturity date was extended to Jar8igr2012. Notwithstanding the interest rate swap
transactions discussed below, the borrowing ratarigble and calculated based on the applicalB®R rate plus 3.00%. As of December 31, 2010 a®20
the outstanding balance under this loan agreemasithd/68,769 and $172,560, respectively. The LIB&XR as of December 31, 2010 and December 31, 2009
was 0.26% and 0.24%, respectively.

On May 1, 2008 STAG Predecessor Group edtrto an $87,678 notional amount interest rat@pstnansaction with Anglo Irish Bank. STAG
Predecessor Group swapped $87,678 of the outstadebt under the loan agreement to a fixed ragaif5%. The swap terminated on August 11, 2009.
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4. Mortgage Notes Payable (Continued)

On February 5, 2009 STAG Predecessor Geotgred into a forward swap agreement with AngkhlBank. The terms of this agreement stipulated th
on August 11, 2009, $157,815 of the outstanding deder this loan agreement converted to a fixéel082.165% plus the loan spread of 3.00% (5.165%)
The swap terminates on January 31, 2012.

STAG Predecessor Group is also party tadgé loan agreement with Anglo Irish Bank. Then@greement had an original maturity date of
December 31, 2007. The original terms stipulated tiie loan was interest only through the matwtétie, at which time all unpaid principal and ing¢n@as to
be due. The borrowing rate was variable and caiedlbased on the applicable Libor rate plus 3.00%.

In January 2009 the terms of the bridge lagreement were amended. The current terms depthiat interest and principal payments are to adem
monthly based on a 25-year amortization schedule.l@an also requires a capital improvement est¢odve funded monthly in an amount equal to the
difference between the payments required unde2%kgear amortizing loan and a $8ar amortizing loan. The maturity date of the peidoan was extended
January 31, 2012. The current borrowing rate igaée and calculated based on the applicable LIB&R plus 4.25%. As of December 31, 2010 and 2069 t
outstanding balance under this loan agreement @48%$7 and $35,188, respectively.

The master loan and bridge loan are bollatecalized by the specific properties financedemthe loans and a first priority collateral arsignt of the
specific leases and rents. The bridge loan isalbfect to a collective, joint and several repayngemranty by two individual related parties of SFA
Predecessor Group. These loans are subject tancBnencial covenants. STAG Predecessor Groupivasmpliance with all financial covenants as of
December 31, 2010 and 2009. Management continuousiyjtors the STAG Predecessor Group's currentatidipated compliance with the covenants. While
STAG Predecessor Group currently believes it withain in compliance with its covenants, in the ¢wém continued slow-down or continued crisistia t
credit markets, the STAG Predecessor Group map&able to remain in compliance with such covendntthese events, if the lender would not provade
waiver, it would result in an event of default.

Annual principal payments due under morégagtes over the next 5 years are as follows:

2011 $ 4,807
2012 198,35¢
2013 —
2014 —
2015 —

Total $ 203,16¢

For purposes of financial reporting disales, STAG Predecessor Group calculates the fhieva mortgage notes payable. The fair valuesT&&
Predecessor Group's mortgage notes payable wemenieéd by discounting the future cash flows ugirgcurrent rates at which loans would be made to
borrowers with similar credit ratings for loans kvitimilar remaining maturities and similar loanvilue ratios. The following table presents the aggte
carrying value of STAG Predecessor
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4. Mortgage Notes Payable (Continued)

Group's mortgage notes payable and STAG Predec@ssap's corresponding estimate of fair value aexfember 31, 2010 and 2009:

December 31, 2010 December 31, 2009
Carrying Fair Carrying Fair
Amount Value Amount Value
$203,16¢ $200,86¢ $207,74¢ $203,99¢

5. Use of Derivative Financial Instruments

STAG Predecessor Group's use of derivatisteuments is limited to the utilization of intsteate agreements to manage interest rate risksexgs and
not for speculative purposes. The principal objectf such arrangements is to minimize the riskf@rcosts associated with STAG Predecessor Group's
operating and financial structure, as well as tigeespecific transactions.

A summary of the fair values of intereserswaps outstanding as of December 31, 2010 &b@l i2@&s follows:

Fair Value Fair Value
December 31, December 31,
Notional Amount 2010 2009
Anglo Master Loan
Swap $ 157,81 $ (327) $ (2,99

STAG Predecessor Group adopted the fairevaleasurement provisions as of January 1, 200&fmterest rate swaps recorded at fair value iéw
guidance establishes a three-tier value hieramhigh prioritizes the inputs used in measuring Vailue. These tiers include: Level 1, defined aseolmble
inputs such as quoted prices in active marketseL2yvdefined as inputs other than quoted pricexiive markets that are either directly or indisec
observable; and Level 3, defined as unobservapligsnn which little or no market data exists, #fere requiring an entity to develop its own asstioms. As
of December 31, 2010 and 2009, STAG PredecessamGpoplied the provisions of this standard to thkiation of its interest rate swaps, which arecthy
financial instruments measured at fair value oecairring basis.

During the years ended December 31, 20009 2nd 2008, STAG Predecessor Group recognizeddaslating to the change in fair market valuigsof
interest rate swaps of $282, $1,720 and $1,27pentively.
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5. Use of Derivative Financial Instruments (Contined)

The following sets forth STAG Predecessmou®'s financial instruments that are accountefdair value on a recurring basis as of Decer8lie£2010
and 2009:

Fair Value Measurements as of
December 31, 2010 Using:

Quoted Prices Significant
In Active Other
Markets for Observable Unobservable
December 31 Identical Assets Inputs Inputs
2010 (Level 1) (Level 2) (Level 3)
Liabilities:
Interest Rate
Swap $ 3,271 — $ 327 —
Fair Value Measurements as of
December 31, 2009 Using:
Quoted Prices Significant
In Active Other
Markets for Observable Unobservable
December 31, Identical Assets Inputs Inputs
2009 (Level 1) (Level 2) (Level 3)
Liabilities:
Interest Rate
Swap $ 2,99¢ — $ 2,99 —

6. Minimum Future Rental Revenue

STAG Predecessor Group leases space totseoiamarily under non-cancelable operating leaségch generally contain provisions for a basd puas
reimbursement for certain operating expenses.

Future minimum base rentals on non-canéelaerating leases as of December 31, 2010, dodlaws:

2011 $ 21,447
2012 18,51(
2013 14,16(
2014 11,03(
2015 9,63:

The above future minimum lease paymenttudectenant reimbursements, amortization of defiereat receivables and above/below-market lease
intangibles. Some leases are subject to terminaftions. In general, these leases provide foritetion payments should the termination options be
exercised. The above table is prepared assumitigopions are not exercised.

7. Commitments and Contingencies

STAG Predecessor Group is subject to variegal proceedings and claims that arise in thmary course of business. These matters are dgnera
covered by insurance subject to deductible requereasa Management believes that the ultimate setti¢iof these actions will not have a material askwer
effect on STAG Predecessor Group's financial pmsitiesults of operations or cash flows.
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8. Concentrations of Credit Risk

Concentrations of credit risk arise whatuenber of tenants related to STAG Predecessor Grawgestments or rental operations are engagsinitar
business activities, are located in the same gpbgraegion, or have similar economic features tatild cause their inability to meet contractudigstions,
including those to STAG Predecessor Group, to indaily affected. STAG Predecessor Group regularbnitors its tenant base to assess potential
concentrations of credit risk. Management belighiescurrent credit risk portfolio is reasonably heilersified and does not contain any unusual eatration
of credit risk. No tenant accounted for 5% or moff&TAG Predecessor Group's rents during 2010, ,20088. Recent developments in the general economy
and the global credit markets have had a signifiadmerse effect on companies in numerous indsst88AG Predecessor Group has tenants concentnated
various industries that may be experiencing adveffeets from the current economic conditions af&S Predecessor Group could be adversely affe€ted i
such tenants go into default on their leases.

9. Impairment Charges

STAG Predecessor Group adopted the fairevaleasurement provisions as of January 1, 2008éampairment of long-lived assets recorded iat fa
value. In connection with the periodic review o ttarrying values of STAG Predecessor Group's plieseSTAG Predecessor Group determined during the
year ended December 31, 2008 that an impairmesitinathe amount of $3,728 should be recorded fakGPredecessor Group's property located in Daytona
Beach, Florida. The determination that an impairmnhess should be recorded was made as a resulieofaat default and subsequent vacancy.

The following table presents informatioroabSTAG Predecessor Group's impairment chargdaancharket value of the asset which was measured i
accordance with GAAP for the year ended DecembgP@08. The table indicates the fair value hierammhthe valuation techniques STAG Predecessor srou
utilized to determine fair value. Fair value wasedeined by estimating the future cash flows frdw& property discounted to the present value usiiga@unt
rate commensurate with the risks involved in thoessh flows.

Fair Value Measurements as of
December 31, 2008 Using:

Quoted Significant
in Active Other
Markets for Observable Unobservable
December 31, Identical Assets Inputs Inputs Impairment
2008 (Level 1) (Level 2) (Level 3) Charge
Daytona Beach, FL proper $ 188: $ — $ — $ 1,88 $ (3,72¢

10. Related-Party Transactions

On January 31, 2009, STAG Predecessor Gzotgred into a $4,384 loan agreement with NED i€ret. (a related party). The note has an origina
maturity date of January 31, 2012 and is interabt through the maturity date, at which time alpaid principal and interest due. The borrowing rate
variable and calculated based on the applicabl®©RBate plus 12.50%. In the event of default, atstanding amounts shall bear interest at the cgdgk
LIBOR rate plus 16.50%. The loan is classified afea payable to related party on the combined balaheets. STAG Predecessor Group expensed $569 anc
$521 in interest expense related to this note dayfabthe years ended December 31, 2010 and 268pectively. As of December 31, 2010 and 2009, GTA
Predecessor
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10. Related-Party Transactions (Continued)

Group had $331 and $375, respectively, in accrneduapaid interest expense which has been inclidadcounts payable, accrued expenses and other
liabilities on the combined balance sheets.

On June 6, 2007, STAG Predecessor Growgrezhinto a loan guarantee agreement with ana#ilbf NED Credit Inc. (related party). The loamgantee
is for the Anglo Irish Bank bridge loan dated Augl$, 2006 and amended on June 6, 2007. STAG RrsslecGroup agreed to pay the guarantor an aneg
for the guarantor's provision of the guaranty iraamount equal to nine per cent (9.0%) per annutheobutstanding balance of the bridge loan. STAG
Predecessor Group expensed $3,129, $3,241 and4$8,38ch guarantee fees for the years ended Dexre3ib 2010, 2009 and 2008, respectively. As of
December 31, 2010 and 2009, STAG Predecessor Galifs3,501 and $425, respectively, in accrued apdid bridge loan guarantee fees included in due to
related parties on the combined balance sheets.

STAG Predecessor Group is obligated togssgt management fees to STAG Capital Partners dddCSTAG Capital Partners 1ll, LLC (collectivelyet
"Manager") in consideration of the Manager's agmernthat it shall provide reasonable and custoradwsory and asset management services to STAG
Predecessor Group. The management fee is payadteedy in arrears on the first business day oheatceeding calendar quarter. Each quarterlylimstat
of the management fee is equal far of onequarter of one percent (0.0625%) of the aggregajeisition costs of all investments of STAG Predsoe Group
with the acquisition costs of investments madeotdt during such quarter calculated on a weightestaye basis according to the point during the quarhen
such investments were made or sold.

STAG Predecessor Group expensed $600, $0®610 in such asset management fees for the gaded December 31, 2010, 2009 and 2008,
respectively. As of December 31, 2010 and 2009, G Phedecessor Group had $151 and, $172, respgciiveiccrued and unpaid asset management fees,
which have been included in amounts due to relpseties on the combined balance sheets.

STAG Predecessor Group is obligated tolbaise certain expenses related to STAG Predec&seap's operations incurred by the Manager (or its
designated Affiliate). STAG Predecessor Group egpai$12, $82 and $86 in legal costs incurred byvtheager for the years ended December 31, 201®, 200
and 2008, respectively.

STAG Predecessor Group was required taapguisition service fees to the Manager upon tlygiaition of properties, in an amount of 1% of Gess
Acquisition Price of such property (as definedhie Operating Agreement). No acquisitions were nia@®10, 2009 or 2008.

11. Subsequent Events

STAG Predecessor Group has evaluated gr@®and transactions that have occurred throughuBey 15, 2011, the date the financial statemerte
available to be issued, and noted no items reguatjustment of the financial statements or adatialisclosure.
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SCHEDULE 11l

REAL ESTATE AND ACCUMULATED DEPRECIATION

Costs
Capitalized Gross Amount Carried at
Subsequent ___Close of Period 12/31/10

to Accumulated
Initial Cost Acquisition
and Depreciation
Valuation  Building and Year
Building Address City/State  Encumbrances Building Land  Provision Improvements Land Total 12/31/10  Acquired
1515 East State Road 8 Albion, IN 9,11¢ 8,24t 1,06t — 8,24t 1,06t 9,31( 813 200¢
37 Hunt Road Amesbury,
MA 5,12¢ 3,62¢ 1,02: — 3,62: 1,02z 4,54t 28€ 2007
2111 N. Sandra Stre Appleton, WI 4,50¢ 3,91€ 49t 888 4,24¢ 498 4,74« 464 2007
3311 Pinewood Driv: Arlington, TX 2,82( 2,45t 413 — 2,45t 412 2,86¢ 242 2007
365 McClurg Road Boardman,
OH 3,84( 3,48z 282 59€ 4,07¢ 282 4,36( 304 2007
8401 Southern Blvd Boardman,
OH 2,02¢ 1,98C 192 — 1,98 192 2,17 157 2007
818 Mulberry Stree Canton, OF 5,871 5,07¢  58€ 85 5,16 586 5,74¢ 501 2007
50501/50371/50271/509 Chesterfield,

E. Russell Schmic MI 9,58¢ 8,07¢ 1,44¢ 604 8,677 1,44¢ 10,12¢ 1,08: 2007
1011 Glendale Milford  Cincinnati,

Road OH 5,22; 517z 384 31 520 384 5,581 48E 2007
4646 Needmore Roe Dayton, OH 4,05¢ 3,65( 391 — 3,65( 391 4,041 59€ 2007
530 Fentress Boulevard Daytona

Beach, FL 5,92( 878 1,237 42 917 1,237 2,15¢ 221 2007
53105 Marina

Drive/23590 CR¢ Elkhart, IN 4,08( 3,771 447 161 3,93¢ 447 4,38t 343 2007
6051/2311 North Lee Fairfield,

Highway VA/Lexington,

VA 3,28¢ 2,71¢ 354 177 2,89¢ 354 3,25 27€ 2007
5786 Collett Road Farmington,

NY 5,48¢ 5,34z 41C — 5,34z 41C 5,75: 488 2007
One Fuller Way Great Bend,

KS 7,981 7,22z 1,06t — 7,22z 1,06t 8,281 68¢ 2007
900 Brooks Avenur Holland, Ml 5,83¢ 5,23¢ 48¢ 497 5,732 48¢ 6,221 57¢ 2007
414 E. 40th Stree Holland, MI 4,417 4,046 497 — 4,046 497 4,54% 434 2007
1102 Chastain Drive/47¢

1-55 North Jackson, M¢ 4,75¢ 4,06¢ 968 56% 4,63: 968 5,601 372 2007
165 American Wa Jefferson, NC 2,96( 2,878 11¢ — 2,87t 118 2,99 257 2007
19 Mollison Way Lewiston, ME 5,232 5,51¢ 173 23¢ 5,75: 173 5,92¢ 581 2007
243/219 Medford Stre¢  Malden, MA 7,428 6,77¢ 873 — 6,77¢ 873 7,651 622 2007
800 Pennsylvania Avent Salem, O+ 7,332 6,84¢ 858 — 6,84¢ 858 7,707 614 200¢€
605 Fourth Stree Mayville, WI 4,71¢ 4,11¢ 547 — 4,11¢ 547 4,66t 371 2007
8900 N. 55th Street Milwaukee,

Wi 4,49t 4,09( 45€ — 4,09( 45€  4,54¢ 352 2007
200 West Capitol Drive  Milwaukee,

Wi 6,04¢ 5,287 1,04¢ 5 5,28¢ 1,04¢ 6,33¢ 635 2007
111/113 Pencader Drive Newark, DE 4,70( 3,957 527 137 4,094 527 4,621 421 2007
3100 West Fairfield Drive Pensacola, FL 23C 20€ 42 83 28¢ 42 331 24 2007
1301 North Palafox Stre« Pensacola, FL 5,16¢ 4,70¢ 282 61 4,76¢€ 282 5,04¢ 4132 2007
805 North Main Stree Pocatello, ID 3,673 3,472 39¢ — 3,472 39¢ 3,871 404 2007
1400 Turbine Drive Rapid City,

SD 13,66¢ 11,957 2,30¢ — 11,957 2,30€ 14,26: 1,624 2007
2550 N. Mays Street Round Rock,

TX 3,763 3,39¢ 394 76 3,47¢ 394 3,86¢ 42€ 2007
102 Sergeant Square Dr Sergeant

Bluff, 1A 12,79: 11,67¢ 73€ 24 11,69¢ 73€ 12,43t 1,48( 2007
15 Loveton Circle Sparks, MC 4,20t 3,571 79C — 3,571 79C 4,361 38€ 2007
8950 & 8970 Pershall Hazelwood,

Road MO 7,39 5,43¢ 1,96( — 5,43¢ 1,96C 7,39¢ 487 200¢

F-64




Table of Contents

STAG Predecessor Group
Schedule lll—Real Estate and Accumulated Depreciabin as of December 31, 2010 (Continued)

(dollars in thousands)

Costs
Capitalized Gross Amount Carried at
Subsequent t¢ Close of Period 12/31/10
Initial Cost Acquisition Accumulated
and Valuation
Building and Depreciation  Year
Building Address _City/State  Encumbrances Building Land Provision  Improvements Land Total 12/31/10  Acquired
476 Southridge
Industrial
Drive Tavares, FL 6,761 6,33¢ 722 — 6,33¢ 722 7,061 754 200€
7990 Bavaria Twinsburg,
Road OH 6,912 6,497 59C — 6,497 59C 7,081 521 2007
300 Spencer Bardstown,
Mattingly Lane KY 2,73% 2,39¢ 37¢ — 2,39¢ 37¢ 2,77¢ 23C 2007
1100 Performanc Youngstown
Place OH 3,40¢ 3,40( 13¢ — 3,40( 13¢ 3,53¢ 327 2007
Total 207,55( 181,38! 25,08¢ 3,71¢ 185,10( 25,08¢ 210,18t 19,26:
Reconciliation of Real Estate Investments
2010 2009 2008
Balance at beginning of peri $ 210,00¢ $ 208,94¢ $ 212,68t
Additions during periot
Other acquisition — — _
Improvements, etc 1,50( 1,29t 384
Other addition: — — _
Deductions during perio
Cost of real estate so — (50) —
Write-off of tenant improvemen (1,329 (184) (396)
Asset Impairment — — (3,72¢)
Balance at close of peric $ 210,18¢ $ 210,00¢ $ 208,94¢

The unaudited aggregate cost of real eptajgerties for federal tax purposes as of Decer@be2010 was $227,119.

Reconciliation of Accumulated Depreciation

2010 2009 2008
Balance at beginning of perit $14,62¢ $ 8,680 $ 2,39
Additions during periot
Depreciation and amortization expel 5,741 5,97¢ 6,307
Other addition: — — —
Reductions during peric
Disposals (1,119 33 (22)
Other reduction — — —
Balance at close of peric $19,26: $14,62¢ $ 8,68(
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Report of Independent Auditors

To STAG Industrial, Inc.:

We have audited the accompanying combitetdraents of revenue and certain expenses (theehsats") of the STAG Contribution Group for thesse
ended December 31, 2010 and 2009 and the perioasJuly 28, 2008 to December 31, 2008 and Janya&98 to July 27, 2008. These Statements are the
responsibility of the management of the STAG Cdwttion Group. Our responsibility is to express amimn on these Statements based on our audits.

We conducted our audits in accordance aditiiting standards generally accepted in the UrStatkes of America. These standards require thatiare
and perform the audits to obtain reasonable asseralmout whether the Statements are free of mhmeisatatement. An audit includes examining, oast t
basis, evidence supporting the amounts and diselssn the Statements. An audit also includes asggthe accounting principles used and significant
estimates made by management, as well as evalubgrayerall presentation of the Statements. Wiewethat our audits provide a reasonable basisdor
opinion.

The accompanying Statements were preparetié purpose of complying with the rules and tatijons of the Securities and Exchange Commisdimn (
inclusion in the registration statement on FormlSflSTAG Industrial, Inc.), as described in noten2l are not intended to be a complete presentatitve
STAG Contribution Group's combined revenue and eges.

In our opinion, the Statements referredtdove present fairly, in all material respects,dbmbined revenue and certain expenses, as desanibete 2, o
the STAG Contribution Group for the years endedddgner 31, 2010 and 2009 and the periods from RjI2@08 to December 31, 2008 and January 1, 2008
to July 27, 2008 in conformity with accounting mijpples generally accepted in the United StatesroéAca.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 15, 2011
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Revenue
Rental income
Tenant recoverie
Total revenue
Certain expense

Cost of rental operatior
Real estate taxes and insura

Certain expense

Revenue in excess of certain

expense:

The accompanying notes are an integral part tadhgined statements of revenue and certain expenses

STAG Contribution Group
Combined Statements of Revenue and Certain Expenses

(dollars in thousands)

Ownership | Ownership Il
Period from
January 1, Year Ended Year Ended July 28- January 1,
2011 to April 19, December 31, December 31, December 31, 2008-July 27,
2011 2010 2009 2008 2008
$ 8,61 $ 16,44¢ $ 12,60¢ $ 424C $ 3,50z
71¢ 1,53¢ 1,75¢ 80¢ 674
9,331 $ 17,97¢ $ 14,36: $ 504: $ 4,17¢
492 1,07 927 558 53C
673 1,21¢ 1,03¢ 42C 34¢
1,16t 2,29t 1,96: 97¢ 87¢
$ 8,16€ $ 15,68: $ 12,39¢ $ 4,07C $ 3,291
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STAG Contribution Group
Notes to Combined Statements of Revenue and Certaltxpenses

(dollars in thousands)
1. Organization

STAG Contribution Group (the "Propertiestjich is not a legal entity, but rather a comhiovabf certain real estate entities and operataandescribed
below, is engaged in the business of owning andabipg real estate consisting primarily of industproperties located throughout the United Staths.
accompanying combined statements of revenue ataircexpenses ("Statements") relate to the opematibthe Properties which consist of 34 industrial
buildings located in 16 states.

Prior to April 19, 2011 the Properties werened by STAG Investments IV, LLC (the "Fund") é88AG Gl Investments, LLC ("GI"). On April 19, 20,11
the Properties were contributed to STAG Industiperating Partnership, L.P. in connection withittigal public offering of STAG Industrial, Inc.he
majority owner of STAG Industrial Operating Parstap, L.P.

Since these Properties were acquired fedated parties as part of the initial public offigyi these statements have been prepared for tioel pdr
ownership by the related parties, which in certaises is less than three years but not less treagean. The Properties were combined as they Wenader
common management for all periods being presented.

Certain properties contributed to STAG Isitial Operating Partnership, L.P. were initiallyrghased by a related party and affiliate of thed=and were
subsequently contributed to the Fund. Accordintlg, Statements are presented for two periods,ddi@wnership | and Ownership Il. The two periodgeha
been separated by a vertical line on the faceeBtiatements to highlight the fact that the finahiciformation for such periods has been preparettutwo
different historical-cost bases of accounting. @beounting policies followed during the Ownershjgetiod in the preparation of the Statements ansistent
with those of the Ownership Il period and are fartescribed below. The Ownership Il period begaDecember 20, 2007 and ended with the contribudfon
properties to the Fund on July 28, 2008.

The remaining properties contributed byFlied and Gl are recorded from the date of acdmiisity the respective entity and are included withie
Ownership | section.

The properties included as part of STAG t@buation Group were acquired in the following qgigais: five properties in the three months ended
December 31, 2007; three properties in the threstimscended March 31, 2008; one property in thesthmenths ended June 30, 2008; three propertié®in t
three months ended September 30, 2008; five piiepert the three months ended December 31, 20@8pmperty in the three months ended March 31, 2009
one property in the three months ended June 3@; 20dr properties in the three months ended Seperd0, 2010; nine properties in the three montioee
December 31, 2010; and two properties in the pdrma January 1, 2011 to April 19, 2011.

2. Significant Accounting Policies
() Basis of Presentatiol

The accompanying Statements relate to thpePties and have been prepared for the purposenaplying with Rule 3-14 of Regulation S-X promatgd
under the Securities Act of 1933, as amended, ecardingly, is not representative of the actualitssof operations of the Properties for the pefioth
January 1, 2011 to April 19, 2011, the years erdlecember 31, 2010 and 2009, and the periods frayr28,2008 to December 31, 2008 and January 18 200
to July 27, 2008, due to the
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STAG Contribution Group
Notes to Combined Statements of Revenue and Certaliftxpenses (Continued)
(dollars in thousands)
2. Significant Accounting Policies (Continued)

exclusion of the following revenue and expense<hviiay not be comparable to the proposed futureatipas of the Properties:

. Depreciation and amortization
. Interest income and expense
. Amortization of above and below market leases

. Acquisition fees incurred or paid to STAG Capitafthers Ill, LLC in 2011, 2010 and 2009
. Other miscellaneous revenue and expenses notlgirekzdted to the proposed future operations oRtmperties.

(b) Revenue Recognitio

Rental revenue is recognized on a strdigbtbasis over the term of the related leases wlbéactability is reasonably assured. Differenibesveen rente
revenue earned and amounts due under the leaselsaaged or credited, as applicable, to accruelresvenue. The impact of the straidihie rent adjustmer
increased revenue by approximately $407, $599, $8741 and $58 for the period from January 1, 201April 19, 2011 (unaudited), the years ended
December 31, 2010 and 2009, the period from July2@88 to December 31, 2008 and the period fromalgnl, 2008 to July 27, 2008, respectively. Tenant
recoveries represent additional rents from expegisgbursements for insurance, real estate taxescentain other expenses are recognized in thegaéri
which the related expenses are incurred.

Certain tenants make payments for insuraneed estate taxes and certain other expensethesel costs, which have been assumed by the tanadgs th
terms of their respective leases, are not refleictéide Properties’ financial statements. In instgnwhereby the tenant has assumed the cost toairce, real
estate taxes, and certain other expenses, no mgo@xenue has been reflected in the Statements.

Rental revenue from month-to-month leasdeases with no scheduled rent increases or attjastments is recognized on a monthly basis whaemee.
(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period to prepare the Statements in conformity witbounting principles generally accepted in th@ddinStates of America. Actual results could difiem
those estimates.

(d) Unaudited Interim Statemer

The combined statement of revenue andineztgenses for the period January 1, 2011 to A®il2011 is unaudited. In the opinion of managentae
statement reflects all adjustments necessary flar aresentation of the results of the interimiper All such adjustments are of normal recurriagune.

F-69




Table of Contents

STAG Contribution Group
Notes to Combined Statements of Revenue and Certaliftxpenses (Continued)
(dollars in thousands)
3. Description of Leasing Arrangements
The Properties are leased to tenants pitymarder non-cancelable operating leases whicl irafength.

Future minimum base rentals on non-canéelaerating leases as of December 31, 2010, dodlaws:

2011 $ 25,691
2012 25,28¢
2013 23,045
2014 21,56¢
2015 18,01¢

The above future minimum lease paymenttudectenant reimbursements, amortization of defereatal revenue and above/below-market lease
intangibles. Some leases are subject to terminaftions. In general, these leases provide foritextion payments should the termination options be
exercised. The above table is prepared assumitigapions are not exercised.

Certain leases provide for payments thatasent reimbursements for related expenses irttunéer existing ground leases.

One tenant, Bank of America, N.A., représdr8%, 15% and 19% of the total base rental incawenue for the period from January 1, 2011 tail A,
2011 and for the years ended December 31, 201@@0®| respectively. The building occupied by tleisant was purchased on November 25, 2008. Bank of
America N.A.'s financial information is publicly aNable.

On October 18, 2010 an agreement was reasgttle that tenant to terminate its lease agreemeraccordance with the terms of the termination
agreement, the tenant was required to pay a $4i5@ lermination fee. The payment was received aob®c28, 2010 and is classified as rental incorhe.
terminated lease was originally set to expire onddeber 31, 2011. A new lease for the space hasebemuted with an unaffiliated tenant.

4. Ground Lease Commitments

Certain properties are subject to non-ciatte operating ground lease agreements. The greasés provide for monthly minimum rent and futieet
increases. For the period from January 1, 2011ptd A9, 2011 (unaudited), the years ended Decer@dbgP010 and 2009, the period from July 28, 2@08 t
December 31, 2008 and the period from Januaryd8 289 July 27, 2008, the Properties expensed grtaasd payments under these operating leases in the
amount of $34, $114, $114, $47, and $38, respéytive
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STAG Contribution Group
Notes to Combined Statements of Revenue and Certaliftxpenses (Continued)
(dollars in thousands)
4. Ground Lease Commitments (Continued)

The following is a schedule of minimum gnduease payments due over the next five year§ Beaember 31, 2010:

2011 $ 114
2012 114
2013 11=
2014 11=
2015 11=

5. Commitments and Contingencies

The Properties are subject to legal cleamd disputes in the ordinary course of businesaidgament believes that the ultimate settlemenhpfeisting
potential claims and disputes would not have a riztienpact on the Properties revenue and certperating expenses.

6. Acquisitions

On May 14, 2010 the Fund acquired a 100&tipied single tenant industrial property in Newtdiq. A statement of revenue and certain expensebifo
property for the period January 1, 2010 to May2®B,0, prepared in accordance with Rule 3-14 of Reigm S-X promulgated under the Securities Act of
1933, is included elsewhere in this prospectus.

On July 30, 2010, Gl acquired a 100% ocedigingle tenant industrial property in O'FallorDMA statement of revenue and certain expensesifor
property for the period January 1, 2010 to JulyZt¥,0, prepared in accordance with Rule 3-14 ofuRdipn S-X promulgated under the Securities Act of
1933, is included elsewhere in this prospectus.

On August 13, 2010, Gl acquired a 100% pimlisingle tenant industrial property in Goshéh,A statement of revenue and certain expensethifor
property for the period January 1, 2010 to Aug@st2D10, prepared in accordance with Rule 3-14egfufation S-X promulgated under the Securitiesdict
1933, is included elsewhere in this prospectus.

On September 17, 2010, Gl acquired a 1068amed single tenant industrial property in ChiaeloNC. A statement of revenue and certain exefse
this property for the period January 1, 2010 tot&mper 16, 2010, prepared in accordance with Rdlé 8f Regulation S-X promulgated under the Seiesrit
Act of 1933, is included elsewhere in this prospsct

On September 30, 2010, Gl acquired a 1068amed single tenant industrial property in ChiagloNC. A statement of revenue and certain exefe
this property for the period January 1, 2010 tot&mper 29, 2010, prepared in accordance with Rdlé 8f Regulation S-X promulgated under the Seiesrit
Act of 1933, is included elsewhere in this prospsct

On October 12, 2010, Gl acquired the MadBooperty, a single tenant industrial propertyated in Madison, TN. A statement of revenue anthoer
expenses for this property for the period JanuaB010 to October 11, 2010, prepared in accordaitbeRule 3-14 of Regulation S-X promulgated untier
Securities Act of 1933, is included elsewhere in grospectus.
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STAG Contribution Group
Notes to Combined Statements of Revenue and Certaliftxpenses (Continued)
(dollars in thousands)
6. Acquisitions (Continued)

On October 15, 2010, Gl acquired the Wakk®perty, a single tenant industrial property tedan Walker, MI. A statement of revenue and d¢erta
expenses for this property for the period JanuaB010 to October 14, 2010, prepared in accordasitteRule 3-14 of Regulation S-X promulgated unther
Securities Act of 1933, is included elsewhere in grospectus.

On October 26, 2010, Gl acquired the RogatsVVonore Properties, a single tenant indugtriaperty located in Rogers, MN and a single teivahistrial
property located in Vonore, TN. A combined statetr#mevenue and certain expenses for these piepddr the period January 1, 2010 to October 2302
prepared in accordance with Rule 3-14 of RegulaBeox promulgated under the Securities Act of 1983 cluded elsewhere in this prospectus.

On October 28, 2010, Gl acquired the Sstemb Property, a single tenant industrial proplertated in Streetsboro, OH. A statement of reveancke
certain expenses for this property for the pereaudry 1, 2010 to October 27, 2010, prepared inrdaoce with Rule 3-14 of Regulation S-X promuldate
under the Securities Act of 1933, is included elsene in this prospectus.

On November 4, 2010, Gl acquired the SadPeaperties, two industrial buildings located ine3a) OR. One of the buildings is occupied by a singhant
and the other building is occupied by two tenafitsombined statement of revenue and certain exgeios¢hese properties for the period January 1026
November 3, 2010, prepared in accordance with B-14 of Regulation S-X promulgated under the Selesif\ct of 1933, is included elsewhere in this
prospectus.

On December 10, 2010, Gl acquired the Raseay and Lopatcong Properties, one manufacturnirigibg located in Lopatcong, NJ and one industrial
building located in Piscataway, NJ. Both of theldings are occupied by the same tenant. A comtsteement of revenue and certain expenses for these
properties for the period January 1, 2010 to Dee#r@b2010, prepared in accordance with Rule 3fRegulation S-X promulgated under the Securities A
of 1933, is included elsewhere in this prospectus.

On March 1, 2011, Gl acquired the Moordsiroperty, a single tenant industrial propergated in Mooresville, NC. A statement of revenud egrtain
expenses for this property for the period JanuaB011 to February 28, 2011, prepared in accordastbeRule 3-14 of Regulation S-X promulgated untter
Securities Act of 1933, is included elsewhere in grospectus.

On April 6, 2011, Gl acquired the Cleveldmperty, a single tenant industrial property tedan Cleveland, TN. A statement of revenue anthge
expenses for this property for the period JanuaB011 to April 5, 2011, prepared in accordancé\Ritlle 3-14 of Regulation S-X promulgated under the
Securities Act of 1933, is included elsewhere is girospectus.

7. Subsequent Events

Management has evaluated the events amshitions that have occurred through Septembe2(8,, the date which the Statements were avaitatide
issued, and noted no additional items requiringstdient to the Statements or additional disclosure.
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Report of Independent Auditors

To STAG Industrial, Inc.:

We have audited the accompanying stateofaetvenue and certain expenses (the "StatemeittipdNewton Property (the "Property") for the pelri
from January 1, 2010 to May 13, 2010. This Staterigethe responsibility of management. Our respailitsi is to express an opinion on this Statemeasgdul
on our audit.

We conducted our audit in accordance wittittng standards generally accepted in the Urtiades of America. Those standards require thatlareand
perform the audit to obtain reasonable assurancetathether the Statement is free of material rmtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigtation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was preparetthégpurpose of complying with the rules and retioies of the Securities and Exchange Commissian (fo
inclusion in the registration statement on Forml$flSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Property's revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Property for the period from January 1, 2010 to M8y2010 in conformity with accounting principlgsnerally accepted in the United States of America.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 15, 2011
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Newton Property
Statement of Revenue and Certain Expenses
(dollars in thousands)

Period from
January 1, 2010 to
May 13,
2010

Revenue

Rental income $ 247

Tenant recoverie 2

Total revenue 24¢
Certain expense

Real estate taxes and insura 2

Certain expense 2
Revenue in excess of certain exper $ 247

The accompanying notes are an integral part tgtdtement of revenue and certain expenses.
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Newton Property
Notes to Statement of Revenue and Certain Expenses

(dollars in thousands)
(1) Organization

The Newton Property (the "Property"), isitggle tenant industrial property located in Newtd@. The accompanying statement of revenue aridioer
expenses ("Statement") relates to the operatiotisedProperty.

Prior to May 14, 2010, the Property was edby an unaffiliated third party. On May 14, 20t Property was acquired by STAG IV Newton, LLC
("STAG IV") and is intended to be contributed to/83 Industrial Operating Partnership, L.P. in cortitwith the proposed initial public offering of8G
Industrial, Inc., the majority owner of STAG Induat Operating Partnership, L.P. The operating ltssaf this property from May 14, 2010 to DecemBgr
2010 are included in STAG Contribution Group.

(2) Significant Accounting Policies
(@) Basis of Presentatiol

The accompanying Statement relates to tbpdPty and has been prepared for the purposenopiging with Rule 3-14 of Regulation S-X promulgate
under the Securities Act of 1933, as amended, eoardingly, is not representative of the actualitssof operations of the Property, due to the &sion of the
following revenue and expenses which may not bepesable to the proposed future operations of topétty:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRheperty.

(b) Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the related leases whé#actability is reasonably assured. Differenbesveen rente
revenue earned and amounts due under the leasbaaged or credited, as applicable, to accruedresmtenue. The impact of the straight-line renusitnent
increased revenue by approximately $1 for the pdriom January 1, 2010 to May 13, 2010. Tenantweges represent additional rents from expense
reimbursements for insurance are recognized ipdhnied in which the related expenses are incurred.

The tenant makes payments for certain athpenses and these costs, which have been asbyrifegitenant under the terms of their respectasd, are
not reflected in the Statement.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period to prepare the Statement in conformity waitbounting principles generally accepted in theté¢hBtates of America. Actual results could diffem
those estimates.
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Newton Property
Notes to Statement of Revenue and Certain Expens@3ontinued)
(dollars in thousands)
(3) Description of Leasing Arrangements
The Property is leased to one tenant uadwm-cancelable operating lease which has anatixpirdate of December 31, 2016.

Future minimum base rentals on non-canéelaerating leases at December 31, 2010, ardlaw/$o

2011 $ 662
2012 662
2013 662
2014 662
2015 662

The above future minimum lease paymenttudectenant reimbursements, amortization of accraethl revenue and above/below -market lease
intangibles.

(4) Commitments and Contingencies

The Property is subject to legal claims diggputes in the ordinary course of business. Mamegt believes that the ultimate settlement ofeatisting
potential claims and disputes would not have a ristenpact on the Property's revenue and certparating expenses.

(5) Subsequent Events

Management has evaluated the events amsbitions that have occurred through February @Bl ,2he date which the Statement was availabbe to
issued, and noted no items requiring adjustmetiteftatement or additional disclosure.
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Report of Independent Auditors
To STAG Industrial, Inc.:

We have audited the accompanying stateofaetvenue and certain expenses (the "StatemeittipcCharlotte Property (the "Property") for tteripd
from January 1, 2010 to September 16, 2010. Thite8tent is the responsibility of management. Ospaasibility is to express an opinion on this Staat
based on our audit.

We conducted our audit in accordance wittittng standards generally accepted in the Urfiedes of America. Those standards require thatlareand
perform the audit to obtain reasonable assurancetathether the Statement is free of material rmtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigtation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was preparetthégpurpose of complying with the rules and retioies of the Securities and Exchange Commissian (fo
inclusion in the registration statement on Forml$flSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Property's revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Property for the period from January 1, 2010 totS&mper 16, 2010 in conformity with accounting pijhes generally accepted in the United States o&Ara

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 15, 2011
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Charlotte Property
Statement of Revenue and Certain Expenses
(dollars in thousands)

Period from
January 1, 2010 to
September 16,
2010

Revenue
Rental revenu $ 1,52¢
Tenant recoverie 143
Total revenue 1,66¢
Certain expense
Property 88
Real estate taxes and insura 10¢
Certain expense 19€
Revenue in excess of certain exper $ 1,47:

The accompanying notes are an integral part tettitement of revenue and certain expenses.
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Charlotte Property
Notes to Statement of Revenue and Certain Expenses

(dollars in thousands)
(1) Organization

The Charlotte Property (the "Property")aisingle tenant industrial property located in i@itte, NC. The accompanying statement of revemaecartain
expenses ("Statement") relates to the operatiotisedProperty.

Prior to September 17, 2010, the Propesy awned by an unaffiliated third party. On Septenily, 2010, the Property was acquired by STAG Gl
Charlotte, LLC ("GI") and is intended to be contriéd to STAG Industrial Operating Partnership, linRconnection with the proposed initial publiceafhg of
STAG Industrial, Inc., the majority owner of STA@dustrial Operating Partnership, L.P. The operatasglts of this property from September 17, 2@l0 t
December 31, 2010 are combined within STAG ContidlouGroup as they were under common managemettifoperiod.

(2) Significant Accounting Policies
(@ Basis of Presentatiol

The accompanying Statement relates to tbpdPty and has been prepared for the purposenopiging with Rule 3-14 of Regulation S-X promulgate
under the Securities Act of 1933, as amended, eoardingly, is not representative of the actualitssof operations of the Property, due to the &sion of the
following revenue and expenses which may not bepesable to the proposed future operations of topétty:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRheperty.

(b) Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the related leases whé#actability is reasonably assured. Differenbesveen rente
revenue earned and amounts due under the leasbaaged or credited, as applicable, to accruedresmtenue. The impact of the straight-line renusitnent
increased revenue by approximately $182 for thesddrom January 1, 2010 to September 16, 2010aferecoveries representing additional rents from
expense reimbursements for real estate taxesaimseiand other expenditures are recognized indtfiedpin which the related expenses are incurred.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period in preparing the Statement in conformityhwdatcounting principles generally accepted in thédd States of America. Actual results could diffem
those estimates.
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Charlotte Property
Notes to Statement of Revenue and Certain Expens@ontinued)
(dollars in thousands)
(3) Description of Leasing Arrangements
The Property is leased to one tenant uadem-cancelable operating lease which has anatipirdate of April 30, 2019.

Future minimum base rentals on non-canéelaerating leases at December 31, 2010, ardlaw/$o

2011 $ 1,89(
2012 2,004
2013 2,10z
2014 2,16¢
2015 2,23(

The above future minimum lease paymenttudectenant reimbursements, amortization of accraathl revenue and above/below-market lease
intangibles.

(4) Commitments and Contingencies

The Property is subject to legal claims diggputes in the ordinary course of business. Mamegt believes that the ultimate settlement ofeatisting
potential claims and disputes would not have a riatenpact on the Property's revenue and certparating expenses.

(5) Subsequent Events

Management has evaluated the events amsbitions that have occurred through February @Bl ,2he date which the Statement was availabbe to
issued, and noted no items requiring adjustmetiteftatement or additional disclosure.
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Report of Independent Auditors

To STAG Industrial, Inc.:

We have audited the accompanying stateofaetvenue and certain expenses (the "Statemefntiedsoshen Property (the "Property") for the peifirom
January 1, 2010 to August 12, 2010. This Statelisaghe responsibility of management. Our respolisilis to express an opinion on this Statemenebam
our audit.

We conducted our audit in accordance wittittng standards generally accepted in the Urtiades of America. Those standards require thatlareand
perform the audit to obtain reasonable assurancetathether the Statement is free of material rmtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigtation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was preparetthégpurpose of complying with the rules and retioies of the Securities and Exchange Commissian (fo
inclusion in the registration statement on Forml$flSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Property's revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Property for the period from January 1, 2010 to éstdl2, 2010 in conformity with accounting prinéplgenerally accepted in the United States of Acaeri

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 15, 2011
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Goshen Property
Statement of Revenue and Certain Expenses
(dollars in thousands)

Period from
January 1, 2010 to
August 12,
2010
Revenue
Rental revenu $ 69t
Tenant recoverie 144
Total revenue 83¢
Certain expense
Real estate taxes and insura 144
Certain expense 144
Revenue in excess of certain exper $ 69t

The accompanying notes are an integral part tgtétement of revenue and certain expenses.
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Goshen Property
Notes to Statement of Revenue and Certain Expenses

(dollars in thousands)
(1) Organization

The Goshen Property (the "Property"), $ngle tenant industrial property located in Goshiin The accompanying statement of revenue andioer
expenses ("Statement") relates to the operatiotisedProperty.

Prior to August 13, 2010, the Property wased by an unaffiliated third party. On August 2010, the Property was acquired by STAG Gl Goshkg,
("GI") and is intended to be contributed to STA@ustrial Operating Partnership, L.P. in connectidth the proposed initial public offering of STAG
Industrial, Inc., the majority owner of STAG Induat Operating Partnership, L.P. The operating ltesaf this property from August 13, 2010 to Decem81,
2010 are combined within STAG Contribution Grouglesy were under common management for this period.

(2) Significant Accounting Policies
(@) Basis of Presentatiol

The accompanying Statement relates to tbpdPty and has been prepared for the purposenopiging with Rule 3-14 of Regulation S-X promulgate
under the Securities Act of 1933, as amended, eoardingly, is not representative of the actualitssof operations of the Property, due to the &sion of the
following revenue and expenses which may not bepesable to the proposed future operations of topétty:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRheperty.

(b) Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the related leases whé#actability is reasonably assured. Differenbesveen rente
revenue earned and amounts due under the leasbaaged or credited, as applicable, to accruedlreewenue. Tenant recoveries representing additiemts
from expense reimbursements for real estate tangdhaurance are recognized in the period in wihetrelated expenses are incurred.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period in preparing the Statement in conformityhwdatcounting principles generally accepted in thédd States of America. Actual results could diffem
those estimates.
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Goshen Property
Notes to Statement of Revenue and Certain Expens@3ontinued)
(dollars in thousands)
(3) Description of Leasing Arrangements
The Property is leased to one tenant uadwm-cancelable operating lease which has anatixpirdate of June 30, 2022.

Future minimum base rentals over the niggtfears on non-cancelable operating leases ableer 31, 2010, are as follows:

2011 $ 1,13¢
2012 1,13¢
2013 1,13¢
2014 1,13¢
2015 1,13¢

The above future minimum lease paymenttudectenant reimbursements, amortization of accraathl revenue and above/below-market lease
intangibles.

(4) Commitments and Contingencies

The Property is subject to legal claims diggputes in the ordinary course of business. Mamegt believes that the ultimate settlement ofeatisting
potential claims and disputes would not have a ristenpact on the Property's revenue and certparating expenses.

(5) Subsequent Events

Management has evaluated the events amsbitions that have occurred through February @Bl #he date which the Statement was availableto b
issued, and noted no items requiring adjustmetiteftatement or additional disclosure.
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Report of Independent Auditors

To STAG Industrial, Inc.:

We have audited the accompanying stateoferivenue and certain expenses (the "StatemeinttipdD'Fallon Property (the "Property”) for theipd
from January 1, 2010 to July 29, 2010. This Statgrsethe responsibility of management. Our resjility is to express an opinion on this Statemessed o
our audit.

We conducted our audit in accordance wittittng standards generally accepted in the Urtiades of America. Those standards require thatlareand
perform the audit to obtain reasonable assuranocetathether the Statement is free of material rmtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigtation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was preparetthégpurpose of complying with the rules and retioies of the Securities and Exchange Commissian (fo
inclusion in the registration statement on Forml$flSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Property's revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Property for the period from January 1, 2010 tg 29, 2010 in conformity with accounting principlgsnerally accepted in the United States of America

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 15, 2011
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O'Fallon Property
Statement of Revenue and Certain Expenses
(dollars in thousands)

Period from
January 1, 2010

to July 29, 2010

Revenue
Rental revenu $ 314
Tenant recoverie _
Total revenue 314
Certain expense
Property 4
Real estate taxes and insura —
Certain expense 4
Revenue in excess of certain exper $ 31C

The accompanying notes are an integral part tettitement of revenue and certain expenses.
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O'Fallon Property
Notes to Statement of Revenue and Certain Expenses

(dollars in thousands)
(1) Organization

The O'Fallon property (the "Property")aisingle tenant industrial property located in @dfa MO. The accompanying statement of revenuecantiain
expenses ("Statement") relates to the operatiotisedProperty.

Prior to July 30, 2010, the Property wasied/by an unaffiliated third party. On July 30, @0the Property was acquired by STAG Gl O'FallooCL
("GI") and is intended to be contributed to STA@ustrial Operating Partnership, L.P. in connectidth the proposed initial public offering of STAG
Industrial, Inc., the majority owner of STAG Indtat Operating Partnership, L.P. The operating ltesaf this property from July 30, 2010 to DecemBgr
2010 are combined within STAG Contribution Grouglesy were under common management for this period.

(2) Significant Accounting Policies
(@ Basis of Presentatiol

The accompanying Statement relates to tbpdPty and has been prepared for the purposenopiging with Rule 3-14 of Regulation S-X promulgate
under the Securities Act of 1933, as amended, eoardingly, is not representative of the actualitssof operations of the Property, due to the &sion of the
following revenue and expenses which may not bepesable to the proposed future operations of topétty:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRheperty.

(b) Revenue Recognitio

Rental revenue is recognized on a strdigbtbasis over the term of the related leases wlbéactability is reasonably assured. Differenioesveen rente
revenue earned and amounts due under the leaselsaaged or credited, as applicable, to accruelresvenue. The impact of the straidihie rent adjustmer
increased revenue by approximately $22 for theoperiom January 1, 2010 to July 29, 2010. Tenasuveries represent additional rents from expense
reimbursements for insurance and real estate teagcognized in the period in which the relatqueeses are incurred.

The tenant makes payments for certain atkpenses and these costs, which have been asbyrifegitenant under the terms of their respectasd, are
not reflected in the Statement.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period to prepare the Statement in conformity waitbounting principles generally accepted in theté¢hBtates of America. Actual results could diffem
those estimates.
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O'Fallon Property
Notes to Statement of Revenue and Certain Expens@3ontinued)
(dollars in thousands)
(3) Description of Leasing Arrangements
The Property is leased to one tenant uadem-cancelable operating lease which has anatkpirdate of May 31, 2016.

Future minimum base rentals on non-canéelaerating leases at December 31, 2010, ardlaw/$o

2011 $ 52t
2012 53¢
2013 552
2014 562
2015 562

The above future minimum lease paymenttudectenant reimbursements, amortization of accraathl revenue and above/below-market lease
intangibles.

(4) Commitments and Contingencies

The Property is subject to legal claims diggputes in the ordinary course of business. Mamegt believes that the ultimate settlement ofeatisting
potential claims and disputes would not have a riatenpact on the Property's revenue and certparating expenses.

(5) Subsequent Events

Management has evaluated the events amsbitions that have occurred through February @Bl #he date which the Statement was availableto b
issued, and noted no items requiring adjustmetiteftatement or additional disclosure.

F-88




Table of Contents

Report of Independent Auditors
To STAG Industrial, Inc.:

We have audited the accompanying combitetdraent of revenue and certain expenses (theetSéat") of the Piscataway and Lopatcong Propefties
"Properties") for the period from January 1, 20d@ecember 9, 2010. This Statement is the respitifysif management. Our responsibility is to exgsen
opinion on this Statement based on our audit.

We conducted our audit in accordance wittittng standards generally accepted in the Urtiedes of America. Those standards require thatlareand
perform the audit to obtain reasonable assurancetathether the Statement is free of material mtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigtation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was preparetthégpurpose of complying with the rules and retioies of the Securities and Exchange Commissian (fo
inclusion in the registration statement on Forml$flSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Properties' revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Properties for the period from January 1, 2010 éadnber 9, 2010 in conformity with accounting piptes generally accepted in the United States o&Aca.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 15, 2011
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Piscataway & Lopatcong Properties
Combined Statement of Revenue and Certain Expenses
(dollars in thousands)

Period from
January 1, 2010 to
December 9, 2010

Revenue
Rental revenu $ 1,61:

Total revenue 1,61:
Certain expense
Certain expense —

Revenue in excess of certain exper $ 1,61:

The accompanying notes are an integral part taahgbined statement of revenue and certain expenses.
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Piscataway & Lopatcong Properties
Notes to Combined Statement of Revenue and CertalExpenses

(dollars in thousands)
(1) Organization

The Piscataway & Lopatcong Properties (Eveperties"), are single tenant industrial projeertocated in Piscataway, NJ and Lopatcong, N&8. Th
accompanying combined statement of revenue andicertpenses ("Statement") relates to the opesatibthe Properties.

Prior to December 10, 2010, the Propentiese owned by an unaffiliated third party and wemeer common management. Therefore their resuéts ar
being presented on a combined basis in the State@arDecember 10, 2010, the Properties were aadjby STAG G| New Jersey, LLC ("GI") and are
intended to be contributed to STAG Industrial OiataPartnership, L.P. in connection with the pregainitial public offering of STAG Industrial, Inche
majority owner of STAG Industrial Operating Parsst@p, L.P. The operating results of these propeftem December 10, 2010 to December 31, 2010 are
combined within STAG Contribution Group as they &zgender common management for this period.

(2) Significant Accounting Policies
(@) Basis of Presentatiol

The accompanying Statement has been piefaréhe purpose of complying with Rule 3-14 ofgRkation S-X promulgated under the Securities Act o
1933, as amended, and accordingly, are not regegsenof the actual results of operations of theperties, due to the exclusion of the followingerue and
expenses which may not be comparable to the prddosgre operations of the Properties:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRt@perties.

(b) Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the related leases whé#actability is reasonably assured. Differenbesveen rente
revenue earned and amounts due under the leaskaared or credited, as applicable, to accruedkestenue. The tenant makes payments for certain
expenses and costs, which have been assumed tgntre under the terms of their respective leasage not reflected in the Statement.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period to prepare the Statement in conformity waitbounting principles generally accepted in theté¢hBtates of America. Actual results could diffem
those estimates.
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Piscataway & Lopatcong Properties
Notes to Combined Statement of Revenue and Certalfxpenses (Continued)
(dollars in thousands)
(3) Description of Leasing Arrangements
The Properties are leased to two tenardsrumon-cancelable operating leases which havegiregon date of May 30, 2017.

Future minimum base rentals over the niggtfears on non-cancelable operating leases ableer 31, 2010, are as follows:

2011 $ 1,71¢
2012 1,71¢
2013 1,71¢
2014 1,71¢
2015 1,71¢

The above future minimum lease paymenttudrcamortization of accrued rental revenue andabelow-market lease intangibles.
(4) Commitments and Contingencies

The Properties are subject to legal claeamd disputes in the ordinary course of businesaidgament believes that the ultimate settlemenhpfeisting
potential claims and disputes would not have a ristienpact on the Properties' revenue and cedparating expenses.

(5) Subsequent Events

Management has evaluated the events amshitions that have occurred through February @El 2he date which the Statement was availableto b
issued, and noted no items requiring adjustmetiteftatement or additional disclosure.
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Report of Independent Auditors
To STAG Industrial, Inc.:

We have audited the accompanying stateofaetvenue and certain expenses (the "StatemefntiecCharlotte 1l Property (the "Property") foetperiod
from January 1, 2010 to September 29, 2010. ThiteB8tent is the responsibility of management. Ospaasibility is to express an opinion on this Stagat
based on our audit.

We conducted our audit in accordance wittittng standards generally accepted in the Urfiedes of America. Those standards require thatlareand
perform the audit to obtain reasonable assurancetathether the Statement is free of material rmtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigtation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was preparetthégpurpose of complying with the rules and retioies of the Securities and Exchange Commissian (fo
inclusion in the registration statement on Forml$flSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Property's revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Property for the period from January 1, 2010 totS&mper 29, 2010 in conformity with accounting pijhes generally accepted in the United States o&Ara

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 15, 2011
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Charlotte Il Property
Statement of Revenue and Certain Expenses
(dollars in thousands)

Period from
January 1,
2010 to
September 29,
2010

Revenue
Rental revenu $ 1,63¢
Tenant recoverie 25€
Total revenue 1,891
Certain expense
Real estate taxes and insura 17¢€
Property 80
Certain expense 25€
Revenue in excess of certain exper $ 1,63t

The accompanying notes are an integral part tgttitement of revenue and certain expenses.
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Charlotte Il Property
Notes to Statement of Revenue and Certain Expenses

(dollars in thousands)
(1) Organization

The Charlotte 1l Property (the "Property§)a single tenant industrial property locate€irarlotte, NC. The accompanying statement of resemd
certain expenses ("Statement") relates to the tipasof the Property.

Prior to September 30, 2010, the Propegy awned by an unaffiliated third party. On Septen8®d, 2010, the Property was acquired by STAG Gl
Charlotte II, LLC ("GI") and is intended to be cdhuted to STAG Industrial Operating Partnershigy.Lin connection with the proposed initial puldféering
of STAG Industrial, Inc., the majority owner of SGAIndustrial Operating Partnership, L.P. The opegatesults of this property from September 30,@fi
December 31, 2010 are combined within STAG ContidlouGroup as they were under common managemettifoperiod.

(2) Significant Accounting Policies
(@) Basis of Presentatiol

The accompanying Statement relates to tbpdPty and has been prepared for the purposenopiging with Rule 3-14 of Regulation S-X promulgate
under the Securities Act of 1933, as amended, ecardingly, is representative of the actual resoiltsperations of the Property, due to the exclusibthe
following revenue and expenses which may not bepeoable to the proposed future operations of topétty:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRheperty.

(b) Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the related leases whé#actability is reasonably assured. Differenbesveen rente
revenue earned and amounts due under the leasbaaged or credited, as applicable, to accruedresmtenue. The impact of the straight-line renusitnent
decreased revenue by approximately $42 for the@gdrom January 1, 2010 to September 29, 2010.rferaoveries representing additional rents from
expense reimbursements for real estate taxesaimseirand other expenses are recognized in thedganehich the related expenses are incurred.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period in preparing the Statement in conformityhwdatcounting principles generally accepted in thédd States of America. Actual results could diffem
those estimates.

F-95




Table of Contents

Charlotte Il Property
Notes to Statement of Revenue and Certain Expens@3ontinued)
(dollars in thousands)
(3) Description of Leasing Arrangements
The Property is leased to one tenant uadwm-cancelable operating lease which has anatikpgirdate of March 31, 2017.

Future minimum base rentals over the niggtfears on non-cancelable operating leases arbleer 31, 2010, are as follows:

2011 $ 2,29(
2012 2,34z
2013 2,39t
2014 2,44¢
2015 2,50¢

The above future minimum lease paymenttudectenant reimbursements, amortization of accraathl revenue and above/below-market lease
intangibles.

(4) Commitments and Contingencies

The Property is subject to legal claims diggputes in the ordinary course of business. Mamegt believes that the ultimate settlement ofeatisting
potential claims and disputes would not have a riatenpact on the Property's revenue and certparating expenses.

(5) Subsequent Events

Management has evaluated the events amsbitions that have occurred through February @Bl #he date which the Statement was available to b
issued, and noted no items requiring adjustmetiteftatement or additional disclosure.
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Report of Independent Auditors
To STAG Industrial, Inc.:

We have audited the accompanying stateoferivenue and certain expenses (the "StatemefnttipdMadison Property (the "Property”) for theipdr
from January 1, 2010 to October 11, 2010. ThiseBtant is the responsibility of management. Ouroespbility is to express an opinion on this Statatne
based on our audit.

We conducted our audit in accordance wittittng standards generally accepted in the Urfiades of America. Those standards require thatlareand
perform the audit to obtain reasonable assurancetathether the Statement is free of material mtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigtation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was preparetthégpurpose of complying with the rules and retioies of the Securities and Exchange Commissian (fo
inclusion in the registration statement on Forml$flSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Property's revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Property for the period from January 1, 2010 tooBet 11, 2010 in conformity with accounting prinegpgenerally accepted in the United States of Acaer

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 15, 2011
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Madison Property
Statement of Revenue and Certain Expenses
(dollars in thousands)

Period from
January 1,
2010 to
October 11,
2010
Revenue
Rental revenu $ 9032
Total revenue 903
Certain expense
Certain expense —
Revenue in excess of certain exper $ 903

The accompanying notes are an integral part tgttitement of revenue and certain expenses.
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Madison Property
Notes to Statement of Revenue and Certain Expenses

(dollars in thousands)
(1) Organization

The Madison Property (the "Property"), sirsgle tenant industrial property located in MadisTN. The accompanying statement of revenue artdin
expenses ("Statement") relates to the operatiotisedProperty.

Prior to October 12, 2010 the Property wagsed by an unaffiliated third party. The Properas acquired by STAG Gl Madison, LLC ("GI") on
October 12, 2010 and is intended to be contribtde®ITAG Industrial Operating Partnership, L.P. émieection with the proposed initial public offerin
STAG Industrial, Inc., the majority owner of STA@dustrial Operating Partnership, L.P. The operatasylts of this property from October 12, 2010 to
December 31, 2010 are combined within STAG ContidlouGroup as they were under common managemettifoperiod.

(2) Significant Accounting Policies
(@) Basis of Presentatio

The accompanying Statement relates to tbpdPty and has been prepared for the purposenopiging with Rule 3-14 of Regulation S-X promulgate
under the Securities Act of 1933, as amended, eoardingly, is not representative of the actualitssof operations of the Property, due to the &sion of the
following revenue and expenses which may not bepesable to the proposed future operations of topétty:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRheperty.

(b) Revenue Recognitio

Rental revenue is recognized on a strdigbtbasis over the term of the related leases wlbéactability is reasonably assured. Differenioesveen rente
revenue earned and amounts due under the leasbaaged or credited, as applicable, to accruedresmtenue. The impact of the straight-line renusitnent
increased revenue by approximately $24 for theogerom January 1, 2010 to October 11, 2010.

The tenant makes payments for certain esggeand costs, which have been assumed by the terder the terms of their respective lease, aadhar
reflected in the Statement.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period in preparing the Statement in conformityhwdatcounting principles generally accepted in thédd States of America. Actual results could diffem
those estimates.
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Madison Property
Notes to Statement of Revenue and Certain Expens@sontinued)
(dollars in thousands)
(3) Description of Leasing Arrangements
The Property is leased to one tenant uadwm-cancelable operating lease which has anatixpirdate of December 22, 2014.

Future minimum base rentals over the next fears on non-cancelable operating leases arbleer 31, 2010, are as follows:

2011 $ 1,151
2012 1,172
2013 1,172
2014 1,18¢

The above future minimum lease paymenttudectenant reimbursements, amortization of accraathl revenue and above/below-market lease
intangibles.

(4) Commitments and Contingencies

The Property is subject to legal claims diggputes in the ordinary course of business. Mamegt believes that the ultimate settlement ofeatisting
potential claims and disputes would not have a riatenpact on the Property's revenue and certparating expenses.

(5) Subsequent Events

Management has evaluated the events amshitions that have occurred through February @El 2he date which the Statement was availableto b
issued, and noted no items requiring adjustmetiteftatement or additional disclosure.
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Report of Independent Auditors
To STAG Industrial, Inc.:

We have audited the accompanying stateofaetvenue and certain expenses (the "Statemeittipdstreetsboro Property (the "Property") for pleeiod
from January 1, 2010 to October 27, 2010. ThiseBtant is the responsibility of management. Ouroesbility is to express an opinion on this Statatne
based on our audit.

We conducted our audit in accordance wittittng standards generally accepted in the Urfiades of America. Those standards require thatlareand
perform the audit to obtain reasonable assurancetathether the Statement is free of material mtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigtation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was preparetthégpurpose of complying with the rules and retioies of the Securities and Exchange Commissian (fo
inclusion in the registration statement on Forml$flSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Property's revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Property for the period from January 1, 2010 tooBet 27, 2010 in conformity with accounting prinegpgenerally accepted in the United States of Acaer

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 15, 2011
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Streetsboro Property
Statement of Revenue and Certain Expenses
(dollars in thousands)

Period from
January 1, 2010 to
October 27, 2010

Revenue
Rental revenu $ 97C
Total revenue 97C
Certain expense
Property —
Certain expense —
Revenue in excess of certain exper $ 97C

The accompanying notes are an integral part tgttitement of revenue and certain expenses.
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Streetsboro Property
Notes to Statement of Revenue and Certain Expenses

(Dollars in thousands)
(1) Organization

The Streetsboro Property (the "Properig"y single tenant industrial property located tire&sboro, OH. The accompanying statement of tevand
certain expenses ("Statement") relates to the tipasof the Property.

Prior to October 28, 2010, the Property mased by an unaffiliated third party. On Octob8r 2010, the Property was acquired by STAG Gl
Streetsboro, LLC ("GI") and is intended to be citmtted to STAG Industrial Operating Partnershigy.Lin connection with the proposed initial publfteong
of STAG Industrial, Inc., the majority owner of SGAIndustrial Operating Partnership, L.P. The opegatesults of this property from October 28, 2640
December 31, 2010 are combined within STAG ContidlouGroup as they were under common managemettifoperiod.

(2) Significant Accounting Policies
(@ Basis of Presentatiol

The accompanying Statement relates to tbpdPty and has been prepared for the purposenopiging with Rule 3-14 of Regulation S-X promulgate
under the Securities Act of 1933, as amended, eoardingly, is not representative of the actualitssof operations of the Property, due to the &sion of the
following revenue and expenses which may not bepesable to the proposed future operations of topétty:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRheperty.

(b) Revenue Recognitio

Rental revenue is recognized on a strdigbtbasis over the term of the related leases wlbéactability is reasonably assured. Differenioesveen rente
revenue earned and amounts due under the leasbaaged or credited, as applicable, to accruedresmtenue. The impact of the straight-line renusitnent
decreased revenue by approximately $2 for the gérgon January 1, 2010 to October 27, 2010.

The tenant makes payments for certain esggeand costs, which have been assumed by the terder the terms of their respective lease, aadhar
reflected in the Statement.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period in preparing the Statement in conformityhwdatcounting principles generally accepted in thédd States of America. Actual results could diffem
those estimates.
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Streetsboro Property
Notes to Statement of Revenue and Certain Expens@3ontinued)
(Dollars in thousands)
(3) Description of Leasing Arrangements
The Property is leased to one tenant uadwm-cancelable operating lease which has anatixpirdate of December 31, 2014.

Future minimum base rentals over the next fears on non-cancelable operating leases arbleer 31, 2010, are as follows:

2011 $ 1,19¢
2012 1,21¢
2013 1,23¢
2014 1,252

The above future minimum lease paymenttudectenant reimbursements, amortization of accraathl revenue and above/below-market lease
intangibles.

(4) Commitments and Contingencies

The Property is subject to legal claims diggputes in the ordinary course of business. Mamegt believes that the ultimate settlement ofeatisting
potential claims and disputes would not have a riatenpact on the Property's revenue and certparating expenses.

(5) Subsequent Events

Management has evaluated the events amshitions that have occurred through February @El 2he date which the Statement was availableto b
issued, and noted no items requiring adjustmetiteftatement or additional disclosure.
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Report of Independent Auditors
To STAG Industrial, Inc.:

We have audited the accompanying combitetdraent of revenue and certain expenses (theetSéatt") of the Rogers and Vonore Properties (the
"Properties") for the period from January 1, 20d@ttober 25, 2010. This Statement is the respiitgibf management. Our responsibility is to exggen
opinion on this Statement based on our audit.

We conducted our audit in accordance wittittng standards generally accepted in the Urfiedes of America. Those standards require thatlareand
perform the audit to obtain reasonable assurancetathether the Statement is free of material mtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigtation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was preparetthégpurpose of complying with the rules and retioies of the Securities and Exchange Commissian (fo
inclusion in the registration statement on Forml$flSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Properties' revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Properties for the period from January 1, 2010 ¢toBer 25, 2010 in conformity with accounting pipies generally accepted in the United States oéAca.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 15, 2011
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Rogers & Vonore Properties
Combined Statement of Revenue and Certain Expenses
(dollars in thousands)

Period from
January 1, 2010 to
October 25, 2010

Revenue
Rental revenu $ 2,414

Total revenue 2,414
Certain expense
Certain expense _

Revenue in excess of certain exper $ 2,41¢

The accompanying notes are an integral part taahgbined statement of revenue and certain expenses.
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Rogers & Vonore Properties
Notes to Combined Statement of Revenue and CertalExpenses

(dollars in thousands)
(1) Organization

The Rogers and Vonore Properties (the "&tms"), are single tenant industrial propert@sated in Rogers, MN and Vonore, TN, respectivEhe
accompanying combined statement of revenue andicertpenses ("Statement") relates to the opesatibthe Properties.

Prior to October 26, 2010, the Propertiesarowned by an unaffiliated third party and wemder common management. Therefore, their residtbaing
presented on a combined basis in the Statemer@dber 26, 2010, the Properties were acquiredT®yGGl Rogers, LLC ("GI1") and STAG Gl
Vonore, LLC ("GI2") and are intended to be conttdzito STAG Industrial Operating Partnership, lifRconnection with the proposed initial public offey
of STAG Industrial, Inc., the majority owner of SBAIndustrial Operating Partnership, L.P. The opegatesults of these properties from October 26,020
December 31, 2010 are combined within STAG ContidlouGroup as they were under common managemettifoperiod.

(2) Significant Accounting Policies
(@ Basis of Presentatiol

The accompanying Statement relates to tbpdpties and has been prepared for the purposengblying with Rule 3-14 of Regulation S-X promutigg
under the Securities Act of 1933, as amended, eoardingly, is not representative of the actualitssof operations of the Properties, due to thauston of
the following revenue and expenses which may natdmeparable to the proposed future operationseoPitoperties:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRteperties.

(b) Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the related leases whé#actability is reasonably assured. Differenbesveen rente
revenue earned and amounts due under the leaskaaged or credited, as applicable, to accruedkestenue. The impact of the straight-line rerusithent
decreased revenue by approximately $44 for the@gdrom January 1, 2010 to October 25, 2010. Thartemakes payments for certain expenses and costs,
which have been assumed by the tenant under tins wfrtheir respective lease, and are not refleictélde Statement.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period to prepare the Statement in conformity waitbounting principles generally accepted in theté¢hBtates of America. Actual results could diffem
those estimates.
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Rogers & Vonore Properties
Notes to Combined Statement of Revenue and Certalfxpenses (Continued)
(dollars in thousands)
(3) Description of Leasing Arrangements

The Properties are leased to two tenardsrumon-cancelable operating leases which haveatig dates of June 30, 2014 and October 14, 2016,
respectively.

Future minimum base rentals over the niggtfears on non-cancelable operating leases ableer 31, 2010, are as follows:

2011 $ 3,05C
2012 3,33¢
2013 3,42¢
2014 2,64z
2015 1,85¢

The above future minimum lease paymenttudrcamortization of accrued rental revenue andatbelow-market lease intangibles.
(4) Commitments and Contingencies

The Properties are subject to legal cleamd disputes in the ordinary course of businessidgament believes that the ultimate settlemenhpfeisting
potential claims and disputes would not have a ristienpact on the Properties' revenue and cedparating expenses.

(5) Subsequent Events

Management has evaluated the events amsbitions that have occurred through February @Bl ,2he date which the Statement was availabbe to
issued, and noted no items requiring adjustmetiteftatement or additional disclosure.
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Report of Independent Auditors
To STAG Industrial, Inc.:

We have audited the accompanying combitetdrment of revenue and certain expenses (theetSéat") of the Salem Properties (the "Propertifs“jhe
period from January 1, 2010 to November 3, 2010 Btatement is the responsibility of management.r@sponsibility is to express an opinion on this
Statement based on our audit.

We conducted our audit in accordance wittittng standards generally accepted in the Urtiades of America. Those standards require thatlareand
perform the audit to obtain reasonable assurancetathether the Statement is free of material rmtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigtation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was preparetthégpurpose of complying with the rules and retioies of the Securities and Exchange Commissian (fo
inclusion in the registration statement on Forml$flSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Properties' revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Properties for the period from January 1, 2010 ¢eédnber 3, 2010 in conformity with accounting pijstes generally accepted in the United States of
America.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 15, 2011
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Salem Properties
Combined Statement of Revenue and Certain Expenses

(dollars in thousands)

Period from
January 1, 2010 to
November 3, 2010

Revenue
Rental revenu $ 71C
Tenant recoverie 134
Total revenue 844
Certain expense
Property 13
Real estate taxe 123
Certain expense 13€
Revenue in excess of certain exper $ 70¢

The accompanying notes are an integral part tadhgbined statement of revenue and certain expenses.
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Salem Properties
Notes to Combined Statement of Revenue and CertalExpenses

(dollars in thousands)
(1) Organization

The Salem Properties (the "Properties"tareindustrial properties located in Salem, ORe Becompanying combined statement of revenue atairce
expenses ("Statement”) relates to the operatiotised®Properties.

Prior to November 4, 2010, the Propertiesarowned by an unaffiliated third party and werder common management. Therefore, their resudts ar
being presented on a combined basis in the State@arNovember 4, 2010, the Properties were acdliyeSTAG Gl Salem, LLC ("GI") and are intended to
be contributed to STAG Industrial Operating Parshgy, L.P. in connection with the proposed inipablic offering of STAG Industrial, Inc., the maigyr
owner of STAG Industrial Operating Partnership,.LTRe operating results of these properties fromaeduber 4, 2010 to December 31, 2010 are combined
within STAG Contribution Group as they were undemenon management for this period.

(2) Significant Accounting Policies
(@) Basis of Presentatiol

The accompanying Statement relates to tbpdpties and has been prepared for the purposengblying with Rule 3-14 of Regulation S-X promutigg
under the Securities Act of 1933, as amended, eoardingly, is not representative of the actualitssof operations of the Properties, due to thauston of
the following revenue and expenses which may natdmeparable to the proposed future operationseoPitoperties:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRteperties.

(b) Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the related leases whé#actability is reasonably assured. Differenbesveen rente
revenue earned and amounts due under the leaskaaged or credited, as applicable, to accruedkestenue. The impact of the straight-line rerusithent
increased revenue by approximately $22 for theogeriom January 1, 2010 to November 3, 2010. Terenuveries representing additional rents from agpe
reimbursements for real estate taxes, insurancetued operating expenses are recognized in thedderwhich the related expenses are incurred.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period in preparing the Statement in conformityhwdatcounting principles generally accepted in thédd States of America. Actual results could diffem
those estimates.
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Salem Properties
Notes to Combined Statement of Revenue and Certalfxpenses (Continued)
(dollars in thousands)
(3) Description of Leasing Arrangements

The Properties are leased to three tensmisr non-cancelable operating leases which hgviea¢ion dates of March 31, 2012, February 28, 2&id
December 31, 2014, respectively.

Future minimum base rentals over the next fears on non-cancelable operating leases arbleer 31, 2010, are as follows:

2011 $ 84¢
2012 73€
2013 71C
2014 583

The above future minimum lease paymenttudectenant reimbursements, amortization of accraathl revenue and above/below-market lease
intangibles.

(4) Commitments and Contingencies

The Properties are subject to legal cleamd disputes in the ordinary course of businesaidgament believes that the ultimate settlemenhpfeisting
potential claims and disputes would not have a ristienpact on the Properties' revenue and cedparating expenses.

(5) Subsequent Events

Management has evaluated the events amsbitions that have occurred through February @Bl #he date which the Statement was availableto b
issued, and noted no items requiring adjustmetiteftatement or additional disclosure.
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Report of Independent Auditors

To STAG Industrial, Inc.:

We have audited the accompanying stateofaetvenue and certain expenses (the "Statemefntied/NValker Property (the "Property") for the perifrom
January 1, 2010 to October 14, 2010. This Statemehe responsibility of management. Our respalitsilis to express an opinion on this Statemergdobon
our audit.

We conducted our audit in accordance wittittng standards generally accepted in the Urfiedes of America. Those standards require thatlareand
perform the audit to obtain reasonable assurancetathether the Statement is free of material rmtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigtation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was preparetthégpurpose of complying with the rules and retioies of the Securities and Exchange Commissian (fo
inclusion in the registration statement on Forml$flSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Property's revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Property for the period from January 1, 2010 tooBet 14, 2010 in conformity with accounting prinegpgenerally accepted in the United States of Acaer

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
February 15, 2011
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Walker Property
Statement of Revenue and Certain Expenses
(dollars in thousands)

Period from
January 1, 2010 to
October 14, 2010

Revenue
Rental revenu $ 56C
Tenant recoverie 164
Total revenue 724

Certain expense

Property 61
Real estate taxes and insura 102
Certain expense 164
Revenue in excess of certain exper $ 56C

The accompanying notes are an integral part tgtdtement of revenue and certain expenses.

F-114




Table of Contents

Walker Property
Notes to Statement of Revenue and Certain Expenses

(dollars in thousands)
(1) Organization

The Walker Property(the "Property"), isragte tenant industrial property located in Wallkdi, The accompanying statement of revenue ancicert
expenses ("Statement") relates to the operatiotisedProperty.

Prior to October 15, 2010, the Property mased by an unaffiliated third party. On OctobBr 2010, the Property was acquired by STAG Gl
Walker, LLC ("GI") and is intended to be contribdt® STAG Industrial Operating Partnership, L.Pcamnection with the proposed initial public offegiof
STAG Industrial, Inc., the majority owner of STA@dustrial Operating Partnership, L.P. The operatasylts of this property from October 15, 2010 to
December 31, 2010 are combined within STAG ContidlouGroup as they were under common managemettifoperiod.

(2) Significant Accounting Policies
(@ Basis of Presentatiol

The accompanying Statement relates to tbpdPty and has been prepared for the purposenopiging with Rule 3-14 of Regulation S-X promulgate
under the Securities Act of 1933, as amended, eoardingly, is not representative of the actualitssof operations of the Property, due to the &sion of the
following revenue and expenses which may not bepesable to the proposed future operations of topétty:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRheperty.

(b) Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the related leases whé#actability is reasonably assured. Differenbesveen rente
revenue earned and amounts due under the leasbaaged or credited, as applicable, to accruedresmtenue. The impact of the straight-line renusitnent
decreased revenue by approximately $43 for the@gdrom January 1, 2010 to October 14, 2010. Teretveries representing additional rents from agpe
reimbursements for real estate taxes, insurancetued operating expenses are recognized in thedderwhich the related expenses are incurred.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period in preparing the Statement in conformityhwdatcounting principles generally accepted in thédd States of America. Actual results could diffem
those estimates.
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Walker Property
Notes to Statement of Revenue and Certain Expens@3ontinued)
(dollars in thousands)
(3) Description of Leasing Arrangements
The Property is leased to one tenant uadwm-cancelable operating lease which has anatipirdate of August 31, 2017.

Future minimum base rentals over the niggtfears on non-cancelable operating leases ableer 31, 2010, are as follows:

2011 $ 704
2012 704
2013 704
2014 704
2015 704

The above future minimum lease paymenttudectenant reimbursements, amortization of accraathl revenue and above/below-market lease
intangibles.

(4) Commitments and Contingencies

The Property is subject to legal claims diggputes in the ordinary course of business. Mamegt believes that the ultimate settlement ofeatisting
potential claims and disputes would not have a ristenpact on the Property's revenue and certparating expenses.

(5) Subsequent Events

Management has evaluated the events amsbitions that have occurred through February @Bl #he date which the Statement was availableto b
issued, and noted no items requiring adjustmetiteftatement or additional disclosure.
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Report of Independent Auditors
To STAG Industrial, Inc.:

We have audited the accompanying stateofertvenue and certain expenses (the "Statemehttiedooresville Property (the "Property") for thear
ended December 31, 2010. This Statement is themegplity of management. Our responsibility iseipress an opinion on this Statement based onualit: a

We conducted our audit in accordance wittittng standards generally accepted in the Urfiades of America. Those standards require thatlareand
perform the audit to obtain reasonable assurancetathether the Statement is free of material mtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigutation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was prepareithégpurpose of complying with the rules and retioites of the Securities and Exchange Commissian (fo
inclusion in the registration statement on FormlSflSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Property's revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Property for the year ended December 31, 2010nfocmity with accounting principles generally actagpin the United States of America.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
April 4, 2011
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Mooresville Property
Statements of Revenue and Certain Expenses

(dollars in thousands)

Period from
January 1, 2011 to Year Ended
February 28, December 31,
2011 2010
(Unaudited)
Revenue
Rental revenu $ 18C $ 1,08(
Total revenue 18C 1,08(
Certain expense
Certain expense — _
Revenue in excess of certain exper $ 18C $ 1,08(

The accompanying notes are an integral part tgtdtements of revenue and certain expenses.
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Mooresville Property
Notes to Statements of Revenue and Certain Expenses
(dollars in thousands)
(1) Organization

The Mooresville Property (the "Property$)a single tenant industrial property located indvesville, NC. The accompanying statements ofmegs and
certain expenses ("Statements") relate to the tipasof the Property.

Prior to March 1, 2011 the Property was edvby an unaffiliated third party. On March 1, 2@té& Property was acquired by STAG Gl MooresvlleC,
which was contributed to STAG Industrial Operatitaytnership, L.P., an entity consolidated by STA@uktrial, Inc. The operating results of this pmype
from March 1, 2011 to April 19, 2011 are combinethim STAG Contribution Group as they were undemeoeon management for this period.

(2) Significant Accounting Policies
(@) Basis of Presentatiol

The accompanying Statements have beennec:far the purpose of complying with Rule 3-1Reafgulation S-X promulgated under the Securitiesdhct
1933, as amended, and accordingly, are not regegsenof the actual results of operations of thepRrty, due to the exclusion of the following reue and
expenses which may not be comparable to the prddosere operations of the Property:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekzdted to the proposed future operations ofRteperty.

(b) Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the related lease vdodiectability is reasonably assured. Differencesveen rental
revenue earned and amounts due under the leasbaaged or credited, as applicable, to accruedireenenue. The tenant makes payments for certain
expenses and costs, which have been assumed tantr under the terms of their respective leastage not reflected in the Statements.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period to prepare the Statements in conformity witbounting principles generally accepted in th@ddinStates of America. Actual results could difiem
those estimates.

(d) Unaudited Interim Statement

The statement of revenue and certain exgsefos the period from January 1, 2011 to Febr@8&8\2011 is unaudited. In the opinion of managentaet
statement reflects all adjustments necessary flair aresentation of the results of the interimiper All such adjustments are of a normal recurnature.
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Mooresville Property
Notes to Statements of Revenue and Certain Expeng&@ontinued)
(dollars in thousands)
(3) Description of Leasing Arrangements
The Property is leased to one tenant uadem-cancelable operating lease which has anatxpirdate of May 31, 2021.

Future minimum base rentals over the niggtyears on the non-cancelable operating leaBeetmber 31, 2010 are as follows:

2011 $ 1,08C
2012 1,08(
2013 1,08C
2014 1,08(
2015 1,08C

The above future minimum lease paymenttudrcamortization of accrued rental revenue andefbelow-market lease intangibles.
(4) Commitments and Contingencies

The Property is subject to legal claims digpputes in the ordinary course of business. Mamegt believes that the ultimate settlement ofeatisting
potential claims and disputes would not have a ristenpact on the Property's revenue and certparating expenses.

(5) Subsequent Events

Management has evaluated the events amshitions that have occurred through Septembe2(8,, the date which the Statements were avaitatide
issued, and noted no items requiring adjustmetiteBtatements or additional disclosure.
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Report of Independent Auditors
To STAG Industrial, Inc.:

We have audited the accompanying stateofaetvenue and certain expenses (the "StatemefntipcCleveland Property (the "Property") for treay
ended December 31, 2010. This Statement is themegplity of management. Our responsibility iseipress an opinion on this Statement based onualit: a

We conducted our audit in accordance wittittng standards generally accepted in the Urfiades of America. Those standards require thatlareand
perform the audit to obtain reasonable assuranoetathether the Statement is free of material mtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigutation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was prepareithégpurpose of complying with the rules and retioites of the Securities and Exchange Commissian (fo
inclusion in the registration statement on FormlSflSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Property's revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Property for the year ended December 31, 2010nfocmity with accounting principles generally actagpin the United States of America.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
April 4, 2011
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Cleveland Property
Statements of Revenue and Certain Expenses

(dollars in thousands)

Period from
January 1, 2011 to Year Ended
April 5, December 31,
2011 2010
(Unaudited)
Revenue
Rental revenu $ 12¢ $ 484
Tenant recoverie $ 11 41
Total revenue 13¢ 52E
Certain expense
Real estate taxe 11 41
Certain expense 11 41
Revenue in excess of certain exper $ 12¢ $ 484

The accompanying notes are an integral part tgtdtements of revenue and certain expenses.
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Cleveland Property
Notes to Statements of Revenue and Certain Expenses
(dollars in thousands)
(1) Organization

The Cleveland Property (the "Property")a isingle tenant industrial property located inv@land, TN. The accompanying statements of revende
certain expenses ("Statements") relate to the tipasof the Property.

Prior to April 6, 2011 the Property was @arby an unaffiliated third party. On April 6, 20ttfe Property was acquired by STAG Gl ClevelandCLL
which was contributed to STAG Industrial Operatitaytnership, L.P., an entity consolidated by STA@uktrial, Inc. The operating results of this pmype
from April 6, 2011 to April 19, 2011 are combineithin STAG Contribution Group as they were undemawon management for this period.

(2) Significant Accounting Policies
(@ Basis of Presentatiol

The accompanying Statements have beennec:far the purpose of complying with Rule 3-1Reafgulation S-X promulgated under the Securitiesdhct
1933, as amended, and accordingly, are not regegsenof the actual results of operations of thepRrty, due to the exclusion of the following reue and
expenses which may not be comparable to the prddosere operations of the Property:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekzdted to the proposed future operations ofRteperty.

(b) Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the related leases whé#actability is reasonably assured. Differenbesveen rente
revenue earned and amounts due under the leasbaaged or credited, as applicable, to accruedremtenue. The impact of the straight-line renusitnent
increased revenue by approximately $6 and $3thfperiod from January 1, 2011 to April 5, 201 1aclited) and for the year ended December 31, 2010,
respectively. Tenant recoveries represent additiemas from expense reimbursements for real estags and are recognized in the period in whietréthated
expenses are incurred.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period to prepare the Statements in conformity witbounting principles generally accepted in th@ddinStates of America. Actual results could difiem
those estimates.

(d) Unaudited Interim Statemer

The statement of revenue and certain exgseius the period from January 1, 2011 to Aprie811 is unaudited. In the opinion of managemest, th
statement reflects all adjustments necessary for a
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Cleveland Property
Notes to Statements of Revenue and Certain Expeng&@ontinued)
(dollars in thousands)

(2) Significant Accounting Policies (Continued)

fair presentation of the results of the interimipeér All such adjustments are of a normal recurnagure.
(3) Description of Leasing Arrangements
The Property is leased to one tenant uadem-cancelable operating lease which has anatikpirdate of October 31, 2025.

Future minimum base rentals over the niggtyears on the non-cancelable operating leaBeetmber 31, 2010 are as follows:

2011 $ 462
2012 46¢
2013 47€
2014 482
2015 49C

The above future minimum lease paymenttudectenant recoveries, amortization of accruethteavenue and above/below-market lease intargjible
(4) Commitments and Contingencies

The Property is subject to legal claims digghutes in the ordinary course of business. Mememnt believes that the ultimate settlement ofeatisting
potential claims and disputes would not have a ristenpact on the Property's revenue and certparating expenses.

(5) Subsequent Events

Management has evaluated the events amshitions that have occurred through Septembe2(8, the date which the Statements were availatibe t
issued, and noted no items requiring adjustmetti@Btatements or additional disclosure.
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Report of Independent Auditors
To STAG Industrial, Inc.:

We have audited the accompanying stateoferivenue and certain expenses (the "Statemeinttipd_ansing Property (the "Property") for the yeaded
December 31, 2010. This Statement is the respdinsibi management. Our responsibility is to exgras opinion on this Statement based on our audit.

We conducted our audit in accordance wittittng standards generally accepted in the Urtiades of America. Those standards require thatlareand
perform the audit to obtain reasonable assurancetathether the Statement is free of material rmtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigutation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was prepareithégpurpose of complying with the rules and retioites of the Securities and Exchange Commissian (fo
inclusion in the registration statement on FormlSflSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Property's revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Property for the year ended December 31, 2010nfocmity with accounting principles generally actagpin the United States of America.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
September 28, 2011
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Revenue
Rental revenu

Total revenue
Certain expense

Certain expense
Revenue in excess of certain exper

Lansing Property
Statements of Revenue and Certain Expenses

(dollars in thousands)

Period from
January 1, 2011 to Year Ended
May 25, December 31,
2011 2010
(Unaudited)
$ 557 $ 1,37¢
557 1,374
$ 557 $ 1,37¢

The accompanying notes are an integral part tgtdtements of revenue and certain expenses.
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Lansing Property
Notes to Statements of Revenue and Certain Expenses

(dollars in thousands)
(1) Organization

The Lansing Property (the "Property"), Eragle tenant industrial property located in LagsiMI. The accompanying statements of revenuecandin
expenses ("Statements") relate to the operatiotisedProperty.

Prior to May 26, 2011, the Property was edby an unaffiliated third party. On May 26, 20ttte Property was acquired by STAG Industrial Ofega
Partnership, L.P., an entity consolidated by STAGustrial, Inc.

(2) Significant Accounting Policies
(@ Basis of Presentatiol

The accompanying Statements have beennecfar the purpose of complying with Rule 3-1Reafgulation S-X promulgated under the Securitiesdhct
1933, as amended, and accordingly, are not regegsenof the actual results of operations of thepRrty, due to the exclusion of the following reue and
expenses which may not be comparable to the prddosere operations of the Property:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRteperty.

(b) Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the related leases whé#actability is reasonably assured. Differenbesveen rente
revenue earned and amounts due under the leaselsaaged or credited, as applicable, to accruelresvenue. The impact of the straidihie rent adjustmer
increased revenue by approximately $29 and $8théoperiod from January 1, 2011 to May 25, 201kaited) and for the year ended December 31, 2010,
respectively. The tenant makes payments for ceetgdenses and costs, which have been assumed tentr under the terms of their respective lease are
not reflected in the Statements.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period to prepare the Statements in conformity witbounting principles generally accepted in th@ddinStates of America. Actual results could difiem
those estimates.

(d) Unaudited Interim Statemer

The statement of revenue and certain exgseius the period from January 1, 2011 to May Z8,12is unaudited. In the opinion of management, the
statement reflects all adjustments necessary flair aresentation of the results of the interimiper All such adjustments are of a normal recurnature.
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Lansing Property
Notes to Statements of Revenue and Certain Expeng&@ontinued)
(dollars in thousands)
(3) Description of Leasing Arrangements
The Property is leased to one tenant uadwm-cancelable operating lease which has anatipirdate of April 30, 2021.

Future minimum base rentals over the niggtyears on the non-cancelable operating leaBeetmber 31, 2010 are as follows:

2011 $ 1,344
2012 1,372
2013 1,372
2014 1,372
2015 1,372

The above future minimum lease paymenttudectenant recoveries, amortization of accruethteavenue and above/below-market lease intargjible
(4) Commitments and Contingencies

The Property is subject to legal claims digpputes in the ordinary course of business. Mamegt believes that the ultimate settlement ofeatisting
potential claims and disputes would not have a ristenpact on the Property's revenue and certparating expenses.

(5) Subsequent Events

Management has evaluated the events amshitions that have occurred through Septembe2(8, the date which the Statements were availatibe t
issued, and noted no items requiring adjustmetiteBtatements or additional disclosure.
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Report of Independent Auditors
To STAG Industrial, Inc.:

We have audited the accompanying stateofaetvenue and certain expenses (the "Statemeittipdsresham Property (the "Property") for theryea
ended December 31, 2010. This Statement is themegplity of management. Our responsibility iseipress an opinion on this Statement based onualit: a

We conducted our audit in accordance wittittng standards generally accepted in the Urfiedes of America. Those standards require thatlareand
perform the audit to obtain reasonable assuranocetathether the Statement is free of material rmtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigutation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was prepareithégpurpose of complying with the rules and retioites of the Securities and Exchange Commissian (fo
inclusion in the registration statement on FormlSflSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Property's revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Property for the year ended December 31, 2010nfocmity with accounting principles generally actagpin the United States of America.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
September 28, 2011
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Gresham Property
Statements of Revenue and Certain Expenses
(dollars in thousands)

Six Months Ended Year Ended

June 30, December 31,
2011 2010
(Unaudited)
Revenue
Rental revenu $ 79z $ 1,58¢
Tenant recoverie 174 $ 361
Total revenue 96¢€ 1,94¢
Certain expense
Property 61 137
Real estate taxes and insura 113 224
Certain expense 174 361
Revenue in excess of certain exper $ 792 $ 1,58¢

The accompanying notes are an integral part tgtdtements of revenue and certain expenses.
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Gresham Property
Notes to Statements of Revenue and Certain Expenses
(dollars in thousands)
(1) Organization

The Gresham Property (the "Property") nisralustrial property located in Gresham, OR. Temapanying statements of revenue and certain sggen
("Statements") relate to the operations of the eryp

Prior to July 19, 2011, the Property wasiewby an unaffiliated third party. On July 19, 20the Property was acquired by STAG Industrial @peg
Partnership, L.P., an entity consolidated by STAGuktrial Inc.

(2) Significant Accounting Policies
(@ Basis of Presentatiol

The accompanying Statements have beennecfar the purpose of complying with Rule 3-1Reafgulation S-X promulgated under the Securitiesdhct
1933, as amended, and accordingly, are not regegsenof the actual results of operations of thepRrty, due to the exclusion of the following reue and
expenses which may not be comparable to the prddosere operations of the Property:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRteperty.

(b) Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the related leases whé#actability is reasonably assured. Differenbesveen rente
revenue earned and amounts due under the leaselsaaged or credited, as applicable, to accruelresvenue. The impact of the straidihie rent adjustmer
increased revenue by approximately $7 and $3Ihfsix months ended June 30, 2011 (unaudited)aritié¢ year ended December 31, 2010, respectively.
Tenant recoveries representing additional rents fe@pense reimbursements for real estate taxesaimse and other expenses are recognized in theper
which the related expenses are incurred.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period to prepare the Statements in conformity witbounting principles generally accepted in th@ddinStates of America. Actual results could difiem
those estimates.

(d) Unaudited Interim Statemer

The statement of revenue and certain exgseins the six months ended June 30, 2011 is uteidn the opinion of management, the statemdietcts all
adjustments necessary for a fair presentationeofeéhults of the interim period. All such adjustihsesre of a normal recurring nature.
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Gresham Property
Notes to Statements of Revenue and Certain Expeng&@ontinued)
(dollars in thousands)
(3) Description of Leasing Arrangements

The Property is leased to two tenants ungerating leases occupying 100% of the Propenty Bnant has a lease expiration of July 2014 .otther
tenant has a lease expiration of July 2016; howekiertenant has a downsize right for 134,000 sgfemt of the leased space effective March 201Bowit
penalty after giving notice during June 2012. Rergeenue for 134,000 square feet of this tendedised space is being recognized though March 2013.

Future minimum base rentals over the niggtyears on the non-cancelable operating leaBeetmber 31, 2010 are as follows:

2011 $ 1,594
2012 1,64z
2013 1,25(C
2014 78C
2015 273

The above future minimum lease paymenttudectenant recoveries, amortization of accruethteavenue and above/below-market lease intargjible
(4) Commitments and Contingencies

The Property is subject to legal claims diggputes in the ordinary course of business. Mamegt believes that the ultimate settlement ofeadisting
potential claims and disputes would not have a ristenpact on the Property's revenue and certparating expenses.

(5) Subsequent Events

Management has evaluated the events amsbitdons that have occurred through Septembe&@8, the date which the Statements were availalie t
issued, and noted no items requiring adjustmetitetatements or additional disclosure.
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Report of Independent Auditors
To STAG Industrial, Inc.:

We have audited the accompanying stateofaetvenue and certain expenses (the "Statemefntipdlazelwood Property (the "Property") for theay
ended December 31, 2010. This Statement is themegplity of management. Our responsibility iseipress an opinion on this Statement based onualit: a

We conducted our audit in accordance wittittng standards generally accepted in the Urfiades of America. Those standards require thatlareand
perform the audit to obtain reasonable assuranoetathether the Statement is free of material mtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigutation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was prepareithégpurpose of complying with the rules and retioites of the Securities and Exchange Commissian (fo
inclusion in the registration statement on FormlSflSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Property's revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Property for the year ended December 31, 2010nfocmity with accounting principles generally actagpin the United States of America.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
September 28, 2011
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Hazelwood Property
Statements of Revenue and Certain Expenses

(dollars in thousands)

Six Months Ended Year Ended
June 30, December 31,
2011 2010
(Unaudited)

Revenue
Rental revenu $ 53¢ $ 1,057
Tenant recoverie $ 21C 422
Total revenue 74¢ 1,47¢
Certain expense
Property 58 85
Real estate taxes and insura 18C 364
Certain expense 23¢€ 44¢
Revenue in excess of certain exper $ 50€ $ 1,03(C

The accompanying notes are an integral part tgtdtements of revenue and certain expenses.
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Hazelwood Property
Notes to Statements of Revenue and Certain Expenses

(dollars in thousands)
(1) Organization

The Hazelwood Property (the "Property"g isingle tenant industrial property located inkééxy, MO. The accompanying statements of revende a
certain expenses ("Statements") relate to the tipasof the Property.

Prior to July 28, 2011, the Property wasiedby an unaffiliated third party. On July 28, 20the Property was acquired by STAG Industrial @peg
Partnership, L.P., an entity consolidated by STAGustrial, Inc.

(2) Significant Accounting Policies
(@) Basis of Presentatiol

The accompanying Statements have beennecfar the purpose of complying with Rule 3-1Reafgulation S-X promulgated under the Securitiesdhct
1933, as amended, and accordingly, are not regegsenof the actual results of operations of thepRrty, due to the exclusion of the following reue and
expenses which may not be comparable to the prddosere operations of the Property:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRteperty.

(b) Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the related leases whé#actability is reasonably assured. Differenbesveen rente
revenue earned and amounts due under the leaselsaaged or credited, as applicable, to accruelresvenue. The impact of the straidihie rent adjustmer
decreased revenue by approximately $6 and $1héosik months ended June 30, 2011 (unaudited)arttié year ended December 31, 2010, respectively.
Tenant recoveries representing additional rents fe@pense reimbursements for real estate taxesaimse, and other expenses are recognized in thoel pe
which the related expenses are incurred.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period to prepare the Statements in conformity witbounting principles generally accepted in th@ddinStates of America. Actual results could difiem
those estimates.

(d) Unaudited Interim Statemer

The statement of revenue and certain exgseins the six months ended June 30, 2011 is uteidn the opinion of management, the statemdietcts all
adjustments necessary for a fair presentationeofeéhults of the interim period. All such adjustihsesre of a normal recurring nature.
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Hazelwood Property
Notes to Statements of Revenue and Certain Expeng@ontinued)
(dollars in thousands)
(3) Description of Leasing Arrangements
The Property is leased to one tenant uadwm-cancelable operating lease which has anatipirdate of November 30, 2018.

Future minimum base rentals over the niggtyears on the non-cancelable operating leaBeetmber 31, 2010 are as follows:

2011 $ 1,08t
2012 1,08t
2013 1,08:
2014 1,08t
2015 1,08:

The above future minimum lease paymenttudectenant recoveries, amortization of accruethteavenue and above/below-market lease intargjible
(4) Commitments and Contingencies

The Property is subject to legal claims diggputes in the ordinary course of business. Mamet believes that the ultimate settlement ofeatisting
potential claims and disputes would not have a ristenpact on the Property's revenue and certparating expenses.

(5) Subsequent Events

Management has evaluated the events amshitions that have occurred through Septembe2(28, the date which the Statements were availatibe t
issued, and noted no items requiring adjustmetiteBtatements or additional disclosure.
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Report of Independent Auditors
To STAG Industrial, Inc.:

We have audited the accompanying stateoferivenue and certain expenses (the "Statemefnttipd_ouisville Property (the "Property") for tlyear
ended December 31, 2010. This Statement is themegplity of management. Our responsibility iseipress an opinion on this Statement based onualit: a

We conducted our audit in accordance wittittng standards generally accepted in the Urfiades of America. Those standards require thatlareand
perform the audit to obtain reasonable assuranoetathether the Statement is free of material mtestent. An audit includes examining, on a tesishas
evidence supporting the amounts and disclosuréeiStatement. An audit also includes assessingateunting principles used and significant estimahad
by management, as well as evaluating the overafigutation of the Statement. We believe that odit puovides a reasonable basis for our opinion.

The accompanying Statement was prepareithégpurpose of complying with the rules and retioites of the Securities and Exchange Commissian (fo
inclusion in the registration statement on FormlSflSTAG Industrial, Inc.), as described in not@n2l is not intended to be a complete presentafitime
Property's revenue and expenses.

In our opinion, the Statement referredlowee presents fairly, in all material respects,rtheenue and certain expenses, as described ir2nofehe
Property for the year ended December 31, 2010nfocmity with accounting principles generally actagpin the United States of America.

/sl PricewaterhouseCoopers LLP

Boston, Massachusetts
September 28, 2011
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Louisville Property
Statements of Revenue and Certain Expenses

(dollars in thousands)

Six Months Ended Year Ended
June 30, December 31,
2011 2010
(Unaudited)
Revenue
Rental revenu $ 647 $ 1,317
Tenant recoverie $ 64 $ 10€
Total revenue 711 1,42¢
Certain expense
Property 32 57
Real estate taxes and insura 55 10¢
Certain expense 87 16€
Revenue in excess of certain exper $ 624 $ 1,257

The accompanying notes are an integral part tgtdtements of revenue and certain expenses.
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Louisville Property
Notes to Statements of Revenue and Certain Expenses

(dollars in thousands)
(1) Organization

The Louisville Property (the "Property"drisists of two single tenant industrial buildingsdted in Louisville, KY. The accompanying stateraesf
revenue and certain expenses ("Statements") teldéihe operations of the Property.

Prior to September 22, 2011, the Propegty awned by an unaffiliated third party. On Septen#®, 2011, the Property was acquired by STAG strial
Operating Partnership, L.P., an entity consolidée&TAG Industrial, Inc.

(2) Significant Accounting Policies
(@ Basis of Presentatiol

The accompanying Statements have beennecfar the purpose of complying with Rule 3-1Reafgulation S-X promulgated under the Securitiesdhct
1933, as amended, and accordingly, are not regegsenof the actual results of operations of thepRrty, due to the exclusion of the following reue and
expenses which may not be comparable to the prddosere operations of the Property:

. Depreciation and amortization

. Interest income and expense

. Amortization of above and below market leases

. Other miscellaneous revenue and expenses notlgirekdted to the proposed future operations ofRteperty.

(b) Revenue Recognitio

Rental revenue is recognized on a strdightbasis over the term of the related leases whé#actability is reasonably assured. Differenbesveen rente
revenue earned and amounts due under the leaselsaaged or credited, as applicable, to accruelresvenue. The impact of the straidihie rent adjustmer
decreased revenue by approximately $26 and $2hdasix months ended June 30, 2011 (unauditedjaaritie year ended December 31, 2010, respectively.
Tenant recoveries representing additional rents fe@pense reimbursements for real estate taxesaimse, and other expenses are recognized in thoel pe
which the related expenses are incurred.

(c) Use of Estimate:

Management has made a number of estimateassumptions relating to the reporting and d&oie of revenue and certain expenses during thetieg
period to prepare the Statements in conformity witbounting principles generally accepted in th@ddinStates of America. Actual results could difiem
those estimates.

(d) Unaudited Interim Statemer

The statement of revenue and certain exgseins the six months ended June 30, 2011 is uteidn the opinion of management, the statemdietcts all
adjustments necessary for a fair presentationeofeéhults of the interim period. All such adjustihsesre of a normal recurring nature.
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Louisville Property
Notes to Statements of Revenue and Certain Expeng&@ontinued)
(dollars in thousands)
(3) Description of Leasing Arrangements

The Property is leased to one tenant uadwm-cancelable operating lease which has anatixpirdate of July 31, 2011. A non-cancelable apegdease
was signed on September 22, 2011, effective Segtefih 2011 which has an expiration date of July2B16. Annual rents during the first five yearstof
lease are $1,369.

Future minimum base rentals over the niggtyears on the non-cancelable operating leaBeetmber 31, 2010 are as follows:

2011 $ 784
2012 —
2013 —
2014 —
2015 —

The above future minimum lease paymenttudectenant recoveries, amortization of accruethteavenue and above/below-market lease intargjible
(4) Commitments and Contingencies

The Property is subject to legal claims digpputes in the ordinary course of business. Mamet believes that the ultimate settlement ofeatisting
potential claims and disputes would not have a ristenpact on the Property's revenue and certparating expenses.

(5) Subsequent Events

Management has evaluated the events amsbitdons that have occurred through Septembe&@8, the date which the Statements were availalie t
issued, and noted no items requiring adjustmetiteBtatements or additional disclosure.
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