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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

RANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended April 30, 2012

or

£TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from ____________ to ____________

Commission File Number 000-14851

Investors Real Estate Trust
(Exact name of Registrant as specified in its charter)

North Dakota 45-0311232
(State or other jurisdiction of incorporation or

organization)
(IRS Employer Identification No.)

1400 31st Avenue SW, Suite 60
Post Office Box 1988

Minot, ND 58702-1988
(Address of principal executive offices) (Zip code)

701-837-4738
(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:
Common Shares of Beneficial Interest (no par value) - NASDAQ Global Select Market

Series A Cumulative Redeemable Preferred Shares of Beneficial Interest (no par value) -
NASDAQ Global Select Market

Securities registered pursuant to Section 12(g) of the Act:
None

________________________________
Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.

o Yes þ No

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Exchange Act.

o Yes þ No
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Indicate by check mark whether the Registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.

þ Yes o No
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Indicate by checkmark whether the Registrant has submitted electronically and posted on its corporate Website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§229.405 of
this chapter) during the preceding 12 months (or for such shorter period that the Registrant was required to submit and
post such files).

þ Yes o No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of Registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. o

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act.

o Large accelerated
filer

þ Accelerated filer

o  Non-acce lera ted
filer

o  S m a l l e r  r e p o r t i n g
Company

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).

o Yes þ No

The aggregate market value of the Registrant’s outstanding common shares of beneficial interest held by non-affiliates
of the Registrant as of October 31, 2011 was $608,961,193 based on the last reported sale price on the NASDAQ
Global Select Market on October 31, 2011. For purposes of this calculation, the Registrant has assumed that its
trustees and executive officers are affiliates.

The number of common shares of beneficial interest outstanding as of June 25, 2012, was 90,265,194.

References in this Annual Report on Form 10-K to the “Company,” “IRET,” “we,” “us,” or “our” include consolidated
subsidiaries, unless the context indicates otherwise.

Documents Incorporated by Reference: Portions of IRET’s definitive Proxy Statement for its 2012 Annual Meeting of
Shareholders to be held on September 18, 2012 are incorporated by reference into Part III (Items 10, 11, 12, 13 and
14) hereof.
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Special Note Regarding Forward Looking Statements

Certain statements included in this Annual Report on Form 10-K and the documents incorporated into this document
by reference are “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as
amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange
Act”). Such forward-looking statements include statements about our belief that we have the liquidity and capital
resources necessary to meet our known obligations and to make additional real estate acquisitions and capital
improvements when appropriate to enhance long term growth; and other statements preceded by, followed by or
otherwise including words such as “believe,” “expect,” “intend,” “project,” “plan,” “anticipate,” “potential,” “may,” “designed,” “estimate,”
“should,” “continue” and other similar expressions. These statements indicate that we have used assumptions that are
subject to a number of risks and uncertainties that could cause our actual results or performance to differ materially
from those projected.

Although we believe that the expectations reflected in such forward-looking statements are based on reasonable
assumptions, we can give no assurance that these expectations will prove to have been correct. Important factors that
could cause actual results to differ materially from the expectations reflected in the forward-looking statements
include:

•the economic health of the markets in which we own and operate multi-family and commercial properties, in
particular the states of Minnesota and North Dakota, or other markets in which we may invest in the future;

• the economic health of our commercial tenants;

•market rental conditions, including occupancy levels and rental rates, for multi-family residential and commercial
properties;

•our ability to identify and secure additional multi-family residential and commercial properties that meet our criteria
for investment;

•the level and volatility of prevailing market interest rates and the pricing of our common shares of beneficial interest;

• financing risks, such as our inability to obtain debt or equity financing on favorable terms, or at all;

•compliance with applicable laws, including those concerning the environment and access by persons with
disabilities; and

• the availability and cost of casualty insurance for losses.

Readers should carefully review our financial statements and the notes thereto, as well as the section entitled “Risk
Factors” in Item 1A of this Annual Report on Form 10-K and the other documents we file from time to time with the
Securities and Exchange Commission (“SEC”).

In light of these uncertainties, the events anticipated by our forward-looking statements might not occur. We
undertake no obligation to update or revise any forward-looking statements, whether as a result of new information,
future events or otherwise. The foregoing review of factors that could cause our actual results to differ materially from
those contemplated in any forward-looking statements included in this Annual Report on Form 10-K should not be
construed as exhaustive.
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PART I

Item 1. Business

Overview

Investors Real Estate Trust (“IRET” or the “Company”) is a self-advised equity Real Estate Investment Trust (“REIT”)
organized under the laws of North Dakota. Since our formation in 1970, our business has consisted of owning and
operating income-producing real estate properties. We are structured as an Umbrella Partnership Real Estate
Investment Trust or UPREIT and we conduct our day-to-day business operations through our operating partnership,
IRET Properties, a North Dakota Limited Partnership (“IRET Properties” or the “Operating Partnership”). Our
investments consist of multi-family residential properties and commercial office, commercial medical, commercial
industrial and commercial retail properties. These properties are located primarily in the upper Midwest states of
Minnesota and North Dakota. For the fiscal year ended April 30, 2012, our real estate investments in these two states
accounted for 69.0% of our total gross revenue. Our principal executive office is located in Minot, North Dakota. We
also have corporate offices in Minneapolis and St. Cloud, Minnesota, and additional property management offices in
Kansas, Minnesota, Missouri, Montana, Nebraska, North Dakota and South Dakota.

We seek to diversify our investments among multi-family residential, commercial office, commercial medical,
commercial industrial and commercial retail properties. As of April 30, 2012, our real estate portfolio consisted of:

•84 multi-family residential properties containing 9,161 apartment units and having a total real estate investment
amount net of accumulated depreciation of $411.0 million;

•68 commercial office properties containing approximately 5.1 million square feet of leasable space and having a total
real estate investment amount net of accumulated depreciation of $483.9 million;

•65 commercial medical properties (including senior housing) containing approximately 2.9 million square feet of
leasable space and having a total real estate investment amount net of accumulated depreciation of $421.5 million;

•19 commercial industrial properties containing approximately 2.9 million square feet of leasable space and having a
total real estate investment amount net of accumulated depreciation of $98.3 million; and

•30 commercial retail properties containing approximately 1.4 million square feet of leasable space and having a total
real estate investment amount net of accumulated depreciation of $103.8 million.

Our residential leases are generally for a one-year term. Our commercial properties are typically leased to tenants
under long-term lease arrangements. As of April 30, 2012, no individual tenant accounted for more than 10% of our
total real estate rentals, although affiliated entities of Edgewood Vista together accounted for approximately 12.4% of
our total commercial segments’ minimum rents.

Structure

We were organized as a REIT under the laws of North Dakota on July 31, 1970.

Since our formation, we have operated as a REIT under Sections 856-858 of the Internal Revenue Code of 1986, as
amended (the “Internal Revenue Code”), and since February 1, 1997, we have been structured as an UPREIT. Since
restructuring as an UPREIT, we have conducted our daily business operations primarily through IRET Properties.
IRET Properties is organized under the laws of North Dakota pursuant to an Agreement of Limited Partnership dated
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January 31, 1997. IRET Properties is principally engaged in acquiring, owning, operating and leasing multi-family
residential and commercial real estate. The sole general partner of IRET Properties is IRET, Inc., a North Dakota
corporation and our wholly-owned subsidiary. All of our assets (except for qualified REIT subsidiaries) and liabilities
were contributed to IRET Properties, through IRET, Inc., in exchange for the sole general partnership interest in IRET
Properties. As of April 30, 2012, IRET, Inc. owned an 81.5% interest in IRET Properties. The remaining ownership of
IRET Properties is held by individual limited partners.
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Investment Strategy and Policies

Our business objective is to increase shareholder value by employing a disciplined investment strategy. This strategy
is focused on growing assets in desired geographical markets, achieving diversification by property type and location,
and adhering to targeted returns in acquiring properties.

We generally use available cash or short-term floating rate debt to acquire real estate. We then replace such cash or
short-term floating rate debt with fixed-rate secured debt. In appropriate circumstances, we also may acquire one or
more properties in exchange for our common shares of beneficial interest (“common shares”) or for limited partnership
units of IRET Properties (“limited partnership units” or “UPREIT Units”), which are convertible, after the expiration of a
minimum holding period of one year, into cash or, at our sole discretion, into our common shares on a one-to-one
basis.

Our investment strategy is to invest in multi-family residential properties, and in commercial office, commercial
medical, commercial industrial and commercial retail properties that are leased to single or multiple tenants, usually
for five years or longer, and are located throughout the upper Midwest. We operate mainly within the states of North
Dakota and Minnesota, although we also have real estate investments in Colorado, Idaho, Iowa, Kansas, Missouri,
Montana, Nebraska, South Dakota, Wisconsin and Wyoming.

In order to implement our investment strategy we have certain investment policies. Our significant investment policies
are as follows:

Investments in the securities of, or interests in, entities primarily engaged in real estate activities and other securities.
While we are permitted to invest in the securities of other entities engaged in the ownership and operation of real
estate, as well as other securities, we currently have no plans to make any investments in other securities.

Any policy, as it relates to investments in other securities, may be changed by a majority of the members of our Board
of Trustees at any time without notice to or a vote of our shareholders.

Investments in real estate or interests in real estate. We currently own multi-family residential properties and/or
commercial properties in 12 states. We may invest in real estate, or interests in real estate, located anywhere in the
United States; however, we currently plan to focus our investments in those states in which we already have property,
with specific concentration in Minnesota, North Dakota, Nebraska, Iowa, Colorado, Montana, South Dakota, and
Kansas. Similarly, we may invest in any type of real estate or interest in real estate including, but not limited to, office
buildings, apartment buildings, shopping centers, industrial and commercial properties, special purpose buildings and
undeveloped acreage. Under our Third Restated Trustees’ Regulations (Bylaws), however, we may not invest more
than 10.0% of our total assets in unimproved real estate, excluding property being developed or property where
development will be commenced within one year.

It is not our policy to acquire assets primarily for capital gain through sale in the short term. Rather, it is our policy to
acquire assets with an intention to hold such assets for at least a 10-year period. During the holding period, it is our
policy to seek current income and capital appreciation through an increase in value of our real estate portfolio, as well
as increased revenue as a result of higher rents.

Any policy, as it relates to investments in real estate or interests in real estate may be changed by our Board of
Trustees at any time without notice to or a vote of our shareholders.

Investments in real estate mortgages. While not our primary business focus, from time to time we make loans to others
that are secured by mortgages, liens or deeds of trust covering real estate. We have no restrictions on the type of
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property that may be used as collateral for a mortgage loan; provided, however, that except for loans insured or
guaranteed by a government or a governmental agency, we may not invest in or make a mortgage loan unless an
appraisal is obtained concerning the value of the underlying property.  Unless otherwise approved by our Board of
Trustees, it is our policy that we will not invest in mortgage loans on any one property if in the aggregate the total
indebtedness on the property, including our mortgage, exceeds 85.0% of the property’s appraised value.  We can invest
in junior mortgages without notice to, or the approval of, our shareholders.  As of April 30, 2012 and 2011, we had no
junior mortgages
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outstanding.  We had no investments in real estate mortgages at April 30, 2012. We had one contract for deed
outstanding as of April 30, 2011, with a balance due to us, net of reserves, of approximately $156,000.

Our policies relating to mortgage loans, including second mortgages, may be changed by our Board of Trustees at any
time, or from time to time, without notice to, or a vote of, our shareholders.

Policies With Respect to Certain of Our Activities

Our current policies as they pertain to certain of our activities are described as follows:

Distributions to shareholders and holders of limited partnership units. One of the requirements of the Internal Revenue
Code for a REIT is that it distribute 90% of its net taxable income, excluding net capital gains, to its shareholders.
There is a separate requirement to distribute net capital gains or pay a corporate level tax in lieu thereof. Our general
policy has been to make cash distributions to our common shareholders and the holders of limited partnership units of
approximately 65.0% to 90.0% of our funds from operations and to use the remaining funds for capital improvements
or the purchase of additional properties. This policy may be changed at any time by our Board of Trustees without
notice to, or approval of, our shareholders. Distributions to our common shareholders and unitholders in fiscal years
2012 and 2011 totaled approximately 86.4% and 108.9%, respectively, on a per share and unit basis of our funds from
operations.

Issuing senior securities. On April 26, 2004, we issued 1,150,000 shares of 8.25% Series A Cumulative Redeemable
Preferred Shares of Beneficial Interest (the “Series A preferred shares”). Depending on future interest rate and market
conditions, we may issue additional preferred shares or other senior securities which would have dividend and
liquidation preference over our common shares.

Borrowing money. We rely on borrowed funds in pursuing our investment objectives and goals. It is generally our
policy to seek to borrow up to 65.0% to 75.0% of the appraised value of all new real estate acquired or developed.
This policy concerning borrowed funds is vested solely with our Board of Trustees and can be changed by our Board
of Trustees at any time, or from time to time, without notice to, or a vote of, our shareholders. Such policy is subject,
however, to the limitation in our Bylaws, which provides that unless approved by a majority of the independent
members of our Board of Trustees and disclosed to our shareholders in our next quarterly report along with
justification for such excess, we may not borrow in excess of 300.0% of our total Net Assets (as such term is used in
our Bylaws, which usage is not in accordance with generally accepted accounting principles (“GAAP”), “Net Assets”
means our total assets at cost before deducting depreciation or other non-cash reserves, less total liabilities). Our
Bylaws do not impose any limitation on the amount that we may borrow against any one particular property.  As of
April 30, 2012, our ratio of total indebtedness to total real estate investments was 70.7% while our ratio of total
indebtedness as compared to our Net Assets (computed in accordance with our Bylaws) was 117.2%.

Offering securities in exchange for property. Our organizational structure allows us to issue shares and to offer limited
partnership units of IRET Properties in exchange for real estate. The limited partnership units are convertible into
cash, or, at our option, common shares on a one-for-one basis after a minimum one-year holding period. All limited
partnership units receive the same cash distributions as those paid on common shares. Limited partners are not entitled
to vote on any matters affecting us until they convert their limited partnership units to common shares.

Our declaration of trust, as amended (our “Declaration of Trust”), does not contain any restrictions on our ability to offer
limited partnership units of IRET Properties in exchange for property. As a result, any decision to do so is vested
solely in our Board of Trustees. This policy may be changed at any time, or from time to time, without notice to, or a
vote of, our shareholders. For the three most recent fiscal years ended April 30, we have issued the following limited
partnership units of IRET Properties in exchange for properties:
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(in thousands)
2012 2011 2010

Limited partnership units issued 1,024 555 390
Value at issuance $8,055 $4,996 $3,897

Acquiring or repurchasing shares. As a REIT, it is our intention to invest only in real estate assets. Our Declaration of
Trust does not prohibit the acquisition or repurchase of our common or preferred shares or other securities so long as
such activity does not prohibit us from operating as a REIT under the Internal Revenue Code. Any policy
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regarding the acquisition or repurchase of shares or other securities is vested solely in our Board of Trustees and may
be changed at any time, or from time to time, without notice to, or a vote of, our shareholders.

During fiscal year 2012, we did not repurchase any of our outstanding common shares, preferred shares or limited
partnership units, except for the redemption of a nominal amount of fractional common shares held by shareholders.

To make loans to other persons. Our organizational structure allows us to make loans to other persons, subject to
certain conditions and subject to our election to be taxed as a REIT. All loans must be secured by real property or
limited partnership units of IRET Properties. Our mortgage loans receivable (including contracts for deed), net of
reserves, totaled $0 as of April 30, 2012, and approximately $156,000 as of April 30, 2011.

To invest in the securities of other issuers for the purpose of exercising control. We have not, for the past three years,
engaged in, and we are not currently engaging in, investment in the securities of other issuers for the purpose of
exercising control. Our Declaration of Trust does not impose any limitation on our ability to invest in the securities of
other issuers for the purpose of exercising control. Any decision to do so is vested solely in our Board of Trustees and
may be changed at any time, or from time to time, without notice to, or a vote of, our shareholders.

Information about Segments

We currently operate in five reportable real estate segments: multi-family residential, commercial office, commercial
medical (including senior housing), commercial industrial and commercial retail. For further information on these
segments and other related information, see Note 11 of our consolidated financial statements, and Management’s
Discussion and Analysis of Financial Condition and Results of Operations in Item 7 of this Annual Report on Form
10-K.

Executive Officers of the Company

Set forth below are the names, ages, titles and biographies of each of our executive officers as of July 1, 2012.

Name Age Title
Timothy P. Mihalick 53 President and Chief Executive Officer
Thomas A. Wentz,
Jr. 46

Executive Vice President and Chief Operating
Officer

Diane K. Bryantt 48
Executive Vice President and Chief Financial
Officer

Michael A. Bosh 41 Executive Vice President and General Counsel
Mark W. Reiling 54 Executive Vice President of Asset Management
Charles A.
Greenberg 53

Senior Vice President, Commercial Asset
Management

Ted E. Holmes 41 Senior Vice President, Finance

Andrew Martin 39
Senior Vice President, Residential Property
Management

Timothy P. Mihalick joined us as a financial officer in May 1981, after graduating from Minot State University. He
has served in various capacities with us over the years and was named Vice President in 1992. Mr. Mihalick served as
the Chief Operating Officer from 1997 to 2009, as a Senior Vice President from 2002 to 2009, and as a member of our
Board of Trustees since 1999. In September 2009, Mr. Mihalick was named President and Chief Executive Officer.
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Thomas A. Wentz, Jr. is a graduate of Harvard College and the University of North Dakota School of Law, and joined
us as General Counsel and Vice President in January 2000. He served as Senior Vice President of Asset Management
and Finance from 2002 to 2009 and as a member of our Board of Trustees since 1996. In September 2009, Mr. Wentz
was named Senior Vice President and Chief Operating Officer, and in June 2012 Mr. Wentz was named Executive
Vice President and Chief Operating Officer. Prior to 2000, Mr. Wentz was a shareholder in the law firm of Pringle &
Herigstad, P.C. from 1992 to 1999. Mr. Wentz is a member of the American Bar Association and the North Dakota
Bar Association, and he is a Director of SRT Communications, Inc.

Diane K. Bryantt is a graduate of Minot State University. Ms. Bryantt joined us in June 1996, and served as our
Controller and Corporate Secretary before being appointed to the positions of Senior Vice President and Chief
Financial Officer in 2002 and Executive Vice President and Chief Financial Officer in June 2012. Prior to joining us,
Ms. Bryantt was employed by First American Bank, Minot, North Dakota.
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Michael A. Bosh joined us as Associate General Counsel and Secretary in September 2002, and was named General
Counsel in September 2003 and Executive Vice President and General Counsel in June 2012. Prior to 2002, Mr. Bosh
was a shareholder in the law firm of Pringle & Herigstad, P.C. Mr. Bosh graduated from Jamestown College in 1992
and from Washington & Lee University School of Law in 1995. Mr. Bosh is a member of the American Bar
Association and the North Dakota Bar Association.

Mark W. Reiling joined IRET in June 2012 as Executive Vice President of Asset Management. Mr. Reiling holds a
Bachelor’s in Business Administration degree in Finance from the University of Notre Dame, and has over 30 years of
experience in commercial real estate. He was associated with the Towle Real Estate Company and its successors (now
Cassidy Turley) in Minneapolis, Minnesota, for approximately 18 years as President of Towle Properties, Inc.,
providing asset management services to commercial property owners, and as Senior Vice President at Cassidy Turley,
responsible for new business development (brokerage and property management services).

Charles A. Greenberg joined IRET in August 2005 as Director of Commercial Asset Management, and was named
Senior Vice President, Commercial Asset Management in November 2008. He is a graduate of the University of
Wisconsin-Madison and has over 26 years of experience in both asset and property management of institutional-grade
real estate investments. From 1989 to 2005, Mr. Greenberg was General Manager at Northco Corporation, a
Minneapolis-based real estate investment firm.

Ted E. Holmes joined us in 2009 as Vice President of Finance, and was promoted to Senior Vice President of Finance
in December 2010.  Mr. Holmes has over 15 years of experience in the finance industry, including the placement of
debt and equity as a commercial and multi-family mortgage banker. From 1994 to 2002 Mr. Holmes was an Analyst
and Assistant Vice President with Towle Financial Services/Midwest, a privately held mortgage banking company in
Minneapolis, and he served as Director with Wells Fargo Bank, NA from 2003 to 2009. He holds a Bachelor of Arts
degree in Economics from St. Cloud State University and is a licensed Minnesota Broker.

Andrew Martin joined IRET in December 2009 to lead the Company’s Residential Property Management division. In
May 2011 Mr. Martin was promoted to Senior Vice President of Residential Property Management.   He has over 17
years of experience in the commercial and multi-family property management industry.  Prior to his employment with
IRET, Mr. Martin was a partner with INH Companies, a property management firm based in St. Cloud, Minnesota,
and also worked in Minneapolis, Minnesota for United Properties as a regional property manager.  Mr. Martin holds a
bachelors degree in Real Estate and a Master’s degree in Business Administration from St. Cloud State University, and
has earned the designation of Certified Property Manager from the Institute of Real Estate Management.

Employees

As of April 30, 2012, we had 400 employees, of whom 322 were full-time and 78 part-time employees. Of these 400
employees, 55 are corporate staff in our Minot, North Dakota and Minneapolis, Minnesota offices, and 345 are
property management employees based at our properties or in local property management offices.

Environmental Matters and Government Regulation

Under various federal, state and local laws, ordinances and regulations relating to the protection of the environment, a
current or previous owner or operator of real estate may be liable for the costs of removal or remediation of certain
hazardous or toxic substances released at a property, and may be held liable to a governmental entity or to third parties
for property damage or personal injuries and for investigation and clean-up costs incurred in connection with any
contamination. In addition, some environmental laws create a lien on a contaminated site in favor of the government
for damages and costs it incurs in connection with the contamination. These laws often impose liability without regard
to whether the current owner was responsible for, or even knew of, the presence of such substances. It is generally our
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policy to obtain from independent environmental consultants a “Phase I” environmental audit (which involves visual
inspection but not soil or groundwater analysis) on all properties that we seek to acquire. We do not believe that any
of our properties are subject to any material environmental contamination. However, no assurances can be given that:

•a prior owner, operator or occupant of the properties we own or the properties we intend to acquire did not create a
material environmental condition not known to us, which might have been revealed by more in-depth study of the
properties; and
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