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Forward-Looking Statements

Certain statements included in this annual report on Form 10-K are forward-looking statements. Those statements
include statements regarding the intent, belief or current expectations of American Realty Capital Trust, Inc. and
members of our management team, as well as the assumptions on which such statements are based, and generally are
identified by the use of words such as “may,” “will,” “seeks,” “anticipates,” “believes,” “estimates,” “expects,” “plans,
or similar expressions. Actual results may differ materially from those contemplated by such forward-looking
statements. Further, forward-looking statements speak only as of the date they are made, and we undertake no
obligation to update or revise forward-looking statements to reflect changed assumptions, the occurrence of
unanticipated events or changes to future operating results over time, unless required by law.
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The following are some of the risks and uncertainties, although not all risks and uncertainties, that could cause our
actual results to differ materially from those presented in our forward-looking statements:

*  We and our advisor have a limited operating history and our advisor has limited experience operating a
public company. This inexperience makes our future performance difficult to predict.

» All of our executive officers are also officers, managers and/or holders of a direct or indirect controlling
interest in our advisor, our dealer manager and other American Realty Capital-affiliated entities. As a
result, our executive officers, our advisor and its affiliates face conflicts of interest, including significant
conflicts created by our advisor’s compensation arrangements with us and other investors advised by
American Realty Capital affiliates and conflicts in allocating time among these investors and us. These
conflicts could result in unanticipated actions.

* Because investment opportunities that are suitable for us may also be suitable for other American Realty
Capital-advised programs or investors, our advisor and its affiliates face conflicts of interest relating to
the purchase of properties and other investments and such conflicts may not be resolved in our favor,
meaning that we could invest in less attractive assets, which could reduce the investment return to our
stockholders.

* While we are investing the proceeds of our ongoing initial public offering, the competition for the type
of properties we desire to acquire may cause our distributions and the long-term returns of our investors
to be lower than they otherwise would.

*  We depend on tenants for our revenue, and, accordingly, our revenue is dependent upon the success and
economic viability of our tenants.

* Increases in interest rates could increase the amount of our debt payments and limit our ability to pay
distributions to our stockholders.

* We may not generate cash flows sufficient to pay our dividends to stockholders, as such we may be
forced to borrow at higher rates or depend on our advisor to waive reimbursement of certain expenses
and fees to fund our operations.

All forward-looking statements should be read in light of the risks identified in Part I, Item IA of this annual report on
Form 10-K.
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PART I
Item 1. Business.
Organization

American Realty Capital Trust, Inc. (the “Company”) was incorporated in August 2007 as a Maryland corporation that
intends to qualify as a real estate investment trust (“REIT”) for federal income tax purposes beginning with the taxable
year that ended December 31, 2008. As a REIT, we generally are not subject to corporate-level income taxes. To
maintain our REIT status, we are required, among other requirements, to distribute annually at least 90% of our “REIT
taxable income,” as defined by the Internal Revenue Code of 1986, as amended (the “Code”), to our stockholders. If we
fail to qualify as a REIT in any taxable year, we would be subject to federal income tax on our taxable income at
regular corporate tax rates.

The Company acquires and operates commercial properties. All such properties may be acquired and operated by the
Company alone or jointly with another party. We purchased our first property and commenced our real estate
operations in March 2008. As of December 31, 2008, the Company owned 92 properties comprising approximately
713,000 square feet of freestanding, single tenant commercial space. As of December 31, 2008, these properties were
100% occupied.

In September 2007, we filed a registration statement on Form S-11 with the Securities and Exchange Commission (the
“SEC”) to offer a minimum of 750,000 shares and a maximum of 150,000,000 shares of common stock for sale to the
public. The SEC declared our registration statement effective in January 2008, and we launched our ongoing initial
public offering in March 2008 upon retaining Realty Capital Securities, LLC, an affiliate of the advisor, to serve as the
dealer manager of the offering (the “Dealer Manager”). The Dealer Manager is responsible for marketing our shares in
the ongoing initial public offering.

The Company is managed by American Realty Capital Advisor, LLC (the “Advisor”’) and American Realty Capital
Properties, LLC, which serves as the Company’s property manager (the “Property Manager”). These affiliates, along
with the Dealer Manager, receive compensation and fees for services related to the ongoing offering and for the
investment and management of the Company’s assets. These entities receive fees during the offering, acquisition,
operational and liquidation stages.

In March 2008 we broke escrow in our ongoing initial public offering and accepted subscriptions for 899,679 shares
valued at approximately $9.0 million. As of December 31, 2008, the Company issued 1,276,814 shares of common
stock, including shares issued through under our Dividend Reinvestment Plan (the “DRIP”’) and 339,077 shares issued in
connection with an acquisition in March 2008. Total gross proceeds from these issuances were $11,720,112. As of
December 31, 2008, the aggregate value of all share issuances and subscriptions outstanding was $14,829,622 based

on a per share value of $10.00 (or $9.50 per share for shares issued under the Distribution Reinvestment Plan (the
“DRIP”). This amount includes stock subscriptions of $2,069,367 which are maintained by the Company’s third-party
escrow agent, to be released when certain escrow requirements have been achieved.

Substantially all of the Company’s business is conducted through American Realty Capital Operating Partnership, L.P.
(the “OP”), a Delaware limited partnership. The Company is the sole general partner of and owns a 99.01% partnership
interest in the OP. The Advisor is the sole limited partner and owner of 0.99% (minority interest) of the partnership
interests of the OP. The limited partner interests have the right to convert Operating Partnerships units into cash or, at
the option of the Company, an equal number of common shares of the Company, as allowed by the limited partnership
agreement.
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Investment Objectives

We invest in commercial real estate properties. Our primary investment objectives are:
* to provide current income for investors through the payment of cash distributions; and
* to preserve and return investors’ capital contributions.

We also seek capital gain from our investments. Investors may be able to obtain a return on all or a portion of their
capital contribution in connection with the sale of an investor’s shares if we list our shares on an exchange. We cannot
assure investors that we will attain any of these objectives. See “Risk Factors.”

Our core investment strategy for achieving these objectives is to acquire, own and manage a portfolio of free standing
commercial properties that are leased to a diversified group of credit worthy companies on a single tenant, net lease
basis. Net leases generally require the tenant to pay substantially all of the costs associated with operating and
maintaining the property such as maintenance, insurance, taxes, structural repairs and all other operating and capital
expenses (referred to as “triple-net leases”™).

We will seek to list our shares of common stock for trading on a national securities exchange only if a majority of our
directors believe listing would be in our best interests. We do not intend to list our shares at this time. We do not
anticipate that there will be any market for our common stock until our shares are listed or quoted. In making the
decision to apply for listing of our shares to provide other forms of liquidity, such as selling our properties and other
assets either on a portfolio basis or individually or engaging in a business combination transaction, our board of
directors will evaluate whether listing the shares, liquidating or another transaction would be in our best interests. It
cannot be determined at this time the circumstances, if any, under which the board of directors would determine to list
the shares. If we do not list our shares of common stock on the New York Stock Exchange or NASDAQ Stock Market
by December 1, 2018, we intend to either:

» seek stockholder approval of an extension or amendment of this listing deadline; or
* seek stockholder approval to adopt a plan of liquidation of the corporation.

If we sought and did not obtain stockholder approval of an extension or amendment to the listing deadline, we intend
then to adopt a plan of liquidation and begin an orderly sale of our properties.

Our board of directors may revise our investment policies, which we describe in more detail below, without the
concurrence of our stockholders. Our independent directors will review our investment policies, which we discuss in
detail below, at least annually to determine that our policies are in the best interest of our stockholders.

Acquisition and Investment Policies

The Company seeks to build a diversified portfolio comprised primarily of free-standing single-tenant bank branch,
convenience store, retail, office and industrial properties that are double-net and triple-net leased to investment grade
(S&P BBB- or better) and other creditworthy tenants. Triple-net (NNN) leases typically require the tenant to pay
substantially all of the costs associated with operating and maintaining the property such as maintenance, insurance,
taxes, structural repairs and all other operating and capital expenses. Double-net (NN) leases typically provide that the
landlord is responsible for maintaining the roof and structure, or other structural aspects of the property, while the
tenant is responsible for all remaining expenses associated with the property. We will seek to build a portfolio where
at least 50% of the portfolio will be comprised of properties leased to investment grade tenants. While most of our
investment will be directly in such properties, we may also invest in entities that own or invest in such properties. We

8



Edgar Filing: American Realty Capital Trust, Inc. - Form 10-K

shall strive to assemble a portfolio of real estate that is diversified by industry, geography, tenants, credits, and use.
We do not anticipate any single tenant or geographic concentration to comprise more than 10% of our portfolio. We
anticipate that our portfolio will consist primarily of freestanding, single-tenant properties net leased for use as bank
branches, convenience stores, retail, office and industrial establishments. Although we expect our portfolio will
consist primarily of freestanding, single-tenant properties, we will not forgo opportunities to invest in other types of
real estate investments that meet our overall investment objectives.

Borrowing Policies

Our Advisor believes that utilizing borrowing is consistent with our investment objective of maximizing the return to
investors. By operating on a leveraged basis, we will have more funds available for investment in properties. This will
allow us to make more investments than would otherwise be possible, resulting in a more diversified portfolio. There
is no limitation on the amount we may borrow against any single improved property. However, under our charter, we
are required to limit our borrowings to 75% of the greater of the aggregate cost (before deducting depreciation or other
non-cash reserves) or the aggregate fair market value of our gross assets as of the date of any borrowing (and to 300%
of our net assets (as defined in our charter)), unless excess borrowing is approved by a majority of the independent
directors and disclosed to our stockholders in the next quarterly report along with the justification for such excess
borrowing. In the event that we issue preferred stock that is entitled to a preference over the common stock in respect
of distributions or liquidation or is treated as debt under accounting principles generally accepted in the United States
of America (“GAAP”), we will include it in the leverage restriction calculations, unless the issuance of the preferred
stock is approved or ratified by our stockholders. We expect that during the period of the offering we will request that
our independent directors approve borrowings in excess of this limitation since we will then be in the process of
raising our equity capital to acquire our portfolio. However, we anticipate that our overall leverage following our
offering stage will be within our charter limit.
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The Advisor will use its best efforts to obtain financing on the most favorable terms available to us. All of our
financing arrangements must be approved by a majority of our board members including a majority of our
independent directors. Lenders may have recourse to assets not securing the repayment of the indebtedness.

Our operating partnership may, with the approval from our independent board of directors, utilize unsecured revolving
equity lines in connection with property acquisitions as opportunities present themselves, which equity shall be repaid
as we raise common equity. Currently, we have two such equity lines: (1) up to $10 million dollars provided by
certain managing principals of American Realty Capital II, LLC, which as of December 31, 2008 has been called to
the extent of $6.5 million, and (2) up to $10 million dollars provided by a joint venture between Cambr Company, Inc.
and certain managing principals of American Realty Capital II, LLC, which as of December 31, 2008 has been called
to the extent of $8.4 million.

In addition, short-term equity facilities may be obtained from third parties on a case-by-case basis as acquisition
opportunities present themselves simultaneous with our capital raising efforts. We view the use of short-term equity
facilities as an efficient and accretive means of acquiring real estate in advance of raising equity capital. Accordingly,
we can take advantage of buying opportunities as we expand our fund raising activities. A third party contributed a
total of approximately $8 million of preferred but unsecured equity towards the acquisition of the two of our property
acquisitions. The preferred equity in one of our property acquisitions is convertible into shares of common stock in
the Company.

Distribution Policy

To maintain our qualification as a REIT, we are required to make aggregate annual distributions to our stockholders of
at least 90% of our annual taxable income (which does not necessarily equal net income as calculated in accordance
with GAAP. Our board of directors may authorize distributions in excess of those required for us to maintain REIT
status depending on our financial condition and such other factors as our board of directors deems relevant. We
calculate our monthly distributions based upon daily record and distribution declaration dates so investors may be
entitled to distributions immediately upon purchasing our shares.

On February 25, 2008, our board of directors declared a distribution for each monthly period commencing 30 days
subsequent to acquiring our initial portfolio of real estate investments, payable in cash on the 2nd day following each
month end to stockholders of record at the close of business each day during the applicable period. We acquired our
initial real estate investment on March 5, 2008. Accordingly, our daily dividend commenced accruing on April 5,
2008. The REIT’s initial distribution payment was paid to shareholders on May 21, 2008 representing dividends
accrued from April 5, 2008 through April 30, 2008. Subsequently, we modified the payment date to the 2nd day
following each month end to stockholders of record at the close of business each day during the applicable

period. The distribution is calculated based on stockholders of record each day during the applicable period at a rate
of $0.00178082191 per day, and equals a daily amount that, if paid each day for a 365-day period, would equal a 6.5%
annualized rate based on the share price of $10.00. During the year ended December 31, 2008, distributions paid
totaled $445,284, inclusive of $149,725 of common shares issued under the dividend reinvestment plan. As of
December 31, 2008, cash used to pay our distributions was entirely generated from funds received from operating
activities and fee waivers from our advisor. Our distributions have not been paid from any other sources. We have
continued to pay distributions to our shareholders each month since our initial dividend payment.

On November 5, 2008, the board of directors approved an increase in its annual cash distribution from $.65 to $.67 per
share. Based on a $10.00 share price, this 20 basis point increase, effective January 2, 2009, is an annualized

distribution rate of 6.7%.

The following is a chart of monthly distributions declared and paid since the commencement of the offering:
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May

June

July
August
September
October
November
December
Total
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Total

30,262
49,638
55,042
57,584
61,395
61,425
65,496
64,443
445,284 %

Cash

22,008
35,283
34,788
36,519
39,361
41,078
43,646
42,877
295,559 %

Distribution Reinvestment

Plan

8,253
14,354
20,255
21,064
22,035
20,347
21,850
21,567

149,725
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The Company pays the Advisor an annualized asset management fee of 1.0% based on the aggregate contract
purchase price of all properties. Through December 31, 2008, the Company paid no such fees to the Advisor. The
Adpvisor has elected to waive its asset management fee through December 31, 2008, and will determine if such fees
will be waived in subsequent periods on a quarter-to-quarter basis. Such waived fees for the period ended December
31, 2008 equal approximately $733,086. If the Advisor had not agreed to waive the asset management fee, we would
not have had sufficient cash to fund our distributions. Had this been the case, additional borrowings would have been
incurred to fund our monthly distributions.

Tax Status

We plan to make an election to be taxed as a REIT under Sections 856 through 860 of the Internal Revenue Code,
effective for our taxable year ended December 31, 2008. We believe that, commencing with such taxable year, we are
organized and operate in such a manner as to qualify for taxation as a REIT under the Internal Revenue Code. We
intend to continue to operate in such a manner to qualify for taxation as a REIT, but no assurance can be given that we
will operate in a manner so as to qualify or remain qualified as a REIT. Pursuant to our charter, our board of directors
has the authority to make any tax elections on our behalf that, in their sole judgment, are in our best interest. This
authority includes the ability to elect not to qualify as a REIT for federal income tax purposes or, after qualifying as a
REIT to revoke or otherwise terminate our status as a REIT. Our board of directors has the authority under our charter
to make these elections without the necessity of obtaining the approval of our stockholders. In addition, our board of
directors has the authority to waive any restrictions and limitations contained in our charter that are intended to
preserve our status as a REIT during any period in which our board of directors has determined not to pursue or
preserve our status as a REIT.

Competition

The United States commercial real estate investment market continues to be highly competitive. We actively compete
with many other entities engaged in the acquisition and operation of commercial properties. As such, we compete for
a limited supply of properties and financing for these properties that meet our investment criteria. Investors include
large institutional investors, pension funds, REITS, insurance companies, as well as foreign and private investors.
These entities may have greater financial resources than we do. This increased competition in the commercial real
estate and finance markets may limit the number of suitable properties available to us and result in higher pricing,
lower yields and an increased cost of funds. These factors could also result in delays in the investment of proceeds
from our ongoing initial public offering.

Regulations

Our investments are subject to various federal, state, local and foreign laws, ordinances and regulations, including,
among other things, zoning regulations, land use controls, environmental controls relating to air and water quality,
noise pollution and indirect environmental impacts such as increased motor vehicle activity. We believe that we have

all permits and approvals necessary under current law to operate our investments.

5
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Environmental

As an owner of real estate, we are subject to various environmental laws of federal, state and local governments.
Compliance with existing laws has not had a material adverse effect on our financial condition or results of operations,
and management does not believe it will have such an impact in the future. However, we cannot predict the impact of
unforeseen environmental contingencies or new or changed laws or regulations on properties in which we hold an
interest, or on properties that may be acquired directly or indirectly in the future.

Employees

We have no direct employees. The employees of the Advisor and other affiliates perform a full range of real estate
services for us, including acquisitions, property management, accounting, legal, asset management, wholesale
brokerage and investor relations services.

We are dependent on these affiliates for services that are essential to us, including the sale of shares of our common
stock, asset acquisition decisions, property management and other general administrative responsibilities. In the event
that these companies were unable to provide these services to us, we would be required to provide such services
ourselves or obtain such services from other sources.

Financial Information About Industry Segments

Our current business consists of owning, managing, operating, leasing, acquiring, investing in and disposing of real
estate assets. All of our consolidated revenues are from our consolidated real estate properties. We internally evaluate
operating performance on an individual property level and view all of our real estate assets as one industry segment,
and, accordingly, all of our properties are aggregated into one reportable segment.

Available Information

We electronically file annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and
all amendments to those reports with the SEC. We also have filed with the SEC a registration statement in connection
with our current offering. Copies of our filings with the SEC may be obtained from the website maintained for us and
our affiliates at www.americanrealtycap.com or from the SEC’s website at www.sec.gov . Access to these filings is
free of charge. We are not incorporating our website or any information from the website into this Form 10-K.

Item 1A. Risk Factors.
Risks Related to an Investment in American Realty Capital Trust, Inc.

We have limited operating history and established financing sources, and the prior performance of real estate
investment programs sponsored by affiliates of our advisor may not be an indication of our future results.

We have limited operating history and investors should not rely upon the past performance of other real estate
investment programs sponsored by affiliates of our advisor to predict our future results. We were incorporated on
August 17, 2007. We have made limited investments in real estate. Although Mr. Schorsch, Mr. Kahane and other
members of our advisor’s management have significant experience in the acquisition, finance, management and
development of commercial real estate, the prior performance of real estate investment programs sponsored by
affiliates of Mr. Schorsch, Mr. Kahane and our advisor may not be indicative of our future results.

Moreover, neither our advisor nor we have any established financing sources. Presently, our advisor is funded by
capital contributions from American Realty Capital II, LLC, a company wholly owned by Mr. Schorsch, Mr. Kahane,
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operations, we will not be successful.

Investors should consider our prospects in light of the risks, uncertainties and difficulties frequently encountered by

companies that are, like us, in their early stage of development. To be successful in this market, we must, among other

things:

identify and acquire investments that further our investment strategies;

increase awareness of the American Realty Capital Trust, Inc. name within the investment
products market;

expand and maintain our network of licensed securities brokers and other agents;
attract, integrate, motivate and retain qualified personnel to manage our day-to-day operations;

respond to competition for our targeted real estate properties and other investments as well as for
potential investors; and

continue to build and expand our operations structure to support our business.

14



Edgar Filing: American Realty Capital Trust, Inc. - Form 10-K

We cannot guarantee that we will succeed in achieving these goals, and our failure to do so could cause investors to
lose all or a portion of their investments.

Because this is a blind pool offering, investors will not have the opportunity to evaluate all of our investments before
we make them, which makes an investment in us more speculative.

Since inception, we have acquired only a limited number of properties. Additionally, we will not provide investors
with information to evaluate our investments prior to our acquisition of properties. We will seek to invest substantially
all of the offering proceeds available for investment, after the payment of fees and expenses, in the acquisition of
freestanding, single-tenant commercial properties net leased to investment grade or other creditworthy tenants. We
may also, in the discretion of our advisor, invest in other types of real estate or in entities that invest in real estate. We
will acquire or invest in properties located only in the United States and the Commonwealth of Puerto Rico. In
addition, our advisor may make or invest in mortgage, bridge or mezzanine loans or participations therein on our
behalf if our board of directors determines, due to the state of the real estate market or in order to diversify our
investment portfolio or otherwise, that such investments are advantageous to us. We have established policies relating
to the creditworthiness of tenants of our properties, but our board of directors will have wide discretion in
implementing these policies, and investors will not have the opportunity to evaluate potential tenants.

There is no public trading market for our shares and there may never be one; therefore, it will be difficult for investors
to sell their shares.

There currently is no public market for our shares and there may never be one. If investors are able to find a buyer for
their shares, investors may not sell their shares unless the buyer meets applicable suitability and minimum purchase
standards. Our charter also prohibits the ownership of more than 9.8% of the aggregate of our stock or of any class or
series of our stock by a single investor, unless exempted by our board of directors, which may inhibit large investors
from desiring to purchase their shares. Moreover, our share repurchase program includes numerous restrictions that
would limit investors’ ability to sell their shares to us. Our board of directors may reject any request for repurchase of
shares, or amend, suspend or terminate our share repurchase program upon 30 days’ notice. Therefore, it will be
difficult for them to sell their shares promptly or at all. If they are able to sell their shares, they will likely have to sell
them at a substantial discount to the price they paid for the shares. It also is likely that their shares would not be
accepted as the primary collateral for a loan. Investors should purchase the shares only as a long-term investment
because of the illiquid nature of the shares.

If we, through American Realty Capital Advisors, LLC, are unable to find suitable investments, then we may not be
able to achieve our investment objectives or pay distributions.

Our ability to achieve our investment objectives and to pay distributions is dependent upon the performance of
American Realty Capital Advisors, LLC, our advisor, in acquiring our investments, selecting tenants for our properties
and securing independent financing arrangements. Investors must rely entirely on the management ability of American
Realty Capital Advisors, LLC and the oversight of our board of directors. We cannot be sure that American Realty
Capital Advisors, LLC will be successful in obtaining suitable investments on financially attractive terms or that, if it
makes investments on our behalf, our objectives will be achieved. If we, through American Realty Capital Advisors,
LLC, are unable to find suitable investments, we will hold the proceeds of the offering in an interest-bearing account
or, invest the proceeds in short-term, investment-grade investments.

We may suffer from delays in locating suitable investments, which could adversely affect our ability to make
distributions and the value of their investment.

We could suffer from delays in locating suitable investments, particularly as a result of our reliance on our advisor at
times when management of our advisor is simultaneously seeking to locate suitable investments for other affiliated
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programs. Delays we encounter in the selection, acquisition and, in the event we develop properties, development of
income-producing properties, likely would adversely affect our ability to make distributions and the value of their
overall returns. In such event, we may pay all or a substantial portion of our distributions from the proceeds of the
offering or from borrowings in anticipation of future cash flow, which may constitute a return of their capital.
Distributions from the proceeds of the offering or from borrowings also could reduce the amount of capital we
ultimately invest in properties. This, in turn, would reduce the value of investors’ investment. In particular, where we
acquire properties prior to the start of construction or during the early stages of construction, it will typically take
several months to complete construction and rent available space. Therefore, they could suffer delays in the receipt of
cash distributions attributable to those particular properties. If American Realty Capital Advisors, LLC is unable to
obtain suitable investments, we will hold the proceeds of the offering in an interest-bearing account or invest the
proceeds in short-term, investment-grade investments. If we cannot invest proceeds from the offering within a
reasonable amount of time, or if our board of directors determines it is in the best interests of our stockholders, we will
return the uninvested proceeds to investors.

If we are unable to raise substantial funds, we will be limited in the number and type of investments we may make, the
value of investors’ investment in us will fluctuate with the performance of the specific properties we acquire.

Our offering is being made on a best efforts basis, whereby the brokers participating in the offering are only required
to use their best efforts to sell our shares and have no firm commitment or obligation to purchase any of the shares. As
a result, the amount of proceeds we raise in our offering may be substantially less than the amount we would need to
achieve a broadly diversified property portfolio. If we are unable to raise substantially more than the minimum
offering amount, we will make fewer investments resulting in less diversification in terms of the number of
investments owned, the geographic regions in which our investments are located and the types of investments that we
make. In such event, the likelihood of our profitability being affected by the performance of any one of our
investments will increase. For example, in the event we only sell a small amount in excess of 750,000 shares, we may
be able to make only a few investments. If we only are able to make a few investments, we would not achieve any
asset diversification. Additionally, we are not limited in the number or size of our investments or the percentage of net
proceeds we may dedicate to a single investment. Investors’ investment in our shares will be subject to greater risk to
the extent that we lack a diversified portfolio of investments. In addition, our inability to raise substantial funds would
increase our fixed operating expenses as a percentage of gross income, and our financial condition and ability to pay
distributions could be adversely affected.

7
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If our advisor loses or is unable to obtain key personnel, our ability to implement our investment strategies could be
delayed or hindered, which could adversely affect our ability to make distributions and the value of investors’
investment.

Our success depends to a significant degree upon the contributions of certain of our executive officers and other key
personnel of our advisor, including Nicholas S. Schorsch and William M. Kahane, each of whom would be difficult to
replace. Our advisor does not have an employment agreement with any of these key personnel and we cannot
guarantee that all, or any particular one, will remain affiliated with us and/or our advisor. If any of our key personnel
were to cease their affiliation with our advisor, our operating results could suffer. Further, we do not intend to
separately maintain key person life insurance on Mr. Schorsch or any other person. We believe that our future success
depends, in large part, upon our advisor’s ability to hire and retain highly skilled managerial, operational and
marketing personnel. Competition for such personnel is intense, and we cannot assure investors that our advisor will
be successful in attracting and retaining such skilled personnel. If our advisor loses or is unable to obtain the services
of key personnel, our ability to implement our investment strategies could be delayed or hindered, and the value of
investors’ investment may decline.

Our rights and the rights of our stockholders to recover claims against our officers, directors and our advisor are
limited, which could reduce investors’ and our recovery against them if they cause us to incur losses.

Maryland law provides that a director has no liability in that capacity if he or she performs his or her duties in good
faith, in a manner he or she reasonably believes to be in the corporation’s best interests and with the care that an
ordinarily prudent person in a like position would use under similar circumstances. Our charter, in the case of our
directors, officers, employees and agents, and the advisory agreement, in the case of our advisor, generally require us
to indemnify our directors, officers, employees and agents and our advisor and its affiliates for actions taken by them
in good faith and without negligence or misconduct. Additionally, our charter limits the liability of our directors and
officers subject to the conditions imposed by Maryland law, subject to the limitations required by the Statement of
Policy Regarding Real Estate Investment Trusts published by the North American Securities Administrators
Associations, also known as the NASAA REIT Guidelines. Although our charter does not allow us to exonerate and
indemnify our directors and officers to a greater extent than permitted under Maryland law and the NASAA REIT
Guidelines, we and our stockholders may have more limited rights against our directors, officers, employees and
agents, and our advisor and its affiliates, than might otherwise exist under common law, which could reduce investors’
and our recovery against them. In addition, we may be obligated to fund the defense costs incurred by our directors,
officers, employees and agents or our advisor in some cases which would decrease the cash otherwise available for
distribution to investors.

Risks Related to Conflicts of Interest

We will be subject to conflicts of interest arising out of our relationships with our advisor and its affiliates, including
the material conflicts discussed below.

American Realty Capital Advisors, LLC will face conflicts of interest relating to the purchase and leasing of
properties, and such conflicts may not be resolved in our favor, which could adversely affect our investment
opportunities.

Affiliates of our advisor may sponsor other real estate investment programs in the future. We may buy properties at
the same time and/or in the same geographic areas as one or more of the other American Realty Capital-sponsored
programs managed by officers and key personnel of American Realty Capital Advisors, LLC. There is a risk that
American Realty Capital Advisors, LLC will choose a property that provides lower returns to us than a property
purchased by another American Realty Capital-sponsored program. We cannot be sure that officers and key personnel
acting on behalf of American Realty Capital Advisors, LLC and on behalf of managers of other American Realty
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Capital-sponsored programs will act in our best interests when deciding whether to allocate any particular property to
us. Also, we may acquire properties from, or sell properties to, other American Realty Capital-sponsored programs,
and although we will do so consistent with our investment procedures, objectives and policies, transactions entered
between us and our affiliates will not be subject to arm’s-length negotiations, which could mean that the acquisitions
may be on terms less favorable to us than those negotiated with unaffiliated parties. However, our charter provides
that the purchase price of any property acquired from an affiliate may not exceed its fair market value as determined
by a qualified independent appraiser selected by our independent directors. In addition, a majority of our directors,
including a majority of independent directors, who have no financial interest in the transaction, must determine that
the transaction is fair and reasonable to us and that the transaction is at a price to us not greater than the cost to our
affiliate or, if the price to us exceeds the cost paid by our affiliate, that there is substantial justification for the excess
cost. Furthermore, if one of the other American Realty Capital-sponsored programs attracts a tenant that we are
competing for, we could suffer a loss of revenue due to delays in locating another suitable tenant. Investors will not
have the opportunity to evaluate the manner in which these conflicts of interest are resolved before or after making
their investment. Similar conflicts of interest may apply if our advisor determines to make or purchase mortgage,
bridge or mezzanine loans or participations therein on our behalf, since other American Realty Capital-sponsored
programs may be competing with us for these investments.
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American Realty Capital Advisors, LLC faces conflicts of interest relating to joint ventures, which could result in a
disproportionate benefit to the other venture partners at our expense.

We may enter into joint ventures with other American Realty Capital-sponsored programs for the acquisition,
development or improvement of properties. American Realty Capital Advisors, LLC may have conflicts of interest in
determining which American Realty Capital-sponsored program should enter into any particular joint venture
agreement. The co-venturer may have economic or business interests or goals that are or may become inconsistent
with our business interests or goals. In addition, American Realty Capital Advisors, LLC may face a conflict in
structuring the terms of the relationship between our interests and the interest of the affiliated co-venturer and in
managing the joint venture. Since American Realty Capital Advisors, LLC and its affiliates will control both the
affiliated co-venturer and, to a certain extent, us, agreements and transactions between the co-venturers with respect to
any such joint venture will not have the benefit of arm’s-length negotiation of the type normally conducted between
unrelated co-venturers, which may result in the co-venturer receiving benefits greater than the benefits that we receive.
In addition, we may assume liabilities related to the joint venture that exceeds the percentage of our investment in the
joint venture.

American Realty Capital Advisors, LLC and its officers and employees and certain of our key personnel face
competing demands relating to their time, and this may cause our operating results to suffer.

American Realty Capital Advisors, LLC and its officers and employees and certain of our key personnel and their
respective affiliates are key personnel, general partners and sponsors of other real estate programs having investment
objectives and legal and financial obligations similar to ours and may have other business interests as well. Because
these persons have competing demands on their time and resources, they may have conflicts of interest in allocating
their time between our business and these other activities. All of our executive officers will spend at least a majority of
their time involved in our operations and Messrs. Budko, Block and Weil will spend substantially all of their time
involved in our operations. However, during times of intense activity in other programs and ventures, they may devote
less time and fewer resources to our business than is necessary or appropriate. If this occurs, the returns on our
investments may suffer.

Our officers face conflicts of interest related to the positions they hold with affiliated entities, which could hinder our
ability to successfully implement our business strategy and to generate returns to investors.

Each of our executive officers, including Nicholas S. Schorsch, who also serves as the chairman of our board of
directors, and William M. Kahane, president and chief operating officer, also are officers of our advisor, our property
manager and other affiliated entities. As a result, these individuals owe fiduciary duties to these other entities and their
stockholders and limited partners, which fiduciary duties may conflict with the duties that they owe to us or our
stockholders. Their loyalties to these other entities could result in actions or inactions that are detrimental to our
business, which could harm the implementation of our business strategy and our investment and leasing opportunities.
Conflicts with our business and interests are most likely to arise from involvement in activities related to (a) allocation
of new investments and management time and services between us and the other entities, (b) our purchase of
properties from, or sale of properties, to affiliated entities, (c) the timing and terms of the investment in or sale of an
asset, (d) development of our properties by affiliates, (e) investments with affiliates of our advisor, (f) compensation
to our advisor, and (g) our relationship with our dealer manager and property manager. If we do not successfully
implement our business strategy, we may be unable to generate cash needed to make distributions to investors and to
maintain or increase the value of our assets.

American Realty Capital Advisors, LLC faces conflicts of interest relating to the incentive fee structure under our

advisory agreement, which could result in actions that are not necessarily in the long-term best interests of our
stockholders.
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Under our advisory agreement, American Realty Capital Advisors, LLC or its affiliates will be entitled to fees that are
structured in a manner intended to provide incentives to our advisor to perform in our best interests and in the best
interests of our stockholders. However, because our advisor does not maintain a significant equity interest in us and is
entitled to receive substantial minimum compensation regardless of performance, our advisor’s interests are not wholly
aligned with those of our stockholders. In that regard, our advisor could be motivated to recommend riskier or more
speculative investments in order for us to generate the specified levels of performance or sales proceeds that would
entitle our advisor to fees. In addition, our advisor’s or its affiliates’ entitlement to fees upon the sale of our assets and
to participate in sale proceeds could result in our advisor recommending sales of our investments at the earliest
possible time at which sales of investments would produce the level of return that would entitle the advisor to
compensation relating to such sales, even if continued ownership of those investments might be in our best long-term
interest. Our advisory agreement will require us to pay a performance-based termination fee to our advisor or its
affiliates in the event that we terminate the advisor prior to the listing of our shares for trading on an exchange or,
absent such listing, in respect of its participation in net sales proceeds. To avoid paying this fee, our independent
directors may decide against terminating the advisory agreement prior to our listing of our shares or disposition of our
investments even if, but for the termination fee, termination of the advisory agreement would be in our best interest. In
addition, the requirement to pay the fee to the advisor or its affiliates at termination could cause us to make different
investment or disposition decisions than we would otherwise make, in order to satisfy our obligation to pay the fee to
the terminated advisor. Moreover, our advisor will have the right to terminate the advisory agreement upon a change
of control of our company and thereby trigger the payment of the performance fee, which could have the effect of
delaying, deferring or preventing the change of control.

There is no separate counsel for us and our affiliates, which could result in conflicts of interest.

Proskauer Rose LLP acts as legal counsel to us and also represents our advisor and some of its affiliates. There is a
possibility in the future that the interests of the various parties may become adverse and, under the Code of
Professional Responsibility of the legal profession, Proskauer Rose LLP may be precluded from representing any one
or all of such parties. If any situation arises in which our interests appear to be in conflict with those of our advisor or
its affiliates, additional counsel may be retained by one or more of the parties to assure that their interests are
adequately protected. Moreover, should a conflict of interest not be readily apparent, Proskauer Rose LLP may
inadvertently act in derogation of the interest of the parties which could affect our ability to meet our investment
objectives.
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We may have increased exposure to liabilities from litigation as a result of our participation in the Section 1031
Exchange Program, which increases the risks investors face as stockholders.

An affiliate of American Realty Capital Advisors, LLC, our advisor, has developed a program to facilitate real estate
acquisitions for persons (“1031 Participants”) who seek to reinvest proceeds from a real estate sale and qualify that
reinvestment for like-kind exchange treatment under Section 1031 of the Internal Revenue Code (“Section 1031
Exchange Program™). The Section 1031 Exchange Program involves a private placement of co-tenancy interests in real
estate. There are significant tax and securities disclosure risks associated with these private placement offerings of
co-tenancy interests to 1031 Participants. For example, in the event that the Internal Revenue Service conducts an
audit of the purchasers of co tenancy interests and successfully challenges the qualification of the transaction as a
like-kind exchange, purchasers of co-tenancy interests may file a lawsuit against the entity offering the co- tenancy
interests and its sponsors. We anticipate providing certain financial guarantees in the event co-tenancy interests in
such offerings are not sold and could therefore be named in or otherwise required to defend against lawsuits brought
by 1031 Participants. Any amounts we are required to expend for any such litigation claims may reduce the amount of
funds available for distribution to investors. In addition, disclosure of any such litigation may limit our future ability
to raise additional capital through the sale of stock or borrowings.

We are subject to risks associated with co-tenancy arrangements that are not otherwise present in a real estate
investment; these risks could reduce the value of our co-tenancy investments and investors’ overall return.

Our participation in the Section 1031 Exchange Program involves an obligation to purchase any co-tenancy interests
in a property that remain unsold at the completion of a Section 1031 Exchange Program private placement offering.
Accordingly, we could be required to purchase the unsold co-tenancy interests and thus become subject to the risks of
ownership of properties in a co-tenancy arrangement with unrelated third parties.

Ownership of co-tenancy interests involves risks not otherwise present with an investment in real estate such as the
following:

» the risk that a co-tenant may at any time have economic or business interests or goals that are
inconsistent with our business interests or goals;

 the risk that a co-tenant may be in a position to take action contrary to our instructions or
requests or contrary to our policies or objectives; or

» the possibility that a co-tenant might become insolvent or bankrupt, which may be an event of
default under mortgage loan financing documents, or allow the bankruptcy court to reject the
tenants-in-common agreement or management agreement entered into by the co-tenants owning
interests in the property.

Any of the above might subject a property to liabilities in excess of those contemplated and thus reduce investors’
returns. In the event that our interests become adverse to those of the other co-tenants, we may not have the
contractual right to purchase the co-tenancy interests from the other co-tenants. Even if we are given the opportunity
to purchase such co-tenancy interests in the future, we cannot guarantee that we will have sufficient funds available at
the time to purchase co-tenancy interests from the 1031 Participants. We might want to sell our co-tenancy interests in
a given property at a time when the other cotenants in such property do not desire to sell their interests. Therefore, we
may not be able to sell our interest in a property at the time we would like to sell. In addition, we anticipate that it will
be much more difficult to find a willing buyer for our co-tenancy interests in a property than it would be to find a
buyer for a property we owned entirely.
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Our participation in the Section 1031 Exchange Program may limit our ability to borrow funds in the future; this could
reduce the number of investments we can make and limit our ability to make distributions to investors.

Institutional lenders may view our obligations under agreements to acquire unsold co-tenancy interests in properties as
a contingent liability against our cash or other assets, which may limit our ability to borrow funds in the future.
Lenders providing lines of credit may restrict our ability to draw on our lines of credit by the amount of our potential
obligation. Further, our lenders may view such obligations in such a manner as to limit our ability to borrow funds
based on regulatory restrictions on lenders that limit the amount of loans they can make to any one borrower. These
events could limit our operating flexibility and our ability to make distributions to investors.

Risks Related to The Offering and Our Corporate Structure

The limit on the number of shares a person may own may discourage a takeover that could otherwise result in a
premium price to our stockholders.

Our charter, with certain exceptions, authorizes our directors to take such actions as are necessary and desirable to
preserve our qualification as a REIT. Unless exempted by our board of directors, no person may own more than 9.8%
in value of the aggregate our outstanding stock or more than 9.8% in value or number of shares, whichever is more
restrictive) of any class or series of our outstanding shares. This and other restrictions in our charter on the ownership
and transfer of our stock may have the effect of delaying, deferring or preventing a change in control of us, including
an extraordinary transaction (such as a merger, tender offer or sale of all or substantially all of our assets) that might
provide a premium price for holders of our common stock.
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Our charter permits our board of directors to issue stock with terms that may subordinate the rights of common
stockholders or discourage a third party from acquiring us in a manner that might result in a premium price to our
stockholders.

Our charter permits our board of directors to issue up to 250,000,000 shares of stock. In addition, our board of
directors, without any action by our stockholders, may amend our charter from time to time to increase or decrease the
aggregate number of shares or the number of shares of any class or series of stock that we have authority to issue. Our
board of directors may classify or reclassify any unissued preferred stock and establish the preferences, conversion or
other rights, voting powers, restrictions, limitations as to distributions, qualifications and terms or conditions of
repurchase of any such stock. Thus, our board of directors could authorize the issuance of preferred stock with terms
and conditions that could have a priority as to distributions and amounts payable upon liquidation over the rights of
the holders of our common stock. Preferred stock could also have the effect of delaying, deferring or preventing a
change in control of us, including an extraordinary transaction (such as a merger, tender offer or sale of all or
substantially all of our assets) that might provide a premium price for holders of our common stock.

Maryland law prohibits certain business combinations, which may make it more difficult for us to be acquired and
may limit an investor’s ability to exit the investment.

Under Maryland law, “business combinations” between a Maryland corporation and an interested stockholder or an
affiliate of an interested stockholder are prohibited for five years after the most recent date on which the interested
stockholder becomes an interested stockholder. These business combinations include a merger, consolidation, share
exchange or, in circumstances specified in the statute, an asset transfer or issuance or reclassification of equity
securities. An interested stockholder is defined as:

* any person who beneficially owns 10% or more of the voting power of the corporation’s shares;
or

» an affiliate or associate of the corporation who, at any time within the two-year period prior to
the date in question, was the beneficial owner of 10% or more of the voting power of the then
outstanding voting stock of the corporation.

A person is not an interested stockholder under the statute if the board of directors approved in advance the transaction
by which he or she otherwise would have become an interested stockholder. However, in approving a transaction, the
board of directors may provide that its approval is subject to compliance, at or after the time of approval, with any
terms and conditions determined by the board.

After the five-year prohibition, any business combination between the Maryland corporation and an interested
stockholder generally must be recommended by the board of directors of the corporation and approved by the
affirmative vote of at least:

*  80% of the votes entitled to be cast by holders of outstanding shares of voting stock of the
corporation; and

» two-thirds of the votes entitled to be cast by holders of voting stock of the corporation other than
shares held by the interested stockholder with whom or with whose affiliate the business
combination is to be effected or held by an affiliate or associate of the interested stockholder.

These super-majority vote requirements do not apply if the corporation’s stockholders receive a minimum price, as

defined under Maryland law, for their shares in the form of cash or other consideration in the same form as previously
paid by the interested stockholder for its shares. The business combination statute permits various exemptions from its

23



Edgar Filing: American Realty Capital Trust, Inc. - Form 10-K

provisions, including business combinations that are exempted by the board of directors prior to the time that the
interested stockholder becomes an interested stockholder. Pursuant to the statute, our board of directors has exempted
any business combination involving American Realty Capital Advisors, LLC or any affiliate of American Realty
Capital Advisors, LLC. Consequently, the five-year prohibition and the super-majority vote requirements will not
apply to business combinations between us and American Realty Capital Advisors, LLC or any affiliate of American
Realty Capital Advisors, LLC. As a result, American Realty Capital Advisors, LLC and any affiliate of American
Realty Capital Advisors, LLC may be able to enter into business combinations with us that may not be in the best
interest of our stockholders, without compliance with the super-majority vote requirements and the other provisions of
the statute. The business combination statute may discourage others from trying to acquire control of us and increase
the difficulty of consummating any offer.

Maryland law also limits the ability of a third-party to buy a large stake in us and exercise voting power in electing
directors.

The Maryland Control Share Acquisition Act provides that “control shares” of a Maryland corporation acquired in a
“control share acquisition” have no voting rights except to the extent approved by the corporation’s disinterested
stockholders by a vote of two-thirds of the votes entitled to be cast on the matter. Shares of stock owned by interested
stockholders, that is, by the acquirer, by officers or by directors who are employees of the corporation, are excluded
from shares entitled to vote on the matter. “Control shares” are voting shares of stock that would entitle the acquirer to
exercise voting power in electing directors within specified ranges of voting power. Control shares do not include
shares the acquiring person is then entitled to vote as a result of having previously obtained stockholder approval. A
“control share acquisition” means the acquisition of control shares. The control share acquisition statute does not apply
(a) to shares acquired in a merger, consolidation or share exchange if the corporation is a party to the transaction or (b)
to acquisitions approved or exempted by the articles of incorporation or bylaws of the corporation. Our bylaws contain
a provision exempting from the Control Share Acquisition act any and all acquisitions of our common stock by
American Realty Capital Advisors, LLC or any affiliate of American Realty Capital Advisors, LLC. This statute could
have the effect of discouraging offers from third parties to acquire us and increasing the difficulty of successfully
completing this type of offer by anyone other than our affiliates or any of their affiliates.
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If we are required to register as an investment company under the Investment Company Act, we could not continue
our business, which may significantly reduce the value of an investor’s investment.

We are not registered as an investment company under the Investment Company Act of 1940, as amended (the
“Investment Company Act”), pursuant to an exemption in Section 3(c)(5)(C) of the Investment Company Act and
certain No-Action Letters from the Securities and Exchange Commission. Pursuant to this exemption, (a) at least 55%
of our assets must consist of real estate fee interests or loans secured exclusively by real estate or both; (b) at least
25% of our assets must consist of loans secured primarily by real estate (this percentage will be reduced by the
amount by which the percentage in (a) above is increased); and (c) up to 20% of our assets may consist of
miscellaneous investments. We intend to monitor compliance with these requirements on an ongoing basis. If we were
obligated to register as an investment company, we would have to comply with a variety of substantive requirements
under the Investment Company Act imposing, among other things:

* limitations on capital structure;
* restrictions on specified investments;
» prohibitions on transactions with affiliates; and

» compliance with reporting, record keeping, voting, proxy disclosure and other rules and
regulations that would significantly change our operations.

In order to maintain our exemption from regulation under the Investment Company Act, we must engage primarily in
the business of buying real estate, and these investments must be made within a year after the offering ends. If we are
unable to invest a significant portion of the proceeds of the offering in properties within one year of the termination of
the offering, we may avoid being required to register as an investment company by temporarily investing any unused
proceeds in government securities with low returns. This would reduce the cash available for distribution to investors
and possibly lower investors’ returns.

To maintain compliance with the Investment Company Act exemption, we may be unable to sell assets we would
otherwise want to sell and may need to sell assets we would otherwise wish to retain. In addition, we may have to
acquire additional income or loss generating assets that we might not otherwise have acquired or may have to forgo
opportunities to acquire interests in companies that we would otherwise want to acquire and would be important to our
investment strategy. If we were required to register as an investment company but failed to do so, we would be
prohibited from engaging in our business, and criminal and civil actions could be brought against us. In addition, our
contracts would be unenforceable unless a court were to require enforcement, and a court could appoint a receiver to
take control of us and liquidate our business.

Investors are bound by the majority vote on matters on which they are entitled to vote, and therefore, an investor’s vote
on a particular matter may be superseded by the vote of others.

Investors may vote on certain matters at any annual or special meeting of stockholders, including the election of
directors. However, investors will be bound by the majority vote on matters requiring approval of a majority of the

stockholders even if they do not vote with the majority on any such matter.

If investors do not agree with the decisions of our board of directors, they only have limited control over changes in
our policies and operations and may not be able to change such policies and operations.

Our board of directors determines our major policies, including our policies regarding investments, financing, growth,
debt capitalization, REIT qualification and distributions. Our board of directors may amend or revise these and other
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policies without a vote of the stockholders. Under the Maryland General Corporation Law and our charter, our
stockholders have a right to vote only on the following:

¢ the election or removal of directors;

* amendments of our charter (including a change in our investment objectives), except certain
amendments that do not adversely affect the rights, preferences and privileges of our
stockholders;

* our liquidation or dissolution;
* areorganization of our company, as provided in our charter; and

* mergers, consolidations or sales or other dispositions of substantially all of our assets, as
provided in our charter.

All other matters are subject to the discretion of our board of directors.

Our board of directors may change our investment policies without stockholder approval, which could alter the nature
of investors’ investments.

Our charter requires that our independent directors review our investment policies at least annually to determine that
the policies we are following are in the best interest of the stockholders. These policies may change over time. The
methods of implementing our investment policies may also vary, as new real estate development trends emerge and
new investment techniques are developed. Our investment policies, the methods for their implementation, and our
other objectives, policies and procedures may be altered by our board of directors without the approval of our
stockholders. As a result, the nature of investors’ investments could change without investors’ consent.

Investors are limited in their ability to sell their shares pursuant to our share repurchase program and may have to hold
their shares for an indefinite period of time.

Our board of directors may amend the terms of our share repurchase program without stockholder approval. Our board
of directors also is free to suspend or terminate the program upon 30 days notice or to reject any request for
repurchase. In addition, the share repurchase program includes numerous restrictions that would limit investors’ ability
to sell their shares. Generally, investors must have held their shares for at least one year in order to participate in our
share repurchase program. If our board of directors authorizes a repurchase from legally available funds, we will limit
the number of shares repurchased pursuant to our share repurchase program as follows: (a) during any calendar year,
the number of shares we will redeem will be limited to 5% of the weighted average number of shares outstanding
during the prior year (shares requested for repurchase upon the death of a stockholder will not be subject to this
limitation); and (b) funding for the repurchase of shares will be limited to (i) the net proceeds we receive from the sale
of shares under our distribution reinvestment plan, (ii) proceeds from the sales of shares in our continuous offering,
and (iii) other available allocated operating funds. These limits might prevent us from accommodating all repurchase
requests made in any year. These restrictions severely limit investors’ ability to sell their shares should they require
liquidity, and limit their ability to recover the value they invested or the fair market value of their shares.

12

26



Edgar Filing: American Realty Capital Trust, Inc. - Form 10-K

We established the offering price on an arbitrary basis; as a result, the actual value of investors’ investments may be
substantially less than what they pay.

Our board of directors has arbitrarily determined the selling price of the shares consistent with comparable real estate
investment programs in the market, and such price bears no relationship to our book or asset values, or to any other
established criteria for valuing issued or outstanding shares. Because the offering price is not based upon any
independent valuation, the offering price is not indicative of the proceeds that investors would receive upon
liquidation.

Because the dealer manager is one of our affiliates, investors will not have the benefit of an independent review of the
prospectus or us as customarily performed in underwritten offerings.

The dealer manager, Realty Capital Securities, LLC, is one of our affiliates and will not make an independent review
of us or the offering. Accordingly, investors will have to rely on their own broker-dealer to make an independent
review of the terms of the offering. If their broker-dealer does not conduct such a review, they will not have the
benefit of an independent review of the terms of the offering. Further, the due diligence investigation of us by the
dealer manager cannot be considered to be an independent review and, therefore, may not be as meaningful as a
review conducted by an unaffiliated broker-dealer or investment banker.

Investors’ interest in us will be diluted if we issue additional shares.

Existing stockholders and potential investors in the offering do not have preemptive rights to any shares issued by us
in the future. Our charter currently authorizes us to issue up to 250,000,000 shares of stock, of which 240,000,000
shares are designated as common stock and 10,000,000 are designated as preferred stock.

Subject to any limitations set forth under Maryland law, our board of directors may increase the number of authorized
shares of stock, increase or decrease the number of shares of any class or series of stock designated, or reclassify any
unissued shares without the necessity of obtaining stockholder approval. All of such shares may be issued in the
discretion of our board of directors. Existing stockholders and investors purchasing shares in the offering likely will
suffer dilution of their equity investment in us, in the event that we (a) sell shares in the offering or sell additional
shares in the future, including those issued pursuant to our distribution reinvestment plan, (b) sell securities that are
convertible into shares of our common stock, (c) issue shares of our common stock in a private offering of securities
to institutional investors, (d) issue shares of our common stock upon the exercise of the options granted to our
independent directors, (e) issue shares to our advisor, its successors or assigns, in payment of an outstanding fee
obligation as set forth under our advisory agreement, or (f) issue shares of our common stock to sellers of properties
acquired by us in connection with an exchange of limited partnership interests of American Realty Capital Operating
Partnership, L.P., existing stockholders and investors purchasing shares in the offering will likely experience dilution
of their equity investment in us. In addition, the partnership agreement for American Realty Capital Operating
Partnership, L.P. contains provisions that would allow, under certain circumstances, other entities, including other
American Realty Capital-sponsored programs, to merge into or cause the exchange or conversion of their interest for
interests of American Realty Capital Operating Partnership, L.P. Because the limited partnership units of American
Realty Capital Operating Partnership, L.P. may, in the discretion of our board of directors, be exchanged for shares of
our common stock, any merger, exchange or conversion between American Realty Capital Operating Partnership, L.P.
and another entity ultimately could result in the issuance of a substantial number of shares of our common stock,
thereby diluting the percentage ownership interest of other stockholders. Because of these reasons, amongst others,
investors should not expect to be able to own a significant percentage of our shares.

Payment of fees to American Realty Capital Advisors, LLC and its affiliates reduces cash available for investment and
distribution.
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American Realty Capital Advisors, LLC and its affiliates will perform services for us in connection with the offer and
sale of the shares, the selection and acquisition of our investments, and the management and leasing of our properties,
the servicing of our mortgage, bridge or mezzanine loans, if any, and the administration of our other investments.
They are paid substantial fees for these services, which reduces the amount of cash available for investment in
properties or distribution to stockholders.

We may be unable to pay or maintain cash distributions or increase distributions over time.

There are many factors that can affect the availability and timing of cash distributions to stockholders. Distributions
will be based principally on cash available from our operations. The amount of cash available for distributions is
affected by many factors, such as our ability to buy properties as offering proceeds become available, rental income
from such properties, and our operating expense levels, as well as many other variables. Actual cash available for
distributions may vary substantially from estimates. With no prior operating history, we cannot assure investors that
we will be able to pay or maintain our current anticipated level of distributions or that distributions will increase over
time. We cannot give any assurance that rents from the properties will increase, that the securities we buy will
increase in value or provide constant or increased distributions over time, or that future acquisitions of real properties,
mortgage, bridge or mezzanine loans or any investments in securities will increase our cash available for distributions
to stockholders. Our actual results may differ significantly from the assumptions used by our board of directors in
establishing the distribution rate to stockholders. We may not have sufficient legally available cash from operations to
make a distribution required to qualify for or maintain our REIT status. We may increase borrowing or use proceeds
from the offering to make distributions, each of which could be deemed to be a return of investors’ capital. We may
make distributions from the proceeds of the offering or from borrowings in anticipation of future cash flow. Any such
distributions will constitute a return of capital and may reduce the amount of capital we ultimately invest in properties
and negatively impact the value of investors’ investment.
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General Risks Related to Investments in Real Estate

Our operating results will be affected by economic and regulatory changes that have an adverse impact on the real
estate market in general, and we cannot assure investors that we will be profitable or that we will realize growth in the
value of our real estate properties.

Our operating results are subject to risks generally incident to the ownership of real estate, including:
* changes in general economic or local conditions;
» changes in supply of or demand for similar or competing properties in an area;

* changes in interest rates and availability of permanent mortgage funds that may render the sale of
a property difficult or unattractive;

» changes in tax, real estate, environmental and zoning laws; and
* periods of high interest rates and tight money supply.

These and other reasons may prevent us from being profitable or from realizing growth or maintaining the value of
our real estate properties.

Many of our properties will depend upon a single tenant for all or a majority of their rental income, and our financial
condition and ability to make distributions may be adversely affected by the bankruptcy or insolvency, a downturn in
the business, or a lease termination of a single tenant.

We expect that many of our properties will be occupied by only one tenant or will derive a majority of their rental
income from one tenant and, therefore, the success of those properties will be materially dependent on the financial
stability of such tenants. Lease payment defaults by tenants could cause us to reduce the amount of distributions we
pay. A default of a tenant on its lease payments to us would cause us to lose the revenue from the property and force
us to find an alternative source of revenue to meet any mortgage payment and prevent a foreclosure if the property is
subject to a mortgage. In the event of a default, we may experience delays in enforcing our rights as landlord and may
incur substantial costs in protecting our investment and re-letting the property. If a lease is terminated, there is no
assurance that we will be able to lease the property for the rent previously received or sell the property without
incurring a loss. A default by a tenant, the failure of a guarantor to fulfill its obligations or other premature termination
of a lease, or a tenant’s election not to extend a lease upon its expiration, could have an adverse effect on our financial
condition and our ability to pay distributions.

If a tenant declares bankruptcy, we may be unable to collect balances due under relevant leases.

Any of our tenants, or any guarantor of a tenant’s lease obligations, could be subject to a bankruptcy proceeding
pursuant to Title 11 of the bankruptcy laws of the United States. Such a bankruptcy filing would bar all efforts by us
to collect pre-bankruptcy debts from these entities or their properties, unless we receive an enabling order from the
bankruptcy court. Post-bankruptcy debts would be paid currently. If a lease is assumed, all pre-bankruptcy balances
owing under it must be paid in full. If a lease is rejected by a tenant in bankruptcy, we would have a general unsecured
claim for damages. If a lease is rejected, it is unlikely we would receive any payments from the tenant because our
claim is capped at the rent reserved under the lease, without acceleration, for the greater of one year or 15% of the
remaining term of the lease, but not greater than three years, plus rent already due but unpaid. This claim could be
paid only in the event funds were available, and then only in the same percentage as that realized on other unsecured
claims.
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A tenant or lease guarantor bankruptcy could delay efforts to collect past due balances under the relevant leases, and
could ultimately preclude full collection of these sums. Such an event could cause a decrease or cessation of rental
payments that would mean a reduction in our cash flow and the amount available for distributions to investors. In the
event of a bankruptcy, we cannot assure investors that the tenant or its trustee will assume our lease. If a given lease,
or guaranty of a lease, is not assumed, our cash flow and the amounts available for distributions to investors may be
adversely affected.

A high concentration of our properties in a particular geographic area, or that have tenants in a similar industry, would
magnify the effects of downturns in that geographic area or industry.

We expect that our properties will be diverse according to geographic area and industry of our tenants. However, in
the event that we have a concentration of properties in any particular geographic area, any adverse situation that
disproportionately affects that geographic area would have a magnified adverse effect on our portfolio. Similarly, if
our tenants are concentrated in a certain industry or industries, any adverse effect to that industry generally would
have a disproportionately adverse effect on our portfolio.
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If a sale-leaseback transaction is re-characterized in a tenant’s bankruptcy proceeding, our financial condition could be
adversely affected.

We may enter into sale-leaseback transactions, whereby we would purchase a property and then lease the same
property back to the person from whom we purchased it. In the event of the bankruptcy of a tenant, a transaction
structured as a sale-leaseback may be re-characterized as either a financing or a joint venture, either of which
outcomes could adversely affect our business. If the sale-leaseback were re-characterized as a financing, we might not
be considered the owner of the property, and as a result would have the status of a creditor in relation to the tenant. In
that event, we would no longer have the right to sell or encumber our ownership interest in the property. Instead, we
would have a claim against the tenant for the amounts owed under the lease, with the claim arguably secured by the
property. The tenant/debtor might have the ability to propose a plan restructuring the term, interest rate and
amortization schedule of its outstanding balance. If confirmed by the bankruptcy court, we could be bound by the new
terms, and prevented from foreclosing our lien on the property. If the sale-leaseback were re-characterized as a joint
venture, our lessee and we could be treated as co-venturers with regard to the property. As a result, we could be held
liable, under some circumstances, for debts incurred by the lessee relating to the property. Either of these outcomes
could adversely affect our cash flow and the amount available for distributions to investors.

Properties that have vacancies for a significant period of time could be difficult to sell, which could diminish the
return on investors’ investment.

A property may incur vacancies either by the continued default of tenants under their leases or the expiration of tenant
leases. If vacancies continue for a long period of time, we will suffer reduced revenues which may result in less cash
to be distributed to stockholders. In addition, because properties’ market values depend principally upon the value of
the properties’ leases, the resale value of properties with prolonged vacancies could suffer, which could further reduce
investors’ return.

We may obtain only limited warranties when we purchase a property and would have only limited recourse in the
event our due diligence did not identify any issues that lower the value of our property.

The seller of a property often sells such property in its “as is” condition on a “where is” basis and “with all faults,” without
any warranties of merchantability or fitness for a particular use or purpose. In addition, purchase agreements may

contain only limited warranties, representations and indemnifications that will only survive for a limited period after

the closing. The purchase of properties with limited warranties increases the risk that we may lose some or all of our
invested capital in the property as well as the loss of rental income from that property.

We may be unable to secure funds for future tenant improvements or capital needs, which could adversely impact our
ability to pay cash distributions to our stockholders.

When tenants do not renew their leases or otherwise vacate their space, it is usual that, in order to attract replacement
tenants, we will be required to expend substantial funds for tenant improvements and tenant refurbishments to the
vacated space. In addition, although we expect that our leases with tenants will require tenants to pay routine property
maintenance costs, we will likely be responsible for any major structural repairs, such as repairs to the foundation,
exterior walls and rooftops. We will use substantially all of the offering’s gross proceeds to buy real estate and pay
various fees and expenses. We intend to reserve only 0.1% of the gross proceeds from the offering for future capital
needs. Accordingly, if we need additional capital in the future to improve or maintain our properties or for any other
reason, we will have to obtain financing from other sources, such as cash flow from operations, borrowings, property
sales or future equity offerings. These sources of funding may not be available on attractive terms or at all. If we
cannot procure additional funding for capital improvements, our investments may generate lower cash flows or
decline in value, or both.
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Our inability to sell a property when we desire to do so could adversely impact our ability to pay cash distributions to
investors.

The real estate market is affected by many factors, such as general economic conditions, availability of financing,
interest rates and other factors, including supply and demand, that are beyond our control. We cannot predict whether
we will be able to sell any property for the price or on the terms set by us, or whether any price or other terms offered
by a prospective purchaser would be acceptable to us. We cannot predict the length of time needed to find a willing
purchaser and to close the sale of a property.

We may be required to expend funds to correct defects or to make improvements before a property can be sold. We
cannot assure investors that we will have funds available to correct such defects or to make such improvements.
Moreover, in acquiring a property, we may agree to restrictions that prohibit the sale of that property for a period of
time or impose other restrictions, such as a limitation on the amount of debt that can be placed or repaid on that
property. These provisions would restrict our ability to sell a property.

We may not be able to sell our properties at a price equal to, or greater than, the price for which we purchased such
property, which may lead to a decrease in the value of our assets.

Many of our leases will not contain rental increases over time. Therefore, the value of the property to a potential
purchaser may not increase over time, which may restrict our ability to sell a property, or in the event we are able to
sell such property, may lead to a sale price less than the price that we paid to purchase the property.

We may acquire or finance properties with lock-out provisions, which may prohibit us from selling a property, or may
require us to maintain specified debt levels for a period of years on some properties.

Lock-out provisions, which preclude pre-payments of a loan, could materially restrict us from selling or otherwise
disposing of or refinancing properties. These provisions would affect our ability to turn our investments into cash and
thus affect cash available for distributions to investors. Lock out provisions may prohibit us from reducing the
outstanding indebtedness with respect to any properties, refinancing such indebtedness on a non-recourse basis at
maturity, or increasing the amount of indebtedness with respect to such properties. Lock-out provisions could impair
our ability to take other actions during the lock-out period that could be in the best interests of our stockholders and,
therefore, may have an adverse impact on the value of the shares, relative to the value that would result if the lock-out
provisions did not exist. In particular, lock-out provisions could preclude us from participating in major transactions
that could result in a disposition of our assets or a change in control even though that disposition or change in control
might be in the best interests of our stockholders.
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Rising expenses could reduce cash flow and funds available for future acquisitions.

Any properties that we buy in the future will be subject to operating risks common to real estate in general, any or all
of which may negatively affect us. If any property is not fully occupied or if rents are being paid in an amount that is
insufficient to cover operating expenses, we could be required to expend funds with respect to that property for
operating expenses. The properties will be subject to increases in tax rates, utility costs, operating expenses, insurance
costs, repairs and maintenance and administrative expenses. While we expect that many of our properties will be
leased on a triple-net-lease basis or will require the tenants to pay all or a portion of such expenses, renewals of leases
or future leases may not be negotiated on that basis, in which event we may have to pay those costs. If we are unable
to lease properties on a triple-net-lease basis or on a basis requiring the tenants to pay all or some of such expenses, or
if tenants fail to pay required tax, utility and other impositions, we could be required to pay those costs which could
adversely affect funds available for future acquisitions or cash available for distributions.

Adverse economic conditions will negatively affect our returns and profitability.

Our operating results may be affected by the following market and economic challenges, which may result from a
continued or exacerbated general economic slow down experienced by the nation as a whole or by the local economics
where our properties may be located:

* poor economic conditions may result in tenant defaults under leases;
* re-leasing may require concessions or reduced rental rates under the new leases; and

* increased insurance premiums may reduce funds available for distribution or, to the extent such
increases are passed through to tenants, may lead to tenant defaults. Increased insurance
premiums may make it difficult to increase rents to tenants on turnover, which may adversely
affect our ability to increase our returns.

The length and severity of any economic downturn cannot be predicted. Our operations could be negatively affected to
the extent that an economic downturn is prolonged or becomes more severe.

Economic conditions may adversely affect our income.

U.S. and international markets are currently experiencing increased levels of volatility due to a combination of many
factors, including decreasing values of home prices, limited access to credit markets, less consumer spending and fears
of a national and global recession. The effects of the current market dislocation may persist as financial institutions
continue to take the necessary steps to restructure their business and capital structures. As a result, this economic
downturn has reduced demand for space and removed support for rents and property values. Since we cannot predict
when the real estate markets will recover, the value of our properties may decline if current market conditions persist
or worsen.

A commercial property’s income and value may be adversely affected by national and regional economic conditions,
local real estate conditions such as an oversupply of properties or a reduction in demand for properties, availability of
“for sale” properties, competition from other similar properties, our ability to provide adequate maintenance, insurance
and management services, increased operating costs (including real estate taxes), the attractiveness and location of the
property and changes in market rental rates. The continued rise in energy costs could result in higher operating costs,
which may affect our results from operations. Our income will be adversely affected if a significant number of tenants
are unable to pay rent or if our properties cannot be rented on favorable terms. Additionally, if tenants of properties
that we lease on a triple-net basis fail to pay required tax, utility and other impositions, we could be required to pay
those costs, which would adversely affect funds available for future acquisitions or cash available for distributions.
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Our performance is linked to economic conditions in the regions where our properties will be located and in the