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JOINT PROXY STATEMENT/PROSPECTUS

To the Stockholders of Cole Credit Property Trust II, Inc. and the Stockholders of Spirit Realty Capital, Inc.:

Cole Credit Property Trust I, Inc., which we refer to as CCPT II, Spirit Realty Capital, Inc., which we refer to as Spirit, Cole Operating Partnership II, LP and
Spirit Realty, L.P. have entered into an agreement and plan of merger dated as of January 22, 2013, as it may be amended from time to time, which we refer to as
the merger agreement and which is attached as Annex A to this joint proxy statement/prospectus and incorporated herein by reference. Pursuant to the merger
agreement, CCPT II and Spirit will combine through a merger of Spirit with and into CCPT II, with CCPT II surviving the merger. If completed, the merger will
create one of the largest publicly traded triple-net-lease real estate investment trusts, or REIT, in the United States with a pro forma enterprise value of
approximately $7.1 billion as of January 18, 2013. The combined company will be named Spirit Realty Capital, Inc. and is expected to trade on the New York
Stock Exchange, or NYSE, under the symbol SRC. The current management team of Spirit will continue on as the management team of the combined company
following the merger. The obligations of CCPT II and Spirit to effect the merger are subject to the satisfaction or waiver of several conditions set forth in the
merger agreement.

If the merger is completed pursuant to the merger agreement, each Spirit stockholder will receive 1.9048 shares of CCPT II common stock for each share of Spirit
common stock held immediately prior to the effective time of the merger (which equates to an inverse exchange ratio of 0.525 shares of Spirit common stock for
one share of CCPT II common stock). CCPT II stockholders will continue to hold their existing shares of CCPT II common stock. The exchange ratio is fixed and
will not be adjusted to reflect changes in the value of CCPT II common stock or the stock price of Spirit common stock occurring prior to the completion of the
merger. CCPT II common stock is not currently listed on a securities exchange and Spirit common stock is listed on the NYSE under the symbol SRC. Based on
the closing price of Spirit common stock on the NYSE of $17.82 on January 18, 2013, the last trading date before the announcement of the proposed merger, the
inverse exchange ratio represented approximately $9.36 in Spirit common stock for each share of CCPT II common stock. Based on the closing price of Spirit
common stock on the NYSE of $19.17 on March 25, 2013, the latest practicable date before the date of this joint proxy statement/prospectus, the inverse exchange
ratio represented approximately $10.06 in Spirit common stock for each share of CCPT II common stock.

We anticipate that CCPT II will issue approximately 161,590,243 shares of common stock in connection with the merger, and will reserve approximately
3,321,442 shares of common stock in respect of Spirit equity awards that CCPT II will assume in connection with the merger. Upon completion of the merger, we
estimate that former CCPT 1II stockholders will own approximately 56% of the issued and outstanding common stock of the combined company and former Spirit
stockholders will own approximately 44% of the issued and outstanding common stock of the combined company.

In connection with the proposed merger, CCPT II and Spirit will each hold a meeting of their respective stockholders. At CCPT II s annual meeting, CCPT IL
stockholders will be asked to vote on (i) a proposal to approve the merger and the other transactions contemplated by the merger agreement, (ii) the election of
three directors to hold office until the CCPT II 2014 annual meeting of stockholders and until their successors are duly elected and qualify or, if the merger is
completed, the effective time of the merger and (iii) a proposal to adjourn the meeting, if necessary or appropriate, to solicit additional proxies in favor of the
proposal to approve the merger and the other transactions contemplated by the merger agreement. At Spirit s special meeting, Spirit stockholders will be asked to
vote on (i) a proposal to approve the merger and the other transactions contemplated by the merger agreement and (ii) a proposal to adjourn the meeting, if
necessary or appropriate, to solicit additional proxies in favor of the proposal to approve the merger and the other transactions contemplated by the merger
agreement.

The record date for determining the stockholders entitled to receive notice of, and to vote at, the CCPT II annual meeting and the Spirit special meeting is March
27,2013. The merger cannot be completed unless the CCPT II stockholders and Spirit stockholders each approve the merger and the other transactions
contemplated by the merger agreement by the affirmative vote of the holders of at least a majority of the outstanding shares of CCPT II common stock entitled to
vote and at least a majority of the outstanding shares of Spirit common stock entitled to vote.

CCPTII s board of directors, following the recommendation of a special committee of independent directors of CCPT II, has unanimously (i) determined and
declared that the merger agreement, the merger and the other transactions contemplated by the merger agreement, including the amendment and restatement of the
CCPT II charter as part of the merger, are advisable, fair to, and in the best interests of CCPT II and its stockholders, and (ii) approved the merger agreement, the
merger and the other transactions contemplated thereby. CCPT II s board of directors has also unanimously nominated the three directors to stand for election.
CCPT1I s board of directors unanimously recommends that CCPT II stockholders vote FOR the proposal to approve the merger and the other transactions
contemplated by the merger agreement, FOR ALL of the nominees for election as director and FOR the proposal to adjourn the meeting, if necessary or
appropriate, to solicit additional proxies in favor of the proposal to approve the merger and the other transactions contemplated by the merger agreement.

Spirit s board of directors has unanimously (i) determined and declared that the merger agreement, the merger and the other transactions contemplated by the
merger agreement are advisable, fair to, and in the best interests of Spirit and its stockholders, and (ii) approved the merger agreement, the merger and the other
transactions contemplated thereby. Spirit s board of directors unanimously recommends that Spirit stockholders vote FOR the proposal to approve the merger and
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the other transactions contemplated by the merger agreement, and FOR the proposal to adjourn the meeting, if necessary or appropriate, to solicit additional
proxies in favor of the proposal to approve the merger and the other transactions contemplated by the merger agreement.

This joint proxy statement/prospectus contains important information about CCPT II, Spirit, the merger, the merger agreement and the meetings. This document is
also a prospectus for the shares of CCPT II common stock that will be issued to Spirit stockholders pursuant to the merger agreement. We encourage you to read
this joint proxy statement/prospectus carefully before voting, including the section entitled _Risk Factors beginning on page 22.

Whether or not you plan to attend CCPT II s annual meeting or Spirit s special meeting, as applicable, please submit a proxy to vote your shares as promptly as
possible to make sure that your shares of CCPT II common stock and/or Spirit common stock, as applicable, are represented at the applicable meeting. Please
review this joint proxy statement/prospectus for more complete information regarding the merger and CCPT II s meeting and Spirit s special meeting, as applicable.

Sincerely,

Christopher H. Cole Thomas H. Nolan, Jr.

Chairman, President and Chief Executive Officer Chairman and Chief Executive Officer
Cole Credit Property Trust II, Inc. Spirit Realty Capital, Inc.

Neither the SEC, nor any state securities regulatory authority has approved or disapproved of the merger or the securities to be issued under this joint proxy
statement/prospectus or has passed upon the adequacy or accuracy of the disclosure in this joint proxy statement/prospectus. Any representation to the contrary is a
criminal offense.

This joint proxy statement/prospectus is dated April 2, 2013, and is first being mailed to CCPT II and Spirit stockholders on or about April 2, 2013.
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Cole Credit Property Trust II, Inc.
2325 East Camelback Road, Suite 1100
Phoenix, Arizona 85016

(602) 778-8700
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS

TO BE HELD ON JUNE 12, 2013
To the Stockholders of Cole Credit Property Trust II, Inc.:

An annual meeting of the stockholders of Cole Credit Property Trust I, Inc., a Maryland corporation, which we refer to as CCPT II, will be held
at the Ritz-Carlton, Phoenix, 2401 E. Camelback Road, Phoenix, AZ 85016 on June 12, 2013, commencing at 10:00 a.m., local time, for the
following purposes:

1. to consider and vote on a proposal to approve the merger of Spirit Realty Capital, Inc., a Maryland corporation, which we refer to as Spirit,
with and into CCPT II with CCPT II continuing as the surviving entity, pursuant to the Agreement and Plan of Merger, dated as of January 22,
2013, as it may be amended from time to time, which we refer to as the merger agreement, by and among CCPT II, Spirit, Cole Operating
Partnership II, LP and Spirit Realty, L.P. (a copy of the merger agreement is attached as Annex A to the joint proxy statement/prospectus
accompanying this notice), and the other transactions contemplated by the merger agreement, including the amendment and restatement of the
CCPT II charter as part of the merger (a copy of the form of the CCPT II charter as so amended and restated is attached as Annex C to the joint
proxy/prospectus accompanying this notice);

2. to elect the three directors nominated by the CCPT Il board of directors each to serve until the earliest of the CCPT II 2014 annual meeting of
stockholders and until their successors are duly elected and qualify or, if the merger is completed, the effective time of the merger; and

3. to consider and vote on a proposal to adjourn the annual meeting to a later date or dates, if necessary or appropriate, to solicit additional
proxies in favor of the proposal to approve the merger and the other transactions contemplated by the merger agreement.

We do not expect to transact any other business at the annual meeting. CCPT II s board of directors has fixed the close of business on March 27,
2013 as the record date for determination of CCPT II stockholders entitled to receive notice of, and to vote at, CCPT II s annual meeting and any
adjournments of the annual meeting. Only holders of record of CCPT II common stock at the close of business on the record date are entitled to
receive notice of, and to vote at, the CCPT II annual meeting.

Approval of the proposal to approve the merger and the other transactions contemplated by the merger agreement requires the affirmative vote
of the holders of at least a majority of the outstanding shares of CCPT II common stock entitled to vote on such proposal. The election of a
director requires the affirmative vote of holders of at least a majority of shares of CCPT II common stock present in person or by proxy at the
meeting. Approval of the proposal to adjourn the annual meeting, if necessary or appropriate, to solicit additional proxies in favor of the
proposal to approve the merger and the other transactions contemplated by the merger agreement requires the affirmative vote of a majority of
the votes cast on such proposal.

CCPT I s board of directors, following the recommendation of a special committee of independent directors of CCPT II, has unanimously

(i) determined and declared that the merger agreement, the merger and the other transactions contemplated by the merger agreement, including
the amendment and restatement of the CCPT II charter as part of the merger, are advisable, fair to, and in the best interests of CCPT II and its
stockholders and (ii) approved the merger agreement, the merger and the other transactions contemplated thereby. CCPT II s board of directors
has also unanimously nominated the three directors to stand for election. CCPT II s board of directors unanimously recommends that CCPT II
stockholders vote FOR the proposal to approve the merger and the other transactions contemplated by the merger agreement, FOR ALL of the
nominees for election as director, and FOR the proposal to adjourn the meeting, if necessary or appropriate, to solicit additional proxies in favor
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of the proposal to approve the merger and the other transactions contemplated by the merger agreement.
YOUR VOTE IS IMPORTANT

Whether or not you plan to attend the annual meeting, please submit a proxy to vote your shares as promptly as possible. To submit a proxy,
complete, sign, date and mail your proxy card in the preaddressed postage-paid envelope provided or, if the option is available to you, call the

toll free telephone number listed on your proxy card or use the Internet as described in the instructions on the enclosed proxy card to submit your
proxy. Submitting a proxy will assure that your vote is counted at the annual meeting if you do not attend in person. If your shares of CCPT II
common stock are held in street name by your broker or other nominee, only your broker or other nominee can vote your shares of CCPT II
common stock and the vote cannot be cast unless you provide instructions to your broker or other nominee on how to vote or obtain a legal

proxy from your broker or other nominee. You should follow the directions provided by your broker or other nominee regarding how to instruct
your broker or other nominee to vote your shares of CCPT II common stock. You may revoke your proxy at any time before it is voted. Please
review the joint proxy statement/prospectus accompanying this notice for more complete information regarding the merger and CCPT II s annual
meeting.

By Order of the Board of Directors of Cole Credit
Property Trust II, Inc.

Kenneth R. Christoffersen, Secretary
Phoenix, Arizona

April 2, 2013
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Spirit Realty Capital, Inc.
16767 North Perimeter Drive, Suite 210
Scottsdale, Arizona 85260

(480) 606-0820
NOTICE OF SPECIAL MEETING OF STOCKHOLDERS

TO BE HELD ON JUNE 12, 2013
To the Stockholders of Spirit Realty Capital, Inc.:

A special meeting of the stockholders of Spirit Realty Capital, Inc., a Maryland corporation, which we refer to as Spirit, will be held at the
Fairmont Scottsdale Princess, 7575 E. Princess Drive, Scottsdale, AZ 85255 on June 12, 2013 commencing at 10:00 a.m., local time, for the
following purposes:

1. to consider and vote on a proposal to approve the merger of Spirit with and into Cole Credit Property Trust II, Inc., a Maryland corporation,
which we refer to as CCPT II, with CCPT II continuing as the surviving entity pursuant to the Agreement and Plan of Merger, dated as of
January 22, 2013, as it may be amended from time to time, which we refer to as the merger agreement, by and among CCPT II, Spirit, Cole
Operating Partnership II, LP and Spirit Realty, L.P. (a copy of the merger agreement is attached as Annex A to the joint proxy
statement/prospectus accompanying this notice), and the other transactions contemplated by the merger agreement; and

2. to consider and vote on a proposal to adjourn the special meeting to a later date or dates, if necessary or appropriate, to solicit additional
proxies in favor of the proposal to approve the merger and the other transactions contemplated by the merger agreement.

We do not expect to transact any other business at the special meeting. Spirit s board of directors has fixed the close of business on March 27,
2013 as the record date for determination of Spirit stockholders entitled to receive notice of, and to vote at, Spirit s special meeting and any
adjournments of the special meeting. Only holders of record of Spirit common stock at the close of business on the record date are entitled to
receive notice of, and to vote at, the Spirit special meeting.

Approval of the proposal to approve the merger and the other transactions contemplated by the merger agreement requires the affirmative vote
of the holders of at least a majority of the outstanding shares of Spirit common stock entitled to vote on such proposal. Approval of the proposal
to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies in favor of the proposal to approve the merger and the
other transactions contemplated by the merger agreement requires the affirmative vote of a majority of the votes cast on such proposal.

Spirit s board of directors has unanimously (i) determined and declared that the merger agreement, the merger and the other transactions
contemplated by the merger agreement are advisable, fair to, and in the best interests of Spirit and its stockholders, and (ii) approved the merger
agreement, the merger and the other transactions contemplated thereby. Spirit s board of directors unanimously recommends that Spirit
stockholders vote FOR the proposal to approve the merger and the other transactions contemplated by the merger agreement, and FOR the
proposal to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies in favor of the proposal to approve the merger
and the other transactions contemplated by the merger agreement.

YOUR VOTE IS IMPORTANT

Whether or not you plan to attend the special meeting, please submit a proxy to vote your shares as promptly as possible. To submit a proxy,
complete, sign, date and mail your proxy card in the preaddressed postage-paid envelope provided or, if the option is available to you, call the
toll-free telephone number listed on your proxy card or use the Internet as described in the instructions on the enclosed proxy card to submit
your proxy. Submitting a proxy will assure that your vote is counted at the special meeting if you do not attend in person. If your shares of Spirit
common stock are held in street name by your broker or other nominee, only your broker or other nominee can vote your shares of Spirit
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common stock and the vote cannot be cast unless you provide instructions to your broker or other nominee on how to vote or obtain a legal
proxy from your broker or other nominee. You should follow the directions provided by your broker or other nominee regarding how to instruct
your broker or other nominee to vote your shares of Spirit common stock. You may revoke your proxy at any time before it is voted. Please
review the joint proxy statement/prospectus accompanying this notice for more complete information regarding the merger and Spirit s special
meeting.

By Order of the Board of Directors of Spirit Realty
Capital, Inc.

Joni G. Barrett, Vice President and Secretary
Scottsdale, Arizona

April 2, 2013

Table of Contents 6



Edgar Filing: Cole Credit Property Trust Il Inc - Form 424B3

Table of Conten
ABOUT THIS DOCUMENT

This joint proxy statement/prospectus, which forms part of a registration statement on Form S-4 filed by CCPT II with the Securities and
Exchange Commission, which is referred to herein as the SEC, constitutes a prospectus of CCPT II for purposes of the Securities Act of 1933, as
amended, which is referred to herein as the Securities Act, with respect to the shares of CCPT II common stock to be issued to Spirit
stockholders in exchange for shares of Spirit common stock pursuant to the merger agreement. This joint proxy statement/prospectus also
constitutes a proxy statement for each of CCPT II and Spirit for purposes of the Securities Exchange Act of 1934, as amended, which is referred
to herein as the Exchange Act. In addition, it constitutes a notice of meeting with respect to the annual meeting of CCPT II stockholders and a
notice of meeting with respect to the special meeting of Spirit stockholders.

You should rely only on the information contained in this document. No one has been authorized to provide you with information that is
different from that contained in this document. This document is dated April 2, 2013. You should not assume that the information contained in
this document is accurate as of any date other than that date. Neither our mailing of this document to CCPT II stockholders or Spirit stockholders
nor the issuance by CCPT II of shares of its common stock to Spirit stockholders pursuant to the merger agreement will create any implication to
the contrary.

This joint proxy statement/prospectus does not constitute an offer to sell, or a solicitation of an offer to buy, any securities, or the
solicitation of a proxy, in any jurisdiction in which or from any person to whom it is unlawful to make any such offer or solicitation in
such jurisdiction. Information contained in this joint proxy statement/prospectus regarding CCPT II has been provided by CCPT II
and information contained in this joint proxy statement/prospectus regarding Spirit has been provided by Spirit.
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QUESTIONS AND ANSWERS

The following are some questions that CCPT II stockholders and Spirit stockholders may have regarding the proposals being considered at
CCPT II s annual meeting and Spirit s special meeting and brief answers to those questions. CCPT II and Spirit urge you to read carefully this
entire joint proxy statement/prospectus, including the Annexes, and the other documents to which this joint proxy statement/prospectus refers or
incorporates by reference because the information in this section does not provide all the information that might be important to you. Unless
stated otherwise, all references in this joint proxy statement/prospectus to CCPT II are to Cole Credit Property Trust II, Inc., a Maryland
corporation; all references to the CCPT II Partnership are to Cole Operating Partnership II, LP, a Delaware limited partnership; all references to
Spirit are to Spirit Realty Capital, Inc., a Maryland corporation; all references to the Spirit Partnership are to Spirit Realty, L.P, a Delaware
limited partnership; all references to the CCPT 1I Board are to the board of directors of CCPT II; all references to the Spirit Board are to the
board of directors of Spirit; all references to the merger agreement are to the Agreement and Plan of Merger, dated as of January 22, 2013, by
and among Spirit, the Spirit Partnership, CCPT II and the CCPT II Partnership, as it may be amended from time to time, a copy of which is
attached as Annex A to this joint proxy statement/prospectus and is incorporated herein by reference; all references to the merger are to the
merger of Spirit with and into CCPT II pursuant to the terms of the merger agreement; all references to the partnership merger are to the merger
of the CCPT II Partnership with and into the Spirit Partnership pursuant to the terms of the merger agreement; and all references to the
Combined Corporation are to CCPT II after the effective time of the merger which will be named Spirit Realty Capital, Inc.

Q: What is the proposed transaction?

A: CCPT II and Spirit are proposing a combination of their companies through the merger of Spirit with and into CCPT II, with CCPT II
continuing as the surviving entity. The Combined Corporation will be named Spirit Realty Capital, Inc. CCPT II has applied to list the
shares of the Combined Corporation, including the shares to be issued to Spirit stockholders in the merger, on the New York Stock
Exchange, referred to herein as the NYSE, upon the closing of the merger. It is expected that the shares of the Combined Corporation
common stock will trade on the NYSE under Spirit s current symbol SRC.

The merger agreement also provides for the merger of the CCPT II Partnership with the Spirit Partnership, with the Spirit Partnership continuing

as the surviving entity.

Q: What will happen in the proposed transaction?

A:  Asaresult of the merger, each issued and outstanding share of Spirit common stock will be converted automatically into the right to
receive 1.9048 shares of common stock, par value $0.01 per share, of the Combined Corporation, which equates to an inverse exchange
ratio of 0.525 shares of Spirit common stock for one share of CPPT II common stock, as described under The Merger Agreement Merger
Consideration; Effects of the Merger and the Partnership Merger beginning on page 242.

As a result of the partnership merger, each partnership unit of the CCPT II Partnership held by Cole REIT Advisors II, LLC, referred to herein as

the Advisor (as the sole limited partner), will be converted into one validly issued share of the Combined Corporation common stock, and each

partnership unit of the CCPT II Partnership held by CCPT II will automatically be retired and will cease to exist; each outstanding unit in the

Spirit Partnership will remain outstanding; and the general partner interest of the Spirit Partnership will constitute the only general partner

interests in the surviving partnership.

Q: How will CCPT II stockholders be affected by the merger and share issuance?

A:  After the merger, each CCPT II stockholder will continue to own the shares of CCPT II common stock that the stockholder held
immediately prior to the merger. As a result, each CCPT II stockholder will own shares of common stock in the Combined
Corporation, a larger company with more assets. However, because
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CCPT II will be issuing new shares of CCPT II common stock to Spirit stockholders in the merger, each outstanding share of CCPT II
common stock immediately prior to the merger will represent a smaller percentage of the aggregate number of shares of the Combined
Corporation common stock outstanding after the merger. Upon the completion of the merger, CCPT II stockholders will own
approximately 56% of the issued and outstanding shares of common stock of the Combined Corporation and former Spirit stockholders
will own 44% of the issued and outstanding shares of common stock of the Combined Corporation.

Q: Why am I receiving this joint proxy statement/prospectus?

A:  The CCPT II Board and the Spirit Board are using this joint proxy statement/prospectus to solicit proxies of CCPT II and Spirit
stockholders in connection with the merger agreement and the merger. In addition, CCPT II is using this joint proxy statement/prospectus
as a prospectus for Spirit stockholders because CCPT II is offering shares of its common stock to be issued in exchange for shares of Spirit
common stock in the merger. The merger cannot be completed unless:

the holders of CCPT II common stock vote to approve the merger and the other transactions contemplated by the merger agreement;
and

the holders of Spirit common stock vote to approve the merger and the other transactions contemplated by the merger agreement.
Each of CCPT II and Spirit will hold separate meetings of their respective stockholders to obtain these approvals, as well as, in the case of CCPT
II stockholders, to consider another proposal unrelated to the merger transaction.

This joint proxy statement/prospectus contains important information about the merger and the other proposals being voted on at the stockholder
meetings and you should read it carefully. The enclosed voting materials allow you to vote your shares of CCPT II common stock and/or Spirit
common stock, as applicable, without attending your company s stockholders meeting.

Your vote is important. You are encouraged to submit your proxy as promptly as possible.

In particular, unlike most other public companies, no large brokerage houses or affiliated groups of stockholders own substantial blocks of

CCPT I s shares. As a result a large number of CCPT II stockholders must be present in person or by proxy at the annual meeting to constitute a
quorum. AS A RESULT. YOUR VOTE AS A CCPT II STOCKHOLDER IS VERY IMPORTANT EVEN IF YOU OWN ONLY A
SMALL NUMBER OF SHARES. Your immediate response will help avoid potential delays and may save CCPT II significant additional
expense associated with soliciting stockholder votes.

Q: Why are CCPT II and Spirit proposing the merger?

A:  Among other reasons, the CCPT II Board believes that the merger will provide CCPT II stockholders with full liquidity at an attractive
valuation with no lock-up in one of the largest publicly-traded net lease real estate investment trusts, referred to herein as a REIT, and
ongoing upside opportunity in the Combined Corporation. Similarly, the Spirit Board believes that the merger will create a number of
significant financial and operational benefits including additional size and scale, broadened tenant credit profile, diversified tenant base,
the absorption of operating expenses across a larger portfolio and increased financial strength and flexibility. To review the reasons of the
CCPT II Board and the Spirit Board for the merger in greater detail, see The Merger Recommendation of the CCPT II Board and Its
Reasons for the Merger beginning on page 176 and The Merger Recommendation of the Spirit Board and Its Reasons for the Merger
beginning on page 179.

vi
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Who will be the board of directors and management of the Combined Corporation after the merger?

At the effective time of the merger, the number of directors that will comprise all of the members of the initial board of directors of the
Combined Corporation will be up to nine, and all of the directors of Spirit immediately prior to the completion of the merger and up to two
individuals designated by CCPT II and reasonably satisfactory to Spirit, are expected to comprise the board of directors of the Combined
Corporation. As of the date of this joint proxy statement/prospectus, no determination has been made as to the identity of the two
individuals to be designated by CCPT II. The management of Spirit immediately prior to the effective time of the merger will be the
management of the Combined Corporation.

Will CCPT II and Spirit continue to pay distributions prior to the effective time of the merger?

Yes, the merger agreement permits CCPT II to continue to pay a regular monthly distribution and any distribution that is necessary to
maintain its REIT qualification and to avoid to the extent reasonably possible the incurrence of income or excise tax. The merger
agreement permits Spirit to pay a regular quarterly distribution and any distribution that is necessary to maintain its REIT qualification and
to avoid to the extent reasonably possible the incurrence of income or excise tax. CCPT II and Spirit will take such actions as are necessary
to ensure that the holders of CCPT II common stock and Spirit common stock receive dividends covering the same period prior to the
effective time of the merger.

What fees will CCPT II s advisor receive in connection with the merger?

The Advisor serves as the advisor for CCPT II. In connection with the proposed transactions, the Advisor has waived any fees due upon
the termination of its Existing Agreements (as defined in the section entitled Advisory and Property Management Matters Agreement
beginning on page 269) with CCPT II, including any listing fee, performance fees, or any other fees that would be payable under the
Existing Agreements with respect to the merger. The Advisor will continue to be paid the asset management, property management and
other fees and expense reimbursements payable pursuant to the Existing Agreements, calculated in a manner consistent with past practice,
for services rendered during the period between the signing of the merger agreement and the completion of the merger. For more
information regarding the waiver of fees, see Advisory and Property Management Matters Agreement beginning on page 269.

Am I being asked to vote on any other proposals at the stockholder meetings in addition to the merger proposal?

CCPT I1. At CCPT II s annual meeting CCPT II stockholders will be asked to consider and vote upon the following additional proposals:

To elect three nominees to the CCPT II Board, each to hold office until the earliest of CCPT II s 2014 annual meeting of stockholders
and until their successors are duly elected and qualify or, if the merger is completed, the effective time of the merger; and

To adjourn the CCPT II annual meeting, if necessary or appropriate, to solicit additional proxies in favor of the proposal to approve
the merger and the other transactions contemplated by the merger agreement.

Spirit. At Spirit s special meeting Spirit stockholders will be asked to consider and vote upon the following additional proposal:

To adjourn the Spirit special meeting, if necessary or appropriate, to solicit additional proxies in favor of the proposal to approve the
merger and the other transactions contemplated by the merger agreement.

Table of Contents 15



Edgar Filing: Cole Credit Property Trust Il Inc - Form 424B3

Q: When and where are the stockholder meetings?

A:  The annual meeting of CCPT II will be held at the Ritz-Carlton, Phoenix, 2401 E. Camelback Road, Phoenix, AZ 85016 on June 12, 2013
commencing at 10:00 a.m., local time.

The special meeting of Spirit will be held at the Fairmont Scottsdale Princess, 7575 E. Princess Drive, Scottsdale, AZ 85255 on June 12, 2013

commencing at 10:00 a.m., local time.

vii
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Q: Who can vote at the stockholder meetings?

A: CCPT II. All CCPT II stockholders of record as of the close of business on March 27, 2013, the record date for determining stockholders
entitled to notice of and to vote at CCPT II s annual meeting, are entitled to receive notice of and to vote at the CCPT II annual meeting. As
of the record date, there were 208,584,611 shares of CCPT II common stock outstanding and entitled to vote at the CCPT II annual
meeting, held by approximately 40,824 holders of record. Each share of CCPT II common stock is entitled to one vote on each proposal
presented at the CCPT II annual meeting.

Spirit. All Spirit stockholders of record as of the close of business on March 27, 2013, the record date for determining stockholders entitled to

notice of and to vote at the Spirit special meeting, are entitled to receive notice of and to vote at the Spirit special meeting. As of the record date,

there were 84,833,181 shares of Spirit common stock outstanding and entitled to vote at the Spirit special meeting, held by approximately 100

holders of record. Because many of the shares of Spirit common stock are held by brokers and other institutions on behalf of Spirit stockholders,

Spirit is unable to estimate the total number of Spirit stockholders represented by these record holders. Each share of Spirit common stock is

entitled to one vote on each proposal presented at the Spirit special meeting.

Q: What constitutes a quorum?

A:  CCPTII.CCPTII s bylaws provide that the presence in person or by proxy of stockholders entitled to cast a majority of all the votes
entitled to be cast at such meeting on any matter shall constitute a quorum.

Spirit. Spirit s bylaws provide that the presence in person or by proxy of stockholders entitled to cast a majority of all the votes entitled to be cast

at such meeting on any matter shall constitute a quorum.

Shares that are voted and shares abstaining from voting are treated as being present at each of the CCPT II annual meeting and the Spirit special
meeting, as applicable, for purposes of determining whether a quorum is present.

Q: What vote is required to approve the proposals?

A: CCPTIL

Approval of the proposal of CCPT II to approve the merger and the other transactions contemplated by the merger agreement
requires the affirmative vote of the holders of at least a majority of the outstanding shares of CCPT II common stock entitled to vote
on such proposal.

Approval of the proposal to elect directors requires the affirmative vote of the holders of at least a majority of shares of CCPT Il
common stock present in person or by proxy at the meeting.

Approval of the proposal of CCPT II to adjourn the annual meeting, if necessary or appropriate, to solicit additional proxies in favor
of the proposal to approve the merger and the other transactions contemplated by the merger agreement requires the affirmative vote
of a majority of the votes cast on such proposal.

Spirit.
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Approval of the proposal of Spirit to approve the merger and the other transactions contemplated by the merger agreement requires
the affirmative vote of the holders of at least a majority of the outstanding shares of Spirit common stock entitled to vote on such
proposal.

Approval of the proposal of Spirit to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies in favor of
the proposal to approve the merger and the other transactions contemplated by the merger agreement requires the affirmative vote of
a majority of the votes cast on such proposal.

viii
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Q: How does the CCPT II Board recommend that CCPT II stockholders vote on the proposals?

A:  The CCPT II Board, following the recommendation of the special committee of independent directors of CCPT II, which is referred to
herein as the CCPT II Special Committee, has unanimously (i) determined and declared that the merger agreement, the merger and the
other transactions contemplated by the merger agreement, including the amendment and restatement of the CCPT II charter as part of the
merger, are advisable, fair to, and in the best interests of CCPT II and its stockholders and (ii) approved the merger agreement, the merger
and the other transactions contemplated by the merger agreement. The CCPT II Board has also unanimously nominated the three directors
to stand for election. The CCPT II Board unanimously recommends that CCPT II stockholders vote FOR the proposal to approve the
merger and the other transactions contemplated by the merger agreement and FOR the proposal to adjourn the annual meeting, if
necessary or appropriate, to solicit additional proxies in favor of the proposal to approve the merger and the other transactions
contemplated by the merger agreement.

For a more complete description of the recommendation of the CCPT II Board, see The Merger Recommendation of the CCPT II Board and Its

Reasons for the Merger beginning on page 176.

In addition, the CCPT II Board unanimously recommends a vote FOR ALL nominees for election as director to the CCPT II Board named in
this joint proxy statement/prospectus.

Q: How does the Spirit Board recommend that Spirit stockholders vote on the proposals?

A:  The Spirit Board has unanimously (i) determined and declared that the merger agreement, the merger and the other transactions
contemplated thereby are advisable, fair to, and in the best interests of Spirit and its stockholders, and (ii) approved the merger agreement,
the merger and the other transactions contemplated by the merger agreement. The Spirit Board unanimously recommends that Spirit
stockholders vote FOR the proposal to approve the merger and the other transactions contemplated by the merger agreement and FOR the
proposal to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies in favor of the proposal to approve the
merger and the other transactions contemplated by the merger agreement.

For a more complete description of the recommendation of the Spirit Board, see The Merger Recommendation of the Spirit Board and Its

Reasons for the Merger beginning on page 179.

Q: Have any stockholders already agreed to approve the merger?

A: Pursuant to separate Voting Agreements (as defined below in the section entitled Voting Agreements beginning on page 267), certain
stockholders of Spirit, who together as of January 22, 2013 owned approximately 15% of the currently outstanding shares of Spirit
common stock, have agreed to vote in favor of the merger and the other transactions contemplated by the merger agreement, subject to the
terms and conditions of the respective Voting Agreements, as described under Voting Agreements beginning on page 267.

Q: Are there risks associated with the merger that I should consider in deciding how to vote?

A:  Yes. There are a number of risks related to the merger that are discussed in this joint proxy statement/ prospectus described in the section
entitled Risk Factors beginning on page 22.

Q: If my shares of CCPT II common stock or Spirit common stock are held in street name by my broker or other nominee, will my
broker or other nominee vote my shares of CCPT II common stock or Spirit common stock for me?
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A: No. Unless you instruct your broker or other nominee how to vote your shares of CCPT II common stock and/or Spirit common stock, as
applicable, held in street name, your shares will NOT be voted. This is referred to as a broker non-vote. If you hold your shares of CCPT II

common stock and/or Spirit common stock in a stock brokerage account or if your shares are held by a bank or other nominee (that is, in
street name), you must provide your broker or other nominee with instructions on how to vote your shares.

X
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Q: What happens if I do not vote for a proposal?

A: CCPTII. If you are a CCPT II stockholder, abstentions will be counted in determining the presence of a quorum, but broker non-votes will
not be counted in determining the presence of a quorum. Abstentions and broker non-votes will have the same effect as a vote cast
AGAINST the proposal to approve the merger and the other transactions contemplated by the merger agreement. Abstentions will have no
effect on the proposal to adjourn the annual meeting, if necessary or appropriate, to solicit additional proxies in favor of the proposal to
approve the merger and the other transactions contemplated by the merger agreement. Broker non-votes will also have no effect on such
proposal as long as a quorum is present at the meeting. With regard to the proposal for the election of directors, all abstentions will have
the effect of votes cast against each director. Broker non-votes will have no effect on such proposal as long as a quorum is present at the
meeting.

Spirit. If you are a Spirit stockholder, abstentions will be counted in determining the presence of a quorum, but broker non-votes will not be

counted in determining the presence of a quorum. Abstentions and broker non-votes will have the same effect as votes cast AGAINST the

proposal to approve the merger and the other transactions contemplated by the merger agreement. Abstentions will have no effect on the
proposal to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies in favor of the proposal to approve the merger

and the other transactions contemplated by the merger agreement. Broker non-votes will also have no effect on such proposal as long as a

quorum is present at the meeting.

Q: Will my rights as a stockholder change as a result of the merger?

A:  CCPT II stockholders will have different rights following the effective time of the merger due to the differences between the governing
documents of CCPT II and Spirit. At the effective time of the merger, and as part of the merger in the case of the charter, the charter and
bylaws of CCPT II will be amended and restated to be substantially identical to the charter and bylaws of Spirit as in effect immediately
prior to the effective time of the merger and will thereafter be the charter and bylaws of the Combined Corporation. The form of the CCPT
II bylaws and charter as so amended and restated are attached to this joint proxy/prospectus as Annexes B and C, respectively. For more
information regarding the differences, see Comparison of Rights of Stockholders of CCPT II and Stockholders of Spirit Pre-Merger and
Rights of Stockholders of the Combined Corporation Post-Merger beginning on page 278. While Spirit stockholders will be receiving
shares of CCPT II common stock in the merger, because the charter and bylaws of the Combined Corporation will be amended and
restated to be substantially identical to the charter and bylaws of Spirit as in effect immediately prior to the effective time of the merger,
the rights of Spirit stockholders as stockholders of the Combined Corporation will be substantially unchanged, however, upon completion
of the merger, it is estimated that CCPT II stockholders will own approximately 56% of the issued and outstanding shares of common
stock of the Combined Corporation and former Spirit stockholders will own approximately 44% of the issued and outstanding shares of
common stock of the Combined Corporation.

Q: When is the merger expected to be completed?

A: CCPT II and Spirit expect to complete the merger as soon as reasonably practicable following satisfaction of all of the required conditions.
If the stockholders of both CCPT II and Spirit approve the merger and the other conditions to closing the merger are satisfied or waived, it
is expected that the merger will be completed in the third quarter of 2013. However, there is no guaranty that the conditions to the merger
will be satisfied or that the merger will close.

Q: Do I need to do anything with my stock certificates now?

A: No. You should not submit your stock certificates at this time. After the merger is completed, if you held shares representing Spirit
common stock, the exchange agent for the Combined Corporation will send you a letter of transmittal and instructions for exchanging your
shares of Spirit common stock for shares of the
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Combined Corporation common stock pursuant to the terms of the merger agreement. Upon surrender of the stock certificates for
cancellation along with the executed letter of transmittal and other required documents described in the instructions, a Spirit stockholder
will receive the merger consideration pursuant to the terms of the merger agreement. The Combined Corporation will issue shares received
in the merger by Spirit stockholders in uncertificated book-entry form. Unless requested, no physical share certificates will be delivered.

If you are a CCPT 1I stockholder, you are not required to take any action with respect to your CCPT II book-entry shares. Such book-entry
shares will represent shares of the Combined Corporation after the merger.

What are the anticipated U.S. federal income tax consequences to me of the proposed merger?

It is expected that the merger will qualify as a reorganization within the meaning of Section 368(a) of the Internal Revenue Code of 1986,

as amended, which is referred to herein as the Code, and the completion of the merger is conditioned on the receipt by each of CCPT II

and Spirit of an opinion from its outside counsel to the effect that the merger will qualify as a reorganization. If the merger qualifies as a
reorganization, U.S. holders of Spirit common stock generally will not recognize gain or loss for U.S. federal income tax purposes upon

the receipt of CCPT II common stock in exchange for Spirit common stock in connection with the merger, except with respect to cash
received in lieu of fractional shares of CCPT II common stock. Spirit stockholders should read the discussion under the heading The
Merger Material U.S. Federal Income Tax Consequences of the Merger beginning on page 216 and consult their tax advisors as to the U.S.
federal income tax consequences of the merger, as well as the effects of state, local and non-U.S. tax laws.

Are CCPT II and Spirit stockholders entitled to appraisal rights?

Neither CCPT II stockholders nor Spirit stockholders are entitled to exercise appraisal rights in connection with the merger. See No
Appraisal Rights beginning on page 271.

Do any of Spirit s executive officers or directors have interests in the merger that may differ from those of Spirit stockholders?

Spirit s executive officers and directors have interests in the merger that are different from, or in addition to, their interests as Spirit
stockholders. The members of the Spirit Board were aware of and considered these interests, among other matters, in evaluating the
merger agreement and the merger, and in recommending that the Spirit stockholders vote FOR the proposal to approve the merger and the
other transactions contemplated by the merger agreement. For a description of these interests, refer to the section entitled The

Merger Interests of Spirit s Directors and Executive Officers in the Merger beginning on page 211.

Do any of CCPT II s executive officers or directors have interests in the merger that may differ from those of CCPT II
stockholders?

CCPT II s executive officers and directors have interests in the merger that are different from, or in addition to, their interests as CCPT II

stockholders. The CCPT II Board and the CCPT II Special Committee were aware of and considered these interests, among other matters,

in evaluating the merger agreement and the merger, and in recommending that CCPT II stockholders vote FOR the proposal to approve the

merger and the other transactions contemplated by the merger agreement. For a description of these interests, refer to the section entitled
The Merger Interests of CCPT II s Directors and Executive Officers in the Merger beginning on page 210.

xi
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Q: What do I need to do now?

A:  After you have carefully read this joint proxy statement/prospectus, please respond by completing, signing and dating your proxy card or
voting instruction card and returning it in the enclosed preaddressed postage-paid envelope or, if available, by submitting your proxy by
one of the other methods specified in your proxy card or voting instruction card as promptly as possible so that your shares of CCPT II
common stock and/or Spirit common stock will be represented and voted at the annual meeting of CCPT II or the special meeting of Spirit,
as applicable.

Please refer to your proxy card or voting instruction card forwarded by your broker or other nominee to see which voting options are available to

you.

The method by which you submit a proxy will in no way limit your right to vote at CCPT II s annual meeting or Spirit s special meeting if you
later decide to attend the meeting in person. However, if your shares of CCPT II common stock or Spirit common stock are held in the name of a
broker or other nominee, you must obtain a legal proxy, executed in your favor, from your broker or other nominee, to be able to vote in person
at CCPT II s annual meeting or Spirit s special meeting.

Q: How will my proxy be voted?

A:  All shares of CCPT II common stock entitled to vote and represented by properly completed proxies received prior to CCPT II s annual
meeting, and not revoked, will be voted at CCPT II s annual meeting as instructed on the proxies. If you properly sign, date and return a
proxy card, but do not indicate how your shares of CCPT II common stock should be voted on a matter, the shares of CCPT II common
stock represented by your proxy will be voted as the CCPT II Board recommends and therefore FOR the approval of the proposal to
approve the merger and the other transactions contemplated by the merger agreement, FOR the proposal to adjourn the annual meeting, if
necessary or appropriate, to solicit additional proxies in favor of the proposal to approve the merger and the other transactions
contemplated by the merger agreement and FOR ALL of the nominees for election of directors. If you do not provide voting instructions
to your broker or other nominee, your shares of CCPT II common stock will NOT be voted at the meeting and will be considered broker
non-votes.

All shares of Spirit common stock entitled to vote and represented by properly completed proxies received prior to Spirit s special meeting, and

not revoked, will be voted at Spirit s special meeting as instructed on the proxies. If you properly sign, date and return a proxy card, but do not

indicate how your shares of Spirit common stock should be voted on a matter, the shares of Spirit common stock represented by your proxy will
be voted as the Spirit Board recommends and therefore FOR the proposal to approve the merger and the other transactions contemplated by the
merger agreement and FOR the proposal to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies in favor of the
proposal to approve the merger and the other transactions contemplated by the merger agreement. If you do not provide voting instructions to
your broker or other nominee, your shares of Spirit common stock will NOT be voted at the meeting and will be considered broker non-votes.

Q: CanIrevoke my proxy or change my vote after I have delivered my proxy?

A:  Yes. You may revoke your proxy or change your vote at any time before your proxy is voted at CCPT II s annual meeting or Spirit s special
meeting, as applicable. If you are a holder of record, you can do this in any of the three following ways:

by sending a written notice to the corporate Secretary of CCPT II or the corporate Secretary of Spirit, as applicable, at the address set
forth below, in time to be received before CCPT Il s annual meeting or Spirit s special meeting, as applicable, stating that you would
like to revoke your proxys;

by completing, signing and dating another proxy card and returning it by mail in time to be received before CCPT II s annual meeting
or Spirit s special meeting, as applicable, or by submitting a later dated proxy by the Internet or telephone in which case your
later-submitted proxy will be recorded and your earlier proxy revoked; or
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by attending the CCPT II annual meeting or the Spirit special meeting, as applicable, and voting in person. Simply attending CCPT
II s annual meeting or Spirit s special meeting without voting will not revoke your proxy or change your vote.
If your shares of CCPT II common stock or Spirit common stock are held in an account at a broker or other nominee and you desire to change
your vote or vote in person, you should contact your broker or other nominee for instructions on how to do so.

Q: What does it mean if I receive more than one set of voting materials for CCPT II s annual meeting or Spirit s special meeting?

A:  You may receive more than one set of voting materials for CCPT II s annual meeting and/or Spirit s special meeting, including multiple
copies of this joint proxy statement/prospectus and multiple proxy cards or voting instruction cards. For example, if you hold your shares
of CCPT II common stock or Spirit common stock in more than one brokerage account, you will receive a separate voting instruction card
for each brokerage account in which you hold shares of CCPT II common stock or Spirit common stock. If you are a holder of record and
your shares of CCPT II common stock or Spirit common stock are registered in more than one name, you may receive more than one
proxy card. Please complete, sign, date and return each proxy card and voting instruction card that you receive or, if available, please
submit your proxy by telephone or over the Internet.

Q: What happens if I am a stockholder of both CCPT II and Spirit?

A:  You will receive separate proxy cards for each company and must complete, sign and date each proxy card and return each proxy card in
the appropriate preaddressed postage-paid envelope or, if available, by submitting a proxy by one of the other methods specified in your
proxy card or voting instruction card for each company.

Q: Will a proxy solicitor be used?

A:  Yes. CCPT II has engaged Boston Financial Data Services, Inc., referred to herein as Boston Financial, to assist in the solicitation of
proxies for the annual meeting and CCPT II estimates it will pay Boston Financial a fee of approximately $72,000. CCPT II has also
agreed to reimburse Boston Financial for reasonable out-of-pocket expenses and disbursements incurred in connection with the proxy
solicitation and to indemnify Boston Financial against certain losses, costs and expenses. In addition to mailing proxy solicitation material,
CCPT II s directors and officers, and employees of Cole Real Estate Investments, may also solicit proxies in person, by telephone or by any
other electronic means of communication deemed appropriate. No additional compensation will be paid to CCPT II s directors or officers,
or to employees of Cole Real Estate Investments for such services.

Spirit has engaged Broadridge Investor Communication Solutions, Inc., referred to herein as Broadridge, to assist in the solicitation of proxies

for the special meeting and Spirit estimates it will pay Broadridge a fee of approximately $20,000. Spirit has also agreed to reimburse

Broadridge for reasonable out-of-pocket expenses and disbursements incurred in connection with the proxy solicitation and to indemnify

Broadridge against certain losses, costs and expenses. In addition to mailing proxy solicitation material, Spirit s directors, officers and employees

may also solicit proxies in person, by telephone or by any other electronic means of communication deemed appropriate. No additional

compensation will be paid to Spirit s directors, officers, or employees for such services.

xiii
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Q: Who can answer my questions?

A:

If you have any questions about the merger or how to submit your proxy or need additional copies of this joint proxy statement/prospectus,
the enclosed proxy card or voting instructions, you should contact:

If you are a CCPT II stockholder: If you are a Spirit stockholder:
Cole Credit Property Trust II, Inc. Spirit Realty Capital, Inc.
Attention: Corporate Secretary Attention: Corporate Secretary
2325 East Camelback Road, Suite 1100 16767 North Perimeter Drive, Suite 210
Phoenix, Arizona 85016 Scottsdale, Arizona 85260
(602) 778-8700 (480) 606-0820
Proxy Solicitor: Proxy Solicitor:
Boston Financial Data Services, Inc. Broadridge Investor Communication Solutions, Inc.
P.O. Box 55046 51 Mercedes Way
Boston, Massachusetts 02205-9815 Edgewood, NY 11717
Call Toll-Free (800) 409-4185 Call Toll-Free (800) 690-6903
Xiv
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SUMMARY

The following summary highlights some of the information contained in this joint proxy statement/prospectus. This summary may not contain
all of the information that is important to you. For a more complete description of the merger agreement, the merger and the other transactions
contemplated by the merger agreement, CCPT II and Spirit encourage you to read carefully this entire joint proxy statement/prospectus,
including the attached Annexes.

The Companies
Cole Credit Property Trust I1, Inc.

CCPT I1, a Maryland corporation, is a publicly owned non-listed REIT organized to acquire and operate commercial real estate primarily
consisting of freestanding, single-tenant, retail properties net leased to investment grade and other creditworthy tenants located throughout the
United States. As of December 31, 2012, CCPT II owned 752 properties comprising 21.2 million rentable square feet of single and multi-tenant
retail and commercial space and the rentable space at these properties was 96% leased.

CCPT II s core investment strategy is to purchase and own properties leased to a diversified group of companies on a net lease basis. These
leases generally require the tenants to pay substantially all of the costs associated with operating and maintaining the properties such as
maintenance, insurance, taxes, structural repairs and other operating expenses related to the properties.

CCPT II was organized as a Maryland corporation on September 29, 2004. As of March 25, 2013, CCPT II had raised aggregate gross proceeds
of $2.3 billion from the public offering of its shares through both primary offerings and its distribution reinvestment plan.

Substantially all of CCPT II s business is conducted through Cole Operating Partnership II, LP, referred to herein as the CCPT II Partnership, a
Delaware limited partnership. CCPT II is the sole general partner of and owns an approximate 99.99% partnership interest in the CCPT II
Partnership. Cole REIT Advisors II, LLC serves as the Advisor for CCPT II. The Advisor is the sole limited partner and owner of an
insignificant noncontrolling partnership interest of less than 0.01% of the CCPT II Partnership.

CCPT II s principal executive offices are located at 2325 East Camelback Road, Suite 1100, Phoenix, Arizona 85016 and its telephone number is
(602) 778-8700. CCPT II does not have any employees.

Spirit Realty Capital, Inc.

Spirit, a Maryland corporation, is a self-administered and self-managed REIT organized to acquire and operate single-tenant, operationally
essential real estate throughout the United States that is leased on a long-term, triple-net basis primarily to tenants engaged in retail, service and
distribution industries. As of December 31, 2012, Spirit owned 1,122 properties of primarily single tenant retail and commercial space which
were approximately 98.8% occupied.

Single-tenant, operationally essential real estate consists of properties that are generally free-standing, commercial real estate facilities where
Spirit s tenants conduct retail, distribution, or service activities that are essential to the generation of their sales and profits. Under a triple-net
lease the tenant is typically responsible for all improvements and is contractually obligated to pay all property operating expenses, such as
insurance premiums, real estate taxes, and repair and maintenance costs. In support of its primary business of owning and leasing real estate,
Spirit has also strategically originated or acquired long-term, commercial mortgage and equipment loans. Spirit views its operations as one
segment consisting of triple-net leases.
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Spirit was organized as a Maryland corporation on August 14, 2003. Spirit became a public company in December 2004 and was subsequently
taken private in August 2007 by a consortium of private investors in a merger. The vast majority of the owned properties in Spirit s portfolio as
of December 31, 2012 were acquired prior to its privatization.

On September 25, 2012, Spirit completed an initial public offering, referred to herein as the Spirit IPO, issuing a total of 29.0 million shares,
resulting in gross offering proceeds to Spirit of $435 million. Additionally, on October 1, 2012, Spirit issued 4.35 million additional shares in
connection with the exercise by the underwriters in the Spirit IPO of their over-allotment options in full, resulting in gross offering proceeds to
Spirit of $65.25 million.

Spirit s operations are carried out through its operating partnership, Spirit Realty, L.P., referred to herein as the Spirit Partnership, which is a
Delaware limited partnership. Spirit General OP Holdings, LLC, one of Spirit s wholly-owned subsidiaries, is the sole general partner and owns
1.0% of the Spirit Partnership. Spirit is the sole limited partner and owns the remaining 99.0% of the Spirit Partnership.

Spirit s common stock is listed on the NYSE, and trades under the symbol SRC.

Spirit s principal executive offices are located at 16767 N. Perimeter Drive, Suite 210, Scottsdale, Arizona 85260 and its telephone number is
(480) 606-0820. Spirit had 38 employees as of December 31, 2012.

The Combined Corporation

The Combined Corporation will be named Spirit Realty Capital, Inc. and will be a Maryland corporation that is self-administered and
self-managed. The Combined Corporation will own approximately 1,874 properties, excluding properties securing its mortgage loans, in 48
states. The Combined Corporation is expected to be one of the largest publicly traded triple-net-lease REITs in the United States with a pro
forma enterprise value of approximately $7.1 billion as of January 18, 2013.

The operations of the Combined Corporation will be carried out through the Spirit Partnership. After giving effect to the partnership merger,
Spirit General OP Holdings, LLC, which is one of Spirit s wholly owned subsidiaries and which will become a wholly owned subsidiary of the
Combined Corporation as a result of the merger, will be the sole general partner of the Spirit Partnership and will own 1.0% of the Spirit
Partnership. The Combined Corporation will be the sole limited partner and own the remaining 99.0% interest in the Spirit Partnership.

The common stock of the Combined Corporation is expected to be listed on the NYSE under the symbol SRC.

The Combined Corporation s principal executive offices will be located at 16767 N. Perimeter Drive, Suite 210, Scottsdale, Arizona 85260 and
its telephone number will be (480) 606-0820.

The Merger
The Merger Agreement

CCPT 11, the CCPT II Partnership, Spirit and the Spirit Partnership have entered into the merger agreement attached as Annex A to this joint
proxy statement/prospectus, which is incorporated herein by reference. CCPT II and Spirit encourage you to carefully read the merger agreement
in its entirety because it is the principal document governing the merger and the other transactions contemplated by the merger agreement.
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The Merger

Subject to the terms and conditions of the merger agreement, at the effective time of the merger, Spirit will merge with and into CCPT II, with
CCPT II surviving the merger, which were refer to as the Combined Corporation. The Combined Corporation will be named Spirit Realty
Capital, Inc. The shares of common stock of the Combined Corporation are expected to be listed and traded on the NYSE under the symbol

SRC. The executive officers of Spirit immediately prior to the effective time of the merger will continue as the executive officers of the
Combined Corporation following the effective time of the merger.

Upon the completion of the merger, the stockholders of CCPT II and the former stockholders of Spirit will own approximately 56% and 44%,
respectively, of the issued and outstanding common stock of the Combined Corporation.

The Merger Consideration

In the merger, each share of Spirit common stock issued and outstanding immediately prior the effective time of the merger will be converted
into the right to receive 1.9048 shares of CCPT II common stock, which equates to an inverse exchange ratio of 0.525 shares of Spirit common
stock for one share of CCPT II common stock. Based on Spirit s closing price of $17.82 per share on January 18, 2013, the last trading day
before the announcement of the merger, the exchange ratio implied a value of $9.36 per share of CCPT II common stock. The exchange ratio is
fixed and will not be adjusted for changes in the market value of Spirit common stock or the value of CCPT II common stock. Because of this,
the merger consideration to Spirit stockholders (and the implied value of a share of CCPT II common stock) will fluctuate between now and the
completion of the merger. Based on the closing price of Spirit common stock on the NYSE of $19.17 on March 25, 2013, the latest practicable
date before the date of this joint proxy statement/prospectus, the exchange ratio implied a value of $10.06 per share of CCPT II common stock.

The market price of Spirit common stock may fluctuate, and as a result, the implied value of CCPT II common stock may fluctuate. You are

urged to obtain current market quotations of Spirit common stock. You are cautioned that the trading price of the common stock of the

Combined Corporation after the merger may be affected by factors different from those currently affecting the trading price of Spirit common

stock, and therefore, the historical trading price of Spirit may not be indicative of the trading price of the Combined Corporation. See the risks
related to the merger and the related transactions described under the section Risk Factors Risk Factors Relating to the Merger beginning on page
22.

The Partnership Merger

The merger agreement also provides for the merger of the CCPT II Partnership with the Spirit Partnership, with the Spirit Partnership continuing
as the surviving partnership. As a result of the partnership merger, each outstanding partnership unit in the CCPT II Partnership held by the
Advisor (as the sole limited partner) will be converted into one validly issued share of common stock of the Combined Corporation, and each
partnership unit of the CCPT Partnership held by CCPT II will automatically be retired and cease to exist; each outstanding unit in the Spirit
Partnership will remain outstanding; and the general partner interest of the Spirit Partnership will constitute the only general partner interests in
the surviving partnership.

Voting Agreements

Concurrently with the execution of the merger agreement, Macquarie Group (US) Holdings No. 1 Pty Ltd., which is referred to herein as
Macquarie, TPG-Axon Partners, LP, which is referred to herein as TPG-AXON Partners, and TPG-Axon Spirit Holdings Ltd., which is referred
to herein as TPG-AXON Spirit, each entered into a voting agreement with CCPT II, the CCPT II Partnership and, for limited purposes, Spirit,
individually referred to herein as a Voting Agreement and collectively as the Voting Agreements. Pursuant to the terms of the Voting
Agreements, each of Macquarie, TPG-AXON Partners and TPG-AXON Spirit, has agreed, subject to the terms
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and conditions contained in each Voting Agreement, to vote its shares of Spirit common stock (1) in favor of the merger, (2) against any other
Spirit acquisition proposal, (3) against any action or agreement that would reasonably be expected to result in any closing condition contained in
the merger agreement not being fulfilled on or before July 22, 2013 (unless extended to September 22, 2013 pursuant to the terms of the merger
agreement) and (4) against any action that could reasonably be expected to impede, interfere with, materially delay, materially postpone or
materially adversely affect consummation of the transactions contemplated by the merger agreement. As of January 22, 2013, Macquarie,
TPG-AXON Partners and TPG-AXON Spirit collectively owned approximately 15% of the outstanding shares of Spirit common stock.

Each of Macquarie, TPG-AXON Partners and TPG-AXON Spirit has also agreed to comply with certain restrictions on the transfer of its shares
of Spirit common stock prior to the termination of the Voting Agreement. Each Voting Agreement terminates upon the earliest of: (1) the
consummation of the merger, (2) the termination of the merger agreement prior to consummation of the merger, (3) a change in recommendation
by either the Spirit Board or the CCPT II Board, (4) the acquisition, beneficially or of record, of any shares of Spirit common stock by CCPT II
or the CCPT II Partnership prior to the consummation of the merger and (5) September 25, 2013.

The foregoing summary of the Voting Agreements is subject to, and qualified in its entirety by reference to, the full text of each of the Voting
Agreements. Copies of the Voting Agreements are attached as Annex D, Annex E and Annex F to this joint proxy statement/prospectus and are
incorporated herein by reference. For more information see Voting Agreements beginning on page 267.

Advisory and Property Management Matters Agreement

In connection with the execution of the merger agreement, CCPT II, the CCPT II Partnership and, as an expressed third party beneficiary, Spirit,
entered into an advisory and property management matters agreement, which is referred to herein as the Advisory Matters Agreement, with the
Advisor, and Cole Realty Advisors, Inc. (f/k/a Fund Realty Advisors, Inc.), referred to herein as the Property Manager and which, collectively
with the Advisor, are referred to herein as the Advisor Parties. Spirit is a party to the Advisory Matters Agreement solely as a third party
beneficiary. The Advisory Matters Agreement provides, among other things, that the amended and restated advisory agreement, dated
September 16, 2005, between CCPT II and the Advisor, referred to herein as the Advisory Agreement, and the amended and restated property
management and leasing agreement, dated as of September 16, 2005, among CCPT II, the CCPT II Partnership and the Property Manager, which
is referred to herein as the Property Management Agreement and which are, collectively with the Advisory Agreement, referred to herein as the
Existing Agreements, will terminate, without any further notice or action, upon the closing of the merger. During the period between the signing
of the Advisory Matters Agreement and the consummation of the merger, which is referred to herein as the Interim Period, the Existing
Agreements will continue in full force and effect and the Advisor Parties have agreed to use their reasonable best efforts to perform their
respective duties under the Existing Agreements in a manner so as to cause CCPT II and its subsidiaries to perform CCPT II s and the CCPT II
Partnership s covenants, agreements and other obligations under the merger agreement.

Under the terms of the Advisory Matters Agreement, the Advisor Parties have waived (1) any fees due upon the termination of the Existing
Agreements, including any fees due upon listing of the Combined Corporation common stock on the NYSE, (2) any performance fees due upon
the consummation of the merger, and (3) any other fees that would be payable under the Existing Agreements with respect to the merger
(including any equity or debt financing transaction that occurs in connection with the consummation of the merger) and the other transactions
contemplated by the merger agreement. Other than the waived fees as described in the preceding sentence, the Advisor Parties will continue to
be paid the asset management, property management and other fees and expense reimbursements payable pursuant to the Existing Agreements,
calculated in a manner consistent with past practice, for services rendered during the Interim Period.
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In the event that the merger agreement is terminated prior to the consummation of the merger, the Advisory Matters Agreement will terminate
and the Existing Agreements will continue in accordance with their terms without the effect of any provisions of the Advisory Matters
Agreement.

The foregoing summary of the Advisory Matters Agreement is subject to, and qualified in its entirety by reference to, the full text of the
Advisory Matters Agreement. A copy of the Advisory Matters Agreement is attached as Annex G to this joint proxy statement/prospectus and is
incorporated herein by reference. For more information, see Advisory and Property Management Matters Agreement beginning on page 269.

Election of CCPT II Directors

At the CCPT II annual meeting, CCPT II stockholders will vote on the election of all three members of the CCPT II Board. Those persons
elected will serve as directors until the 2014 annual meeting and until their successors are duly elected and qualify or, if the merger is completed,
the effective time of the merger. The CCPT II Board has nominated Christopher H. Cole, Marcus E. Bromley and George N. Fugelsang for
re-election as directors.

Recommendation of the CCPT II Board

The CCPT 1I Board, following the recommendation of the CCPT II Special Committee, determined that the merger agreement, the merger and
the other transactions contemplated by the merger agreement, including the amendment and restatement of the CCPT II charter as part of the
merger, are advisable, fair to, and in the best interests of CCPT II and its stockholders and unanimously approved the merger agreement, the
merger and the other transactions contemplated by the merger agreement. The CCPT II Board, following the recommendation of the CCPT II
Special Committee, unanimously recommends that CCPT II stockholders vote FOR the proposal to approve the merger and the other
transactions contemplated by the merger agreement, FOR ALL of the nominees for election as director and FOR the proposal to adjourn the
meeting, if necessary or appropriate, to solicit additional proxies in favor of the proposal to approve the merger and the other transactions
contemplated by the merger agreement.

Recommendation of the Spirit Board

The Spirit Board has unanimously (i) determined that the merger agreement, the merger and the other transactions contemplated thereby are
advisable, fair to, and in the best interests of Spirit and its stockholders, and (ii) approved the merger agreement, the merger and the other
transactions contemplated by the merger agreement. The Spirit Board unanimously recommends that Spirit stockholders vote FOR the proposal
to approve the merger and the other transactions contemplated by the merger agreement, and FOR the proposal to adjourn the special meeting, if
necessary or appropriate, to solicit additional proxies in favor of the proposal to approve the merger and the other transactions contemplated by
the merger agreement.

Summary of Risk Factors Related to the Merger

You should consider carefully all the risk factors together with all of the other information included in this joint proxy statement/prospectus
before deciding how to vote. The risks related to the merger and the related transactions are described under the section Risk Factors Risk Factors
Relating to the Merger beginning on page 22.

The exchange ratio is fixed and will not be adjusted in the event of any change in either CCPT II s share value or Spirit s stock price.

The merger and related transactions are subject to approval by stockholders of both CCPT II and Spirit.
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CCPT II and Spirit stockholders will be diluted by the merger.

If the merger does not occur, one of the companies may incur payment obligations to the other.

Failure to complete the merger could negatively impact the share value of CCPT II, the stock price of Spirit and the future business
and financial results of both companies.

The pendency of the merger could adversely affect the business and operations of CCPT II and Spirit.

The merger agreement contains provisions that could discourage a potential competing acquirer of either CCPT II or Spirit or could
result in any competing proposal being at a lower price than it might otherwise be.

If the merger is not consummated by July 22, 2013 (unless extended to September 22, 2013 pursuant to the terms of the merger
agreement), either CCPT II or Spirit may terminate the merger agreement.

Some of the directors and executive officers of CCPT II and Spirit have interests in seeing the merger completed that are different
from, or in addition to, those of the other CCPT II stockholders and Spirit stockholders.
Stockholders Entitled to Vote; Vote Required

CCPT II

CCPT II stockholders who owned shares of CCPT II common stock at the close of business on March 27, 2013, which is referred to herein as
CCPT I s record date, are entitled to notice of and to vote at CCPT II s annual meeting. On CCPT II s record date, there were 208,584,611 shares
of CCPT II common stock outstanding and entitled to vote at CCPT II s annual meeting, held by approximately 40,824 holders of record. Each
share of CCPT II common stock is entitled to one vote on each proposal to be voted on at CCPT II s annual meeting.

At CCPT II s annual meeting, the presence in person or by proxy of stockholders entitled to cast a majority of all the votes entitled to be cast at
such meeting shall constitute a quorum. Abstentions will be counted in determining whether a quorum is present at CCPT II s annual meeting.

Approval of the proposal to approve the merger and the other transactions contemplated by the merger agreement requires the affirmative vote
of the holders of at least a majority of the outstanding shares of CCPT II common stock entitled to vote on such proposal. Approval of the
proposal to elect directors requires the affirmative vote of holders of at least a majority of shares of CCPT II common stock present in person or
by proxy at the meeting. Approval of the proposal to adjourn the annual meeting, if necessary or appropriate, to solicit additional proxies in
favor of the proposal to approve the merger and the other transactions contemplated by the merger agreement requires the affirmative vote of a
majority of the votes cast on such proposal.

See page 148 for a description of the effect of abstentions and broker non-votes with respect to the above proposals.

Your vote is very important. You are encouraged to submit your proxy as promptly as possible. If you submit your proxy but do not indicate
how your shares of CCPT II common stock should be voted on a matter, the shares of CCPT II common stock represented by your properly
executed proxy will be voted as the CCPT II Board unanimously recommends and therefore FOR the proposal to approve the merger and the
other transactions contemplated by the merger agreement, FOR ALL of the nominees for director, and FOR the proposal to adjourn the annual
meeting, if necessary or appropriate, to solicit additional proxies in favor of the proposal to approve the merger and the other transactions
contemplated by the merger agreement. If you do not provide voting instructions to your broker or other nominee, your shares of CCPT 11
common stock will NOT be voted at the meeting and will be considered broker non-votes.

Table of Contents 33



Table of Contents

Edgar Filing: Cole Credit Property Trust Il Inc - Form 424B3

34



Edgar Filing: Cole Credit Property Trust Il Inc - Form 424B3

Table of Conten
Spirit

Spirit stockholders who owned shares of Spirit common stock at the close of business on March 27, 2013 which is referred to herein as Spirit s
record date, are entitled to notice of and to vote at Spirit s special meeting. On Spirit s record date, there were 84,833,181 shares of Spirit common
stock outstanding and entitled to vote at Spirit s special meeting, held by approximately 100 holders of record. Because many of the shares of
Spirit common stock are held by brokers and other institutions on behalf of Spirit stockholders, Spirit is unable to estimate the total number of
Spirit stockholders represented by these record holders. Each share of Spirit common stock is entitled to one vote on each proposal to be voted

on at Spirit s special meeting.

At Spirit s special meeting, the presence in person or by proxy of stockholders entitled to cast a majority of all the votes entitled to be cast at such
meeting shall constitute a quorum. Abstentions will be counted in determining whether a quorum is present at Spirit s special meeting.

Approval of the proposal to approve the merger and the other transactions contemplated by the merger agreement requires the affirmative vote
of the holders of at least a majority of the outstanding shares of Spirit common stock entitled to vote on such proposal. Approval of the proposal
to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies in favor of the proposal to approve the merger and the
other transactions contemplated by the merger agreement requires the affirmative vote of a majority of the votes cast on such proposal. Pursuant
to the Voting Agreements, certain stockholders of Spirit, who together, as of January 22, 2013, owned approximately 15% of the outstanding
shares of Spirit common stock have agreed to vote in favor of the merger and the other transactions contemplated by the merger agreement,
subject to the terms and conditions of the Voting Agreements, as described under Voting Agreements beginning on page 267.

See page 156 for a description of the effect of abstentions and broker non-votes with respect to the above proposals.

Your vote is very important. You are encouraged to submit your proxy as promptly as possible. If you do not indicate how your shares of Spirit
common stock should be voted on a matter, the shares of Spirit common stock represented by your properly executed proxy will be voted as the
Spirit Board unanimously recommends and therefore FOR the proposal to approve the merger and the other transactions contemplated by the
merger agreement and FOR the proposal to adjourn the special meeting, if necessary or appropriate, to solicit additional proxies in favor of the
proposal to approve the merger and the other transactions contemplated by the merger agreement. If you do not provide voting instructions to
your broker or other nominee, your shares of Spirit common stock will NOT be voted at the meeting and will be considered broker non-votes.

Opinions of Financial Advisors
Opinion of CCPT II Special Committee s Financial Advisor

Gleacher & Company Securities, Inc., referred to herein as Gleacher, acted as financial advisor to the CCPT II Special Committee in connection
with, and led certain of the negotiations leading to, the merger. On January 21, 2013, Gleacher rendered its oral opinion (which was
subsequently confirmed in writing) to the CCPT II Special Committee that, as of such date and based upon and subject to the limitations and
assumptions set forth in its opinion, the exchange ratio provided for in the transaction was fair, from a financial point of view, to holders of
CCPT II common stock.

The full text of the written opinion of Gleacher, dated January 21, 2013, which sets forth, among other things, the assumptions made,
procedures followed, matters considered and qualifications and limitations on the review undertaken by Gleacher in connection with the
opinion, is attached as Annex I to this joint proxy statement/prospectus. Holders of shares of CCPT II common stock are urged to read
the
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Gleacher opinion carefully and in its entirely. Gleacher provided its opinion for the information and assistance of the CCPT II Special
Committee (solely in its capacity as such) in connection with its consideration of the merger. The opinion does not address CCPT II s
underlying business decision to enter into the merger or the relative merits of the merger as compared with any other strategic
alternative which may have been available to CCPT II. The opinion does not constitute a recommendation as to how any holder of
shares of CCPT II common stock should vote or otherwise act with respect to the merger or any other matter and does not in any
manner address the prices at which shares of CCPT II common stock will trade at any time.

See The Merger Opinion of CCPT II Special Committee s Financial Advisor beginning on page 183.
Opinions of CCPT II s Financial Advisors

In connection with the merger, the CCPT II Board received separate written opinions, dated January 21, 2013, from CCPT II s financial advisors,
Morgan Stanley & Co. LLC, referred to herein as Morgan Stanley, and UBS Securities LLC, referred to herein as UBS, as to the fairness, from a
financial point of view and as of the date of such opinion, to CCPT II of the exchange ratio provided for in the merger. The full texts of Morgan
Stanley s and UBS respective written opinions, which set forth, among other things, the procedures followed, assumptions made, matters
considered and qualifications and limitations on the review undertaken, are attached to this joint proxy statement/prospectus as Annex J and
Annex K, respectively. The opinions were provided for the benefit of the CCPT II Board (in its capacity as such) and addressed only the
fairness of the exchange ratio from a financial point of view to CCPT II as of the date of the opinions and did not address any other
aspect of the merger. The opinions did not address the relative merits of the merger as compared to other business strategies or
transactions that might be available with respect to CCPT II or CCPT II s underlying business decision to effect the merger. The
opinions do not constitute a recommendation to any stockholder as to how to vote or act with respect to the merger.

See The Merger Opinions of CCPT II s Financial Advisors beginning on page 191.
Opinion of Spirit s Financial Advisor

In connection with the merger, Spirit engaged Barclays Capital Inc., referred to herein as Barclays, to act as financial advisor to Spirit. On
January 21, 2013, Barclays rendered its oral opinion (which was subsequently confirmed in writing) to the Spirit Board that, as of such date and
based upon and subject to the qualifications, limitations and assumptions stated in its opinion, the exchange ratio of 1.9048 shares of CCPT II
common stock, $0.01 par value per share, to be offered for each share of Spirit common stock, referred to herein as the exchange ratio, pursuant
to the merger agreement (other than shares of Spirit common stock to be retired in accordance with the terms of the merger agreement) was fair,
from a financial point of view, to the stockholders of Spirit. Such exchange ratio corresponds to an inverse exchange ratio of 0.525 shares of
Spirit common stock for one share of CCPT II common stock and, for the purposes of this joint proxy statement/prospectus, the figure 0.525x
will be referred to herein as the inverse exchange ratio.

The full text of Barclays written opinion, dated as of January 21, 2013, is attached as Annex H to this joint proxy statement/prospectus. Barclays
written opinion sets forth, among other things, the assumptions made, procedures followed, factors considered and limitations upon the review
undertaken by Barclays in rendering its opinion. You are encouraged to read the opinion carefully in its entirety. This summary is qualified in its
entirety by reference to the full text of the opinion.

See The Merger Opinion of Spirit s Financial Advisor beginning on page 201.
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Treatment of the Spirit 2012 Incentive Award Plan and Restricted Shares

At the effective time of the merger, the Combined Corporation will assume the Spirit Realty Capital, Inc. and Spirit Realty, L.P. 2012 Incentive
Award Plan, which is referred to herein as the Spirit Incentive Award Plan, and the number and kind of shares available for issuance under the
Spirit Incentive Award Plan shall be converted into shares of the Combined Corporation common stock in accordance with the provisions of the
Spirit Incentive Award Plan.

As of the effective time of the merger, all shares of Spirit common stock issued and outstanding that are subject to vesting and other restrictions
under the Spirit Incentive Award Plan, referred to herein as the Spirit Restricted Stock Awards, will convert into the right to receive shares of
CCPT Il common stock that are subject to the same vesting conditions and other terms and conditions as are applicable to the Spirit Restricted
Stock Awards as of immediately prior to the effective time of the merger.

See The Merger Agreement Merger Consideration; Effects of the Merger and the Partnership Merger =~ Assumption of Spirit Incentive Award Plan
by CCPT I beginning on page 243.

Directors and Management of CCPT II After the Merger

At the effective time of the merger, all of the directors of Spirit immediately prior to the effective time of the merger and up to two individuals
designated by CCPT II, and reasonably satisfactory to Spirit, are expected to comprise the board of directors of the Combined Corporation after
the effective time of the merger. As of the date of this joint proxy statement/prospectus, no determination has been made as to the identity of the
two individuals to be designated by CCPT II.

At the effective time of the merger, the management of Spirit immediately prior to the effective time of the merger will be the management of
the Combined Corporation.

Share Ownership of Directors and Executive Officers of CCPT II

At the close of business on March 25, 2013, the directors and executive officers of CCPT II and their affiliates held and were entitled to vote
41,154 shares of CCPT II common stock, collectively representing less than 1% of the shares of CCPT II common stock outstanding and entitled
to vote on that date. The directors and executive officers of CCPT II have each indicated that they expect to vote FOR the proposal to approve
the merger and the other transactions contemplated by the merger agreement, FOR ALL of the nominees for director and FOR the proposal to
adjourn the annual meeting to a later date or dates, if necessary or appropriate, to solicit additional proxies in favor of the proposal to approve
the merger and the other transactions contemplated by the merger agreement.

Share Ownership of Directors and Executive Officers of Spirit

At the close of business on March 25, 2013, the directors and executive officers of Spirit and their affiliates held and were entitled to vote
1,248,350 shares of Spirit common stock (excluding shares of Spirit common stock held by Macquarie that may be deemed beneficially owned
by Kevin M. Charlton), collectively representing approximately 1.5% of the shares of Spirit common stock outstanding and entitled to vote on
that date. The directors and executive officers of Spirit have each indicated that they expect to vote FOR the proposal to approve the merger and
the other transactions contemplated by the merger agreement and FOR the proposal to adjourn the special meeting to a later date or dates, if
necessary or appropriate, to solicit additional proxies in favor of the proposal to approve the merger and the other transactions contemplated by
the merger agreement. In addition, under the terms of the voting agreements, each of Macquarie, TPG-AXON Partners and TPG-AXON Spirit,
who together, as of January 22, 2013, owned approximately 15% of the outstanding shares of Spirit common stock, has agreed to vote all of its
shares of Spirit common stock in favor of approval of the merger and
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the other transactions contemplated by the merger agreement, subject to certain limitations. For more information, see The Merger Security
Ownership of Spirit s Directors and Executive Officers and Current Beneficial Owners beginning on page 213.

Interests of CCPT II s Directors and Executive Officers in the Merger

In considering the recommendation of the CCPT II Board to approve the merger and the other transactions contemplated by the merger
agreement, including the amendment and restatement of the CCPT II charter as part of the merger, the CCPT II stockholders should be aware
that in connection with the merger, the Advisor, which is indirectly wholly-owned by Christopher H. Cole, the chairman, president and chief
executive officer of CCPT II, is entitled to certain fees pursuant the Advisory Agreement during the Interim Period as described under the
section entitled Advisory and Property Management Matters Agreement. Under the terms of the Advisory Matters Agreement, except as
described in the following sentence, the Advisor Parties will continue to be paid the asset management, property management and other fees
payable pursuant to the Existing Agreements, calculated in a manner consistent with past practice, for services rendered during the Interim
Period. The Advisor Parties have, however, waived (1) any fees due upon the termination of the Existing Agreements, including any fees due
upon listing of the Combined Corporation common stock on the NYSE, (2) any performance fees due upon the consummation of the merger,
and (3) any other fees that would be payable under the Existing Agreements with respect to the merger (including any equity or debt financing
transaction that occurs in connection with the consummation of the merger) and the other transactions contemplated by the merger agreement. In
addition to the fees described above, following the closing of the merger, the Advisor Parties may provide certain services to the Combined
Corporation and the Advisor Parties will be entitled to receive compensation for such services in an amount to be mutually agreed to by the
Combined Corporation and the Advisor Parties. Christopher H. Cole and D. Kirk McAllaster, Jr., the executive vice president, chief financial
officer and treasurer of CCPT II, are also officers of the Advisor. In such capacities, Messrs. Cole and McAllaster have certain interests in the
merger that may be different from the interests of CCPT II stockholders generally. These interests may create potential conflicts of interest. The
CCPT II Board and the CCPT II Special Committee were aware of those interests and considered them, among other matters, in reaching its
decision to approve the merger agreement and the transactions contemplated thereby.

Interests of Spirit s Directors and Executive Officers in the Merger

In considering the recommendation of the Spirit Board to approve the merger and the other transactions contemplated by the merger agreement,
Spirit stockholders should be aware that Spirit s directors and executive officers have certain interests in the merger that may be different from,
or in addition to, the interests of Spirit stockholders generally. These interests include those discussed below.

Under the merger agreement, the Combined Corporation will assume the Spirit Incentive Award Plan and the number and kind of shares
available for issuance under the Spirit Incentive Award Plan will be converted into shares of the Combined Corporation common stock in
accordance with the provisions of the Spirit Incentive Award Plan. Furthermore, under the merger agreement, immediately prior to the effective
time of the merger, each then-outstanding share of Spirit restricted stock will be converted into the right to receive shares of the Combined
Corporation common stock that are subject to the same vesting conditions and other terms and conditions as are applicable to the Spirit
Restricted Stock Awards immediately prior to the consummation of the merger. As of March 25, 2013, Spirit s directors and executive officers
held 1,010,295 shares of Spirit restricted stock pursuant to the Spirit Incentive Award Plan and restricted stock award notices and agreements.

Absent the waiver agreements (which are described below), some of the directors and executive officers of Spirit would have been entitled to
certain contractual change of control payments, benefits and incentive awards in connection with the merger, as described below.
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Each Spirit executive is party to an employment agreement with Spirit that provides for severance payments and benefits upon a qualifying
termination of employment without cause or for goodreason (each, as defined in the applicable employment agreement), and, pursuant to the
terms of the applicable employment agreements, certain Spirit executives are entitled to accelerated vesting of restricted stock awards upon such
qualifying termination. The employment agreements for each of Messrs. Nolan, Mavoides and Bender also provide that if an excise tax is

imposed as a result of any compensation or benefits provided to the Spirit executive in connection with a change of control (as defined in the
applicable employment agreement), then Spirit will gross-up the executive to cover the excise tax, and any taxes resulting from such gross-up,
imposed under the Code. Additionally, each of Messrs. Nolan, Mavoides and Bender is party to a restricted stock award agreement that provides
for accelerated vesting of the award upon a change in control (as defined in the applicable award agreement).

On January 22, 2013, Spirit entered into waiver agreements with each of the Spirit executives, which provide that (i) the merger will not

constitute a change in control for purposes of the Spirit executive s employment agreement and related restricted stock agreement(s) and (ii) any
change in position that occurs in connection with the merger will not constitute good reason or a termination without cause for purposes of the
Spirit executive s employment agreement and related restricted stock agreement(s). In addition, under the waiver agreements executed by Messrs.
Nolan, Mavoides and Bender, each executive waived his entitlement to a tax gross-up payment to cover any excise taxes imposed as a result of

any payments made to them in connection with the merger. Therefore, none of Spirit s executive officers is party to an agreement with Spirit, or
participates in any Spirit plan, program or arrangement, that provides for payments or benefits based on or that otherwise relate to the
consummation of the merger.

Listing of Shares of the Combined Corporation Common Stock; Delisting and Deregistration of Shares of Spirit Common Stock

CCPT II has prepared and filed with the NYSE a listing application pursuant to which shares of CCPT II common stock, including the shares to
be issued to Spirit stockholders in connection with the merger, will be listed on the NYSE. Each of CCPT II and Spirit will use its reasonable
best efforts to cause the shares of CCPT II common stock to be approved for listing on the NYSE and to be traded under Spirit s existing trading
symbol SRC. Approval of the listing on the NYSE of the shares of the Combined Corporation common stock, subject to official notice of
issuance, is a condition to each party s obligation to complete the merger.

If the merger is completed, shares of Spirit common stock will be delisted from the NYSE and deregistered under the Exchange Act.
No Stockholder Appraisal Rights in the Merger

Under the Maryland General Corporation Law, neither CCPT II stockholders nor Spirit stockholders are entitled to exercise appraisal rights in
connection with the merger. See No Appraisal Rights beginning on page 271.

Conditions to Completion of the Merger

A number of conditions must be satisfied or waived, where legally permissible, before the merger can be consummated. These include, among
others:

the approval of the merger and the other transactions contemplated by the merger agreement by the requisite vote of CCPT II
stockholders and Spirit stockholders;

the absence of a final and nonappealable order or law prohibiting the merger;
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the effectiveness of the registration statement on Form S-4, of which this joint proxy statement/prospectus is a part;

the approval for listing on the NYSE of the shares of CCPT II common stock, including shares to be issued to Spirit stockholders
pursuant to the merger agreement, subject to official notice of issuance;

the accuracy of all representations and warranties made by the parties in the merger agreement and performance by the parties of
their obligations under the merger agreement (subject in each case to certain materiality standards);

the absence of any material adverse effect being experienced by either party;

the receipt by each party of an opinion from the other party s legal counsel regarding the other party s qualification as a REIT;

the receipt by each party of an opinion from such party s legal counsel to the effect that the merger will be treated as a reorganization
within the meaning of Section 368(a) of the Code; and

the receipt by CCPT II and Spirit of certain lender consents.
Neither CCPT II nor Spirit can give any assurance as to when or if all of the conditions to the consummation of the merger will be satisfied or
waived or that the merger will occur.

For more information regarding the conditions to the consummation of the merger and a complete list of such conditions, see The Merger
Agreement Conditions to Completion of the Merger beginning on page 246.

Regulatory Approvals Required for the Merger

The merger may be subject to the regulatory requirements of municipal, state and federal, domestic or foreign, governmental agencies and
authorities. Nevertheless, neither CCPT II nor Spirit is aware of any regulatory approvals that are expected to prevent the consummation of the
merger. See The Merger Regulatory Approvals Required for the Merger beginning on page 216.

No Solicitation and Change in Recommendation

Under the merger agreement, each of CCPT II and Spirit has agreed not to, and to cause its subsidiaries not to (and not authorize and use
reasonable best efforts to cause its officers, directors, managers and other representatives not to), directly or indirectly, (i) solicit, initiate,
knowingly encourage or facilitate any inquiry, offer or request that constitutes, or could reasonably be expected to lead to, a competing
acquisition proposal, (ii) participate in any discussions or negotiations regarding, or that reasonably could be expected to result in a competing
acquisition proposal, (iii) furnish to any person (other than Spirit or CCPT II) any non-public information in connection with, or knowingly
facilitates in any way any effort by any person in furtherance of, a competing acquisition proposal, (iv) waive, terminate, modify, fail to enforce
or release any person other than Spirit and its affiliates or CCPT II and its affiliates from any provisions of or grant any permission, waiver or
request under any standstill, confidentiality or similar agreement or obligations, (v) approve or recommend a competing acquisition proposal, or
enter into any letter of intent, memorandum of understanding, agreement in principle, acquisition agreement, merger agreement, share purchase
agreement, asset purchase agreement, share exchange agreement, option agreement or other similar definitive agreement related to a competing
acquisition proposal, or (vi) propose or agree to do any of the foregoing.

However, prior to the approval of the merger and the other transactions contemplated by the merger agreement by their respective stockholders,
each of CCPT II and Spirit may, under certain specified circumstances, engage in discussions or negotiations with and provide nonpublic
information regarding itself to a
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third party making an unsolicited, bona fide written competing acquisition proposal. Under the merger agreement, Spirit is required to notify
CCPT II promptly, and CCPT Il is required to notify Spirit promptly, if it receives any competing acquisition proposal or inquiry or any request
for nonpublic information in connection with a competing acquisition proposal.

Before the approval of the merger and the other transactions contemplated by the merger agreement by their respective stockholders, each of the
CCPT II Board and the Spirit Board may, under certain specified circumstances, withdraw its recommendation to its stockholders with respect to
the merger if it determines in good faith, after consultation with outside legal counsel, that failure to take such action would be inconsistent with
the directors duties under applicable law. For more information regarding the limitations on CCPT II, the CCPT II Board, Spirit and the Spirit
Board to consider other acquisition proposals, see The Merger Agreement Covenants and Agreements No Solicitation of Transactions by the
Spirit Parties beginning on page 255 and The Merger Agreement Covenants and Agreements No Solicitation of Transactions by the CCPT II
Parties beginning on page 252.

Termination of the Merger Agreement

CCPT II and Spirit may mutually agree to terminate the merger agreement before completing the merger, even after approval of the CCPT II
stockholders or approval of the Spirit stockholders.

In addition, either CCPT II or Spirit (so long as they are not at fault) may decide to terminate the merger agreement if:

the merger has not been consummated on or before July 22, 2013, unless as of July 22, 2013, all conditions to closing have been
satisfied or waived other than either party s obligations to obtain its respective stockholder approval for the merger and the other
transactions contemplated by the merger agreement and/or obtain certain lender consents and the financing commitment secured by
Spirit from Barclays Bank PLC, referred to herein as Barclays Bank, Deutsche Bank AG New York Branch, referred to herein as
Deutsche Bank, and MIHI LLC, referred to herein as MIHI, (or replacement financing acceptable to the parties) has been extended
(or such financing has been funded into escrow), in which case this date will be extended to September 22, 2013;

a governmental authority of competent jurisdiction has issued a final and non-appealable order permanently restraining, enjoining or
otherwise prohibiting the transactions contemplated by the merger agreement;

CCPT II stockholders fail to approve the merger and the other transactions contemplated by the merger agreement at a duly
convened meeting; or

Spirit stockholders fail to approve the merger and the other transactions contemplated by the merger agreement at a duly convened
meeting.
CCPT II may also decide to terminate the merger agreement if:

Spirit or the Spirit Partnership materially breached the merger agreement and does not cure such breach within a specified period;

at any time prior to the approval of the merger by CCPT II stockholders, (i) in order to enter into an alternative acquisition agreement
with respect to a superior proposal, or (ii) the CCPT II Board has made a change in recommendation with respect to the merger,
provided that CCPT II concurrently pays the termination fee and the expense reimbursement;

at any time prior to the approval of the merger by Spirit stockholders, the Spirit Board has made a change in recommendation with
respect to the merger;
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at any time prior to the approval of the merger by the Spirit stockholders, Spirit or the Spirit Partnership materially breaches its
obligations under the provisions of the merger agreement regarding no solicitation of transactions by Spirit or the Spirit Partnership;
or

Spirit or the Spirit Partnership enters into an alternative acquisition agreement with respect to a competing acquisition proposal.
Spirit has reciprocal termination rights with respect to the merger agreement as CCPT II described above.

For more information regarding the rights of CCPT II and Spirit to terminate the merger agreement, see The Merger Agreement Termination of
the Merger Agreement beginning on page 261.

Termination Fee and Expenses

Generally, all fees and expenses incurred in connection with the merger and the transactions contemplated by the merger agreement will be paid
by the party incurring those fees and expenses. However, if the merger agreement is terminated because either party fails to obtain the approval
of its stockholders, such party will be required to pay the other party reasonable documented out-of-pocket expenses actually incurred up to a
maximum of $10 million. In certain other circumstances, either CCPT II or Spirit may be obligated to pay the other a termination fee of $55
million plus reasonable documented out-of-pocket expenses actually incurred up to a maximum of $10 million.

For more information regarding the termination fee and expense reimbursement, see The Merger Agreement Termination of the Merger
Agreement Termination Fee and Expenses Payable by CCPT Il to Spirit beginning on page 263 and The Merger Agreement Termination of the
Agreement Termination Fee and Expenses Payable by Spirit to CCPT II  beginning on page 263.

Financing Related to the Merger

The merger is not conditioned upon either Spirit or CCPT II having received any financing at or prior to the effective time of the merger.
However, pursuant to the terms of the merger agreement, CCPT 1I has agreed to assist Spirit in connection with any debt financing as Spirit may
reasonably request, including participating in meetings and presentations relating to such debt financing and taking actions reasonably requested
by Spirit for the discharge and satisfaction of CCPT II s existing indebtedness.

In connection with the merger and the transactions contemplated by the merger agreement, Spirit Partnership has entered into a commitment
letter with Barclays Bank, Deutsche Bank and MIHI, pursuant to which Barclays Bank, Deutsche Bank and MIHI have committed to provide,
subject to the conditions set forth in the commitment letter, a $575 million secured term loan facility and a $50 million senior secured revolving
credit facility, referred to herein as the financing commitments. Subject to certain conditions, the amount of the term loan commitment will be
reduced by the amount of any CMBS and ABS financing obtained by the Combined Corporation in connection with the merger.

If drawn upon, the proceeds of the financing commitments will be used by the Combined Corporation to (i) refinance approximately $450
million of the existing debt of CCPT II and its subsidiaries and related fees, commissions and expenses, (ii) pay various fees and expenses
incurred in connection with the merger, and (iii) finance the working capital requirements of the Combined Corporation after the consummation
of the merger. The Spirit Partnership is under no obligation to draw upon the financing commitments from Barclays Bank, Deutsche Bank and
MIHI. The Spirit Partnership is currently exploring the availability of alternative debt financing.
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For more information regarding the financing related to the merger, see The Merger Agreement Financing Related to the Merger beginning on
page 264.

Material U.S. Federal Income Tax Consequences of the Merger

It is expected that the merger will qualify as a reorganization within the meaning of Section 368(a) of the Code, and it is a condition to the
completion of the merger that CCPT II and Spirit receive written opinions from their respective counsel to the effect that the merger will be
treated as a reorganization within the meaning of Section 368(a) of the Code. Assuming the merger qualifies as a reorganization, U.S. holders of
Spirit common stock generally will not recognize gain or loss for U.S. federal income tax purposes upon the exchange of their Spirit common
stock for CCPT II common stock pursuant to the merger, except with respect to cash received in lieu of fractional shares of CCPT II common
stock.

For further discussion of the material U.S. federal income tax consequences of the merger, see The Merger Material U.S. Federal Income Tax
Consequences of the Merger beginning on page 216.

Holders of Spirit common stock should consult their tax advisors to determine the tax consequences to them (including the application and effect
of any state, local or non-U.S. income and other tax laws) of the merger.

Accounting Treatment of the Merger

It is anticipated that the merger will be accounted for using the acquisition method of accounting under U.S. generally accepted accounting
principles, referred to herein as GAAP, with Spirit treated as the accounting acquiror. Under the acquisition method of accounting, the assets
(including identifiable intangible assets) and liabilities (including executory contracts and other commitments) of CCPT II will be recorded at
their respective fair values at the date of merger and added to those of Spirit. Any excess of purchase price over the net amount of the fair values
will be recorded as goodwill. Consolidated financial statements of the Combined Corporation issued after the merger would reflect these fair
value adjustments and the combined results of operations from the date of the merger and would not be retroactively restated.

Comparison of Rights of Stockholders of CCPT II and Stockholders of Spirit

CCPT II s charter and bylaws contain provisions that are different from Spirit s charter and bylaws as currently in effect. At the effective time of
the merger, and as part of the merger in the case of the charter, the charter and bylaws of CCPT II will be amended and restated to be
substantially identical to the existing charter and bylaws of Spirit as in effective immediately prior to the effective time of the merger.

For a summary of certain differences between the rights of CCPT II stockholders and Spirit stockholders, see Comparison of Rights of
Stockholders of CCPT II and Stockholders of Spirit Pre-Merger and Rights of Stockholders of the Combined Corporation Post-Merger
beginning on page 278.

Recent Developments
Cole Holdings Corporation Merger Agreement

On March 5, 2013, Cole Credit Property Trust I, referred to herein as CCPT III, Cole Holdings Corporation, referred to herein as Holdings,
CRElnvestments, LL.C, a Maryland limited liability company and a wholly owned subsidiary of CCPT III, referred to herein as Holdings Merger
Sub, and Christopher H. Cole, entered into an Agreement and Plan of Merger, referred to herein as the Holdings Merger Agreement. The
Holdings Merger Agreement provides for the merger of Holdings with and into Holdings Merger Sub, referred to
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herein as the Holdings Merger, with Holdings Merger Sub surviving and continuing as a wholly owned subsidiary of CCPT III. Holdings is
wholly owned by Mr. Cole, chairman of the board, chief executive officer and president of CCPT II, and is an affiliate of the CCPT II sponsor,
the parent company and indirect owner of the Advisor, the Property Manager and the CCPT II dealer manager. The consummation of the
Holdings Merger is subject to various conditions. Upon consummation of the Holdings Merger, CCPT III intends to list its shares of common
stock on the NYSE.

Despite the indirect change of control that would occur for the Advisor, the Property Manager and the CCPT II dealer manager upon
consummation of the Holdings Merger, such entities will continue to serve in their respective capacities to CCPT II without any Holdings
Merger related changes in personnel or service procedures.

CCPT II Distributions Declared

On March 6, 2013, the CCPT II board of directors authorized a daily distribution, based on 365 days in the calendar year, at the current rate of
$0.001712523 per share for stockholders of record as of the close of business on each day of the period commencing on April 1, 2013 and
ending on the earlier of (i) June 30, 2013 and (ii) the date immediately preceding the effective time of the merger. The payment date for each of
the daily distributions of the period commencing on April 1, 2013 and ending on April 30, 2013 will be in May 2013. The payment date for each
of the daily distributions of the period commencing on May 1, 2013 and ending May 31, 2013 will be in June 2013. The payment date for each
of the daily distributions of the period commencing on June 1, 2013 and ending on the earlier of (i) June 30, 2013 or (ii) the effective time of the
merger, will be no later than July 2013.

Spirit Dividends Declared

On March 13, 2013, the Spirit Board authorized a cash dividend on its common stock based on a quarterly distribution rate of $0.3125 per share
for stockholders of record on April 1, 2013 and payable on April 16, 2013. This dividend covers the first quarter of 2013 and equates to an
annualized distribution rate of $1.25 per share.

Selected Historical Financial Information of CCPT II

Presented below is the selected historical consolidated financial data of CCPT II as of and for the periods indicated. The selected historical
consolidated financial data of CCPT II as of December 31, 2012 and 2011 and for each of the fiscal years ended December 31, 2012, 2011 and
2010 have been derived from CCPT II s historical audited consolidated financial statements which are included herein. The selected historical
consolidated financial data of CCPT II as of December 31, 2010, 2009 and 2008 and for each of the fiscal years ended December 31, 2009 and
2008 were derived from CCPT II s historical audited consolidated financial statements, which are not included in this joint proxy
statement/prospectus.

You should read this selected historical financial information together with the financial statements included in this document and their
accompanying notes and management s discussion and analysis of operations and financial condition of CCPT II contained herein.
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CCPTII
Historical as of or for the
Years Ended
December 31,
2012 2011 2010 2009 2008
(in thousands, except per share data)
Total assets $ 3,289,536 $ 3,430,322 $ 3,485,335 $ 3,413,104 $ 3,432,028
Cash and cash equivalents 21,384 53,205 45,791 28,417 106,485
Total debt 1,757,322 1,767,591 1,673,243 1,607,473 1,550,314
Total liabilities 1,922,109 1,944,127 1,912,723 1,803,360 1,752,006
Total stockholders equity 1,367,306 1,471,713 1,560,375 1,521,984 1,614,976
Net cash provided by operating
activities 118,371 114,449 105,627 116,872 96,073
Net change in cash and cash
equivalents (31,821) 7,414 17,374 (78,068) 62,968
Total revenue 282,852 279,345 269,150 275,455 201,004
Net income 25,397 53,809 30,430 22,406 25,092
Cash distributions paid to common
stockholders 131,378 131,003 129,251 134,983 96,051
Net income per common share, basic
and diluted 0.12 0.26 0.15 0.11 0.17
Cash distributions paid per common
share 0.63 0.63 0.62 0.67 0.66
Cash distributions declared per
common share 0.63 0.63 0.62 0.66 0.70
Weighted average shares
outstanding basic 210,075,980 209,693,707 207,198,078 202,686,670 146,198,235
Weighted average shares
outstanding diluted 210,077,076 209,693,707 207,198,078 202,690,094 146,201,399

Selected Historical Financial Information of Spirit

Presented below is the selected historical consolidated financial data of Spirit as of and for the periods indicated. The selected historical
consolidated financial data of Spirit as of December 31, 2012 and 2011 and for each of the fiscal years ended December 31, 2012, 2011 and
2010 have been derived from Spirit s historical audited consolidated financial statements which are included herein. The selected historical
consolidated financial data of Spirit as of December 31, 2010, 2009 and 2008 and for each of the fiscal years ended December 31, 2009 and
2008 were derived from Spirit s historical audited consolidated financial statements, which were adjusted for discontinued operations, which are
not included in this joint proxy statement/prospectus.

You should read this selected historical financial information together with the financial statements included in this document and their
accompanying notes and management s discussion and analysis of operations and financial condition of Spirit contained herein.
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Spirit
Historical as of or for the
Years Ended December 31,
2012 2011 2010 2009 2008
(in thousands, except per share data)

Total assets $3,247,677 $3,231,561 $3,396,842 $3,618,507 $4,012,914

Cash and cash equivalents 73,568 49,536 88,341 65,072 76,634

Total debt 1,894,878 2,627,146 2,730,994 2,866,923 3,089,248

Total liabilities 1,994,234 2,705,201 2,806,741 2,948,828 3,217,235

Total stockholders equity 1,253,443 526,360 590,101 669,679 795,679

Net cash provided by operating activities 111,773 94,427 89,397 46,853 79,760

Net change in cash and cash equivalents 24,032 (38,805) 23,269 (11,562) 43,589

Total revenue 282,701 272,696 288,560 276,911 279,057

Loss from continuing operations (70,287) (48,927) (62,074) (71,021) (93,391)
Loss from discontinued operations‘" (5,946) (14,936) (24,463) (51,662) (61,128)
Net loss (76,233) (63,863) (86,537) (122,683) (154,519)
Cash distributions paid to preferred stockholders 63 16 15 16 16

Net loss attributable to common stockholders (76,296) (63,879) (86,552) (122,699) (154,535)
Cash distributions paid to common stockholders 3,869 4,384 28,137

Net loss per share of common from continuing operations (1.70) (1.89) (2.40) 2.75) (3.77)
Net loss per share of common from discontinued operations (0.15) (0.58) (0.95) (1.99) (2.46)
Net loss per common share, basic and diluted (1.85) (2.47) (3.35) 4.74) (6.23)
Cash distributions paid per common share 0.15 0.17 1.14

Cash distributions declared per common share 0.33 0.15 0.17 1.14

Weighted average number of common shares outstanding,

basic and diluted® 41,277,353 25,863,976 25,863,976 25,863,976 24,786,310

(1) Gains and losses from property dispositions during a period or expected losses from properties classified as held for sale at the end of the
period, as well as all operations from those properties, are reclassified to and reported as part of discontinued operations.

(2) Weighted average number of shares of common stock outstanding (basic and diluted) has been adjusted to reflect the 129,318.88 for 1
stock dividend paid on September 10, 2012, and excludes unvested restricted stock awards. No potentially dilutive securities were included
as their effect would be anti-dilutive.

Selected Unaudited Pro Forma Consolidated Financial Information

The following tables set forth selected unaudited pro forma consolidated financial information. The pro forma consolidated financial information
combines the historical financial statements of CCPT II and Spirit after giving effect to the merger using the acquisition method of accounting
and preliminary estimates, assumptions and pro forma adjustments as described below and in the accompanying notes to the unaudited pro
forma consolidated financial information.

The unaudited pro forma consolidated financial information should be read in conjunction with CCPT II s historical consolidated financial
statements and Spirit s historical consolidated financial statements, including the notes thereto, which are included herein. The selected unaudited
pro forma combined consolidated financial
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information has been derived from and should be read in conjunction with the unaudited pro forma consolidated financial information and
accompanying notes included in this joint proxy statement/prospectus beginning on page F-1.

The unaudited pro forma consolidated financial information is presented for illustrative purposes only and does not purport to be indicative of
the results that would actually have occurred if the transactions described above had occurred as presented in such statements or that may be
obtained in the future. In addition, future results may vary significantly from the results reflected in such statements.

Year Ended
December 31, 2012
Statement of operations data:

Total revenue $ 560,453

Income from continuing operations $28,170

Income from continuing operations per common share:

Basic and diluted $0.08
As of

December 31, 2012
Balance sheet data:

Total real estate investments, at cost $ 6,793,081
Total assets $ 7,424,831
Line of credit $321,537
Mortgage and notes payable, net $ 3,419,069
Total liabilities $ 4,078,413
Total stockholders equity $ 3,346,418

Unaudited Comparative Per Share Information

The following tables set forth for the year ended December 31, 2012, selected per share information for Spirit common stock on a historical and
pro forma combined basis and for CCPT II common stock on a historical and pro forma equivalent basis, each on an unaudited basis after giving
effect to the merger using the acquisition method of accounting, with Spirit treated as the accounting acquiror. The data is derived from and
should be read in conjunction with the Spirit and CCPT II audited consolidated financial statements and related notes and the unaudited pro
forma condensed consolidated financial information and related notes, which are included elsewhere in this joint proxy statement/prospectus.

The pro forma consolidated CCPT II equivalent information shows the effect of the merger from the perspective of an owner of CCPT II
common stock. As this is a reverse acquisition, the CCPT II pro forma equivalent per common share amounts were calculated by multiplying the
Spirit pro forma combined per share amounts by the inverse exchange ratio of 0.525.

The unaudited pro forma consolidated per share data is presented for illustrative purposes only and is not necessarily indicative of the operating
results or financial position that would have occurred if the transaction had been consummated at the beginning of the earliest period presented,
nor is it necessarily indicative of future operating results or financial position. The pro forma adjustments are estimates based upon information
and assumptions available at the time of the filing of this joint proxy statement/prospectus.

The pro forma income from continuing operations per share includes the combined income (loss) from continuing operations of Spirit and CCPT
II on a pro forma basis as if the transactions were consummated on January 1, 2012.
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Spirit CCPTII
Pro Forma Pro Forma
Historical Combined Historical Equivalent
For the Year Ended December 31, 2012
Income (loss) from continuing operations per common share:
Basic and diluted $ (1.70) $ 008 $0.12 $ 004
Dividends declared per common share $ 0.33 $ 125 $0.63 $ 066
Book value per common share $14.77 $ 904 $6.55 $ 475

Comparative CCPT II and Spirit Market Price and Dividend Information
CCPT I s Market Price and Dividend Data

There is no established public trading market for shares of CCPT II common stock. At the close of business on March 27, 2013, the record date
for CCPT II s annual meeting, there were approximately 40,824 holders of record of CCPT II common stock. The following table sets forth the
distributions declared on CCPT II common stock for the 2012, 2011 and 2010 fiscal years, which correspond to CCPT II s respective quarterly
fiscal periods for financial reporting purposes.

Annualized
Distributions Rate
Declared (At $10.00 Amount per
Per Per $1,000
Share Share) Invested

2012
Fourth Quarter $ 0.1571 6.25% $ 1571
Third Quarter $ 0.1571 6.25% $ 1571
Second Quarter $ 0.1554 6.25% $ 1554
First Quarter $ 0.1554 6.25% $ 1554
2011
Fourth Quarter $ 0.1576 6.25% $ 1576
Third Quarter $ 0.1576 6.25% $ 1576
Second Quarter $ 0.1558 6.25% $ 1558
First Quarter $ 0.1541 6.25% $ 1541
2010
Fourth Quarter $ 0.1576 6.25% $ 1576
Third Quarter $ 0.1576 6.25% $ 1576
Second Quarter $ 0.1558 6.25% $ 15.58
First Quarter $ 0.1541 6.25% $ 1541

Spirit s Market Price and Dividend Data

Spirit s common stock is listed on the NYSE under the symbol SRC. This table sets forth, for the periods indicated, the range of high and low
sales prices for Spirit s common stock as reported on the NYSE. On January 18, 2013, the last full trading day prior to the public announcement
of the proposed merger, the closing price of Spirit common stock was $17.82 per share. You should obtain a current stock price quotation for
Spirit common stock.
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Price Per Share of Common Stock Distributions Declared
High Low Per Share(1)
2012
September 20 (Spirit IPO) through
September 30 $ 15.55 $ 14.76 $ 0.0204
Fourth Quarter $17.90 $ 15.45 $ 0.3125
$ 0.3329

(1) In December 2012 the Spirit Board declared two cash dividends on its common stock.

If the Combined Corporation continues to pay quarterly cash dividends at the rate of $0.1641 per share, after giving effect to the inverse
exchange ratio of 0.525, this dividend, from the perspective of a holder of CCPT II common stock, would be approximately 4% more than
CCPT I s most recent quarterly dividend of $0.1571 per share.

Recent Closing Prices

The following table sets forth the closing per share sales prices of Spirit s common stock as reported on the NYSE on January 18, 2013, the last
full trading day before the public announcement of the execution of the merger agreement by CCPT II and Spirit, and on March 25, 2013, the
latest practicable trading day before the date of this joint proxy statement/prospectus:

Spirit
Common Stock
January 18, 2013 $ 17.82
March 25, 2013 $ 19.17

The market price of Spirit common stock will fluctuate between the date of this joint proxy statement/prospectus and the effective time of the
merger. Because the number of shares of CCPT II common stock to be issued in connection with the merger for each share of Spirit common
stock is fixed in the merger agreement, the value of CCPT II common stock to be received by Spirit stockholders at the effective time of the
merger may vary significantly.

Following the effective time of the merger, the Combined Corporation common stock is expected to be listed on the NYSE and the Spirit
common stock will be delisted, however, until the effective time of the merger, the Spirit common stock will continue to be listed on the NYSE.
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RISK FACTORS

In addition to the other information included in this joint proxy statement/prospectus, including the matters addressed in the section entitled
Cautionary Statement Concerning Forward-Looking Statements, whether you are a CCPT II or Spirit stockholder, you should carefully consider

the following risks before deciding whether to vote for the approval of the merger and other transactions contemplated by the merger agreement

and the approval of the adjournment of the meeting, if necessary or appropriate, to solicit additional proxies in favor of the proposal to approve

the merger and the other transactions contemplated by the merger agreement. You should also read and consider the other information in this

joint proxy statement/prospectus. When used in this section, unless otherwise specifically stated or the context otherwise requires, the term
Combined Corporation, refers to CCPT II after the effective time of the merger, which will be named Spirit Realty Capital, Inc. with respect to

the period after the merger.

Risk Factors Relating to the Merger
The exchange ratio is fixed and will not be adjusted in the event of any change in CCPT II s share value or in Spirit s stock price.

Upon the consummation of the merger, each share of Spirit common stock will be converted into the right to receive 1.9048 shares of CCPT II
common stock (which equates to an inverse exchange ratio of 0.525 shares of Spirit common stock for one share of CCPT II common stock),
with cash paid in lieu of any fractional shares. This exchange ratio was fixed in the merger agreement and will not be adjusted for changes in the
market price of Spirit common stock or changes in the value of CCPT II common stock. Changes in the market price of Spirit common stock or
changes in the value of CCPT II common stock prior to the merger will affect the value of the merger consideration that Spirit stockholders will
receive on the date of the merger. Stock price or value changes may result from a variety of factors (many of which are beyond the control of
CCPT II and Spirit), including the following factors:

market reaction to the announcement of the merger and the prospects of the Combined Corporation;

changes in the respective businesses, operations, assets, liabilities and prospects of CCPT II and Spirit;

changes in market assessments of the business, operations, financial position and prospects of either company or the Combined
Corporation;

market assessments of the likelihood that the merger will be completed;

interest rates, general market and economic conditions and other factors generally affecting the value of CCPT II common stock or
the market price of Spirit common stock;

federal, state and local legislation, governmental regulation and legal developments in the businesses in which CCPT II and Spirit
operate; and

other factors beyond the control of CCPT II and Spirit, including those described or referred to elsewhere in this Risk Factors
section.
The value of CCPT II common stock and the market price of Spirit common stock at the closing of the merger may vary from its value on the
date the merger agreement was executed, on the date of this joint proxy statement/prospectus and on the date of the meetings of CCPT II and
Spirit. As a result, the implied value of the merger consideration represented by the exchange ratio will also vary.

Because the merger will be completed after the date of the meetings of the Spirit stockholders and CCPT II stockholders, at the time of your
meeting, you will not know the exact value of the CCPT II common stock that Spirit stockholders will receive upon completion of the merger or
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the final market price of the Spirit common stock upon completion of the merger. You should consider the following two risks:

If the value of CCPT II common stock increases or if the market price of Spirit common stock declines between the date the merger
agreement was signed or the date of the CCPT II annual meeting and the
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effective time of the merger, including for any of the reasons described above, Spirit stockholders will receive shares of CCPT 11
common stock that have a value upon completion of the merger that is greater than the value of such shares calculated pursuant to the
exchange ratio when the merger agreement was signed or the date of the CCPT II annual meeting, respectively. Therefore, while the
number of shares of CCPT II common stock to be issued per share of Spirit common stock is fixed, CCPT II stockholders cannot be
sure of the value of the consideration that will be paid to Spirit stockholders upon completion of the merger.

If the value of CCPT II common stock declines or if the market price of Spirit common stock increases between the date the merger
agreement was signed or the date of the Spirit special meeting and the effective time of the merger, including for any of the reasons
described above, Spirit stockholders will receive shares of CCPT II common stock that have a value upon completion of the merger
that is less than the value of such shares calculated pursuant to the exchange ratio on the date the merger agreement was signed or on
the date of the Spirit special meeting, respectively. Therefore, while the number of shares of CCPT II common stock to be issued per
share of Spirit common stock is fixed, Spirit stockholders cannot be sure of the value of the CCPT II common stock they will receive

upon completion of the merger or the value of CCPT II common stock at any time after the completion of the merger.
The merger and related transactions are subject to approval by stockholders of both CCPT II and Spirit.

In order for the merger to be completed, both CCPT II and Spirit stockholders must respectively approve the merger and the other transactions
contemplated by the merger agreement, which requires the affirmative vote of the holders of at least a majority of the outstanding shares of
common stock of each of CCPT II and Spirit entitled to vote on the merger and the other transactions contemplated by the merger agreement.

The closing of the merger is subject to the receipt of certain lender consents.

In order for the merger to be completed the consent of certain lenders is required to be obtained. CCPT II and Spirit have agreed to reasonably
cooperate in connection with soliciting and obtaining these lender consents but there can be no guaranty that these lender consents will be
obtained pursuant to the terms of the merger agreement.

CCPT I1I and Spirit stockholders will be diluted by the merger.

The merger will dilute the ownership position of the CCPT II stockholders, and result in Spirit stockholders having an ownership stake in the
Combined Corporation that is smaller than their current stake in Spirit. Following the issuance of shares of CCPT II common stock to Spirit
stockholders pursuant to the merger agreement, CCPT II stockholders and former Spirit stockholders are expected to hold approximately 56%
and 44%, respectively, of the Combined Corporation common stock issued and outstanding immediately after the effective time of the merger,
based on the number of shares of common stock of each of CCPT II and Spirit currently outstanding and various assumptions regarding share
issuances by each of CCPT II and Spirit prior to the effective time of the merger. Consequently, CCPT II stockholders and Spirit stockholders,
as a general matter, will have less influence over the management and policies of the Combined Corporation after the effective time of the
merger than each currently exercise over the management and policies of CCPT II and Spirit, as applicable.

If the merger does not occur, one of the companies may incur payment obligations to the other.

If the merger agreement is terminated under certain circumstances, CCPT II or Spirit may be obligated to pay the other party a termination fee of
$55 million plus up to $10 million in expense reimbursement. See The Merger Agreement Termination of the Merger Agreement Termination
Fee and Expenses Payable by Spirit to CCPT II beginning on page 263 and The Merger Agreement Termination of the Agreement Expenses
Payable by CCPT Il to Spirit beginning on page 263.
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Failure to complete the merger could negatively impact the value of CCPT II common stock, the stock price of Spirit common stock and the
future business and financial results of both companies.

If the merger is not completed, the ongoing businesses of CCPT II and Spirit could be adversely affected and each of CCPT II and Spirit will be
subject to several risks, including the following:

Spirit or CCPT II being required, under certain circumstances, to pay to the other party a termination fee of $55 million and/or up to
$10 million in expense reimbursement;

having to pay certain costs relating to the proposed merger, such as legal, accounting, financial advisor, filing, printing and mailing
fees; and

diversion of management focus and resources from operational matters and other strategic opportunities while working to implement
the merger.
Furthermore, if the merger is not completed, CCPT II stockholders will not have had the opportunity to achieve liquidity and the CCPT II Board
will review such other alternatives for liquidity, which may not occur in the near term or on terms as attractive as the terms of the merger with
Spirit.

If the merger is not completed, these risks could materially affect the business, financial results and stock price of Spirit and share value of
CCPTIL

The pendency of the merger could adversely affect the business and operations of CCPT II and Spirit.

Prior to the effective time of the merger, some tenants or vendors of each of CCPT II and Spirit may delay or defer decisions, which could
negatively impact the revenues, earnings, cash flows and expenses of CCPT II and Spirit, regardless of whether the merger is completed. In
addition, due to operating restrictions in the merger agreement, each of CCPT II and Spirit may be unable, during the pendency of the merger, to
pursue certain strategic transactions, undertake certain significant capital projects, undertake certain significant financing transactions and
otherwise pursue other actions that are not in the ordinary course of business, even if such actions would prove beneficial.

The merger agreement contains provisions that could discourage a potential competing acquirer of CCPT II or Spirit or which could result
in any competing acquisition proposal being at a lower price than it might otherwise be.

The merger agreement contains no shop provisions that, subject to limited exceptions, restrict both CCPT II s and Spirit s ability to solicit,
encourage, facilitate or discuss competing third-party proposals to acquire all or a significant part of CCPT II or Spirit respectively. In addition,
CCPT II and Spirit generally have an opportunity to offer to modify the terms of the merger in response to any competing acquisition proposals
that may be made before the CCPT II or Spirit Board may withdraw or qualify its recommendation to their respective stockholders. Upon
termination of the merger agreement in certain circumstances, Spirit may be required to pay a termination fee and/or expense reimbursement to
CCPT 11, and in certain other circumstances, CCPT II may be required to pay a termination fee and/or an expense reimbursement to Spirit. See

The Merger Agreement Covenants and Agreements No Solicitation of Transactions by the Spirit Parties beginning on page 255, The Merger
Agreement Covenants and Agreements No Solicitation of Transactions by the CCPT II Parties beginning on page 252 The Merger
Agreement Termination of the Merger Agreement Termination Fee and Expenses Payable by Spirit to CCPT II beginning on page 263, and The
Merger Agreement Termination of the Merger Agreement Termination Fee and Expenses Payable by CCPT II to Spirit beginning on page 263.

These provisions could discourage a potential competing acquirer that might have an interest in acquiring all or a significant part of CCPT II or
Spirit from considering or proposing a competing acquisition, even if the potential competing acquirer was prepared to pay consideration with a
higher per share cash or market value than the market value proposed to be received or realized in the merger, or might result in a potential
competing acquirer proposing to pay a lower price than it might otherwise have proposed to pay because of the added expense of the termination
fee and/or expense reimbursement that may become payable in certain circumstances.
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If the merger is not consummated by July 22, 2013 (unless extended to September 22, 2013 pursuant to the terms of the merger agreement),
either CCPT II or Spirit may terminate the merger agreement.

Either CCPT II or Spirit may terminate the merger agreement if the merger has not been consummated by July 22, 2013, unless as of July 22,
2013, all conditions to closing have been satisfied or waived other than the obligation of CCPT II and Spirit to obtain (i) its respective

stockholder approval for the merger and the other transactions contemplated by the merger agreement and/or (ii) certain lender consents
(described under The Merger Agreement Conditions to Completion of the Merger ) and the financing commitment secured by Spirit from
Barclays Bank, Deutsche Bank and MIHI (or replacement financing acceptable to the parties) has been extended to September 22, 2013 (or such
financing has been funded into escrow), in which case this date will be extended to September 22, 2013. However, this termination right will not
be available to a party if that party failed to fulfill its obligations under the merger agreement and that failure was a principle cause of, or

resulted in, the failure to consummate the merger. For more information, please see the section titled The Merger Agreement Termination of the
Merger Agreement beginning on page 261.

Some of the directors and executive officers of CCPT II and Spirit have interests in seeing the merger completed that are different from, or
in addition to, those of the other CCPT II stockholders and Spirit stockholders.

Some of the directors and executive officers of CCPT II and Spirit have arrangements that provide them with interests in the merger that are
different from, or in addition to, those of the stockholders of CCPT II and Spirit. These interests include, among other things, the continued
service as a director or an executive officer of the Combined Corporation, and the providing of advisory and property management services
pursuant to the Existing Agreements and the Advisory Matters Agreement. These interests, among other things, may influence the directors and
executive officers of CCPT II and Spirit to support or approve the merger.

The merger will result in changes to the board of directors of the Combined Corporation.

Upon completion of the merger, the composition of the board of directors of the Combined Corporation will be different than the current CCPT
II Board and the Spirit Board. The Spirit Board currently consists of seven directors and upon the consummation of the merger, all of the
directors of Spirit immediately prior to the effective time of the merger and up to two individuals designated by CCPT II, and reasonably
satisfactory to Spirit, are expected to comprise the board of directors of the Combined Corporation after the effective time of the merger. As of
the date of this joint proxy statement/prospectus, no determination has been made as to the identity of the two individuals to be designated by
CCPT II. This new composition of the board of directors of the Combined Corporation may affect the future decisions of the Combined
Corporation.

Risk Factors Relating to the Combined Corporation Following the Merger
Risks Related to the Combined Corporation s Operations
The Combined Corporation expects to incur substantial expenses related to the merger.

The Combined Corporation expects to incur substantial expenses in connection with completing the merger and integrating the business,
operations, networks, systems, technologies, policies and procedures of CCPT II with those of Spirit. There are several systems that must be
integrated, including accounting and finance and asset management. While it has been assumed that a certain level of transaction and integration
expenses would be incurred, there are a number of factors beyond the Combined Corporation s control that could affect the total amount or the
timing of its integration expenses. Many of the expenses that will be incurred, by their nature, are difficult to estimate accurately at the present
time. As a result, the transaction and integration expenses associated with the merger could, particularly in the near term, exceed the savings that
the Combined Corporation expects to achieve from the elimination of duplicative expenses and the realization of economies of scale and cost
savings related to the integration of the businesses following the completion of the merger.

25

Table of Contents 57



Edgar Filing: Cole Credit Property Trust Il Inc - Form 424B3

Table of Conten

Following the merger, the Combined Corporation may be unable to integrate successfully the businesses of CCPT II and Spirit and realize
the anticipated benefits of the merger or do so within the anticipated timeframe.

The merger involves the combination of CCPT II and Spirit which currently operate as a non-traded REIT and a publicly traded REIT,
respectively, independently from each other. Even though the companies are operationally similar, the Combined Corporation will be required to
devote significant management attention and resources to integrating the business practices and operations of Spirit and CCPT II. It is possible
that the integration process could result in the distraction of the Combined Corporation s management, the disruption of the Combined
Corporation s ongoing business or inconsistencies in the Combined Corporation s operations, services, standards, controls, procedures and
policies, any of which could adversely affect the ability of the Combined Corporation to maintain relationships with customers, vendors and
employees or to fully achieve the anticipated benefits of the merger.

The future results of the Combined Corporation will suffer if the Combined Corporation does not effectively manage its expanded operations
following the merger.

Following the merger, the Combined Corporation may continue to expand its operations through additional acquisitions and other strategic
transactions, some of which may involve complex challenges. The future success of the Combined Corporation will depend, in part, upon its
ability to manage its expansion opportunities, integrate new operations into its existing business in an efficient and timely manner, successfully
monitor its operations, costs, regulatory compliance and service quality, and maintain other necessary internal controls. The Combined
Corporation cannot assure you that its expansion or acquisition opportunities will be successful, or that the Combined Corporation will realize its
expected operating efficiencies, cost savings, revenue enhancements, synergies or other benefits.

Many of the Combined Corporation s properties depend upon a single tenant, or a limited number of major tenants, for all or a majority of its
rental income; therefore, the Combined Corporation s financial condition and ability to make distributions to you may be adversely affected by
the bankruptcy or insolvency, a downturn in the business, or a lease termination of a single tenant.

Many of the Combined Corporation s properties will be occupied by only one tenant or derive a majority of its rental income from a limited
number of major tenants and, therefore, the success of those properties is materially dependent on the financial stability of such tenants. Such
tenants face competition within their industries and other factors that could reduce their ability to make rent payments. For example, for the
Combined Corporation s industrial properties, a general reduction in U.S. manufacturing activity could reduce the Combined Corporation s
manufacturing tenants ability to pay rent. Lease payment defaults by tenants could cause the Combined Corporation to reduce the amount of
distributions paid. A default of a tenant on its lease payments to the Combined Corporation would cause the Combined Corporation to lose
revenue from the property and force the Combined Corporation to find an alternative source of revenue to meet any expenses associated with the
property and prevent a foreclosure if the property is subject to a mortgage. In the event of a default by a single or major tenant, the Combined
Corporation may experience delays in enforcing its rights as landlord and may incur substantial costs in protecting the Combined Corporation s
investment and re-letting the property. If a lease is terminated, the Combined Corporation may not 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 the Combined
Corporation s financial condition and its ability to pay distributions to you.

Risks Related to an Investment in the Combined Corporation Common Stock
The market price and trading volume of the Combined Corporation common stock may be volatile.

The U.S. stock markets, including the NYSE, on which it is anticipated that the Combined Corporation common stock will be listed under the
symbol SRC, have experienced significant price and volume
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fluctuations. As a result, the market price of shares of the Combined Corporation common stock is likely to be similarly volatile, and investors in
shares of the Combined Corporation common stock may experience a decrease in the value of their shares, including decreases unrelated to the
Combined Corporation s operating performance or prospects. CCPT II and Spirit cannot assure you that the market price of the Combined
Corporation common stock will not fluctuate or decline significantly in the future.

In addition to the risks listed in this Risk Factors section, a number of factors could negatively affect the Combined Corporation s share price or
result in fluctuations in the price or trading volume of the Combined Corporation common stock, including:

the annual yield from distributions on the Combined Corporation common stock as compared to yields on other financial
instruments;

equity issuances by the Combined Corporation, or future sales of substantial amounts of the Combined Corporation common stock
by its existing or future shareholders, or the perception that such issuances or future sales may occur;

increases in market interest rates or a decrease in the Combined Corporation s distributions to stockholders that lead purchasers of the
Combined Corporation common stock to demand a higher yield;

changes in market valuations of similar companies;

fluctuations in stock market prices and volumes;

additions or departures of key management personnel;

the Combined Corporation s operating performance and the performance of other similar companies;

actual or anticipated differences in the Combined Corporation s quarterly operating results;

changes in expectations of future financial performance or changes in estimates of securities analysts;

publication of research reports about the Combined Corporation or its industry by securities analysts;

failure to qualify as a REIT for federal income tax purposes;

adverse market reaction to any indebtedness the Combined Corporation incurs in the future;

strategic decisions by the Combined Corporation or its competitors, such as acquisitions, divestments, spin-offs, joint ventures,
strategic investments or changes in business strategy;
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the passage of legislation or other regulatory developments that adversely affect the Combined Corporation or its industry;

speculation in the press or investment community;

changes in the Combined Corporation s earnings;

failure to satisfy the listing requirements of the NYSE;

failure to comply with the requirements of the Sarbanes-Oxley Act;

actions by institutional stockholders of the Combined Corporation;

changes in accounting principles; and

general economic and/or market conditions, including factors unrelated to the Combined Corporation s performance.
In the past, securities class action litigation has often been instituted against companies following periods of volatility in the price of their
common stock. This type of litigation could result in substantial costs and divert the
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Combined Corporation s management s attention and resources, which could have a material adverse effect the Combined Corporation s cash
flows, its ability to execute its business strategy and the Combined Corporation s ability to make distributions to its stockholders.

Because the Combined Corporation will have a large number of stockholders and CCPT II common stock has not been listed on a national
securities exchange prior to the merger, there may be significant pent-up demand to sell shares of the Combined Corporation common stock.
Significant sales of the Combined Corporation common stock, or the perception that significant sales of such shares could occur, may cause
the price of the Combined Corporation common stock to decline significantly.

As of March 25, 2013, the Combined Corporation would have approximately 370,174,854 million shares of common stock issued and
outstanding following the merger. Prior to this offering, the common stock of CCPT II was not listed on any national securities exchange and the
ability of stockholders to liquidate their investments was limited. Additionally, CCPT II s share repurchase program has been suspended as of
December 6, 2012. As a result, there may be significant pent-up demand to sell shares of the Combined Corporation common stock. A large
volume of sales of shares of the Combined Corporation common stock could decrease the prevailing market price of the Combined Corporation
common stock and could impair its ability to raise additional capital through the sale of equity securities in the future. Even if a substantial
number of sales of shares of the Combined Corporation common stock shares are not affected, the mere perception of the possibility of these
sales could depress the market price of the Combined Corporation common stock and have a negative effect on the Combined Corporation s
ability to raise capital in the future.

The market price of the Combined Corporation common stock may decline as a result of the merger.

The market price of the Combined Corporation common stock may decline as a result of the merger if the Combined Corporation does not
achieve the perceived benefits of the merger as rapidly or to the extent anticipated by financial or industry analysts, or the effect of the merger on
the Combined Corporation s financial results is not consistent with the expectations of financial or industry analysts.

In addition, following the effective time of the merger, Spirit stockholders and CCPT II stockholders will own interests in a combined company
operating an expanded business with a different mix of properties, risks and liabilities. Current stockholders of CCPT II and Spirit may not wish
to continue to invest in the Combined Corporation, or for other reasons may wish to dispose of some or all of their shares of the Combined
Corporation common stock. If, following the effective time of the merger, large amounts of the Combined Corporation common stock are sold,
the price of the Combined Corporation common stock could decline.

After the merger is completed, CCPT II stockholders will have different rights in the Combined Corporation that may be less favorable than
their current rights as CCPT 11 stockholders.

After the closing of the merger, and the amendment and restatement of the CCPT II charter as part of the merger and the amendment and
restatement of the CCPT II bylaws at the effective time of the merger, CCPT II stockholders who will own interests in the Combined
Corporation will have different rights than they currently have as CCPT II stockholders. For a detailed discussion of the significant differences
between current rights as a stockholder of CCPT 1II and the rights of a stockholder of the Combined Corporation, see Comparison of Rights of
Stockholders of CCPT II and Stockholders of Spirit Pre-Merger and Rights of Stockholders of the Combined Corporation Post-Merger
beginning on page 278.

The Combined Corporation cannot assure you that it will be able to continue paying dividends at or above the current rate currently paid by
CCPT 1I and Spirit.

The stockholders of the Combined Corporation may not receive the same dividends following the merger for various reasons, including the
following:

the Combined Corporation may not have enough cash to pay such dividends due to changes in the Combined Corporation s cash
requirements, capital spending plans, cash flow or financial position;
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decisions on whether, when and in which amounts to make any future distributions will remain at all times entirely at the discretion
of the Combined Corporation s board of directors, which reserves the right to change Spirit s current dividend practices at any time
and for any reason;

the Combined Corporation may desire to retain cash to maintain or improve its credit ratings; and

the amount of dividends that the Combined Corporation s subsidiaries may distribute to the Combined Corporation may be subject to
restrictions imposed by state law, restrictions that may be imposed by state regulators, and restrictions imposed by the terms of any
current or future indebtedness that these subsidiaries may incur.
Stockholders of the Combined Corporation will have no contractual or other legal right to dividends that have not been declared by the
Combined Corporation s board of directors.

In connection with the announcement of the merger agreement, one lawsuit has been filed and is pending, as of March 28, 2013, seeking,
among other things, to enjoin the merger and rescind the merger agreement, and an adverse judgment in this lawsuit may prevent the
merger from becoming effective within the expected timeframe (if at all).

As of March 28, 2013, purported stockholders of Spirit have filed a lawsuit against Spirit, members of the Spirit Board, CCPT II, the Spirit
Partnership and the CCPT II Partnership challenging the merger. The complaint alleges that Spirit s directors breached their fiduciary duties to
Spirit stockholders in connection with the merger, and further claims that CCPT II, the CCPT II Partnership and the Spirit Partnership aided and
abetted those alleged breaches of fiduciary duty. The complaint seeks a declaration that defendants have breached their fiduciary duties or aided
and abetted such breaches and that the merger agreement is unenforceable, an order enjoining a vote on the transactions contemplated by the
merger agreement, rescission of the transactions in the event they are consummated, imposition of a constructive trust, an award of fees and

costs, including attorneys and experts fees and costs, and other relief. Spirit or CCPT II may also be the target of similar litigation in the future.

While Spirit and CCPT II management believe that the allegations in the complaint are without merit and intend to defend vigorously against
these allegations, Spirit and CCPT II cannot assure you as to the outcome of this, or any similar future lawsuits, including the costs associated
with defending this claim or any other liabilities that may be incurred in connection with the litigation or settlement of this claims. If the
plaintiffs are successful in obtaining an injunction prohibiting the parties from completing the merger on the agreed-upon terms, such an
injunction may prevent the completion of the merger in the expected time frame, or may prevent it from being completed altogether. Whether or
not the plaintiffs claims are successful, this type of litigation is often expensive and diverts management s attention and resources, which could
adversely affect the operation of the businesses of CCPT II and Spirit. For more information about litigation related to the merger, see The
Merger Litigation Relating to the Merger beginning on page 240.

Counterparties to certain significant agreements with CCPT II and Spirit may have consent rights in connection with the merger.

CCPT II and Spirit are respectively party to certain agreements that give the counterparty certain rights, including consent rights, in connection
with change in control transactions. Under certain of these agreements, the merger will constitute a change in control and, therefore, the
counterparty may assert its rights in connection with the merger. Any such counterparty may request modifications of its agreements as a
condition to granting a waiver or consent under those agreements and there can be no assurance that such counterparties will not exercise their
rights under the agreements, including termination rights where available.
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The historical and unaudited pro forma combined condensed financial information included elsewhere in this joint proxy
statement/prospectus may not be representative of the Combined Corporation s results following the effective time of the merger, and
accordingly, you have limited financial information on which to evaluate the Combined Corporation.

The unaudited pro forma combined condensed financial information included elsewhere in this joint proxy statement/prospectus has been
presented for informational purposes only and is not necessarily indicative of the financial position or results of operations that actually would
have occurred had the merger been completed as of the date indicated, nor is it indicative of the future operating results or financial position of
the Combined Corporation. The unaudited pro forma combined condensed financial information does not reflect future events that may occur
after the effective time of the merger, including the costs related to the planned integration of the two companies and any future nonrecurring
charges resulting from the merger, and does not consider potential impacts of current market conditions on revenues or expense efficiencies. The
unaudited pro forma combined condensed financial information presented elsewhere in this joint proxy statement/prospectus is based in part on
certain assumptions regarding the merger that CCPT II and Spirit believe are reasonable under the circumstances. CCPT II and Spirit cannot
assure you that the assumptions will prove to be accurate over time.

The Combined Corporation may incur adverse tax consequences if CCPT II or Spirit has failed or fails to qualify as a REIT for U.S. federal
income tax purposes.

Each of Spirit and CCPT II has operated in a manner that it believes has allowed it to qualify as a REIT for federal income tax purposes under
the Code, and the Combined Corporation intends to continue operating in such a manner. None of Spirit, CCPT II or the Combined Corporation
has requested or plans to request a ruling from the IRS that it qualifies as a REIT. Qualification as a REIT involves the application of highly
technical and complex Code provisions for which there are only limited judicial and administrative interpretations. The complexity of these
provisions and of the applicable Treasury Regulations that have been promulgated under the Code is greater in the case of a REIT that holds its
assets through a partnership. The determination of various factual matters and circumstances not entirely within the control of Spirit, CCPT II or
the Combined Corporation may affect its ability to qualify as a REIT. In order to qualify as a REIT, each of Spirit, CCPT II and the Combined
Corporation must satisfy a number of requirements, including requirements regarding the ownership of its stock, requirements regarding the
composition of its assets and a requirement that at least 95% of its gross income in any year must be derived from qualifying sources, such as

rents from real property. Also, a REIT must make distributions to stockholders aggregating annually at least 90% of its net taxable income,
excluding any net capital gains.

If Spirit, CCPT II or the Combined Corporation loses its REIT status, it will face serious tax consequences that would substantially reduce its
cash available for distribution, including cash available to pay dividends to its stockholders, for each of the years involved because:

such company would not be allowed a deduction for dividends paid to stockholders in computing its taxable income and would be
subject to federal income tax at regular corporate rates;

such company also could be subject to the federal alternative minimum tax and possibly increased state and local taxes; and

unless such company is entitled to relief under applicable statutory provisions, it could not elect to be taxed as a REIT for four

taxable years following the year during which it was disqualified.
In addition, if Spirit, CCPT II or the Combined Corporation fails to qualify as a REIT, it will not be required to make distributions to
stockholders, and accordingly, distributions from its operating partnership could be similarly reduced. As a result of all these factors, Spirit s,
CCPT II s or the Combined Corporation s failure to qualify as a REIT could impair the Combined Corporation s ability to expand its business and
raise capital, and would materially adversely affect the value of its stock.
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In certain circumstances, even if the Combined Corporation qualifies as a REIT, it may be subject to certain federal and state taxes, which
would reduce the Combined Corporation s cash available for distribution to its stockholders.

Even if the Combined Corporation maintains its status as a REIT, the Combined Corporation may be subject to federal or state taxes. For
example, net income from the sale of properties that are dealer properties sold by a REIT (a prohibited transaction under the Code) will be
subject to a 100% tax. In addition, the Combined Corporation may not be able to make sufficient distributions to avoid income and excise taxes
applicable to REITs. Alternatively, the Combined Corporation may decide to retain income it earns from the sale or other disposition of its
property and pay income tax directly on such income. In that event, the Combined Corporation s stockholders would be treated as if they earned
that income and paid the tax on it directly. However, stockholders that are tax-exempt, such as charities or qualified pension plans, would have
no benefit from their deemed payment of such tax liability. The Combined Corporation may also be subject to state and local taxes on its income
or property, either directly or at the level of its operating partnership, or at the level of the other companies through which the Combined
Corporation indirectly owns its assets. Any federal or state taxes the Combined Corporation pays will reduce its cash available for distribution to
stockholders. See section The Merger Material U.S. Federal Income Tax Consequences to the Merger beginning on page 216.

The Internal Revenue Service, which is referred to in this joint proxy statement/prospectus as the IRS, may take the position that specific
sale-lease back transactions are loans, which could jeopardize the Combined Corporation s REIT qualification.

The IRS may take the position that specific sale-leaseback transactions that the Combined Corporation treats as leases are not true leases for U.S.
federal income tax purposes but are, instead, financing arrangements or loans. If a sale-leaseback transaction were so characterized by the IRS,
the Combined Corporation might fail to satisfy the qualification requirements applicable to REITs.

Dividends payable by REITs generally do not qualify for reduced U.S. federal income tax rates.

Certain dividends payable by domestic or qualified foreign corporations to individuals, trusts and estates that are U.S. stockholders, are currently
eligible for federal income tax at a maximum rate of 20%. Dividends payable by REITS, in contrast, generally are not eligible for the reduced
rates unless the dividends are attributable to (i) qualified dividend income received by the REIT from C corporations, including its taxable REIT
subsidiaries, (ii) the REIT s undistributed earnings or built-in gains taxed at the corporate level during the immediately preceding year, or

(iii) any earnings and profits inherited from a C corporation in a tax-deferred reorganization or similar transaction. The more favorable rates
applicable to regular corporate dividends could cause investors who are individuals, trusts and estates to perceive investments in REITs to be
relatively less attractive than investments in the stock of non-REIT corporations that pay dividends, which could adversely affect the value of the
stock of REITs, including the Combined Corporation common stock.

Legislative or regulatory action could adversely affect the stockholders of the Combined Corporation.

In recent years, numerous legislative, judicial and administrative changes have been made to the federal income tax laws applicable to
investments in REITSs and similar entities. Additional changes to the tax laws are likely to occur, and such changes may adversely affect the
taxation of a stockholder of the Combined Corporation. Any such changes could have an adverse effect on an investment in the Combined
Corporation common stock or on the market value or the resale potential of the Combined Corporation s assets.

The power of the Combined Corporation s board of directors to revoke its REIT election without stockholder approval may cause adverse
consequences to its stockholders.

The Combined Corporation s organizational documents will permit its board of directors to revoke or otherwise terminate its REIT election,
without the approval of its stockholders, if the board of directors

31

Table of Contents 64



Edgar Filing: Cole Credit Property Trust Il Inc - Form 424B3

Table of Conten

determines that it is not in the Combined Corporation s best interest to qualify as a REIT. In such a case, the Combined Corporation would
become subject to U.S. federal, state and local income tax on its net taxable income and the Combined Corporation would no longer be required
to distribute most of its net taxable income to its stockholders, which may have adverse consequences on the total return to its stockholders.

The Combined Corporation depends on key personnel for its future success, and the loss of key personnel or inability to attract and retain
personnel could harm the Combined Corporation s business.

The future success of the Combined Corporation depends in large part on its ability to hire and retain a sufficient number of qualified personnel.
The future success of the Corporation also depends upon the service of the Combined Corporation s executive officers, particularly, Thomas H.
Nolan, Jr. and Peter M. Mavoides, who have extensive market knowledge and relationships and will exercise substantial influence over the
Combined Corporation s operational, financing, acquisition and disposition activity. Among the reasons that they are important to the Combined
Corporation s success is that each has a national or regional industry reputation that is expected to attract business and investment opportunities
and assist the Combined Corporation in negotiations with lenders, existing and potential tenants and industry personnel.

Many of the Combined Corporation s other key executive personnel, particularly its senior managers, also have extensive experience and strong
reputations in the real estate industry. In particular, the extent and nature of the relationships that these individuals have developed with financial
institutions and existing and prospective tenants is critically important to the success of the Combined Corporation s business. The loss of
services of one or more members of the Combined Corporation s senior management team, or the Combined Corporation s inability to attract and
retain highly qualified personnel, could adversely affect the Combined Corporation s business, diminish the Combined Corporation s investment
opportunities and weaken its relationships with lenders, business partners, existing and prospective tenants and industry personnel, which could
materially and adversely affect the Combined Corporation.

CCPT 1I and Spirit face other risks.

The foregoing risks are not exhaustive, and you should be aware that following the merger the Combined Corporation will face various other
risks.
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CAUTIONARY STATEMENT CONCERNING FORWARD-LOOKING STATEMENTS

This joint proxy statement/prospectus may contain certain forecasts and other forward-looking statements within the safe harbor provisions of

the Private Securities Litigation Reform Act of 1995. Generally, the words expects, anticipates, targets, goals, projects, intends, plans,
seeks,  estimates, variations of such words and similar expressions identify forward-looking statements and any statements regarding the benefits

of the merger, or CCPT II s or Spirit s future financial condition, results of operations and business are also forward-looking statements. Without

limiting the generality of the preceding sentence, certain statements contained in the sections The Merger Background of the Merger, The

Merger Recommendation of the CCPT II Board and Its Reasons for the Merger, = The Merger Recommendation of the Spirit Board and Its Reasons

for the Merger, The Merger Certain Prospective Financial Information Reviewed by CCPT II and The Merger Certain Prospective Financial

Information Reviewed by Spirit constitute forward-looking statements

You should understand that the following important factors, in addition to those discussed in Risk Factors and elsewhere in this joint proxy
statement/prospectus, could affect the future results of the Combined Corporation after completion of the merger and could cause actual results
or other outcomes to differ materially from those expressed in the forward-looking statements contained in this joint proxy statement/prospectus:

each of CCPT II s and Spirit s success, or the success of the Combined Corporation, in implementing its business strategy and its
ability to identify, underwrite, finance, consummate and integrate diversifying acquisitions or investments;

the nature and extent of future competition;

increases in each of CCPT II s and Spirit s costs, or in the costs of the Combined Corporation, of borrowing as a result of changes in
interest rates and other factors;

each of CCPT II s and Spirit s ability, or the ability of the Combined Corporation, to pay down, refinance, restructure and/or extend its
indebtedness as it becomes due;

the ability and willingness of each of CCPT II s and Spirit s tenants, or the tenants of the Combined Corporation, to renew their leases
upon expiration of the leases and each of CCPT II s and Spirit s ability to reposition its properties on the same or better terms in the
event such leases expire and are not renewed by the tenants or in the event either CCPT II or Spirit exercises its right to replace an
existing tenant upon default;

the impact of any financial, accounting, legal or regulatory issues or litigation that may affect either CCPT II or Spirit or their major
tenants or the Combined Corporation or its major tenants;

risks associated with the ability to consummate the merger and the timing of the closing of the merger;

the risk that the anticipated benefits from the merger may not be realized or may take longer to realize than expected;

unexpected costs or unexpected liabilities that may arise from the transaction, whether or not consummated; and

each of CCPT II s and Spirit s ability and willingness, and the ability and willingness of the Combined Corporation, to maintain its
qualification as a REIT due to economic, market, legal, tax or other considerations.
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Should one or more of the risks or uncertainties described above or elsewhere herein occur, or should underlying assumptions prove incorrect,
actual results and plans could differ materially from those expressed in any forward-looking statements. You are cautioned not to place undue
reliance on these statements, which speak only as of the date of this joint proxy statement/prospectus.
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All forward-looking statements, expressed or implied, included in this joint proxy statement/prospectus are expressly qualified in their entirety
by this cautionary statement. This cautionary statement should also be considered in connection with any subsequent written or oral
forward-looking statements that CCPT II, Spirit or persons acting on their behalf may issue.

Except as otherwise required by applicable law, CCPT II and Spirit disclaim any duty to update any forward-looking statements, all of which are
expressly qualified by the statements in this section. See also Where You Can Find More Information.
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THE COMPANIES
Cole Credit Property Trust II, Inc.
Description of CCPT II s Business
Formation

CCPT II is a Maryland corporation formed on September 29, 2004, that elected to be taxed as a REIT for federal income tax purposes
commencing with its taxable year ended December 31, 2005. CCPT II was organized to acquire and operate commercial real estate primarily
consisting of freestanding, single-tenant, retail properties net leased to investment grade and other creditworthy tenants located throughout the
United States. As of December 31, 2012, CCPT II owned 752 properties comprising 21.2 million rentable square feet of single and multi-tenant
retail and commercial space located in 45 states and the U.S. Virgin Islands. As of December 31, 2012, the rentable space at these properties was
96% leased. As of December 31, 2012, CCPT II also owned 69 mortgage notes receivable secured by 43 restaurant properties and 26
single-tenant retail properties, each of which is subject to a net lease.

Substantially all of CCPT II s business is conducted through its operating partnership, the CCPT II Partnership, a Delaware limited partnership
organized in 2004. CCPT Il is the sole general partner of and owns a 99.99% interest in the CCPT II Partnership. The Advisor is the sole limited
partner and owns an insignificant noncontrolling partnership interest of less than 0.01% of the CCPT II Partnership.

As of December 31, 2012, CCPT II had raised approximately $2.3 billion in gross proceeds from all of its offerings since inception (including
shares sold pursuant to the CCPT II distribution reinvestment plan, referred to herein as the CCPT II DRIP), before offering costs, selling
commissions and dealer management fees of $188.3 million and before share redemptions of $206.1 million.

Investment Objectives and Policies

CCPT II s objective is to invest primarily in freestanding, single-tenant, retail properties net leased to investment grade and other creditworthy
tenants. It may also invest in mortgage loans, commercial mortgage backed securities, or CMBS, or other investments related to real property or
entities or joint ventures that make similar investments. CCPT II s primary investment objectives are:

to provide current income to its stockholders through the payment of cash distributions; and

to preserve and return its stockholders capital contributions.
Decisions relating to the purchase or sale of its investments are made by the Advisor, subject to oversight by the CCPT II Board, a majority of
whom are independent directors. The CCPT II Board may revise its investment policies, as described below, without the concurrence of its
stockholders. However, the CCPT II Board will not amend its charter, including any investment policies that are provided in its charter, without
the concurrence of a majority of the outstanding shares, except for amendments that do not adversely affect the rights, preferences and privileges
of its stockholders. CCPT II s independent directors review its investment policies at least annually to determine that its policies are in the best
interest of its stockholders.

Acquisition and Investment Policies
Types of Investments

CCPT Il invests primarily in freestanding, single-tenant, retail properties under long-term net leases to investment grade and other creditworthy
tenants. It also invests in multi-tenant retail power centers and single tenant office and industrial properties under long-term net leases to
investment grade and other creditworthy tenants. In addition, CCPT II has acquired, and may continue to acquire mortgage loans secured by
similar types of commercial properties in its portfolio.
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Many of CCPT II s properties are leased to single-tenants of large national retail chains or franchises, including big box retailers, which operate
stores in the home improvement, drug, sporting goods, specialty, convenience and restaurant industries. Other properties are so-called power
centers, which are comprised of national big box retailers and smaller national and regional retail establishments and other multi-tenant retail
properties that complement CCPT II s overall investment objectives. The Advisor monitors industry trends and seeks to identify properties on its
behalf that will provide a favorable return balanced with risk. The Advisor primarily targets retail businesses with established track records. This
industry is highly property dependent, therefore the Advisor believes it also offers highly competitive sale-leaseback investment opportunities.

To the extent feasible, CCPT II has acquired a well-balanced portfolio diversified by geographic location, age of the property and lease maturity.
CCPT II pursued, and continues to pursue, properties with tenants that represent a variety of industries so as to avoid concentration in any one
industry. These industries include all types of retail establishments, such as big box retailers, convenience stores, drug stores and restaurant
properties. Tenants of CCPT II properties are diversified among national, regional and local brands. CCPT II generally targets properties with
lease terms in excess of 10 years. It has acquired, and may continue to acquire, properties with shorter terms if the property is in an attractive
location, if the property is difficult to replace, or if the property has other significant favorable attributes. It expects any future acquisitions to be
made in the United States, including United States protectorates.

Many retail companies today are entering into sale-leaseback arrangements as a strategy for applying capital that would otherwise be applied to
their real estate holdings to their core operating businesses. CCPT Il believes that its investment strategy has enabled it to take advantage of the
increased emphasis on retailers core business operations in today s competitive corporate environment as retailers attempt to divest from real
estate assets.

There is no limitation on the number, size or type of properties that CCPT II may acquire, or on the percentage of net proceeds of its offerings
that may be invested in a single property. The number and mix of properties CCPT II will hold at any given time depends primarily upon real
estate market conditions and other circumstances existing at that time.

CCPT II has incurred, and may continue to incur, debt to acquire properties if the Advisor determines that incurring such debt is in CCPT II s
best interest. In addition, from time to time, CCPT II acquires properties without financing and later incurs mortgage debt secured by one or
more of such properties if favorable financing terms are available. It generally use the proceeds from such loans to acquire additional properties.
See the section below captioned ~ Borrowing Policies for a more detailed explanation of CCPT II s borrowing intentions and limitations.

Real Estate Underwriting Process

In evaluating potential property and mortgage loan acquisitions consistent with CCPT II s investment objectives, it applies credit underwriting
criteria to the tenants of existing properties. Similarly, CCPT II will apply credit underwriting criteria to possible new tenants when it is
re-leasing properties in its portfolio. Tenants of CCPT II s properties frequently are national or super-regional retail chains that are investment
grade or otherwise creditworthy entities having high net worth and operating income. The underwriting process includes analyzing the financial
data and other available information about the tenant, such as income statements, balance sheets, net worth, cash flow, business plans, data
provided by industry credit rating services, and/or other information the Advisor may deem relevant. Generally, these tenants must be
experienced multi-unit operators with a proven track record in order to meet the credit tests applied by the Advisor.

In evaluating the credit worthiness of a tenant or prospective tenant, the Advisor may not always use specific quantifiable standards, and may
consider many factors, including debt ratings obtained from debt rating agencies, such as Moody s Investors Service, or Moody s, and Standard &
Poor s Financial Services, LLC, or Standard & Poor s, and/or the proposed terms of the acquisition. A tenant will be considered investment grade
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when the tenant has a debt rating by Moody s of Baa3 or better, or a credit rating by Standard & Poor s of BBB- or better, or its payments are
guaranteed by a company with such rating. Changes in tenant credit ratings, coupled with future acquisition and disposition activity, may
increase or decrease CCPT II s concentration of investment grade tenants in the future.

Moody s ratings are opinions of future relative creditworthiness based on an evaluation of franchise value, financial statement analysis and
management quality. The rating given to a debt obligation describes the level of risk associated with receiving full and timely payment of
principal and interest on that specific debt obligation and how that risk compares with that of all other debt obligations. The rating, therefore,
measures the ability of a company to generate cash in the future.

A Moody s debt rating of Baa3, which is the lowest investment grade rating given by Moody s, is assigned to companies with adequate financial
security. However, certain protective elements may be lacking or may be unreliable over any given period of time. A Moody s debt rating of Aaa,
which is the highest investment grade rating given by Moody s, is assigned to companies with exceptional financial security. Thus, investment
grade tenants will be judged by Moody s to have at least adequate financial security, and will in some cases have exceptional financial security.

Standard & Poor s assigns a credit rating to both companies as a whole and to each issuance or class of a company s debt. A Standard & Poor s
credit rating of BBB-, which is the lowest investment grade rating given by Standard & Poor s, is assigned to companies that exhibit adequate
protection parameters. However, adverse economic conditions or changing circumstances are more likely to lead to a weakened capacity of
CCPT II to meet its financial commitments. A Standard & Poor s credit rating of AAA+, which is the highest investment grade rating given by
Standard & Poor s, is assigned to companies or issuances with extremely strong capacities to meet their financial commitments. Thus, investment
grade tenants will be judged by Standard & Poor s to have at least adequate protection parameters, and will in some cases have extremely strong
financial positions.

Other creditworthy tenants are tenants with financial profiles that the Advisor believes meet its investment objectives. In evaluating the credit
worthiness of a tenant or prospective tenant, the Advisor does not use specific quantifiable standards, but does consider many factors, including
other debt rating agencies, such as Dun and Bradstreet, and/or the proposed terms of the acquisition. The factors the Advisor considers include
the financial condition of the tenant and/or guarantor, the operating history of the property with such tenant or tenants, the tenant s or tenants
market share and track record within its industry segment, the general health and outlook of the tenant s or tenants industry segment, and the
lease length and terms at the time of the acquisition.

Description of Leases

The majority of CCPT II s properties are single-tenant properties with existing net leases, and when spaces become vacant or existing leases
expire, it anticipates entering into net leases. Net leases means leases that typically require that tenants pay all or a majority of the operating
expenses, including real estate taxes, special assessments and sales and use taxes, utilities, insurance and building repairs related to the property,
in addition to the lease payments. There are various forms of net leases, typically classified as triple net or double net. Triple net leases typically
require the tenant to pay all costs associated with a property in addition to the base rent and percentage rent, if any. Double net leases typically
have the landlord responsible for the roof and structure of the building, or other aspects of the property, while the tenant is responsible for all
remaining expenses associated with the property. With respect to CCPT II s multi-tenant properties, it has a variety of lease arrangements with
the tenants of such properties. Since each lease is an individually negotiated contract between two or more parties, each contract will have
different obligations of both the landlord and tenant. Many large national tenants have standard lease forms that generally do not vary from
property to property, and CCPT II will have limited ability to revise the terms of leases to those tenants.

The majority of CCPT II s properties had initial lease terms of 10 years or more at the time of acquisition. CCPT II has acquired and in the future
it may continue to acquire properties under which the lease term has partially
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expired. It also may acquire properties with shorter lease terms if the property is in an attractive location, if the property is difficult to replace, or
if the property has other significant favorable real estate attributes. Under most commercial leases, tenants are obligated to pay a predetermined
annual base rent. Some of the leases for CCPT II s properties also contain provisions that increase the amount of base rent payable at points
during the lease term and/or percentage rent that can be calculated by a number of factors. Under triple net and double net leases, the tenants are
generally required to pay the real estate taxes, insurance, utilities and common area maintenance charges associated with the properties.
Generally, the leases require each tenant to procure, at its own expense, commercial general liability insurance, as well as property insurance
covering the building for the full replacement value and naming the ownership entity and the lender, if applicable, as the additional insured on
the policy. As a precautionary measure, the Advisor has obtained and may obtain in the future, to the extent available, secondary liability
insurance, as well as loss of rents insurance that covers 1 year of annual rent in the event of a rental loss. The secondary insurance coverage
names the ownership entity as the named insured on the policy.

Some leases require that CCPT II procure insurance for both commercial general liability and property damage insurance; however, the
premiums are fully reimbursable from the tenant. When CCPT II procures such insurance, the policy lists it as the named insured on the policy
and the tenant as the additional insured. Tenants are required to provide proof of insurance by furnishing a certificate of insurance to the Advisor
on an annual basis. The insurance certificates are carefully tracked and reviewed for compliance by the Advisor s property management
department.

In general, leases may not be assigned or subleased without CCPT II s prior written consent. If CCPT II does consent to an assignment or
sublease, the original tenant generally will remain fully liable under the lease unless CCPT Il releases the tenant from its obligations under the
lease.

Other Possible Investments

Although most of CCPT II s investments are properties of the types described above, it has made and may continue to make other investments.
For example, it is not limited to investments in single-tenant, freestanding retail properties or properties leased to investment grade and other
creditworthy tenants and complimentary multi-tenant properties. CCPT II has invested and may continue to invest in other commercial
properties such as business and industrial parks, office buildings and warehouse and distribution facilities, or in other entities that make such
investments or own such properties, in order to reduce overall portfolio risks or enhance overall portfolio returns if the Advisor and the CCPT II
Board determine that it would be advantageous to do so. Further, to the extent that the Advisor and the CCPT II Board determine it is in its best
interest in order to diversify its investment portfolio or otherwise, CCPT II has invested, and may continue to invest, in CMBS and mortgage
loans generally secured by the same types of commercial properties that it generally acquires. CCPT II also has invested, and may continue to
invest, in other investments related to real property or entities or joint ventures that make similar investments.

CCPT II s criteria for investing in CMBS and mortgage loans are substantially the same as those involved in its investment in properties. CCPT
II does not intend to make loans to other persons (other than mortgage loans), to underwrite securities of other issuers or to engage in the
purchase and sale of any types of investments other than direct or indirect interests in real estate.

Investment Decisions

The Advisor has substantial discretion with respect to the selection of specific investments and the purchase and sale of CCPT II s properties,
subject to the oversight of the CCPT II Board. In pursuing CCPT II s investment objectives and making investment decisions for it, the Advisor
evaluates the proposed terms of the purchase against all aspects of the transaction, including the condition and financial performance of the
property, the terms of existing leases and the creditworthiness of the tenant, and property and location characteristics. Because the factors
considered, including the specific weight CCPT II places on each factor, will vary for each potential investment, it does not, and is not able to,
assign a specific weight or level of importance to any particular factor.
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In addition to procuring and reviewing an independent valuation estimate and property condition report, the Advisor also, to the extent such
information is available, considers the following:

tenant rolls and tenant creditworthiness;

a property condition report;

unit level store performance;

property location, visibility and access;

age of the property, physical condition and curb appeal;

neighboring property uses;

local market conditions including vacancy rates;

area demographics, including trade area population and average household income;

neighborhood growth patterns and economic conditions;

presence of nearby properties that may positively impact store sales at the subject property; and

lease terms, including length of lease term, scope of landlord responsibilities, presence and frequency of contractual rental increases,
renewal option provisions, exclusive and permitted use provisions, co-tenancy requirements, termination options, projected net cash
flow yield and projected internal rates of return.
The Advisor considers whether properties are leased by, or have leases guaranteed by, companies that maintain an investment grade rating by
either Standard and Poor s or Moody s Investor Services. The Advisor also will consider non-rated and non-investment grade rated tenants that
CCPT I considers creditworthy, as described in ~ Real Estate Underwriting Process above.

Conditions to Closing Acquisitions

Generally, CCPT II conditions its obligation to close the purchase of any investment on the delivery and verification of certain documents from
the seller or developer, including, where appropriate:

plans and specifications;
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Surveys;

evidence of marketable title, subject to such liens and encumbrances as are acceptable to the Advisor;

financial statements covering recent operations of properties having operating histories;

title and liability insurance policies; and

tenant estoppel certificates.
CCPT II generally will not purchase any property unless and until it also obtains what is generally referred to as a Phase I environmental site
assessment and is generally satisfied with the environmental status of the property. However, CCPT II may purchase a property without
obtaining such assessment if the Advisor determines it is not warranted. A Phase I environmental site assessment consists of a visual survey of
the building and the property in an attempt to identify areas of potential environmental concerns, visually observing neighboring properties to
assess surface conditions or activities that may have an adverse environmental impact on the property, and contacting local governmental agency
personnel who perform a regulatory agency file search in an attempt to determine any known environmental concerns in the immediate vicinity
of the property. A Phase I environmental site assessment does not generally include any sampling or testing of soil, ground water or building
materials from the property and may not reveal all environmental hazards on a property.
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CCPT II may enter into purchase and sale arrangements with a seller or developer of a suitable property under development or construction. In
such cases, CCPT II will be obligated to purchase the property at the completion of construction, provided that the construction substantially
conforms to definitive plans, specifications, and costs approved by it in advance. In such cases, prior to CCPT II acquiring the property, it
generally would receive a certificate of an architect, engineer or other appropriate party, stating that the property substantially complies with all
plans and specifications. If renovation or remodeling is required prior to the purchase of a property, CCPT II expects to pay a negotiated
maximum amount to the seller upon completion. CCPT II does not currently intend to construct or develop properties or to render any services
in connection with such development or construction.

In determining whether to purchase a particular property, CCPT Il may, in accordance with customary practices, obtain an option on such
property. The amount paid for an option, if any, normally is surrendered if the property is not purchased and normally is credited against the
purchase price if the property is purchased.

In purchasing, leasing and developing properties, CCPT II will be subject to risks generally incident to the ownership of real estate.
Ownership Structure

CCPT II s investment in real estate generally takes the form of holding fee title or a long-term leasehold estate. In addition, CCPT II has invested
in mortgages acquired in the secondary market and secured by commercial properties. CCPT II has acquired its real estate investments either
directly through its operating partnership, or indirectly through limited liability companies, limited partnerships, or through investments in joint
ventures, partnerships, co-tenancies or other co-ownership arrangements with the developers of the properties or other persons. See the  Joint
Venture Investments section below. In addition, it has purchased, and may continue to purchase, properties and lease them back to the sellers of
such properties. While CCPT II uses its best efforts to structure any such sale-leaseback transaction so that the lease will be characterized as a

true lease and so that CCPT II will be treated as the owner of the property for federal income tax purposes, the IRS could challenge this
characterization. In the event that any sale-leaseback transaction is re-characterized as a financing transaction for federal income tax purposes,
deductions for depreciation and cost recovery relating to such property would be disallowed.

Joint Venture Investments

CCPT II may enter into joint ventures, partnerships, co-tenancies and other co-ownership arrangements with affiliated entities of the Advisor,
including other real estate programs sponsored by affiliates of the Advisor, for the acquisition, development or improvement of properties or the
acquisition of other real estate-related investments. CCPT II has and may continue to enter into such arrangements with real estate developers,
owners and other unaffiliated third parties for the purpose of developing, owning and operating real properties. In determining whether to invest

in a particular joint venture, the Advisor will evaluate the underlying real property or other real estate-related investment using the same criteria
described above in  Acquisition and Investment Policies Investment Decisions for the selection of its real property investments. The Advisor also
will evaluate the joint venture or co-ownership partner and the proposed terms of the joint venture or a co-ownership arrangement.

CCPT II s general policy is to invest in joint ventures only when CCPT II would have substantial decision-making rights and a right of first
refusal to purchase the co-venturer s interest in the joint venture if the co-venturer elects to sell such interest. In the event that the co-venturer
elects to sell property held in any such joint venture, however, CCPT II may not have sufficient funds to exercise its right of first refusal to buy
the other co-venturer s interest in the property held by the joint venture. In the event that any joint venture with an affiliated entity holds interests
in more than one property, the interest in each such property may be specially allocated based upon the respective proportion of funds invested
by each co-venturer in each such property.
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The Advisor and its officers and key persons may have conflicts of interest in determining which real estate program sponsored by CCPT II s
sponsor, Cole Real Estate Investments, 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 CCPT II s business interests or goals. In addition, if the joint venture is with another
Cole-sponsored program, the Advisor may face a conflict in structuring the terms of the relationship between its interests and the interest of the
co-venturer and in managing the joint venture. Since the Advisor and its affiliates will control both the co-venturer and, to a certain extent,
CCPT II, 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 CCPT Il receives. In addition, CCPT II may assume liabilities related to the joint venture that exceed the percentage of its
investment in the joint venture.

CCPT II may enter into joint ventures with other real estate programs sponsored by Cole Real Estate Investments only if a majority of its
directors not otherwise interested in the transaction and a majority of its independent directors approve the transaction as being fair and
reasonable to CCPT II and on substantially the same terms and conditions as those received by unaffiliated joint venturers.

Borrowing Policies

The Advisor believes that utilizing borrowing is consistent with CCPT II s investment objective of maximizing the return to stockholders. By
operating on a leveraged basis, CCPT II has more funds available for investment in properties. This allows it to make more investments than
would otherwise be possible, resulting in a more diversified portfolio. There is no limitation on the amount CCPT II may borrow against any
single improved property. However, under CCPT II s charter, it is required to limit its borrowings to 60% of the greater of cost (before deducting
depreciation or other non-cash reserves) or fair market value of its gross assets, unless excess borrowing is approved by a majority of the
independent directors and disclosed to its stockholders in the next quarterly report along with the justification for such excess borrowing. In the
event that CCPT Il issues preferred stock that is entitled to a preference over the common stock in respect of distributions or liquidation or is
treated as debt under GAAP, it will include it in the leverage restriction calculations, unless the issuance of the preferred stock is approved or
ratified by its stockholders.

The Advisor uses its best efforts to obtain financing on the most favorable terms available to CCPT II. The Advisor has substantial discretion
with respect to the financing CCPT II obtains, subject to CCPT II s borrowing policies, which are approved by the CCPT II Board. Lenders may
have recourse to assets not securing the repayment of the indebtedness. The Advisor may refinance properties during the term of a loan only in
limited circumstances, such as when a decline in interest rates makes it beneficial to prepay an existing mortgage, when an existing mortgage
matures, or if an attractive investment becomes available and the proceeds from the refinancing can be used to purchase such investment. The
benefits of the refinancing may include increased cash flow resulting from reduced debt service requirements, an increase in dividend
distributions from proceeds of the refinancing, if any, and an increase in property ownership if some refinancing proceeds are reinvested in real
estate.

CCPT II may not borrow money from any of its directors or from the Advisor or its affiliates unless such loan is approved by a majority of the
directors not otherwise interested in the transaction (including a majority of the independent directors) as fair, competitive and commercially
reasonable and no less favorable to CCPT II than a comparable loan between unaffiliated parties. During the year ended December 31, 2012,
CCPT II did not acquire any properties or borrow any funds from the Advisor or its affiliates.

Disposition Policies

CCPT II usually holds each property it acquires for an extended period of time. Holding periods for other real estate-related investments will
vary. However, circumstances might arise that could result in the earlier sale of some properties. CCPT II may sell a property before the end of
the expected holding period if it believes the
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sale of the property would be in the best interests of its stockholders. The determination of whether a particular property should be sold or
otherwise disposed of will be made after consideration of relevant factors, including prevailing economic conditions and current tenant
creditworthiness, with a view to achieving maximum capital appreciation. There can be no assurance that this objective will be realized. The
selling price of a property that is net leased will be determined in part by the amount of rent payable remaining under the lease and the economic
conditions at that time. In connection with the sales of CCPT II s properties, CCPT II may lend the purchaser all or a portion of the purchase
price. In these instances, CCPT II s taxable income may exceed the cash received in the sale. The terms of payment will be affected by customs
in the area in which the property being sold is located and the then-prevailing economic conditions.

Acquisition of Properties from Affiliates of the Advisor

CCPT II may acquire properties or interests in properties from or in co-ownership arrangements with entities affiliated with the Advisor,
including properties acquired from affiliates of the Advisor engaged in construction and development of commercial real properties. CCPT II
will not acquire any property from an affiliate of the Advisor unless a majority of CCPT II s directors (including a majority of its independent
directors) not otherwise interested in the transaction determine that the transaction is fair and reasonable to CCPT II. The purchase price that
CCPT II will pay for any property it acquires from affiliates of the Advisor, including property developed by an affiliate of the Advisor as well
as property held by such an affiliate that has already been developed, will not exceed the current appraised value of the property. In addition, the
price of the property CCPT II acquires from an affiliate of the Advisor may not exceed the cost of the property to the affiliate, unless a majority
of CCPT II s directors and a majority of its independent directors determine that substantial justification for the excess exists and the excess is
reasonable. During the year ended December 31, 2012, CCPT II did not purchase any properties from the Advisor or the Advisor s affiliates.

Employees

CCPT II has no direct employees. The employees of the Advisor and its affiliates provide services to CCPT Il related to acquisition and
disposition, property management, asset management, financing, accounting, investor relations and administration.

CCPT Il is dependent on the Advisor and its affiliates for services that are essential to CCPT II, including the sale of shares of CCPT II common
stock, asset acquisition decisions, property management and other general administrative responsibilities. In the event that the Advisor and its
affiliates were unable to provide these services to CCPT II, it would be required to obtain such services from other sources.

CCPT II reimburses the Advisor and its affiliates for expenses incurred in connection with its provision of administrative, acquisition, property
management, asset management, financing, accounting and investor relation services, including personnel costs, subject to certain limitations.
During the years ended December 31, 2012, 2011 and 2010, CCPT II incurred $3.6 million, $3.5 million and $3.8 million, respectively, for such
services provided by the Advisor or its affiliates.

Competition

As CCPT II purchases properties, it is in competition with other potential buyers for the same properties and may have to pay more to purchase
the property than if there were no other potential acquirers or it may have to locate another property that meets its investment criteria. In
addition, the leasing of real estate is highly competitive in the current market, and CCPT II may continue to experience competition for tenants
from owners and managers of competing projects. As a result, CCPT II may have to provide free rent, incur charges for tenant improvements, or
offer other inducements, or it might not be able to timely lease the space, all of which may have an adverse impact on its results of operations. At
the time CCPT II elects to dispose of its properties, it may also be in competition with sellers of similar properties to locate suitable purchasers
for its properties.
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As of December 31, 2012, CCPT II had cash on deposit, including restricted cash, in four financial institutions, all of which had deposits in
excess of current federally insured levels totaling $7.7 million; however, CCPT II has not experienced any losses in such accounts. CCPT II
limits significant cash deposits to accounts held by financial institutions with high credit standing; therefore, it believes it is not exposed to any
significant credit risk on cash.

No single tenant accounted for greater than 10% of CCPT II s gross annualized rental revenues for the year ended December 31, 2012. Tenants in
the specialty retail, drugstore and restaurant industries comprised 17%, 15% and 15%, respectively, of CCPT Il s gross annualized rental
revenues for the year ended December 31, 2012. Additionally, CCPT II has certain geographic concentrations in its property holdings. In
particular, as of December 31, 2012, 166 of its properties were located in Texas and 23 were located in Florida, accounting for 16% and 10% of
its 2012 gross annualized rental revenues, respectively.

Environmental Matters

In connection with the ownership and operation of real estate, CCPT II may be potentially liable for costs and damages related to environmental
matters. CCPT II has acquired certain properties that are subject to environmental remediation, in which the seller, the tenant and/or another
third party has been identified as the responsible party for environmental remediation costs related to the property. Additionally, in connection
with the purchase of certain of the properties, the respective sellers and/or tenants have indemnified CCPT II against future remediation costs. In
addition, CCPT II carries environmental liability insurance on its properties that provides coverage for remediation liability and pollution
liability for third-party bodily injury and property damage claims.

Legal Proceedings

On March 5, 2013, a putative class action and derivative lawsuit was filed in the Circuit Court for Baltimore City, Maryland against and
purportedly on behalf of Spirit captioned Kendrick, et al. v. Spirit Realty Capital, Inc., et al. The complaint names as defendants Spirit, the
members of the Spirit Board, the Spirit Partnership, CCPT II and the CCPT II Partnership, and alleges that the directors of Spirit breached their
fiduciary duties by engaging in an unfair process leading to the Merger Agreement, agreeing to a Merger Agreement at an opportunistic and
unfair price, allowing draconian and preclusive deal protection devices in the Merger Agreement, and by engaging in self-interested and
otherwise conflicted actions. The complaint alleges that CCPT II, the CCPT II Partnership and the Spirit Partnership aided and abetted those
breaches of fiduciary duty. The complaint seeks a declaration that defendants have breached their fiduciary duties or aided and abetted such
breaches and that the Merger Agreement is unenforceable, an order enjoining a vote on the transactions contemplated by the Merger Agreement,
rescission of the transactions in the event they are consummated, imposition of a constructive trust, an award of fees and costs, including
attorneys and experts fees and costs, and other relief.

In the ordinary course of business, CCPT II may become subject to litigation or claims. CCPT II is not aware of any material pending legal
proceedings, other than as stated above and ordinary routine litigation incidental to its business to which CCPT Il is a party or to which its
properties are the subject.

CCPT II Properties

As of December 31, 2012, CCPT II owned 752 properties comprising 21.2 million rentable square feet of single and multi-tenant retail and
commercial space located in 45 states and the U.S. Virgin Islands. As of December 31, 2012, 417 of the properties were freestanding,
single-tenant retail properties, 312 of the properties were freestanding, single-tenant commercial properties and 23 of the properties were
multi-tenant retail properties. Of the leases related to these properties, 13 were classified as direct financing leases. As of December 31, 2012,
96% of the gross rentable square feet of these properties was leased, with a weighted-average remaining lease term of 9.8 years. As of

December 31, 2012, CCPT II had outstanding debt of $1.8 billion, secured by properties in CCPT II s portfolio and their related tenant leases and
other real estate related assets on which the debt was placed.

43

Table of Contents 78



Edgar Filing: Cole Credit Property Trust Il Inc - Form 424B3

Table of Conten

Property Statistics

The following table shows the tenant diversification of CCPT II s consolidated real estate assets, based on gross annualized rental revenue, as of

December 31, 2012:

Tenant

Walgreens drug store

Church s Chicken restaurant
Academy Sports sporting goods
Circle K convenience store
CVS drug store

Home depot home improvement
Ferguson Enterprises specialty retail
Tractor Supply specialty retail
Petsmart specialty retail

Lowe s home improvement
Other

Total Number
of Leases

70

1

9

83

37

5

8

27

8

8

516

772

Leased

Square

Feet
1,011,529
244,231
1,955,411
250,580
412,496
554,979
1,111,948
783,616
1,035,471
1,061,550
11,985,465

20,407,276

(1) Including square feet of the buildings on land that is subject to ground leases.
The following table shows the tenant industry diversification of CCPT II s consolidated real estate assets, based on gross annualized rental

revenue, as of December 31, 2012:

Industry

Specialty retail
Drugstore
Restaurant
Sporting goods
Home improvement
Convenience store
Distribution
Fitness and health
Automotive parts
Electronics retail
Other

Total Number Leased

of Leases Square Feet(D)
203 4,626,991

128 1,690,979

122 955,988

17 2,278,621

13 1,616,529

84 264,896

14 1,410,464

21 584,273

30 636,005

14 576,891

126 5,765,639

772 20,407,276

(1) Including square feet of the buildings on land that is subject to ground leases.
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2012 Gross
Annualized
Rental Revenue
(in thousands)
$ 23,097

14,056
12,944
11,550
9,408
7,189
6,940
6,679
6,146
6,067
149,541

$ 253,617

2012 Gross
Annualized
Rental Revenue
(in
thousands)
$ 43,077
38,568
37,044
17,106
13,256
12,563
10,296

9,678
9,227
7,270
55,532

$ 253,617

Percentage of
2012 Gross
Annualized

Rental Revenue
9%
6%
5%
5%
4%
3%
3%
3%
2%
2%

58%

100%

Percentage of
2012 Gross
Annualized

Rental Revenue
17%
15%
15%

7%
5%
5%
4%
4%
4%
3%
21%

100%
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The following table shows the geographic diversification of CCPT II s consolidated real estate assets, based on gross annualized rental revenue,
as of December 31, 2012:

2012 Gross
Annualized Percentage of
Total Number Rental Revenue 2012 Gross
of Rentable (in Annualized
Location Properties Square Feet(D) thousands) Rental Revenue
Texas 166 3,638,467 $ 40,604 16%
Florida 23 2,088,910 24,954 10%
Georgia 63 1,131,834 19,731 8%
llinois 23 1,742,432 18,899 7%
Ohio 64 666,985 13,293 5%
Missouri 25 714,761 9,415 4%
Tennessee 39 559,109 8,710 3%
Nevada 2 1,009,278 7,119 3%
North Carolina 20 811,666 6,872 3%
Virginia 12 992,554 6,700 3%
Other 315 7,861,715 97,320 38%
752 21,217,711 $ 253,617 100%

(1) Including square feet of the buildings on land that is subject to ground leases.
Leases

Although there are variations in the specific terms of the leases of CCPT II s properties, the following is a summary of the general structure of its
leases. Generally, the leases of CCPT II s properties provide for initial terms of 10 to 20 years. As of December 31, 2012, the weighted average
remaining lease term was 9.8 years. The properties are generally leased under net leases pursuant to which the tenant bears responsibility for
substantially all property costs and expenses associated with ongoing maintenance and operation, including utilities, property taxes and
insurance. Certain of the leases require CCPT II to maintain the roof and structure of the building. The leases of the properties provide for annual
base rental payments (payable in monthly installments) ranging from $7,000 to $14.1 million (average of $330,000). Certain leases provide for
limited increases in rent as a result of fixed increases, increases in the consumer price index, and/or increases in the tenant s sales volume.

Generally, the property leases provide the tenant with one or more multi-year renewal options, subject to generally the same terms and
conditions as the initial lease term. Certain leases also provide that in the event CCPT II wishes to sell the property subject to that lease, CCPT II
first must offer the lessee the right to purchase the property on the same terms and conditions as any offer which CCPT II intends to accept for
the sale of the property.
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The following table shows lease expirations of CCPT II s consolidated real estate assets as of December 31, 2012, during each of the next 10
years and thereafter, assuming no exercise of renewal options or termination rights:

2012 Gross
Annualized Percentage of
Rental Revenue 2012 Gross
Total Number Leased (in Annualized
Year of Lease Expiration of Leases Square Feet(D) thousands) Rental Revenue
2013 38 654,594 $ 4,632 2%
2014 33 414,662 4,010 2%
2015 46 1,250,819 11,415 5%
2016 57 1,775,388 18,682 7%
2017 91 1,748,290 20,991 8%
2018 90 1,463,216 19,552 8%
2019 16 445,442 6,616 3%
2020 27 619,693 8,065 3%
2021 76 1,538,835 22,424 9%
2022 49 1,236,312 15,170 6%
Thereafter 249 9,260,025 122,060 47%
772 20,407,276 $ 253,617 100%

(1) Including square feet of the buildings on land that is subject to ground leases.
Notes Payable Information

As of December 31, 2012, CCPT II had $1.8 billion of debt outstanding, consisting of (1) $1.4 billion in fixed rate mortgage loans, referred to
herein as the CCPT II Fixed Rate Debt, which includes $77.6 million of variable rate debt swapped to fixed rates, (2) $4.3 million in variable

rate mortgage loans, referred to herein as the CCPT II Variable Rate Debt and (3) $319.1 million outstanding under the CCPT II credit facility,
referred to herein as the CCPT II Credit Facility. The CCPT II Fixed Rate Debt has annual interest rates ranging from 3.15% to 7.22%, with a
weighted average annual interest rate of 5.68%, and various maturity dates ranging from September, 2014 through August, 2031. The CCPT II
Variable Rate Debt has an annual interest rate of LIBOR plus 275 basis points and matures in September, 2014. The CCPT II Credit Facility
allows CCPT II to borrow up to $238.9 million in revolving loans, referred to herein as the CCPT II Revolving Loans, and $111.1 million in

term loan borrowings, referred to herein as the CCPT II Term Loan. The CCPT II Revolving Loans under the CCPT II Credit Facility bear
interest at variable rates depending on the type of loan used. Eurodollar rate loans have variable rates which are generally equal to the

one-month, two-month, three-month, or six-month LIBOR plus 275 to 400 basis points, determined by the leverage ratio of CCPT Il in
accordance with the agreement. Base rate committed loans have variable rates equal to the greater of (a) the Federal Funds Rate plus 0.5%;

(b) Bank of America s prime rate; or (c) the Eurodollar Rate plus 1.0%; plus 175 to 300 basis points, determined by the leverage ratio of CCPT II
in accordance with the agreement. As of December 31, 2012, the interest rate in effect for the CCPT II Revolving Loans under the CCPT II
Credit Facility was 3.71%. On February 24, 2011, CCPT II executed an interest rate swap agreement which had the effect of fixing the interest
rate for the CCPT II Term Loan borrowings under the CCPT II Credit Facility to 4.94% per annum based on CCPT II s overall leverage levels at
the time of the transaction. The CCPT II Credit Facility matures on December 17, 2013.

The ratio of debt to total gross real estate and related assets net of gross intangible lease liabilities, as of December 31, 2012, was 51% and the
weighted average years to maturity was 3.6 years. Except for the notes payable under the CCPT II Credit Facility, which are unsecured
obligations, the notes payable are secured by the respective properties on which the debt was placed and their related tenant leases and other real
estate related assets, which had an aggregate gross asset value of $2.5 billion at December 31, 2012. The notes payable are generally
non-recourse to CCPT II and the CCPT II Partnership, but both are liable for customary non-recourse carve-outs.
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Generally, the notes payable may not be prepaid, in whole or in part, except under the following circumstances: (1) prepayment may be made
subject to payment of a yield maintenance premium or through defeasance, (2) full prepayment may be made on any of the three monthly
payment dates occurring immediately prior to the maturity date, and (3) partial prepayments resulting from the application of insurance or
condemnation proceeds to reduce the outstanding principal balance of the mortgage notes. Notwithstanding the prepayment limitations, CCPT 11
may sell the properties to a buyer that assumes the respective mortgage loan. The transfer would be subject to the conditions set forth in the
individual property s mortgage note document, including without limitation, the lender s approval of the proposed buyer and the payment of the
lender s fees, costs and expenses associated with the sale of the property and the assumption of the loan.

Generally, in the event that a mortgage note is not paid off on the respective maturity date, certain mortgage notes include hyper-amortization
provisions. The interest rate during the hyper-amortization period would be the fixed interest rate as stated on the respective mortgage note
agreement plus 2.0%. The individual mortgage note maturity date, under the hyper-amortization provisions, would generally be extended by 20
years. During such period, the lender would apply 100% of the rents collected to (1) all payments for escrow or reserve accounts, (2) payment of
interest at the original fixed interest rate, (3) payments for the replacement reserve account, (4) any other amounts due in accordance with the
mortgage note agreement other than any additional interest expense, (5) any operating expenses of the property pursuant to an approved annual
budget, (6) any extraordinary expenses, (7) payments to be applied to the reduction of the principal balance of the mortgage note, and (8) any
additional interest expense, which is not paid would be added to the principal balance of the mortgage note.

Board of Directors
Board Meetings and Annual Stockholder Meeting

The CCPT II Board held 8 meetings during the fiscal year ended December 31, 2012. Each director attended all of his board and committee
meetings in 2012. Although CCPT II does not have a formal policy regarding attendance by members of the CCPT II Board at its Annual
Meeting of Stockholders, it encourages all of its directors to attend. All of CCPT II s directors attended its 2012 Annual Meeting of Stockholders
by conference telephone.

Independence

As required by CCPT II s charter, a majority of the members of the CCPT II Board must qualify as independent as affirmatively determined by

the CCPT II Board. The CCPT II Board consults with CCPT II s legal counsel and counsel to the independent directors to ensure that the CCPT

Il Board s determinations are consistent with CCPT II s charter and applicable securities and other laws and regulations regarding the definition of
independent.

Consistent with these considerations, after review of all relevant transactions or relationships between each director, or any of his family
members, and CCPT II, CCPT II s management and its independent registered public accounting firm, the CCPT II Board has determined that
Messrs. Bromley and Fugelsang, who comprise the majority of the CCPT II Board, qualify as independent directors. A copy of CCPTII s
independent director definition, which is contained in its charter and complies with the requirements of the North American Securities
Administrators Association s Statement of Policy Regarding Real Estate Investment Trusts, was attached to CCPT II s proxy statement for the
2011 Annual Meeting of Stockholders. Although CCPT II s shares are not listed for trading on any national securities exchange, its independent
directors also meet the current independence and qualifications requirements of the NYSE.

Board Committees
Audit Committee

The CCPT 1l Board has an audit committee, which assists the CCPT II Board in fulfilling its responsibilities. The audit committee is composed
of Mr. Bromley (chairman) and Mr. Fugelsang, both of whom
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are independent directors. The audit committee meets periodically during the year, usually in conjunction with regular meetings of the CCPT II
Board. The audit committee, by approval of at least a majority of the members, selects the independent registered public accounting firm to audit
CCPT II s annual financial statements, reviews with the independent registered public accounting firm the plans and results of the audit
engagement, approves the audit and non-audit services provided by the independent registered public accounting firm, reviews the independence
of the independent registered public accounting firm, considers the range of audit and non-audit fees and reviews the adequacy of CCPTII s
internal accounting controls. The CCPT II Board has adopted a charter for the audit committee that sets forth its specific functions and
responsibilities. The audit committee charter can be located on CCPT II s website at https://www.colecapital.com/corporate-governance by
clicking on CCPT II Audit Committee Charter.

Although the CCPT II common stock is not listed for trading on any national securities exchange, both members of the audit committee meet the
current independence and qualifications requirements of the NYSE, as well as CCPT II s charter and applicable rules and regulations of the SEC.
While both members of the audit committee have significant financial and/or accounting experience, the CCPT II Board has determined that

Mr. Bromley satisties the SEC s requirements for an audit committee financial expert and has designated Mr. Bromley as the audit committee
financial expert. The CCPT II audit committee met 4 times during 2012.

Compensation Committee

The CCPT II Board also has a compensation committee. The primary purpose of the compensation committee is to oversee CCPT II s
compensation programs for executive officers. CCPT II s executive officers currently do not receive compensation directly from CCPT II for
services rendered to it. Accordingly, the compensation committee did not hold any meetings during 2012. The compensation committee is
composed of Mr. Bromley (chairman) and Mr. Fugelsang, both of whom are independent directors. The compensation committee has adopted a
written charter approved by the CCPT II Board. The compensation committee charter can be located on CCPT II s website at
https://www.colecapital.com/corporate-governance by clicking on CCPT II Compensation Committee Charter. Presently, the full CCPT II Board
oversees compensation of its independent directors.

Nominating Board of Directors Functions

CCPT 11 believes that the CCPT II Board is qualified to perform the functions typically delegated to a nominating committee, and that the
formation of a separate committee is not necessary at this time. Therefore, all members of the CCPT II Board develop the criteria necessary for
prospective members of the CCPT II Board and participate in the consideration of director nominees. The primary functions of the members of
the CCPT II Board relating to the consideration of director nominees are to conduct searches and interviews for prospective director candidates,
if necessary, review background information for all candidates for the CCPT II Board, including those recommended by stockholders, and
formally propose the slate of director nominees for election by the stockholders at the annual meeting.

Special Committee

On May 7, 2012, in connection with CCPT II s exploration of strategic alternatives, the CCPT II Board established the CCPT II Special
Committee, consisting solely of independent members of the CCPT II Board. For more information regarding the CCPT II Special Committee,
see The Merger Background of the Merger beginning on page 159.

Communication with Directors

CCPT II has established procedures for stockholders or other interested parties to communicate directly with the CCPT II Board. Such parties
can contact the CCPT II Board by mail at: Chairman of the Cole Credit Property Trust II, Inc. Audit Committee, c/o Corporate Secretary, 2325
East Camelback Road, Suite 1100, Phoenix, Arizona 85016.
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The chairman of the audit committee will receive all communications made by these means, and will distribute such communications to such
member or members of the CCPT II Board as he deems appropriate, depending on the facts and circumstances outlined in the communication
received. For example, if any questions regarding accounting, internal controls and auditing matters are received, they will be forwarded by the
chairman of the audit committee to the members of the audit committee for review.

Board Leadership Structure; Independent Lead Director

Christopher H. Cole serves as both CCPT II s Chairman of the CCPT II Board and Chief Executive Officer. The CCPT II Board believes that
independent oversight of management is an important component of an effective board of directors. The independent directors of CCPT II have
determined that the most effective board of directors leadership structure for CCPT II at the present time is for the Chief Executive Officer to
also serve as Chairman of the CCPT II Board. The independent directors believe that because the Chief Executive Officer is ultimately
responsible for the day-to-day operation of CCPT II and for executing CCPT II s strategy, and because the performance of CCPT Il is an integral
part of the CCPT II Board s deliberations, the Chief Executive Officer is the director best qualified to act as Chairman of the CCPT II Board. The
CCPT II Board retains the authority to modify this structure to best address CCPT II s unique circumstances, and to advance the best interests of
all CCPT II stockholders, as and when appropriate. In addition, although CCPT II does not have a lead independent director, the CCPT II Board
believes that the current structure is appropriate, as CCPT II has no employees and is externally managed by the Advisor, whereby all operations
are conducted by the Advisor or the Advisor s affiliates.

The CCPT II Board also believes, for the reasons set forth below, that its existing corporate governance practices achieve independent oversight
and management accountability, which is the goal that many seek to achieve by separating the roles of Chairman of the CCPT II Board and

Chief Executive Officer. CCPT II s governance practices provide for strong independent leadership, independent discussion among directors and
for independent evaluation of, and communication with, CCPT II s executive officers and officers and key personnel of the Advisor. Some of the
relevant processes and other corporate governance practices include:

A majority of CCPT II s directors are independent directors. Each director is an equal participant in decisions made by the full CCPT
II Board. In addition, all matters that relate to CCPT II s sponsor, the Advisor or any of their affiliates must be approved by a majority
of the independent directors. The audit committee is comprised entirely of independent directors.

Each of CCPT II s directors is elected annually by CCPT II s stockholders.

The Advisor has a one-year contract, with an annual review by, and renewal subject to the approval of, the CCPT II Board. The fees
paid to the Advisor must be deemed reasonable, as determined by the independent directors, on an annual basis.
The CCPT II Board s Role in Risk Oversight

The CCPT II Board oversees the CCPT II stockholders interest in the long-term health and the overall success of CCPT II and its financial
strength.

The full CCPT II Board is actively involved in overseeing risk management for CCPT II. It does so, in part, through its oversight of CCPT II s
property acquisitions and assumptions of debt, as well as its oversight of CCPT II s executive officers and the Advisor. In particular, the CCPT II
Board may determine at any time to terminate the Advisor, and must evaluate the performance of the Advisor, and re-authorize the Advisory
Agreement, on an annual basis.

In addition, the audit committee is responsible for assisting the CCPT II Board in overseeing CCPT II s management of risks related to financial
reporting. The audit committee has general responsibility for overseeing the accounting and financial processes of CCPT II, including oversight
of the integrity of the CCPT II s financial
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statements, CCPT II s compliance with legal and regulatory requirements and the adequacy of CCPT II s internal control over financial reporting.
The audit committee reviews any potential material issues that are raised related to CCPT II s financial statements or accounting policies.
Additionally, in connection with the annual audit of CCPT II s financial statements, the audit committee conducts a detailed review with CCPT

I s independent auditors of the accounting policies used by CCPT II and its financial statement presentation.

Code of Business Conduct and Ethics

The CCPT II Board has adopted a Code of Business Conduct and Ethics that is applicable to all members of the CCPT II Board, its officers and,
to the extent there are any, employees, and the employees of the Advisor. The policy may be located on CCPT II s website at
https://www.colecapital.com/corporate-governance by clicking on CCPT II Code of Business Conduct and Ethics. If, in the future, CCPT II
amends, modifies or waives a provision in the Code of Business Conduct and Ethics, it may, rather than filing a Current Report on Form 8-K,
satisfy the disclosure requirement by posting such information on its website as necessary.

Compensation of Directors

Directors who are also officers or employees of CCPT II, the Advisor or their affiliates (Mr. Cole) do not receive any special or additional
remuneration for service on the CCPT II Board or any of the audit and compensation committees. Each non-employee director receives
compensation for service on the CCPT II Board and any of the audit and compensation committees as provided below:

an annual retainer of $50,000;

$2,000 for each board meeting attended in person;

an additional annual retainer of $7,500 to the chairman of the audit committee;

$2,000 for each committee meeting attended in person (committee chairmen receive an additional $500 per committee meeting for
serving in that capacity);

$250 per board or committee meeting attended by telephone conference; and

in the event that there is a meeting of the CCPT II Board and one or more committees on a single day, the fees paid to each director

will be limited to $2,500 per day ($3,000 per day for the chairman of the audit committee, if there is a meeting of that committee).
All directors of the CCPT II Board receive reimbursement of reasonable out-of-pocket expenses incurred in connection with attendance at
meetings of the CCPT II Board.

Equity Compensation Plan Information

The following table gives information about CCPT II s equity compensation plan as of December 31, 2012:

Plan Category Number of Securities to Weighted-Average Exercise Number of Securities
be Issued Upon Exercise Price of Outstanding Options, Remaining Available for
of Outstanding Warrants and Future Issuance
Options, Rights Under
Warrants and Equity
Rights Compensation
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Table of Contents

45,000

45,000
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Plans

950,000

950,000
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(1) Represents options that were granted pursuant to the Cole Credit Property Trust I, Inc. 2004 Independent Directors Stock Option Plan as
of December 31, 2012. Options to purchase 45,000 shares were exercisable as of December 31, 2012.

(2) All shares authorized for issuance pursuant to awards not yet granted under the Cole Credit Property Trust I, Inc. 2004 Independent
Directors Stock Option Plan.

Director Compensation Table

The following table sets forth certain information with respect to CCPT II s director compensation during the fiscal year ended December 31,
2012:

Change in
Pension
Value
Non-Equity and
Fees Incentive Nongqualified
Earned or Stock Option Plan Deferred All Other
Paid in Awards Awards  Compensation Compensation Compensation®) Total

Name Cash &) )] )] Earnings &) (&)
Christopher H. Cole

Marcus E. Bromley $ 218,000 $ 2,724 $220,724
George N. Fugelsang $210,000?® $ 6,374 $216,374

(1) Amount represents reimbursement of travel expenses incurred by directors to attend various director meetings. As of December 31, 2012,
Marcus Bromley held options to purchase 20,000 shares of CCPT II common stock that had been granted to him by CCPT II as director
compensation.

(2) Includes $151,500 in fees related to the CCPT II Special Committee.

Compensation Committee Interlocks and Insider Participation

No member of CCPT II s compensation committee served as an officer or employee of CCPT II during the fiscal year ended December 31, 2012,
or formerly served as an officer of CCPT II. During the fiscal year ended December 31, 2012, CCPT II s executive officers, Messrs. Cole and
McAllaster, both served as directors and executive officers of Cole Credit Property Trust, Inc., referred to herein as CCPT I, and as executive
officers of Cole Credit Property Trust III, Inc., referred to herein as CCPT III, Cole Corporate Income Trust, Inc., referred to herein as Cole
Corporate Income Trust, Cole Real Estate Income Strategy (Daily NAV), Inc., referred to herein as Cole Income NAV Strategy and Cole Credit
Property Trust IV, Inc., referred to herein as CCPT IV. In addition, Mr. Cole served as a director of CCPT III, Cole Corporate Income Trust,

Cole Income NAV Strategy and CCPT IV. Since Messrs. Cole and McAllaster are also officers of the Advisor and/or its affiliates, they did not
receive any separate compensation from CCPT II for service as its executive officers and/or directors, and also did not receive any separate
compensation from CCPT I, CCPT III, Cole Corporate Income Trust, Cole Income NAV Strategy and CCPT IV for their service as executive
officers and/or directors of those entities. See Transactions with Related Persons; Promoters and Certain Control Persons below for a description
of the transactions during the year ended December 31, 2012 between CCPT II and companies with which Messrs. Cole and McAllaster are
affiliated.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act, as amended, requires each director, officer and individual beneficially owning more than 10% of a registered
security of CCPT II to file with the SEC, within specified time frames, initial statements of beneficial ownership (Form 3) and statements of
changes in beneficial ownership (Forms 4 and 5) of common stock of CCPT II. Directors, officers and greater than 10% beneficial owners are
required by SEC rules to furnish CCPT II with copies of all such forms they file. Based solely on a review of the copies of such forms furnished
to CCPT 1I during and with respect to the fiscal year ended December 31, 2012 or written representations that no additional forms were required,
to the best of CCPT II s knowledge, all required Section 16(a) filings were timely and correctly made by reporting persons during 2012.
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In addition to Christopher H. Cole, the following individual serves as an executive officer of CCPT II:

D. Kirk McAllaster, Jr., age 46, has served as CCPT II s executive vice president and chief financial officer since October 2007 and as its
treasurer since May 2011. He has served as executive vice president and chief financial officer (REITs and real estate funds) of the Advisor
since January 2012, and previously served as its executive vice president and chief financial officer from March 2007 until January 2012, and as
its vice president, finance from December 2005 until March 2007. Mr. McAllaster has also served as executive vice president and chief financial
officer of CCPT I since October 2007, as its treasurer since May 2011, and has been a member of its board of directors since May 2008. He has
served as executive vice president and chief financial officer (REITs and real estate funds) of Cole REIT Advisors, LLC, referred to herein as
CCPT I Advisors, since January 2012, and previously served as its executive vice president and chief financial officer from March 2007 until
January 2012, and as its vice president, finance from December 2005 until March 2007. Mr. McAllaster has served as executive vice president,
chief financial officer and treasurer of CCPT III since its formation in January 2008, and served as its secretary from January 2008 to November
2010. He also has served as executive vice president and chief financial officer (REITs and real estate funds) of Cole REIT Advisors III, LLC,
referred to herein as CCPT III Advisors, since January 2012 and as its executive vice president and chief financial officer from its formation in
January 2008 until January 2012. He has served as executive vice president, chief financial officer, and treasurer of Cole Corporate Income Trust
since its formation in April 2010 and served as its secretary from April 2010 until August 2010 and from January 2011 until March 2011. He has
served as executive vice president and chief financial officer (REITs and real estate funds) of Cole Corporate Income Advisors, LLC, referred to
herein as Cole Corporate Income Advisors, since January 2012 and as its executive vice president and chief financial officer from its formation
in April 2010 until January 2012. Mr. McAllaster has served as executive vice president, chief financial officer and treasurer of CCPT IV since
its formation in July 2010. He also has served as executive vice president and chief financial officer (REITs and real estate funds) of Cole REIT
Advisors IV, LLC, referred to herein as CCPT IV Advisors, since January 2012 and as its executive vice president and chief financial officer
from its formation in July 2010 until January 2012. He has served as the executive vice president, chief financial officer and treasurer of Cole
Income NAV Strategy since its formation in July 2010. He has served as executive vice president and chief financial officer (REITs and real
estate funds) of Cole Real Estate Income Strategy (Daily NAV) Advisors, LLC, referred to herein as Cole Income NAYV Strategy Advisors, since
January 2012 and as its executive vice president and chief financial officer from its formation in July 2010 until January 2012. Mr. McAllaster
has served as executive vice president and chief financial officer (REITs and real estate funds) of the Property Manager since January 2012 and
as its treasurer since September 2009, and previously served as executive vice president and chief financial officer from March 2007 until
January 2012. Mr. McAllaster has served as executive vice president and chief financial officer (REITs and real estate funds) of Cole Capital
Advisors, Inc., referred to herein as Cole Capital Advisors, and Cole Capital Partners, LLC, referred to herein as Cole Capital Partners since
January 2012, and previously served as executive vice president and chief financial officer of each from March 2007 until January 2012 and as
vice president, finance of each from December 2005 until March 2007. Prior to joining Cole Real Estate Investments in May 2003,

Mr. McAllaster worked for six years with Deloitte & Touche LLP, most recently as audit senior manager. He has over 20 years of accounting
and finance experience in public accounting and private industry. Mr. McAllaster received a B.S. degree from California State Polytechnic
University Pomona with a major in Accounting. He is a Certified Public Accountant licensed in the states of Arizona and Tennessee and is a
member of the American Institute of CPAs and the Arizona Society of CPAs.

Each of CCPT II s executive officers has stated that there is no arrangement or understanding of any kind between him and any other person
relating to their appointment as an executive officer.

Compensation of Executive Officers

CCPT II has no employees. CCPT II s executive officers, including its principal financial officer, do not receive compensation directly from
CCPT II for services rendered to it, and CCPT II does not intend to pay any
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compensation directly to its executive officers. As a result, CCPT II does not have, and the CCPT II Board has not considered, a compensation
policy or program for its executive officers. Accordingly, CCPT II has not included a Compensation Committee Report or a Compensation
Discussion and Analysis in this joint proxy statement/prospectus.

CCPT II s executive officers are also officers of the Advisor and/or its affiliates, including the Property Manager, and are compensated by these
entities, in part, for their services to CCPT II. CCPT II pays fees to such entities under the Existing Agreements. CCPT II also reimburses the
Advisor for its provision of administrative services, including related personnel costs, subject to certain limitations. A description of the fees that
CCPT II pays to the Advisor and Property Manager or any affiliate thereof is found in the Transactions with Related Persons; Promoters and
Certain Control Persons section below.

Audit Committee Report
Independent Auditors

During the year ended December 31, 2012, Deloitte & Touche LLP, with its affiliates, referred to herein as Deloitte & Touche, served as CCPT

I s independent auditors and provided certain tax and other services. Deloitte & Touche has served as CCPT II s independent auditors since
CCPT II s formation. Deloitte & Touche representatives will be present at the 2013 Annual Meeting of Stockholders and will have the
opportunity to make a statement if they desire to do so. The audit committee has approved engaging Deloitte & Touche as CCPT II s independent
auditors to audit CCPT II s financial statements for the year ending December 31, 2013, or until the closing of the merger. The audit committee
reserves the right, however, to select new auditors at any time in the future in its discretion if it deems such decision to be in the best interests of
CCPT II and its stockholders. Any such decision would be disclosed to the CCPT II stockholders in accordance with applicable securities laws.

The audit committee reviewed the audit and non-audit services performed by Deloitte & Touche, as well as the fees charged by Deloitte &
Touche for such services. In its review of the non-audit services and fees, the audit committee considered whether the provision of such services
is compatible with maintaining the independence of Deloitte & Touche. The aggregate fees billed to CCPT II for professional accounting
services, including the audit of CCPT II s annual financial statements by Deloitte & Touche for the years ended December 31, 2012 and 2011,
are set forth in the table below.

Year Ended Year Ended
December 31, 2012 December 31, 2011
Audit fees $ 454,950 $ 448,575
Audit-related fees
Tax fees $ 203,379 $ 186,055
All other fees
Total $ 658,329 $ 634,630

For purposes of the preceding table, Deloitte & Touche s professional fees are classified as follows:

Audit fees These are fees for professional services performed for the audit of CCPT II s annual financial statements and the required
review of quarterly financial statements and other procedures performed by Deloitte & Touche in order for them to be able to form

an opinion on CCPT II s consolidated financial statements. These fees also cover services that are normally provided by independent
auditors in connection with statutory and regulatory filings or engagements and other services that generally only the independent
auditor reasonably can provide, such as services associated with filing registration statements, periodic reports and other filings with
the SEC, audits of acquired properties or businesses, property audits required by loan agreements, and statutory audits for CCPT II s
subsidiaries or affiliates.
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Audit-related fees These are fees for assurance and related services that traditionally are performed by independent auditors, such as
due diligence related to acquisitions and dispositions, attestation services that are not required by statute or regulation, statutory
subsidiary or equity investment audits incremental to the audit of the consolidated financial statements and general assistance with
the implementation of Section 404 of the Sarbanes-Oxley Act of 2002 and other SEC rules promulgated pursuant to the
Sarbanes-Oxley Act of 2002.

Tax fees These are fees for all professional services performed by professional staff in CCPT II s independent auditor s tax division,
except those services related to the audit of CCPT II s financial statements. These include fees for tax compliance, tax planning, and
tax advice, including federal, state and local issues. Services may also include assistance with tax audits and appeals before the IRS
and similar state and local agencies, as well as federal, state, and local tax issues related to due diligence.

All other fees These are fees for other permissible work performed that do not meet the above-described categories, including
assistance with internal audit plans and risk assessments.
Pre-Approval Policies

The audit committee charter imposes a duty on the audit committee to pre-approve all auditing services performed for CCPT II by its

independent auditors, as well as all permitted non-audit services (including the fees and terms thereof) in order to ensure that the provision of

such services does not impair the auditors independence. Unless a type of service to be provided by the independent auditors has received
general pre-approval, it will require specific pre-approval by the audit committee.

All requests for services to be provided by the independent auditor that do not require specific pre-approval by the audit committee will be
submitted to management and must include a detailed description of the services to be rendered. The executive officers of CCPT II will
determine whether such services are included within the list of services that have received the general pre-approval of the audit committee. The
audit committee will be informed on a timely basis of any such services rendered by the independent auditors.

Requests to provide services that require specific pre-approval by the audit committee will be submitted to the audit committee by both the
independent auditors and the principal financial officer, and must include a joint statement as to whether, in their view, the request is consistent
with the SEC s rules on auditor independence. The chairman of the audit committee has been delegated the authority to specifically pre-approve
de minimis amounts for services not covered by the general pre-approval guidelines. All amounts, other than such de minimis amounts, require
specific pre-approval by the audit committee prior to engagement of Deloitte & Touche. All amounts, other than de minimis amounts not subject
to pre-approval, specifically pre-approved by the chairman of the audit committee in accordance with this policy are to be disclosed to the full
audit committee at the next regularly scheduled meeting.

All services rendered by Deloitte & Touche for the years ended December 31, 2012 and 2011 were pre-approved in accordance with the policies
and procedures described above.

Report of the CCPT II Audit Committee

Pursuant to the audit committee charter adopted by the CCPT II Board, the audit committee s primary function is to assist the CCPT II Board in
fulfilling its oversight responsibilities by overseeing the independent auditors and reviewing the financial information to be provided to the
stockholders and others, the system of internal control over financial reporting that management has established and the audit and
financial-reporting process. The audit committee is composed of two independent directors. CCPT II s executive officers have the primary
responsibility for the financial statements and the reporting process, including the system of internal control over financial reporting.
Membership on the audit committee does not call for the professional training and technical skills generally associated with career professionals
in the field of accounting and auditing, and the
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members of the audit committee are not professionally engaged in the practice of accounting or auditing. The audit committee s role does not
provide any special assurance with regard to the financial statements of CCPT II, nor does it involve a professional evaluation of the quality of
the audits performed by the independent auditors. The audit committee relies in part, without independent verification, on information provided
to it and on representations made by management and the independent auditors that the financial statements have been prepared in conformity
with U.S. generally accepted accounting principles.

In this context, in fulfilling its oversight responsibilities, the audit committee reviewed the 2012 audited financial statements with CCPT II s
executive officers, including a discussion of the quality and acceptability of the financial reporting and controls of CCPT II.

The audit committee reviewed with Deloitte & Touche, which is responsible for expressing an opinion on the conformity of those audited
financial statements with U.S. generally accepted accounting principles, the matters required to be discussed by the Statement on Auditing
Standards No. 61, Professional Standards, as amended, and their judgments as to the quality and the acceptability of the financial statements and
such other matters as are required to be discussed by the applicable auditing standards as periodically amended (including significant accounting
policies, alternative accounting treatments and estimates, judgments and uncertainties). In addition, the audit committee has received the written
disclosures from the independent registered public accounting firm required by Public Company Accounting Oversight Board (United States),
which is referred to herein as PCAOB, Ethics and Independence Rule 3526, Communication with Audit Committees Concerning Independence
and discussed with the independent registered public accounting firm its independence within the meaning of the rules and standards of the
PCAOB and the securities laws and regulations administered by the SEC.

The audit committee discussed with Deloitte & Touche the overall scope and plans for the audit. The audit committee meets periodically with
Deloitte & Touche, with and without management present, to discuss the results of their examinations, their evaluations of internal controls and
the overall quality of the financial reporting of CCPT II.

In reliance on these reviews and discussions, the audit committee recommended to the CCPT II Board that the 2012 audited financial statements
of CCPT II be included in its Annual Report on Form 10-K for the year ended December 31, 2012 for filing with the SEC.

March 6, 2013 The Audit Committee of the Board of Directors:

Marcus E. Bromley (Chairman)
George N. Fugelsang
Report of Independent Directors

As independent directors of CCPT II, we have reviewed the policies followed by CCPT II and believe they are in the best interest of its
stockholders. The basis for this conclusion is summarized below.

CCPT II has developed a system of policies designed to enable CCPT II to achieve its goals and objectives, as outlined in CCPT II s charter.
These policies cover, among other things, investments in properties, tenant leases and profiles, allocation of investment opportunities, borrowing
and related party transactions.

CCPTII s primary investment objectives are to provide current income through the payment of cash distributions, and to preserve and return
investors capital contributions. CCPT II also seeks capital gains from its investments. Consistent with the foregoing, it is CCPT II s policy to
have the Advisor conduct a thorough evaluation of proposed investments including, when possible: physically inspecting each property and local
market; procuring and reviewing a property condition report, an environmental site assessment and an
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independent valuation estimate; and evaluating the lease, title commitment and survey. Consistent with CCPT II s strategy, CCPT II primarily
focuses on properties that are net leased to tenants in a variety of industries, with lease terms in excess of ten years. In addition, it is CCPT II s
policy to have the Advisor apply a well-established underwriting process to determine the creditworthiness of potential tenants, including
analyzing the financial condition of the tenant, data provided by credit rating services (when available) and other information. CCPT II also has
a policy designed to ensure that CCPT Il receives a fair allocation of suitable investment opportunities that become available to the investment
programs sponsored by Cole Real Estate Investments. Furthermore, CCPT II has established policies related to borrowing limits and related
party transactions. The foregoing policies are intended to minimize investment risks and provide greater stability as compared to other sectors of
the commercial real estate market.

We have reviewed the transactions between CCPT II and the Advisor and affiliates of the Advisor that occurred during the year ended December
31, 2012, which are described in Note 15 to the consolidated financial statements contained in this joint proxy statement/prospectus, and have
determined that these transactions are fair and reasonable to CCPT II and its stockholders. The Advisor and its affiliated companies are
considered to be related parties because they are wholly-owned indirectly by Christopher H. Cole, the Chairman of the Board of Directors, Chief
Executive Officer and President of CCPT IL

Marcus E. Bromley
George N. Fugelsang
Other CCPT II Information

CCPT Il is required, pursuant to its charter, to provide its stockholders the following information. CCPT II did not incur any costs of raising
capital during the year ended December 31, 2012; accordingly, its ratio of costs of raising capital to the capital raised was 0.00% for the year.
During the year ended December 31, 2012, CCPT II s total operating expenses (as defined in its charter) were approximately 0.57% of its
average invested assets and approximately 17.31% of its net income.

Transactions with Related Persons; Promoters and Certain Control Persons

Set forth below is a description of the transactions with affiliates. CCPT II believes that it has executed all of the transactions set forth below on
terms that are fair and reasonable to CCPT II and on terms no less favorable to it than those available from unaffiliated third parties.

Advisory Agreement

CCPT Il is party to an Advisory Agreement with the Advisor whereby the Advisor manages CCPT Il s day-to-day operations and identifies and
makes investments on its behalf. In return, CCPT II pays to the Advisor an annualized asset management fee equal to 0.25% of its aggregate
asset value and reimburses costs and expenses incurred by the Advisor in providing asset management services. Such fees and expenses
recorded for the year ended December 31, 2012 totaled $9.2 million. CCPT II also pays the Advisor up to 2.0% of the contract purchase price of
each property or asset that it acquires, along with reimbursement of acquisition expenses. Such payments for the year ended December 31, 2012
totaled $159,000, of which $142,000 were fees and $17,000 were reimbursement of acquisition expenses. CCPT II also pays to the Advisor a
financing coordination fee equal to 1.0% of the amount available under any debt financing that CCPT II obtains and uses for the acquisition of
properties and other investments. Such payments for the year ended December 31, 2012 totaled $1.4 million. CCPT II reimburses the expenses
incurred by the Advisor in connection with its provision of administrative services, including related personnel costs, subject to the limitation
that CCPT II does not reimburse the Advisor for any amount by which the operating expenses (including the asset management fee) at the end of
the four preceding fiscal quarters exceed the greater of (i) 2.0% of average invested assets, or (ii) 25.0% of net income other than any additions
to reserves for depreciation, bad debt or other similar non-cash reserves and excluding
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any gain from the sale of assets for that period. Such expenses recorded for the year ended December 31, 2012 totaled $1.4 million.
Additionally, for substantial assistance in connection with the sale of properties, CCPT II will pay the Advisor or its affiliates an amount equal to
up to one-half of the brokerage commission paid on the sale of property, not to exceed 2.0% of the contract price of each property sold;
provided, however, in no event may the real estate commissions paid to the Advisor, its affiliates and unaffiliated third parties exceed the lesser
of the competitive real estate commission or an amount equal to 6.0% of the contract sales price. During the year ended December 31, 2012, no
real estate commissions were paid to the Advisor and its affiliates.

Additionally, CCPT II is required to pay to the Advisor performance fees based on a percentage of proceeds or stock value upon CCPT II s sale
of assets or the listing of CCPT II common stock on a national securities exchange, but only if, in the case of CCPT II s sale of assets, its
investors have received a return of their net capital invested and an 8.0% annual cumulative, non-compounded return or, in the case of the listing
or quotation of its common stock, the market value of its common stock plus the distributions paid to its investors exceeds the sum of the total
amount of capital raised from investors plus the amount of distributions necessary to generate an 8.0% annual cumulative, non-compounded
return to investors. In the event of a sale of CCPT II s assets, after investors have received a return of their net capital invested and an 8.0%
annual cumulative, non-compounded return, then CCPT II will pay to the Advisor 10.0% of remaining net sale proceeds. Upon listing of the
CCPT II common stock on a national securities exchange, CCPT II will pay to the Advisor a fee equal to 10.0% of the amount, if any, by which
(1) the market value of CCPT II s outstanding stock plus distributions paid by CCPT II prior to listing, exceeds (2) the sum of the total amount of
capital raised from investors and the amount of distributions necessary to generate an 8.0% annual cumulative, non-compounded return to
investors. Pursuant to the Advisory Matters Agreement (see the section entitled Advisory and Property Management Matters Agreement
beginning on page 269), the Advisor and the Property Manager agreed to waive the fees described above in connection with the merger.

The Advisory Agreement has a one-year term expiring November 30, 2013, subject to an unlimited number of successive one-year renewals
upon mutual consent of the parties. CCPT II s independent directors are required to determine, at least annually, that the compensation to the
Advisor is reasonable in relation to the nature and quality of services performed and the investment performance of CCPT II and that such
compensation is within the limits set forth in CCPT II s charter. Upon termination of the Advisory Agreement, CCPT II may be required to pay
to the Advisor a performance fee similar to the performance fee described above if the Advisor would have been entitled to a subordinated
participation in net sale proceeds had the portfolio been liquidated (based on an independent appraised value of the portfolio) on the date of
termination.

Christopher H. Cole, CCPT II s chief executive officer, president and chairman of the CCPT II Board, indirectly owns 100% of the ownership
and voting interests of the Advisor. D. Kirk McAllaster, Jr., CCPT Il s executive vice president, chief financial officer and treasurer, is the
executive vice president and chief financial officer (REITs and Real Estate Funds) of the Advisor.

Property Management Agreement

CCPT Il is party to a Property Management Agreement with the Property Manager. Pursuant to the agreement, CCPT II will pay to the Property
Manager fees up to (i) 2.0% of gross revenues from CCPT II s single-tenant properties and (ii) 4.0% of gross revenues from its multi-tenant
properties, plus leasing commissions based upon the customary leasing commissions applicable to the geographic location of the property,
subject to certain limits. CCPT II also reimburses the Property Manager s costs of managing and leasing the properties. Such fees and expenses
recorded for the year ended December 31, 2012 totaled $8.2 million.

CCPT II s Property Management Agreement has a one-year term expiring November 30, 2013, subject to an unlimited number of successive
one-year renewals.
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Christopher H. Cole, CCPT II s chief executive officer, president and chairman of the CCPT II Board, indirectly owns 100% of the ownership
and voting interests of the Property Manager. D. Kirk McAllaster, Jr., CCPT II s executive vice president, chief financial officer and treasurer, is
the executive vice president, chief financial officer (REITs and Real Estate Funds) and treasurer of the Property Manager.

Adbvisory and Property Management Matters Agreement

In connection with the merger, the Advisor has waived any fees due upon the termination of its Existing Agreements (as defined in the section
entitled Advisory and Property Management Matters Agreement beginning on page 269) with CCPT II, including any listing fee, performance
fees, or any other fees that would be payable under the Existing Agreements with respect to the merger. Other than these waived fees, the
Advisor will continue to be paid the asset management, property management and other fees payable pursuant to the existing agreements,
calculated in a manner consistent with past practice, for services rendered during the period between the signing of the merger agreement and the
completion of the merger. For more information regarding the waiver of fees, see Advisory and Property Management Matters Agreement
beginning on page 269.

Certain Conflict Resolution Procedures

Every transaction that CCPT II enters into with the Advisor or the Advisor s affiliates will be subject to an inherent conflict of interest. The
CCPT II Board may encounter conflicts of interest in enforcing its rights against the Advisor or the Advisor s affiliates in the event of a default
by or disagreement with any of them, or in invoking powers, rights or options pursuant to any agreement between CCPT II and the Advisor or
any of the Advisor s affiliates.

In order to reduce or to eliminate certain potential conflicts of interest, CCPT II s charter contains a number of restrictions relating to
(1) transactions CCPT II enters into with the Advisor and the Advisor s affiliates and (2) allocation of investment opportunities among real estate
programs sponsored by Cole Real Estate Investments. These restrictions include, among others, the following:

CCPT II will not purchase or lease properties from its sponsor, the Advisor, any of its directors or any of their respective affiliates
unless a majority of the directors, including a majority of the independent directors, not otherwise interested in such transaction
determines that such transaction is fair and reasonable to CCPT II and at a price to CCPT II no greater than the cost of the property to
the seller or lessor, unless there is substantial justification for any amount that exceeds such cost and such excess amount is
determined to be reasonable. In no event will CCPT II acquire any property at an amount in excess of its current appraised value.
CCPT II will not sell or lease properties to its sponsor, the Advisor, any of its directors or any of their respective affiliates unless a
majority of the directors, including a majority of the independent directors, not otherwise interested in the transaction determines that
the transaction is fair and reasonable to CCPT II.

CCPT II will not make any loans to its sponsor, the Advisor, any of its directors or any of their respective affiliates, except that

CCPT II may make or invest in mortgage loans involving its sponsor, the Advisor, its directors or their respective affiliates,

provided, among other things, that an appraisal of the underlying property is obtained from an independent appraiser and the
transaction is approved by a majority of the directors, including a majority of the independent directors, not otherwise interested in
such transaction as fair and reasonable to CCPT II and on terms no less favorable to CCPT II than those available from unaffiliated
third parties. In addition, CCPT II s sponsor, the Advisor, any of its directors and any of their respective affiliates will not make loans
to CCPT II or to joint ventures in which CCPT Il is a joint venture partner unless approved by a majority of CCPT II s directors,
including a majority of the independent directors, not otherwise interested in the transaction as fair, competitive and commercially
reasonable, and no less favorable to CCPT II than comparable loans between unaffiliated parties.
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The Advisor and its affiliates will be entitled to reimbursement, at cost, for actual expenses incurred by them on behalf of CCPT II or
joint ventures in which CCPT Il is a joint venture partner; provided, however, the Advisor must reimburse CCPT II for the amount,
if any, by which CCPT II s total operating expenses, including the advisor asset management fee, paid during the immediately prior
four consecutive fiscal quarters exceeded the greater of: (i) 2% of its average invested assets for such year, or (ii) 25% of its net
income, before any additions to reserves for depreciation, bad debts or other similar non-cash reserves and excluding any gain from
the sale of its assets, for such year.
In the event that an investment opportunity becomes available that may be suitable for both CCPT II and one or more other real estate programs
sponsored by Cole Real Estate Investments, and for which more than one of such entities has sufficient uninvested funds, then the Advisor and
the advisors of the other programs, with oversight by their respective boards of directors, will examine the following factors, among others, in
determining the entity for which the investment opportunity is most appropriate:

the investment objective of each entity;

the anticipated operating cash flows of each entity and the cash requirements of each entity;

the effect of the acquisition both on diversification of each entity s investments by type of property, geographic area and tenant
concentration;

the amount of funds available to each program and the length of time such funds have been available for investment;

the policy of each entity relating to leverage of properties;

the income tax effects of the purchase to each entity; and

the size of the investment.
If, in the judgment of the Advisor, the investment opportunity may be equally appropriate for more than one program, then the entity that has
had the longest period of time elapse since it was offered an investment opportunity will first be offered such investment opportunity.

If a subsequent development, such as a delay in the closing of the acquisition or a delay in the construction of a property, causes any such
investment, in the opinion of the Advisor, to be more appropriate for an entity other than the entity that committed to make the investment, the
Advisor may determine that another program sponsored by Cole Real Estate Investments will make the investment. The CCPT II Board,
including the independent directors, has a duty to ensure that the method used for the allocation of the acquisition of properties by two or more
programs seeking to acquire similar types of properties is applied fairly to CCPT II.

CCPT II will not enter into any other transaction with its sponsor, the Advisor, any of its directors or any of their affiliates, including the
acceptance of goods or services from its sponsor, the Advisor, any of its directors or any of their affiliates, unless a majority of CCPT II s
directors, including a majority of the independent directors, not otherwise interested in the transaction approve such transaction as fair and
reasonable to CCPT II and on terms and conditions not less favorable to CCPT 1I than those available from unaffiliated third parties.

CCPT II s Management s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis should be read in conjunction with the consolidated financial statements and notes thereto included in this
joint proxy statement/prospectus. See also Cautionary Note Regarding Forward-Looking Statements.

Overview
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59

Table of Contents 97



Edgar Filing: Cole Credit Property Trust Il Inc - Form 424B3

Table of Conten

tenants located throughout the United States. CCPT II commenced its principal operations on September 23, 2005, when it issued the initial
486,000 shares of its common stock in CCPT II s initial offering. CCPT II has no paid employees and is externally advised and managed by the
Advisor. Commencing with its taxable year ended December 31, 2005, CCPT II has qualified as a REIT for federal income tax purposes, and
CCPT Il intends to continue to so qualify for its taxable year that includes the merger.

CCPT II s operating results and cash flows are primarily influenced by rental income from its commercial properties and interest expense on its
property indebtedness. Rental and other property income accounted for 92%, 90% and 89% of total revenue for the years ended December 31,
2012, 2011, and 2010, respectively. As 96% of CCPT II s rentable square feet was under lease as of December 31, 2012, with a weighted average
remaining lease term of 9.8 years, CCPT II believes its exposure to changes in commercial rental rates on its portfolio is substantially mitigated,
except for vacancies caused by tenant bankruptcies or other factors. The Advisor regularly monitors the creditworthiness of CCPT II s tenants by
reviewing the tenant s financial results, credit rating agency reports (if any) on the tenant or guarantor, the operating history of the property with
such tenant, the tenant s market share and track record within its industry segment, the general health and outlook of the tenant s industry
segment, and other information for changes and possible trends. If the Advisor identifies significant changes or trends that may adversely affect
the creditworthiness of a tenant, it will gather a more in-depth knowledge of the tenant s financial condition and, if necessary, attempt to mitigate
the tenant s credit risk by evaluating the possible sale of the property, or identifying a possible replacement tenant should the current tenant fail to
perform on the lease.

As of December 31, 2012, the debt leverage ratio of CCPT II s consolidated real estate assets, which is the ratio of debt to total gross real estate
and related assets, net of gross intangible lease liabilities, was 51%, with 12% of the debt, or $212.3 million, including $208.0 million in CCPT
II Revolving Loans outstanding under the CCPT II Credit Facility, subject to variable interest rates. Should CCPT II acquire additional
commercial real estate, it will be subject to changes in real estate prices and changes in interest rates on any refinancings or new indebtedness
used to acquire the properties. CCPT II may manage its risk of changes in real estate prices on future property acquisitions, if any, by entering
into purchase agreements and loan commitments simultaneously so that its operating yield is determinable at the time it enters into a purchase
agreement, by contracting with developers for future delivery of properties, or by entering into sale-leaseback transactions. CCPT II manages its
interest rate risk by monitoring the interest rate environment in connection with its future property acquisitions, if any, or upcoming debt
maturities to determine the appropriate financing or refinancing terms, which may include fixed rate loans, variable rate loans or interest rate
hedges. If CCPT Il is unable to acquire suitable properties or obtain suitable financing terms for future acquisitions or refinancing, its results of
operations may be adversely affected.

Recent Market Conditions and Portfolio Strategies

Beginning in late 2007, domestic and international financial markets experienced significant disruptions that were brought about in large part by
challenges in the world-wide banking system. These disruptions severely impacted the availability of credit and contributed to rising costs
associated with obtaining credit. Since 2010, the volume of mortgage lending for commercial real estate has been increasing and lending terms
have improved and they continue to improve; however, such lending activity continues to be significantly less than previous levels. Although
lending market conditions have improved, certain factors continue to negatively affect the lending environment, including the sovereign credit
issues of certain countries in the European Union. CCPT II has experienced, and may continue to experience, more stringent lending criteria,
which may affect its ability to finance certain property acquisitions or refinance its debt at maturity. For properties for which CCPT Il is able to
obtain financing, the interest rates and other terms on such loans may be unacceptable. Additionally, if CCPT II is able to refinance its existing
debt as it matures, such debt may be at lower leverage levels or at rates and terms which are less favorable than CCPT II s existing debt or, if
CCPT I elects to extend the maturity dates of the mortgage notes in accordance with any hyper-amortization provisions, the interest rates
charged to CCPT II will be higher, each of which may adversely affect CCPT II s results of operations and the distribution rate it is able
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to pay to its investors. CCPT II has managed, and expects to continue to manage, the current mortgage lending environment by utilizing
borrowings on the CCPT II Credit Facility, and considering alternative lending sources, including the securitization of debt, utilizing fixed rate
loans, short-term variable rate loans, assuming existing mortgage loans in connection with property acquisitions, or entering into interest rate
lock or swap agreements, or any combination of the foregoing.

The economic downturn led to high unemployment rates and a decline in consumer spending. These economic trends have adversely impacted

the retail and real estate markets by causing higher tenant vacancies, declining rental rates and declining property values. In 2011 and 2012, the
economy improved and continues to show signs of recovery. Additionally, the real estate markets have experienced an improvement in property
values, occupancy and rental rates; however, in many markets property values, occupancy and rental rates continue to be below those previously
experienced before the economic downturn. As of December 31, 2012, 96% of CCPT II s rentable square feet was under lease. During the year
ended December 31, 2012, CCPT II s percentage of rentable square feet under lease remained stable. However, if the recent improvements in
economic conditions do not continue, CCPT II may experience additional vacancies or be required to reduce rental rates on occupied space. The
Advisor is actively seeking to lease all of CCPT II s vacant space, however, as many retailers and other tenants have been delaying or eliminating
their store expansion plans, the amount of time required to re-lease a property has increased.

Application of Critical Accounting Policies

CCPT II s accounting policies have been established to conform with GAAP. The preparation of financial statements in conformity with GAAP
requires management to use judgment in the application of accounting policies, including making estimates and assumptions. These judgments
affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the dates of the financial statements and
the reported amounts of revenue and expenses during the reporting periods. If management s judgment or interpretation of the facts and
circumstances relating to various transactions had been different, it is possible that different accounting policies would have been applied, thus,
resulting in a different presentation of the financial statements. Additionally, other companies may utilize different estimates that may impact
comparability of CCPT II s results of operations to those of companies in similar businesses.

The critical accounting policies outlined below have been discussed with members of the audit committee of the CCPT II Board.
Investment in and Valuation of Real Estate and Related Assets

Real estate and related assets are stated at cost, less accumulated depreciation and amortization. Amounts capitalized to real estate and related
assets consist of the cost of acquisition, excluding acquisition related expenses, construction and any tenant improvements, major improvements
and betterments that extend the useful life of the real estate and related assets and leasing costs. All repairs and maintenance are expensed as
incurred.

CCPT Il is required to make subjective assessments as to the useful lives of its depreciable assets. CCPT II considers the period of future benefit
of each respective asset to determine the appropriate useful life of the assets. Real estate and related assets, other than land, are depreciated or
amortized on a straight-line basis. The estimated useful lives of CCPT II s assets by class are generally as follows:

Building 40 years
Tenant improvements Lesser of useful life or lease term
Intangible lease assets Lease term

CCPT II continually monitors events and changes in circumstances that could indicate that the carrying amounts of its real estate and related
assets may not be recoverable. Impairment indicators that it considers include, but are not limited to, bankruptcy or other credit concerns of a
property s major tenant, such as a history
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of late payments, rental concessions, and other factors, a significant decrease in a property s revenues due to lease terminations, vacancies,
co-tenancy clauses, reduced lease rates, or other circumstances. When indicators of potential impairment are present, CCPT II assesses the
recoverability of the assets by determining whether the carrying amount of the assets will be recovered through the undiscounted future cash
flows expected from the use of the assets and their eventual disposition. In the event that such expected undiscounted future cash flows do not
exceed the carrying amount, CCPT II will adjust the real estate and related assets to their respective fair values and recognize an impairment
loss. Generally, fair value is determined using a discounted cash flow analysis and recent comparable sales transactions.

CCPT II continually monitors certain properties for which it has identified impairment indicators. As of December 31, 2012, CCPT II had seven
properties with an aggregate book value of $46.7 million for which it assessed the recoverability of the carrying amounts. For six of these
properties, the undiscounted future cash flows expected as a result of the use of the real estate and related assets and the eventual disposition of
the assets, continued to exceed their carrying amount as of December 31, 2012. Should the conditions related to any of these, or any other
properties change, the underlying assumptions used to determine the expected undiscounted future cash flows may change and adversely affect
the recoverability of the respective real estate and related assets carrying amounts. CCPT II identified two properties during the year ended
December 31, 2012 and one property during the year ended December 31, 2010 with impairment indicators for which the undiscounted future
cash flows expected as a result of the use and eventual disposition of each of the real estate and related assets were less than the carrying amount
of the respective properties. As a result, CCPT II reduced the carrying amount of the real estate and related assets to their estimated fair value by
recognizing an impairment loss of $5.7 million during the year ended December 31, 2012 and $4.5 million during the year ended December 31,
2010. No impairment losses were recorded during the year ended December 31, 2011.

When developing estimates of expected future cash flows, CCPT II makes certain assumptions regarding future market rental income amounts
subsequent to the expiration of current lease agreements, property operating expenses, terminal capitalization and discount rates, the expected
number of months it takes to re-lease the property, required tenant improvements and the number of years the property will be held for
investment. The use of alternative assumptions in estimating expected future cash flows could result in a different determination of the property s
expected future cash flows and a different conclusion regarding the existence of an impairment, the extent of such loss, if any, as well as the fair
value of CCPT II s real estate and related assets.

When a real estate asset is identified by management as held for sale, CCPT II ceases depreciation and amortization of the assets related to the
property and estimate the fair value, net of selling costs. If, in management s opinion, the fair value, net of selling costs, of the asset is less than
the carrying amount of the asset, an adjustment to the carrying value would be recorded to reflect the estimated fair value of the property, net of
selling costs.

Allocation of Purchase Price of Real Estate and Related Assets

Upon the acquisition of real properties, CCPT II allocates the purchase price to acquired tangible assets, consisting of land, buildings and
improvements, and identified intangible assets and liabilities, consisting of the value of above market and below market leases and the value of
in-place leases, based in each case on their respective fair values. Acquisition related expenses are expensed as incurred. CCPT II utilizes
independent appraisals to assist in the determination of the fair values of the tangible assets of an acquired property (which includes land and
building). CCPT II obtains an independent appraisal for each real property acquisition. The information in the appraisal, along with any
additional information available to CCPT II, is used in estimating the amount of the purchase price that is allocated to land. Other information in
the appraisal, such as building value and market rents, may be used by CCPT II in estimating the allocation of purchase price to the building and
to intangible lease assets and liabilities. The appraisal firm has no involvement in CCPT II s allocation decisions other than providing this market
information.

The fair values of above market and below market lease values are recorded based on the present value (using a discount rate which reflects the
risks associated with the leases acquired) of the difference between
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(1) the contractual amounts to be paid pursuant to the in-place leases and (2) an estimate of fair market lease rates for the corresponding in-place
leases, which is generally obtained from independent appraisals, measured over a period equal to the remaining non-cancelable term of the lease
including any bargain renewal periods, with respect to a below market lease. The above market and below market lease values are capitalized as
intangible lease assets or liabilities, respectively. Above market lease values are amortized as a reduction to rental income over the remaining
terms of the respective leases. Below market leases are amortized as an increase to rental income over the remaining terms of the respective
leases, including any bargain renewal periods. In considering whether or not CCPT II expects a tenant to execute a bargain renewal option, it
evaluates economic factors and certain qualitative factors at the time of acquisition, such as the financial strength of the tenant, remaining lease
term, the tenant mix of the leased property, its relationship with the tenant and the availability of competing tenant space. If a lease is terminated
prior to its stated expiration, all unamortized amounts of above market or below market lease values relating to that lease would be recorded as
an adjustment to rental income.

The fair values of in-place leases include estimates of direct costs associated with obtaining a new tenant and opportunity costs associated with
lost rental and other property income, which are avoided by acquiring a property with an in-place lease. Direct costs associated with obtaining a
new tenant include commissions and other direct costs and are estimated, in part, by utilizing information obtained from independent appraisals
and management s consideration of current market costs to execute a similar lease. The intangible values of opportunity costs, which are
calculated using the contractual amounts to be paid pursuant to the in-place leases over a market absorption period for a similar lease, are
capitalized as intangible lease assets and are amortized to expense over the remaining term of the respective leases. If a lease were to be
terminated prior to its stated expiration, all unamortized amounts of in-place lease assets relating to that lease would be expensed.

CCPT II estimates the fair value of assumed mortgage notes payable based upon indications of current market pricing for similar types of debt
financing with similar maturities. Assumed mortgage notes payable are initially recorded at their estimated fair value as of the assumption date,
and the difference between such estimated fair value and the mortgage note s outstanding principal balance is amortized to interest expense over
the term of the respective mortgage note payable.

The determination of the fair values of the real estate and related assets and liabilities acquired requires the use of significant assumptions with
regard to the current market rental rates, rental growth rates, capitalization and discount rates, interest rates and other variables. The use of
alternative estimates may result in a different allocation of CCPT II s purchase price, which could impact its results of operations.

Investment in Direct Financing Leases

For real estate property leases classified as direct financing leases, the building portion of the leases are accounted for as direct financing leases,
while the land portion is accounted for as operating leases. For direct financing leases, CCPT II records an asset which represents (net
investment) that is determined by using the aggregate of the total amount of future minimum lease payments, the estimated residual value of the
leased property and the deferred incremental direct costs less unearned income. Income is recognized over the life of the lease to approximate a
level rate of return on the net investment. Residual values, which are reviewed quarterly, represent the estimated amount CCPT II expects to
receive at lease termination from the eventual disposition of the leased property. Actual residual values realized could differ from these
estimates. CCPT II evaluates the collectability of future minimum lease payments on each direct financing lease to determine collectability
primarily through the evaluation of payment history. CCPT II has not provided for an allowance of doubtful accounts based on the grouping of
direct financing leases because it believes the characteristics of each direct financing lease are not sufficiently similar to allow an evaluation as a
group for a possible allowance. As such, all of its direct financing leases are evaluated individually for the purpose of determining if an
allowance is needed. Any write-down of an estimated residual value is recognized as an impairment loss in the current period.
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Mortgage notes receivable consist of loans CCPT II acquired, which are secured by real estate properties. Mortgage notes receivable are
recorded at stated principal amounts net of any discount or premium and deferred loan origination costs or fees. The related discounts or
premiums on mortgage notes receivable purchased are amortized or accreted over the life of the related mortgage receivable. CCPT II defers
certain loan origination and commitment fees, and amortizes them as an adjustment of the mortgage notes receivable s yield over the term of the
related mortgage receivable. CCPT II evaluates the collectability of both interest and principal on each mortgage note receivable to determine
whether it is collectible, primarily through the evaluation of credit quality indicators such as underlying collateral and payment history. CCPT II
does not provide for an allowance for loan losses based on the grouping of loans as it believes the characteristics of the loans are not sufficiently
similar to allow for an evaluation of these loans as a group for a possible loan loss allowance. As such, all of CCPT II s loans are evaluated
individually for the purpose of determining if an allowance is needed. A mortgage note receivable is considered to be impaired, when based
upon current information and events, it is probable that CCPT II will be unable to collect all amounts due according to the existing contractual
terms. If a mortgage note receivable is considered to be impaired, the amount of loss is calculated by comparing the recorded investment to the
value determined by discounting the expected future cash flows at the mortgage note receivable s effective interest rate to the value of the
underlying collateral if the mortgage note receivable is collateral dependent. Interest income on performing mortgage note receivable is accrued
as earned. Interest income on impaired mortgage notes receivable is recognized on a cash basis.

Investment in Unconsolidated Joint Ventures

CCPT II did not have an investment in any unconsolidated joint ventures as of December 31, 2012. The investment in unconsolidated joint
venture as of December 31, 2011 consisted of CCPT II s non-controlling majority interest in a joint venture that owned a multi-tenant property in
Independence, Missouri, which was sold on September 28, 2012.

CCPT II accounted for the unconsolidated joint venture using the equity method of accounting as CCPT II had the ability to exercise significant
influence, but not control, over operating and financial policies of the venture. The equity method of accounting requires the investment to be
initially recorded at cost and subsequently adjusted for CCPT II s share of equity in the joint venture s earnings and distributions. CCPT Il is
required to determine whether an event or change in circumstances has occurred that may have a significant adverse effect on the fair value of its
investment in the joint venture. If an event or change in circumstance has occurred, CCPT II is required to evaluate the joint venture for potential
impairment and determine if the carrying amount of its investment exceeds its fair value. An impairment charge is recorded when an impairment
is deemed to be other than temporary. To determine whether an impairment is other-than-temporary, CCPT 1I considers whether it has the ability
and intent to hold the investment until the carrying amount is fully recovered. The evaluation of an investment in a joint venture for potential
impairment requires the Advisor to exercise significant judgment and to make certain assumptions. The use of different judgments and
assumptions could result in different conclusions. CCPT II recognizes gains or losses on the sale of interests in joint ventures to the extent the
economic substance of the transaction is a sale.

Revenue Recognition

Certain properties have leases where minimum rental payments increase during the term of the lease. CCPT II records rental income for the full
term of each lease on a straight-line basis. When CCPT II acquires a property, the terms of existing leases are considered to commence as of the
acquisition date for the purposes of this calculation. CCPT II defers the recognition of contingent rental income, such as percentage rents, until
the specific target that triggers the contingent rental income is achieved. Expected reimbursements from tenants for recoverable real estate taxes
and operating expenses are included in tenant reimbursement income in the period when such costs are incurred.
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CCPT Il elected to be taxed and has qualified as a REIT for federal income tax purposes under Sections 856 through 860 of the Code
commencing with its taxable year ended December 31, 2005. As a REIT, CCPT Il is required, among other things, to distribute at least 90% of
its taxable income (excluding capital gains) to its stockholders. In addition, CCPT II generally will not be subject to federal corporate income tax
to the extent it distributes its taxable income to its stockholders. REITSs are subject to a number of other organizational and operational
requirements. Even if CCPT II maintains its qualification for taxation as a REIT, it may be subject to certain state and local taxes on its income
and property, and federal income and excise taxes on its undistributed income.

Derivative Instruments and Hedging Activities

CCPT II accounts and reports for its derivative instruments, including certain derivative instruments embedded in other contracts, and for
hedging activities at fair value. Accounting for changes in the fair value of a derivative instrument depends on the intended use of the derivative
instrument and the designation of the derivative instrument. The change in fair value of the effective portion of the derivative instrument that is
designated as a hedge is recorded as other comprehensive income. The changes in fair value for derivative instruments that are not designated as
a hedge or that do not meet the hedge accounting criteria are recorded as a gain or loss to operations. Considerable judgment is necessary to
develop estimated fair values of financial assets and liabilities, and the determination of hedge effectiveness can involve significant estimates. If
CCPT Il incorrectly estimates the fair value of derivatives and hedge effectiveness, its net income could be impacted.

Results of Operations

CCPT II s results of operations are influenced by the timing of acquisitions and the operating performance of its real estate investments. The
following table shows the property statistics of CCPT II s consolidated real estate assets as of December 31, 2012, 2011, and 2010:

2012 2011 2010
Number of commercial properties 752 753 725
Approximate rentable square feet) 21.2 million 21.2 million 20.6 million
Percentage of rentable square feet leased 96% 96% 94%

(1) Including square feet of the buildings on land that are subject to ground leases.
The following table summarizes CCPT II s consolidated real estate investment activity during the years ended December 31, 2012, 2011, and
2010:

2012 2011 2010
Commercial properties acquired 1 28 310
Approximate purchase price of acquired properties $ 7.6 million $ 100.7 million $ 107.5 million
Approximate rentable square feet® 49,000 525,000 1.1 million

(1) Excludes two properties substituted for one property under a master lease agreement with one of CCPT II s tenants.
(2) Including square feet of the buildings on land that are subject to ground leases.
Year Ended December 31, 2012 Compared to the Year Ended December 31, 2011

Revenue. Revenue increased $3.6 million, or 1%, to $282.9 million for the year ended December 31, 2012, compared to $279.3 million for the
year ended December 31, 2011. CCPT II s revenue consisted primarily of rental and other property income from net leased commercial
properties, which accounted for 92% and 90% of total revenues during the years ended December 31, 2012 and 2011, respectively.
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Rental and other property income increased $8.1 million, or 3%, to $259.6 million for the year ended December 31, 2012, compared to $251.5
million for the year ended December 31, 2011. The increase was primarily due to the acquisition of 28 properties during the year ended
December 31, 2011 and one property acquired subsequent to December 31, 2011, combined with additional revenue from the expansion and
improvements to certain existing properties. CCPT II also pays certain operating expenses subject to reimbursement by the tenant. Tenant
reimbursement income decreased $1.8 million, or 10%, to $15.2 million for the year ended December 31, 2012, compared to $17.0 million for
the year ended December 31, 2011, primarily due to a change in CCPT II s expected reimbursements from tenants for recoverable real estate
taxes and operating expenses during the year ended December 31, 2012.

Earned income from direct financing leases remained constant at $1.9 million for the years ended December 31, 2012, and December 31, 2011.
CCPT II owned 13 properties accounted for as direct financing leases for each of the years ended December 31, 2012 and 2011.

Interest income on mortgage notes receivable remained relatively constant, decreasing $277,000, or 4%, to $6.1 million for the year ended
December 31, 2012, compared to $6.4 million for the year ended December 31, 2011, as CCPT II recorded interest income on mortgages
receivable on 69 amortizing mortgage notes receivable during each of the years ended December 31, 2012 and 2011. CCPT II expects interest
income to decrease in future periods as the proportion of principal payments received increases.

There was no interest income recorded on marketable securities during the year ended December 31, 2012, compared to $2.5 million for the year
ended December 31, 2011. The decrease was due to the sale of all of CCPT II s CMBS during the year ended December 31, 2011.

General and Administrative Expenses. General and administrative expenses remained relatively constant, increasing $41,000, or 1%, to $8.0
million for the year ended December 31, 2012, compared to $7.9 million for the year ended December 31, 2011. The primary general and
administrative expense items are escrow and trustee fees, operating expenses reimbursable to the Advisor, state franchise and income taxes,
professional fees, unused fees on CCPT II s line of credit, board of directors costs, insurance, and other licenses and fees.

Property Operating Expenses. Property operating expenses remained relatively constant, increasing $684,000, or 3%, to $23.4 million for the
year ended December 31, 2012, compared to $22.7 million for the year ended December 31, 2011. The primary property operating expense
items are property taxes, repairs and maintenance, property insurance and bad debt expense.

Property and Asset Management Expenses. Pursuant to the Advisory Agreement, as amended, CCPT Il is required to pay to the Advisor a
monthly asset management fee equal to one-twelfth of 0.25% of the aggregate valuation of our invested assets, as determined by the CCPT II
Board. Additionally, CCPT II reimburses costs incurred by the Advisor in providing asset management services, subject to certain limitations, as
set forth in the Advisory Agreement. Pursuant to the Property Management Agreement with the Property Manager, CCPT Il is required to pay to
the Property Manager a property management fee in an amount up to 2% of gross revenues received from each of its single-tenant properties and
up to 4% of gross revenues received from each of its multi-tenant properties, less all payments to third-party management subcontractors. CCPT
II reimburses the Property Manager s costs of managing and leasing the properties, subject to certain limitations as set forth in the Property
Management Agreement.

Property and asset management expenses increased $714,000, or 4%, to $17.7 million for the year ended December 31, 2012, compared to $17.0
million for the year ended December 31, 2011. Of this amount, property management expenses increased to $8.5 million for the year ended
December 31, 2012 from $8.1 million for the year ended December 31, 2011, and asset management expenses increased to $9.2 million for the
year ended December 31, 2012, from $8.9 million for the year ended December 31, 2011. These increases were primarily due to an increase in
property and asset management fees related to the acquisition of 28 properties throughout
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the year ended December 31, 2011 and one property acquired subsequent to December 31, 2011, combined with an increase in CCPT II s asset
base related to the CCPT Il Board s determination of the estimated share value of $9.35 as of July 27, 2011, compared to the previously
determined share value of $8.05.

Merger Related Expenses. CCPT Il recorded $5.8 million in merger related expenses for the year ended December 31, 2012. No merger related
expenses were recorded during the year ended December 31, 2011.

Acquisition Related Expenses. CCPT II recorded $233,000 in acquisition related expenses for the year ended December 31, 2012, compared to
$3.0 million recorded for the year ended December 31, 2011. During the year ended December 31, 2012 CCPT II acquired one property for $7.6
million, and during the year ended December 31, 2011 CCPT II acquired 28 properties for $100.7 million. Pursuant to the Advisory Agreement,
CCPT II pays an acquisition fee to the Advisor of 2% of the contract purchase price of each property or asset acquired. Acquisition related
expenses also include reimbursements to the Advisor for certain acquisition expenses as well as acquisition expenses CCPT II pays directly to
external parties incurred in the process of acquiring such property.

Depreciation and Amortization Expenses. Depreciation and amortization expenses remained relatively constant, increasing $992,000, or 1%, to
$89.2 million for the year ended December 31, 2012, compared to $88.2 million for the year ended December 31, 2011. The increase was
primarily related to depreciation and amortization on 28 properties acquired throughout the year ended December 31, 2011 and one property
acquired subsequent to December 31, 2011.

Impairment of Real Estate Assets. An impairment loss of $5.7 million was recorded relating to two properties during the year ended
December 31, 2012. There were no real estate impairment losses recorded during the year ended December 31, 2011.

Equity in Income of Unconsolidated Joint Ventures and Other Income. Equity in income of unconsolidated joint ventures and other income
increased $448,000, or 60%, to $1.2 million during the year ended December 31, 2012, compared to $749,000 during the year ended
December 31, 2011. The increase was primarily due to the sale of CCPT II s interest in one of its unconsolidated joint ventures, which was
operating at a loss throughout the prior year, on September 30, 2011.

Gain on Sale of Real Estate Assets and Property Condemnation. CCPT 1l recorded a $639,000 gain on the sale of real estate assets and property
condemnations for the year ended December 31, 2012 related primarily to the sale of two properties. CCPT II recorded a $92,000 gain related to
the condemnation of one property during the year ended December 31, 2011.

Gain on Sale of Marketable Securities. During the year ended December 31, 2011, CCPT Il recorded a gain on sale of marketable securities of
$15.6 million in connection with the sale of six CMBS. No similar transactions occurred during the year ended December 31, 2012.

Gain on Sale of Unconsolidated Joint Venture Interests. CCPT 1l recorded a gain on the sale of its interest in an unconsolidated joint venture of
$5.2 million during the year ended December 31, 2011. No gain was recorded on the sale of CCPT II s interest in an unconsolidated joint venture
during the year ended December 31, 2012.

Impairment of Investment in Unconsolidated Joint Venture. CCPT II recorded an impairment of $1.2 million related to an unconsolidated joint
venture during the year ended December 31, 2012. No impairment was recorded on CCPT II s investment in unconsolidated joint ventures during
the year ended December 31, 2011.

Interest Expense. Interest expense remained relatively constant, decreasing $223,000, or less than 1%, to $108.0 million for the year ended
December 31, 2012, compared to $108.2 million during the year ended
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December 31, 2011, primarily due to a decrease in the weighted average interest rate, which was partially offset by an increase of $14.9 million
in the average outstanding debt balance resulting from borrowings incurred to acquire 28 properties during the year ended December 31, 2011,
and one property subsequent to December 31, 2011.

Year Ended December 31, 2011 Compared to the Year Ended December 31, 2010

Revenue Revenue increased $10.1 million, or 4%, to $279.3 million for the year ended December 31, 2011, compared to $269.2 million for the
year ended December 31, 2010. CCPT II s revenue consisted primarily of rental and other property income from net leased commercial
properties, which accounted for 90% and 89% of total revenues during the years ended December 31, 2011 and 2010, respectively.

Rental and other property income increased $12.8 million, or 5%, to $251.5 million for the year ended December 31, 2011, compared to $238.7
million for the year ended December 31, 2010. The increase was primarily related to rental revenue from the acquisition of 28 new properties
subsequent to December 31, 2010, as well as an increase in CCPT II s occupancy rate from 94% to 96% during 2011. In addition, tenant
reimbursement income increased $3.0 million, or 21%, to $17.0 million for the year ended December 31, 2011, compared to $14.0 million for
the year ended December 31, 2010. The increase was primarily due to an increase in certain operating expenses related to these properties that
are subject to reimbursement by the tenant, primarily property tax expense and repairs and maintenance during year ended December 31, 2011.

Earned income from direct financing leases remained relatively constant, decreasing $125,000, or 6%, to $1.9 million for the year ended
December 31, 2011, compared to $2.1 million for the year ended December 31, 2010. CCPT II owned 13 properties accounted for as direct
financing leases for each of the years ended December 31, 2011 and 2010.

Interest income on mortgage notes receivable remained relatively constant, decreasing $236,000, or 4%, to $6.4 million for the year ended
December 31, 2011, compared to $6.7 million for the year ended December 31, 2010, as CCPT II recorded interest income on 69 amortizing
mortgage notes receivable during each of the years ended December 31, 2011 and 2010. CCPT II expects interest income to decrease in future
periods as the proportion of principal payments received increases.

Interest income on marketable securities decreased $5.2 million, or 68%, to $2.5 million for the year ended December 31, 2011, compared to
$7.7 million for the year ended December 31, 2010. The decrease was due to the sale of all of CCPT II s CMBS bonds during the first half of the
year ended December 31, 2011.

General and Administrative Expenses General and administrative expenses increased $954,000, or 14%, to $7.9 million for the year ended
December 31, 2011, compared to $7.0 million for the year ended December 31, 2010. The increase was primarily due to an increase in insurance
expense combined with higher unused fees on the CCPT II Credit Facility due to the increase in the size of the CCPT II Credit Facility from
$135 million to $350 million in December 2010. The primary general and administrative expense items are legal and accounting fees, insurance,
state franchise and income taxes, escrow and trustee fees, unused fees on the CCPT II Credit Facility, operating expenses reimbursable to the
Advisor, and other licenses and fees.

Property Operating Expenses Property operating expenses increased $2.4 million, or 12%, to $22.7 million for the year ended December 31,
2011, compared to $20.3 million for the year ended December 31, 2010. The increase was primarily due to an increase in property tax expense
of $1.5 million, which is subject to reimbursement, combined with an increase in repairs and maintenance expense of $1.0 million. The primary
property operating expense items are property taxes, repairs and maintenance, insurance and bad debt expense.

Property and Asset Management Expenses Pursuant to the Advisory Agreement, as amended, CCPT Il is required to pay to the Advisor a
monthly asset management fee equal to one-twelfth of 0.25% of the aggregate valuation of its invested assets, as determined by the CCPT II
Board. Additionally, CCPT II reimburses costs
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incurred by the Advisor in providing asset management services, subject to certain limitations, as set forth in the Advisory Agreement. Pursuant
to the Property Management Agreement, CCPT Il is required to pay to its Property Manager a property management fee in an amount up to 2%
of gross revenues received from each of its single-tenant properties and up to 4% of gross revenues received from each of its multi-tenant
properties, less all payments to third-party management subcontractors. CCPT II reimburses the Property Manager s costs of managing and
leasing the properties, subject to certain limitations as set forth in the Property Management Agreement.

Property and asset management expenses remained relatively constant, increasing $540,000, or 3%, to $17.0 million for the year ended
December 31, 2011, compared to $16.4 million for the year ended December 31, 2010. Of this amount, property management expenses
increased to $8.1 million for the year ended December 31, 2011 from $8.0 million for the year ended December 31, 2010, and asset management
expenses increased to $8.9 million for the year ended December 31, 2011, from $8.5 million for the year ended December 31, 2010, primarily
due to an increase in property and asset management fees related to 28 new properties acquired subsequent to December 31, 2010, combined
with property and asset management fees recorded for a full year on 31 properties acquired during the year ended December 31, 2010.

Acquisition Related Expenses Acquisition related expenses decreased $420,000, or 12%, to $3.0 million for the year ended December 31, 2011,
compared to $3.4 million for the year ended December 31, 2010. The decrease was a result of fewer acquisition related expenses recorded on 28
properties purchased during the year ended December 31, 2011 with an aggregate purchase price of $100.7 million compared to 31 properties
during the year ended December 31, 2010 with an aggregate purchase price of $107.5 million. Pursuant to the Advisory Agreement, CCPT II
pays an acquisition fee to the Advisor of 2% of the contract purchase price of each property or asset acquired. Acquisition related expenses also
include reimbursements to the Advisor for certain acquisition expenses as well as acquisition expenses CCPT II pays directly to external parties
incurred in the process of acquiring such property.

Depreciation and Amortization Expenses Depreciation and amortization expenses increased $3.0 million, or 4%, to $88.2 million for the year
ended December 31, 2011, compared to $85.2 million for the year ended December 31, 2010. The increase was primarily related to additional
depreciation and amortization recorded on 28 new properties acquired subsequent to December 31, 2010.

Impairment of Real Estate Assets There were no impairment losses recorded during the year ended December 31, 2011. An impairment loss of
$4.5 million was recorded relating to one property during the year ended December 31, 2010.

Equity in Income of Unconsolidated Joint Ventures and Other Income Equity in income of unconsolidated joint ventures and other income
decreased $341,000, or 31%, to $749,000 during the year ended December 31, 2011, compared to $1.1 million during the year ended

December 31, 2010. The decrease was primarily due to the sale of CCPT II s interest in one of its unconsolidated joint ventures on September 30,
2011.

Gain on Sale of Real Estate Assets and Property Condemnation CCPT Il recorded a $92,000 gain on the sale of real estate assets and property
condemnations for the year ended December 31, 2011 related to the condemnation of one property. CCPT II recorded no gains related to the sale
of real estate assets and property condemnation during the year ended December 31, 2010.

Gain on Sale of Marketable Securities During the year ended December 31, 2011, CCPT Il recorded a gain on sale of marketable securities of
$15.6 million in connection with the sale of all of its CMBS bonds. No similar transactions occurred during the year ended December 30, 2010.

Gain on Sale of Unconsolidated Joint Venture Interests During the year ended December 31, 2011, CCPT II recorded a gain on the sale of its
interest in an unconsolidated joint venture of $5.2 million. No similar transactions occurred during the year ended December 31, 2010.
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Interest Expense Interest expense increased $5.2 million, or 5%, to $108.2 million for the year ended December 31, 2011, compared to $103.0
million during the year ended December 31, 2010, primarily due to an increase of $80.1 million in the average outstanding debt balance.

Portfolio Information

Real Estate Portfolio

As of December 31, 2012, CCPT 1I directly owned 752 properties located in 45 states and the U.S. Virgin Islands, the gross rentable space of
which was 96% leased with a weighted average lease term remaining of 9.8 years. Of the leases related to these properties, 13 were classified as

direct financing leases.

As of December 31, 2012, CCPT II s five highest tenant concentrations, based on gross annualized rental revenue, were as follows:

2012 Gross
Annualized Percentage of
Leased Rental Revenue 2012 Gross
Total Number of Square (in Annualized
Tenant Leases Feet) Thousands) Rental Revenue
Walgreens drug store 70 1,011,529 $ 23,097 9%
Church s Chicken restaurant 1 244,231 14,056 6%
Academy Sports sporting goods 9 1,955,411 12,944 5%
Circle K convenience store 83 250,580 11,550 5%
CVS drug store 37 412,496 9,408 4%
200 3,874,247 $ 71,055 29%

(1) Including square feet of the buildings on land that is subject to ground leases.
As of December 31, 2012, CCPT II s five highest tenant industry concentrations, based on gross annualized rental revenue, were as follows:

2012 Gross
Annualized Percentage of
Leased Rental Revenue 2012 Gross
Total Number of Square (in Annualized
Tenant Leases Feet() Thousands) Rental Revenue
Specialty retail 203 4,626,991 $ 43,077 17%
Drugstore 128 1,690,979 38,568 15%
Restaurant 122 955,988 37,044 15%
Sporting goods 17 2,278,621 17,106 7%
Home improvement 13 1,616,529 13,256 5%
483 11,169,108 $ 149,051 59%

(1) Including square feet of the buildings on land that is subject to ground leases.
As of December 31, 2012, CCPT II s five highest geographic concentrations, based on gross annualized rental revenue, were as follows:
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Total Number of
Properties
166
23
63
23
64

339

70

Rentable
Square
Feet®

3,638,467

2,088,910

1,131,834

1,742,432

666,985

9,268,628

2012 Gross
Annualized
Rental Revenue
(in
Thousands)
$ 40,604
24,954
19,731
18,899
13,293

$ 117,481

Percentage of
2012 Gross
Annualized

Rental Revenue
16%

10%

8%

T%

5%

46%
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(1) Including square feet of the buildings on land that is subject to ground leases.
Mortgage Notes Receivable Portfolio

As of December 31, 2012, CCPT II owned two portfolios of mortgage notes receivable with a balance of $73.4 million consisting of 69
mortgage notes receivable, secured by 43 restaurant properties and 26 retail properties with a weighted average maturity of 7.7 years.

Funds From Operations and Modified Funds From Operations

Funds From Operations, referred to herein as FFO, is a non-GAAP financial performance measure defined by the National Association of Real
Estate Investment Trusts, referred to herein as NAREIT, and widely recognized by investors and analysts as one measure of operating
performance of a real estate company. The FFO calculation excludes items such as real estate depreciation and amortization, gains and losses on
the sale of depreciable real estate, impairments of depreciable real estate and impairments of joint ventures. Depreciation and amortization as
applied in accordance with GAAP implicitly assumes that the value of real estate assets diminishes predictably over time. Since real estate
values have historically risen or fallen with market conditions, it is CCPT II s management s view, and CCPT II believes the view of many
industry investors and analysts, that the presentation of operating results for real estate companies by using the historical cost method alone is
insufficient. In addition, FFO also excludes gains and losses from the sale of depreciable real estate, which CCPT II believes provides
management and investors with a helpful additional measure of the performance of CCPT II s real estate portfolio, as it allows for comparisons,
year to year, that reflect the impact on operations from trends in items such as occupancy rates, rental rates, operating costs, general and
administrative expenses and interest costs. FFO also excludes real estate impairments of depreciable real estate and impairments of joint
ventures that are attributable to measurable decreases in the fair value of depreciable real estate held by the venture. Impairment write-downs are
items that management does not include in its evaluation of the historical operating performance of CCPT II s real estate investments, as the
Advisor believes that the impact of these items will be reflected over time through changes in rental income or other related costs. CCPT 11
computes FFO in accordance with NAREIT s definition.

In addition to FFO, CCPT II uses Modified Funds From Operations, referred to herein as MFFO, as a non-GAAP supplemental financial
performance measure to evaluate the operating performance of CCPT II s real estate portfolio. MFFO, as defined by CCPT II, excludes from
FFO merger and acquisition related costs, which are required to be expensed in accordance with GAAP. In evaluating the performance of CCPT
IT s portfolio over time, the Advisor employs business models and analyses that differentiate the costs to merge or acquire investments from the
investments revenues and expenses. The Advisor believes that excluding merger and acquisition costs from MFFO provides investors with
supplemental performance information that is consistent with the performance models and analysis used by CCPT II s management, and provides
investors a view of the performance of CCPT II s portfolio over time, including after CCPT II ceases to acquire properties on a frequent and
regular basis. MFFO also allows for a comparison of the performance of CCPT II s portfolio with other REITs that are not currently engaging in
mergers or acquisitions, as well as a comparison of CCPT II s performance with that of other non-traded REITs, as MFFO, or an equivalent
measure, is routinely reported by non-traded REITs, and CCPT II believes often used by analysts and investors for comparison purposes.

For all of these reasons, CCPT II believes FFO and MFFO, in addition to net income and cash flows from operating activities, as defined by
GAAP, are helpful supplemental performance measures and useful in understanding the various ways in which the Advisor evaluates the
performance of CCPT II s real estate portfolio over time. However, not all REITs calculate FFO and MFFO the same way, so comparisons with
other REITs may not be meaningful. FFO and MFFO should not be considered as alternatives to net income or to cash flows from operating
activities, and are not intended to be used as a liquidity measure indicative of cash flow available to fund CCPT II s cash needs.
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MFFO may provide investors with a useful indication of CCPT II s future performance, particularly after its acquisition stage, and of the
sustainability of CCPT II s current distribution policy. However, because MFFO excludes acquisition expenses, which are an important
component in an analysis of the historical performance of a property, MFFO should not be construed as a historic performance measure. Neither
the SEC, NAREIT, nor any other regulatory body has evaluated the acceptability of the exclusions contemplated to adjust FFO in order to
calculate MFFO and its use as a non-GAAP financial performance measure.

CCPT I s calculation of FFO and MFFO, and reconciliation to net income, which is the most directly comparable GAAP financial measure, is
presented in the table below for the years ended December 31, 2012, 2011 and 2010, respectively (in thousands). FFO and MFFO are influenced
by the timing of acquisitions and the operating performance of CCPT II s real estate investments.

Year Ended December 31,
2012 2011 2010

NET INCOME $ 25,397 $ 53,809 $ 30430
Depreciation of real estate assets 60,890 59,782 56,615
Amortization of lease related costs 28,348 28,464 28,547
Depreciation and amortization of real estate assets in unconsolidated joint ventures 995 1,331 2,347
Impairment of real estate assets 5,742 4,500
Impairment of joint venture investment 1,156

Gain on sale of unconsolidated joint venture interests (5,162)

Gain on sale and condemnation of real estate assets (639) 92)

Funds from operations (FFO) 121,889 $ 138,132 $ 122,439
Acquisition related expenses 233 3,021 3,441
Merger related expenses 5,847

Modified funds from operations (MFFO) $ 127,969 $ 141,153 $ 125,880

Set forth below is additional information that may be helpful in assessing CCPT II s operating results:

During the year ended December 31, 2011, CCPT II sold six CMBS for $82.1 million, and realized a gain on the sale of $15.6
million, of which $14.7 million had previously been recorded in other comprehensive income. No sales of CMBS occurred during
the years ended December 31, 2012 and 2010.

In order to recognize rental income on a straight-line basis over the terms of the respective leases, CCPT II recognized additional
rental income by straight-lining rental income of $9.1 million, $11.0 million and $11.8 million during the years ended December 31,
2012, 2011 and 2010, respectively. In addition, related to CCPT II s unconsolidated joint ventures, straight-line revenue of $50,000,
$21,000 and $48,000 for the years ended December 31, 2012, 2011 and 2010, respectively, is included in equity in income of
unconsolidated joint ventures and other income on the consolidated statements of operations.

Amortization of deferred financing costs and amortization of fair value adjustments of mortgage notes assumed totaled $9.2 million,

$9.1 million and $8.4 million during the years ended December 31, 2012, 2011 and 2010, respectively. In addition, related to CCPT

II s unconsolidated joint ventures, amortization of deferred financing costs and amortization of fair value adjustments of mortgage

notes assumed totaled $26,000, $135,000 and $601,000 for the years ended December 31, 2012, 2011 and 2010 respectively, which

is included in equity in income of unconsolidated joint ventures and other income on the consolidated statements of operations.
Distributions

The CCPT II Board authorized a daily distribution, based on 366 days in the calendar year, of $0.001707848 per share (which equates to 6.25%
on an annualized basis calculated at the current rate, assuming a $10.00 per
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share purchase price, and an annualized return of approximately 6.68%, based on the July 27, 2011 estimate of the value of its shares of $9.35

per share) for stockholders of record as of the close of business on each day of the period, commencing on January 1, 2012 and ending on
December 31, 2012. In addition, the CCPT II Board authorized a daily distribution, based on 365 days in the calendar year, of $0.001712523 per
share (which equates to approximately 6.25% on an annualized basis calculated at the current rate, based on the original offering price of $10.00
per share, and an annualized distribution rate of approximately 6.61%, based on the January 23, 2013 estimate of the value of CCPT II s shares of
$9.45 per share) for stockholders of record as of the close of business on each day of the period commencing on January 1, 2013 and ending on
March 31, 2013.

During the years ended December 31, 2012 and 2011, CCPT II paid distributions of $131.4 million and $131.0 million, respectively, including
$57.0 million and $59.7 million, respectively, through the issuance of shares pursuant to the CCPT II DRIP offering. CCPT II s distributions for
the year ended December 31, 2012 were funded by net cash provided by operating activities of $118.4 million, or 90%, a portion of the net
proceeds in excess of CCPT II s investment from its prior year sale of marketable securities of $9.2 million, or 7%, principal payments from
mortgage notes receivable and real estate under direct financing leases of $3.6 million, or 3%, and proceeds from the CCPT II DRIP offering of
$233,000, or less than 1%. CCPT II s distributions for the year ended December 31, 2011 were funded by net cash provided by operating
activities of $114.4 million, or 87%, portion of the net proceeds in excess of our investment from the sale of marketable securities of $11.3
million, or 9%, proceeds from the DRIP offering of $3.0 million, or 2%, and return of capital from unconsolidated joint ventures of $2.3 million,
or 2%. Net cash provided by operating activities for the years ended December 31, 2012 and 2011, reflect a reduction for real estate acquisition
related expenses incurred and expensed of $233,000 and $3.0 million, respectively, in accordance with GAAP. CCPT 1I treats its real estate
acquisition expenses as funded by proceeds from the offering of CCPT II s shares, including proceeds from the CCPT II DRIP offering.
Therefore, for consistency, proceeds from the issuance of common stock for the years ended December 31, 2012 and 2011 have been reported as
a source of distributions to the extent that acquisition expenses have reduced net cash flows from operating activities.

On December 6, 2012, the CCPT 1I Board, including all of its independent directors, voted to suspend the CCPT II DRIP and the share
redemption program. Beginning with the distributions previously authorized by the CCPT II Board for the month of December 2012, which
were paid in January 2013, and continuing until such time as the CCPT II Board may approve the resumption of the CCPT II DRIP, all
distributions authorized by the CCPT II Board are to be paid to our stockholders in cash.

Share Redemptions

On December 6, 2012, the CCPT II Board, including all of the independent directors, voted to suspend the CCPT II s share redemption program.
When active CCPT II s share redemption program provides that CCPT II will redeem shares of CCPT II common stock from requesting
stockholders, subject to the terms and conditions of the share redemption program. During any calendar year, CCPT II will not redeem in excess
of 3% of the weighted average number of shares outstanding during the prior calendar year and the cash available for redemption is limited to
the proceeds from the sale of shares pursuant to the CCPT II DRIP offering. In addition, CCPT II will redeem shares of CCPT II common stock
on a quarterly basis, at the rate of approximately one-fourth of 3% of the weighted average number of shares outstanding during the prior
calendar year (including shares requested for redemption upon the death of a stockholder). Funding for redemptions for each quarter will be
limited to the net proceeds CCPT II receives from the sale of shares, during such quarter, from the CCPT II DRIP offering. As a result of the
suspension of the share redemption program in December 2012, all redemption requests received from stockholders during the fourth quarter of
2012 on or before December 6, 2012 and that were determined to be in good order on or before December 12, 2012 were honored in accordance
with the terms, conditions and limitations of the share redemption program. CCPT II did not process or accept any requests for redemption
received after December 6, 2012 and will not process or accept any future requests until such time as the CCPT II Board may approve
resumption of the share redemption program.
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Pursuant to the share redemption program, as amended, the redemption price per share is dependent on the length of time the shares are held and
the most recently disclosed estimated share value. As of December 31, 2012, the estimated share value was $9.35 per share, as determined by the
CCPT 11 Board on July 27, 2011. During the year ended December 31, 2012 CCPT Il received valid redemption requests pursuant to the share
redemption program, as amended, relating to approximately 19.5 million shares, including those requests unfulfilled and resubmitted from a
previous period, and requests relating to approximately 6.1 million shares were redeemed for $56.9 million at an average price of $9.32 per
share. The remaining redemption requests relating to approximately 13.4 million shares went unfulfilled, including those requests unfulfilled and
resubmitted from a previous period.

Liquidity and Capital Resources
General

CCPT II s principal demands for funds are for the payment of principal and interest on its outstanding indebtedness, operating and property
maintenance expenses and distributions to CCPT II stockholders. CCPT II may also acquire additional real estate and real estate related
investments. Generally, cash needs for payments of interest, operating and property maintenance expenses and distributions to stockholders will
be generated from cash flows from operations from CCPT II s real estate assets. The sources of CCPT Il s operating cash flows are primarily
driven by the rental income received from leased properties, interest income earned on mortgage notes receivable and interest income on CCPT
IT s cash balances. CCPT II expects to utilize available borrowings on the CCPT II Credit Facility and potential additional financings and
refinancings to repay CCPT II s outstanding indebtedness and complete possible future property acquisitions.

As of December 31, 2012, CCPT II had cash and cash equivalents of $21.4 million and available borrowings of $30.4 million under the CCPT II
Credit Facility. Additionally, as of December 31, 2012, CCPT II had unencumbered properties with a gross book value of $1.0 billion, including
$636.1 million of assets that are part of the CCPT II Credit Facility s unencumbered borrowing base, referred to herein as the Borrowing Base
Assets, which may be used as collateral to secure additional financing in future periods or as additional collateral to facilitate the refinancing of
current mortgage debt as it becomes due, subject to certain covenants and leverage and borrowing base restrictions related to the CCPT II Credit
Facility; however, the use of any Borrowing Base Assets as collateral would reduce the available borrowings under the CCPT II Credit Facility.

Short-term Liquidity and Capital Resources

On a short-term basis, CCPT II s principal demands for funds will be for operating expenses, distributions to stockholders and interest and
principal on current and any future debt financings. CCPT II expects to meet its short-term liquidity requirements through available cash, cash
provided by property operations, the issuance of new mortgage notes on unencumbered assets and borrowings from the CCPT II Credit Facility.
As of December 31, 2012, CCPT II had $319.1 million under the CCPT II Credit Facility maturing within the next 12 months, which CCPT II
expects to be repaid or refinanced in connection with or subsequent to the merger. If the merger is not completed, CCPT II will seek to refinance
amounts outstanding under the CCPT II Credit Facility.

Long-term Liquidity and Capital Resources

CCPT II expects to meet its long-term liquidity requirements through proceeds from secured or unsecured financings from banks and other
lenders, the selective and strategic sale of properties and net cash flows from operations. CCPT II expects that its primary uses of capital will be
for property and other asset acquisitions and the payment of tenant improvements, operating expenses, including debt service payments on any
outstanding indebtedness, and distributions to CCPT II stockholders.

CCPT II expects that substantially all cash flows from operations will be used to pay distributions to CCPT II stockholders after certain capital
expenditures, including tenant improvements and leasing commissions, are paid; however, CCPT II may use other sources to fund distributions
as necessary, including borrowing on the
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CCPT II Credit Facility and/or borrowings in anticipation of future cash flow. To the extent that cash flows from operations are lower due to
lower than expected returns on the properties or CCPT II elects to retain cash flows from operations to make additional real estate investments or
reduce its outstanding debt, distributions paid to CCPT II stockholders may be lower.

CCPT II expects that substantially all net cash resulting from debt financing will be used to fund acquisitions, for certain capital expenditures
identified at acquisition, for repayments of outstanding debt, or for any distributions to stockholders in excess of cash flows from operations.

As of December 31, 2012, CCPT 1II had issued approximately 231.2 million shares of CCPT II common stock in the offerings resulting in gross
proceeds of $2.3 billion. As of December 31, 2012, CCPT II had redeemed a total of approximately 22.6 million shares of common stock for a
cost of $206.1 million. Redemption requests relating to approximately 13.4 million shares that were received during the year ended

December 31, 2012 went unfulfilled.

As of December 31, 2012, CCPT II had $1.8 billion of debt outstanding, consisting of (1) $1.4 billion of CCPT II Fixed Rate Debt, which
includes $77.6 million of variable rate debt swapped to fixed rates, (2) $4.3 million of CCPT II Variable Rate Debt and (3) $319.1 million
outstanding under the CCPT II Credit Facility, which includes $111.1 million swapped to a fixed rate. The CCPT II Fixed Rate Debt has annual
interest rates ranging from 3.15% to 7.22%, with a weighted average annual interest rate of 5.68%, and various maturity dates ranging from
September, 2014 through August, 2031. The CCPT II Variable Rate Debt has an annual interest rate of LIBOR plus 275 basis points, and
matures in September, 2014. As of December 31, 2012, the weighted average interest rate in effect for the CCPT II Revolving Loans under the
CCPT II Credit Facility was 3.71% and the CCPT II Term Loan was fixed at a rate of 4.94% per annum based on CCPT II s overall leverage
levels. Additionally, the ratio of debt to gross real estate and related assets net of gross intangible lease liabilities, as of December 31, 2012, was
51% and the weighted average years to maturity was 3.6 years. CCPT II s contractual obligations as of December 31, 2012 were as follows (in
thousands):

Payments due by period 2

Less Than More Than
1 5
Total Year 1-3 Years 3-5 Years Years

Principal payments fixed rate dets! $ 1,442,354 $ 5,142 $331,924 $ 916,277 $ 189,011
Interest payments fixed rate detst 345,337 82,574 156,321 87,128 19,314
Principal payments variable rate debt 4,250 4,250
Interest payments variable rate det? 222 125 97
Principal payments credit facility 319,111 319,111
Interest payments credit facilit§)©® 12,776 12,776
Total $ 2,124,050 $ 419,728 $492,592 $ 1,003,405 $ 208,325

(1) The table above does not include amounts due to the Advisor or its affiliates pursuant to the Advisory Agreement because such
amounts are not fixed and determinable.

(2) Principal pay down amounts are included in payments due by period.

(3) Principal payment amounts reflect actual payments based on face amount of notes payable. As of December 31, 2012, the fair value
adjustment, net of amortization, of mortgage notes assumed was $8.4 million.

(4) Asof December 31,2012, CCPT II had $188.7 million of CCPT II Variable Rate Debt and CCPT II Credit Facility borrowings fixed
through the use of interest rate swaps. CCPT II used the fixed rates under the swap agreement to calculate the debt payment obligations in
future periods.

(5) Arate of 2.96% was used to calculate the variable debt payment obligations in future periods. This was the rate effective as of
December 31, 2012.

(6) Payment obligations for the CCPT II Term Loan and CCPT II Revolving Loans outstanding under the CCPT II Credit Facility calculated
based on interest rates of 4.94% and 3.71%, respectively, in effect as of December 31, 2012.
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CCPT II charter prohibits CCPT II from incurring debt that would cause CCPT II s borrowings to exceed the greater of 60% of its gross assets,
valued at the greater of the aggregate cost (before depreciation and other non-cash reserves) or fair value of all assets owned by CCPT II, unless
approved by a majority of its independent directors and disclosed to CCPT II s stockholders in its next quarterly report.

Cash Flow Analysis
Year Ended December 31, 2012 Compared to the Year Ended December 31, 2011

Operating Activities. Net cash provided by operating activities increased $3.9 million, or 3%, to $118.4 million for the year ended December 31,
2012, compared to $114.4 million for the year ended December 31, 2011. The increase was primarily due to a net change in CCPT IT s working
capital accounts of $2.8 million and an increase in net income before non-cash adjustments for depreciation, amortization, bad debt expense,
impairments, gains on sale of marketable securities and real estate assets and unconsolidated joint ventures of $1.1 million for the year ended
December 31, 2012 compared to December 31, 2011. See  Results of Operations for a more complete discussion of the factors impacting CCPT
I s operating performance.

Investing Activities. Net cash provided by investing activities increased $29.5 million to $11.2 million for the year ended December 31, 2012,
compared to net cash used in investing activities of $18.3 million for the year ended December 31, 2011. The increase was primarily a result of
less cash used for investments in real estate and related assets as CCPT II made one real estate acquisition with a purchase price of $7.6 million
during the year ended December 31, 2012, compared to the acquisition of 28 properties for a total purchase price of $100.7 million during the
year ended December 31, 2011. Additionally, CCPT II used cash of $15.0 million for capital expenditures during the year ended December 31,
2012, compared with $20.9 million during the year ended December 31, 2011. CCPT II received $28.6 million in proceeds from the sale of real
estate assets and CCPT II s interest in an unconsolidated joint venture during the year ended December 31, 2012 compared to proceeds of
$19.0 million from the sale of real estate assets and its interest in an unconsolidated joint venture during the year ended December 31, 2011.
These amounts were partially offset by a decrease in proceeds from sale of marketable securities of $82.1 million, as no sales of marketable
securities occurred during the year ended December 31, 2012.

Financing Activities. Net cash used in financing activities increased $72.7 million, or 82%, to $161.4 million for the year ended December 31,
2012 compared to $88.7 million for the year ended December 31, 201 1. During the year ended December 31, 2012, CCPT II s loan activity
resulted in net repayments of $12.2 million and during the year ended December 31, 2011 CCPT II s loan activity resulted in net borrowings of
$38.2 million, combining for an increase in cash used for mortgage notes payable, the CCPT II Credit Facility and the repurchase agreement of
$50.3 million, referred to herein as the CCPT II Repurchase Agreement. Additionally, the increase in net cash used in financing activities was
due to an increase in cash used for the redemptions of common stock of $18.7 million and an increase in distributions to investors of $3.0
million for the year ended December 31, 2012 compared to the year ended December 31, 2011.

Year Ended December 31, 2011 Compared to the Year Ended December 31, 2010

Operating Activities. Net cash provided by operating activities increased $8.8 million, or 8%, to $114.4 million for the year ended December 31,
2011, compared to $105.6 million for the year ended December 31, 2010. The increase was primarily due to an increase in net income before
non-cash adjustments for depreciation, amortization, accretion, and impairment of $25.7 million, combined with an increase in the change in
accounts payable and accrued expenses of $4.8 million for the year ended December 31, 2011 compared to December 31, 2010. These increases
were offset by a gain on the sale of marketable securities of $15.6 million and a gain on the sale of a joint venture interest of $5.2 million for the
year ended December 31, 2011.

Investing Activities. Net cash used in investing activities decreased $91.9 million, or 83%, to $18.3 million for the year ended December 31,
2011 compared to $110.2 million for the year ended December 31, 2010. The decrease was primarily related to proceeds of $82.1 million
received from the sale of marketable securities,
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combined with net proceeds of $18.8 million received from the sale of CCPT II s interests in an unconsolidated joint venture during the year
ended December 31, 2011. No such sales occurred during the year ended December 31, 2010. The increase from sale proceeds was partially
offset by an increase in the acquisition of real estate and related assets of $5.8 million combined with an increase in restricted cash of $4.7
million during the year ended December 31, 2011.

Financing Activities. Net cash used in financing activities increased $110.7 million to $88.7 million for the year ended December 31, 2011,
compared to net cash provided by financing activities of $22.0 million for the year ended December 31, 2010. The increase in cash used was
primarily due to a decrease in proceeds from mortgage notes payable, the CCPT II Credit Facility and the CCPT II Repurchase Agreement of
$197.5 million combined with an increase in cash used for the redemptions of common stock of $31.0 million during the year ended
December 31, 2011 compared to December 31, 2010. These amounts were partially offset by a decrease of $117.5 million in outstanding
amounts repaid under the mortgage notes payable, the CCPT II Credit Facility and the CCPT II Repurchase Agreement for the year ended
December 31, 2011 compared to the year ended December 31, 2010.

Election as a REIT

CCPT Il is taxed as a REIT under the Code. In order to maintain its qualification as a REIT, CCPT II must continue to meet certain requirements
relating to its organization, sources of income, nature of assets, distributions of income to CCPT II stockholders and recordkeeping. As a REIT,
CCPT II generally is not subject to federal income tax on taxable income that it distributes to its stockholders so long as CCPT II distributes at
least 90% of its annual taxable income (computed without regard to the dividends paid deduction and excluding net-capital gains).

If CCPT 1I fails to maintain its qualification as a REIT for any reason in a taxable year and applicable relief provisions do not apply, CCPT II
will be subject to tax, including any applicable alternative minimum tax, on its taxable income at regular corporate rates. CCPT II will not be
able to deduct distributions paid to CCPT II stockholders in any year in which CCPT II fails to maintain its qualification as a REIT. CCPT 1l

also will be disqualified for the four taxable years following the year during which it lost its qualification unless CCPT II is entitled to relief
under specific statutory provisions. Such an event could materially adversely affect CCPT II s net income and net cash available for distribution
to stockholders. However, CCPT II believes that it is organized and operates in such a manner as to maintain its qualification as a REIT for
federal income tax purposes. No provision for federal income taxes has been made in CCPT II s accompanying consolidated financial statements
in this joint proxy statement/prospectus. CCPT II is subject to certain state and local taxes related to the operations of properties in certain
locations, which have been provided for in the accompanying consolidated financial statements.

Inflation

CCPT Il is exposed to inflation risk as income from long-term leases is the primary source of its cash flows from operations. There are

provisions in certain of CCPT II s tenant leases that are intended to protect CCPT II from, and mitigate the risk of, the impact of inflation. These
provisions include rent steps and clauses enabling CCPT II to receive payment of additional rent calculated as a percentage of the tenants gross
sales above pre-determined thresholds. In addition, most of CCPT II s leases require the tenant to pay all or a majority of the property s operating
expenses, including real estate taxes, special assessments and sales and use taxes, utilities, insurance and building repairs. However, because of
the long-term nature of leases for real property, such leases may not re-set frequently enough to adequately offset the effects of inflation.

Commitments and Contingencies

CCPT II may be subject to certain commitments and contingencies with regard to certain transactions. Refer to Note 14 to CCPTII s
consolidated financial statements in this joint proxy statement/prospectus for further explanations.
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Related-Party Transactions and Agreements

CCPT II has entered into agreements with the Advisor and its affiliates, whereby CCPT II has paid, and may continue to pay, certain fees to, or
reimburse certain expenses of, the Advisor or its affiliates such as acquisition and advisory fees and expenses, financing coordination fees,
organization and offering costs, sales commissions, dealer manager fees, asset and property management fees and expenses, leasing fees, real
estate commissions and reimbursement of certain operating costs. See Note 15 to CCPT II s consolidated financial statements in this joint proxy
statement/prospectus for a further explanation of the various related-party transactions, agreements and fees.

Impact of Recent Accounting Pronouncements

There have been no accounting pronouncements issued, but not yet applied by CCPT 11, that will significantly impact CCPT II s financial
statements. Refer to Note 3 to CCPT II s consolidated financial statements included in this joint proxy statement/prospectus for further
explanations.

Off Balance Sheet Arrangements

As of December 31, 2012 and 2011, CCPT II had no material off-balance sheet arrangements that had or are reasonably likely to have a current
or future effect on its financial condition, results of operations, liquidity or capital resources.

Quantitative and Qualitative Disclosures about Market Risk

CCPT II has obtained variable rate debt financing to fund certain property acquisitions, and therefore CCPT Il is exposed to changes in LIBOR
and a bank s prime rate. CCPT II s objectives in managing interest rate risks will be to limit the impact of interest rate changes on operations and
cash flows, and to lower overall borrowing costs. To achieve these objectives CCPT II will borrow primarily at interest rates with the lowest
margins available and, in some cases, with the ability to convert variable interest rates to fixed rates. CCPT II has entered, and may to continue

to enter, into derivative financial instruments, such as interest rate swaps and caps in order to mitigate its interest rate risk on a given variable

rate financial instrument. CCPT II has not entered, and do not intend to enter, into derivative or interest rate transactions for speculative

purposes. CCPT II may also enter into rate lock arrangements to lock interest rates on future borrowings. CCPT II may be exposed to credit and
market risks including, but not limited to, the failure of any counterparty to perform under the terms of the derivative contract or the adverse
effect on the value of the financial instrument resulting from a change in interest rates.

As of December 31, 2012, $212.3 million of the $1.8 billion outstanding on notes payable and the CCPT II Credit Facility was subject to
variable interest rates. The CCPT II Revolving Loans under the CCPT II Credit Facility bore interest at a weighted average rate of 3.71%. The
remaining variable rate debt bore interest at the one-month LIBOR plus 275 basis points. As of December 31, 2012, an increase of 50 basis
points in interest rates would result in a change in interest expense of $1.1 million per year, assuming all of CCPT II s derivatives remain
effective hedges.

As of December 31, 2012, CCPT 1II had four interest rate swap agreements outstanding, which mature on various dates from November 2013
through March 2016, with an aggregate notional amount under the swap agreements of $188.7 million and an aggregate net fair value of $(2.2)
million. The fair value of these interest rate swap agreements is dependent upon existing market interest rates and swap spreads. As of
December 31, 2012, an increase of 50 basis points in interest rates would result in an increase to the fair value of these interest rate swaps of $1.3
million. These interest rate swaps were designated as hedging instruments.

CCPT II does not have any foreign operations and thus CCPT II is not exposed to foreign currency fluctuations.
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Description of Spirit s Business

Spirit is a Maryland corporation incorporated on August 14, 2003 and organized to operate as a self-administered and self-managed REIT. Spirit
became a public company in December 2004 and was subsequently taken private in August 2007 by a consortium of private investors. On
September 25, 2012, Spirit completed an initial public offering of 33.4 million shares of common stock (including shares issued on October 1,
2012 pursuant to the underwriters option to purchase additional shares).

Spirit s objective is to maximize stockholder value by seeking superior risk-adjusted returns, with an emphasis on stable rental revenue. Spirit
generates its revenue primarily by leasing its properties to its tenants. Spirit primarily invests in single-tenant, operationally essential real estate
throughout the United States that is leased on a long-term, triple-net basis primarily to tenants engaged in retail, service and distribution
industries. Single-tenant, operationally essential real estate consists of properties that are generally free-standing, commercial real estate

facilities where Spirit s tenants conduct retail, service or distribution activities that are essential to the generation of their sales and profits. Under
a triple-net lease, the tenant is typically responsible for all improvements and is contractually obligated to pay all property operating expenses,
such as real estate taxes, insurance premiums and repair and maintenance costs. In support of Spirit s primary business of owning and leasing real
estate, Spirit has also strategically originated or acquired long-term, commercial mortgage and equipment loans. Spirit views its operations as

one segment consisting of triple-net leases.

As of December 31, 2012, Spirit s undepreciated gross investment in real estate and loans totaled approximately $3.65 billion, representing
investment in 1,207 properties, including properties securing its mortgage loans. Of this amount, 98.6% consisted of Spirit s gross investment in
real estate, representing ownership of 1,122 properties, and the remaining 1.4% consisted of commercial mortgage and equipment loans
receivable secured by the remaining 85 properties or other related assets. As of December 31, 2012, Spirit s owned properties were
approximately 98.8% occupied (based on number of properties), and its leases had a weighted average non-cancelable remaining lease term
(based on annual rent) of approximately 11.1 years. Spirit s leases are generally long-term, with non-cancelable initial terms typically of 15 to 20
years and tenant renewal options for additional terms. As of December 31, 2012, approximately 96% of Spirit s leases (based on annual rent)
provided for increases in future annual base rent.

Spirit s portfolio of 1,122 owned properties was leased to approximately 165 tenants as of December 31, 2012. In February 2012, two of Spirit s
general merchandising tenants, Shopko Stores Operating Co., LLC, referred to herein as Shopko, and Pamida Stores Operating Co. LLC,

referred to herein as Pamida, completed a merger. As a result, the combined company, referred to herein as Shopko/Pamida, contributed 29.4%
of Spirit s annual rent as of December 31, 2012. Spirit leases 181 properties to Shopko/Pamida, 179 of which are leased pursuant to three master
leases that, as of December 31, 2012, had a weighted average non-cancelable remaining lease term of approximately 12.8 years.
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Spirit s tenants operate in 18 different industries, which are as follows:

Spirit s properties are geographically diversified across 47 states, with only 4 states contributing more than 5.0% of its annual rent. The diversity
of Spirit s portfolio has contributed to its stable occupancy. As of December 31, 2012, 2011, 2010, 2009 and 2008, Spirit s occupancy rate (based
on number of properties) was 98.8%, 98.4%, 96.3%, 99.4%, and 99.0%, respectively.

Spirit s common stock is listed on the NYSE and it currently trades under the symbol SRC.
Investment Policies
Investments in Real Estate or Interests in Real Estate

Spirit conducts all of its investment activities through the Spirit Partnership and its subsidiaries. Spirit s objective is to maximize stockholder
value by seeking superior risk-adjusted returns, with an emphasis on stable rental revenue, by investing primarily in operationally essential real
estate leased on a long-term, triple-net basis.

Spirit pursues its objective primarily through the ownership by the Spirit Partnership of Spirit s existing properties and other acquired properties
and assets. Spirit invests primarily in single-tenant, operationally essential real estate. Spirit s strategy emphasizes a portfolio that (1) derives no
more than 10% of its annual rent from any single tenant or more than 2.5% of its annual rent from any single property, (2) is leased to tenants
operating in various industries and (3) is located across the United States without significant geographic concentration. While Spirit considers
the foregoing when making investments, Spirit has opportunistically made investments in the past that do not meet one or more of these criteria,
and Spirit may make additional investments that do not meet one or more of these criteria if Spirit believes the opportunity is sufficiently
attractive. Spirit conducts its investment activities in a manner that is consistent with the maintenance of Spirit s status as a REIT
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for federal income tax purposes. In addition, Spirit may purchase assets for long-term investment, expand and improve the properties Spirit
presently owns or other acquired properties, or sell such properties, in whole or in part, when circumstances warrant.

Spirit may also participate with third parties in property ownership, through joint ventures or other types of co-ownership. These types of
investments may permit Spirit to own interests in larger assets without unduly reducing Spirit s diversification and, therefore, provide Spirit with
flexibility in structuring its portfolio. Spirit will not, however, enter into a joint venture or other partnership arrangement to make an investment
that would not otherwise meet Spirit s investment policies.

Equity investments in acquired properties may be subject to existing mortgage financing and other indebtedness or to new indebtedness which
may be incurred in connection with acquiring or refinancing these properties. Debt service on such financing or indebtedness will have a priority
over any dividends with respect to Spirit common stock. Investments are also subject to Spirit s policy not to be treated as an investment
company under the Investment Company Act of 1940, as amended, referred to herein as the 1940 Act.

Investments in Real Estate Mortgages

While Spirit s current portfolio primarily consists of, and Spirit s business strategies emphasize, equity investments in single-tenant, operationally
essential real estate, Spirit may invest in mortgages, other types of real estate interests and equipment and other loans in a manner that is

consistent with Spirit s qualification as a REIT. Spirit has strategically originated or acquired long-term, commercial mortgage and equipment
loans to provide financing solutions to Spirit s tenants. As of December 31, 2012, of Spirit s total investment portfolio, 98.6% represented Spirit s
gross investment in properties that Spirit owns and the remaining 1.4% represented mortgages, equipment and other loans receivable. Spirit may
further invest in mortgages, equipment and other loans receivable and there is no restriction on the proportion of Spirit s assets that may be
invested in a type of asset or any single asset. However, Spirit does not intend to have more than 5% of its portfolio invested in mortgages,
equipment and other loans. Investments in mortgages, equipment and other loans run the risk that one or more borrowers may default under the
loans and that the collateral securing those loans may not be sufficient to enable Spirit to recoup its full investment.

Securities of or Interests in Persons Primarily Engaged in Real Estate Activities and Other Issuers

Subject to the percentage of ownership limitations and the income and asset tests necessary for REIT qualification, Spirit may invest in securities
of other REITs, other entities engaged in real estate activities or securities of other issuers, including for the purpose of exercising control over
such entities. Spirit does not intend that its investments in securities will require it to register as an investment company under the 1940 Act, and
Spirit would intend to divest such securities before any such registration would be required.

Investments in Other Securities
Other than as described above, Spirit does not invest in any additional securities such as bonds, preferred stocks or common stock.
Dispositions

In order to maximize the performance and manage the risks within Spirit s portfolio, Spirit will selectively dispose of any of its properties that it
determines are not suitable for long-term investment purposes based upon management s review of Spirit s portfolio. Spirit will ensure that this
action would be in its best interest and consistent with its qualification as a REIT.
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Spirit may use a number of different sources to finance its acquisitions and operations, including cash flows from operations, asset sales, seller
financing, issuance of debt securities, private financings (such as additional bank credit facilities, which may or may not be secured by its
assets), property-level mortgage debt, common or preferred equity issuances or any combination of these sources, to the extent available to
Spirit, or other sources that may become available from time to time. Any debt that Spirit incurs may be recourse or non-recourse and may be
secured or unsecured. Spirit also may take advantage of joint venture or other partnering opportunities as these opportunities arise in order to
acquire properties that would otherwise be unavailable to it. Spirit may use the proceeds of its borrowings to acquire assets, to refinance existing
debt or for general corporate purposes.

Although Spirit is not required to maintain any particular leverage ratio, Spirit employs, when appropriate, prudent amounts of leverage and uses
debt as a means of providing additional funds for the acquisition of assets, to refinance existing debt or for general corporate purposes. Spirit s
charter and bylaws do not limit the amount of debt that Spirit may incur. The Spirit Board has not adopted a policy limiting the total amount of
debt that Spirit may incur.

The Spirit Board considers a number of factors in evaluating the amount of debt that Spirit may incur. The Spirit Board may from time to time
modify its views regarding the appropriate amount of debt financing in light of then-current economic conditions, relative costs of debt and

equity capital, market values of Spirit s properties, general conditions in the market for debt and equity securities, fluctuations in the market price
of Spirit common stock, growth and acquisition opportunities and other factors. Spirit s decision to use leverage in the future to finance its assets
will be at its discretion and will not be subject to the approval of Spirit s stockholders.

Equity Capital Policies

To the extent that the Spirit Board determines to obtain additional capital, Spirit may issue debt or equity securities, including senior securities,
retain earnings (subject to provisions in the Code requiring distributions of income to maintain REIT qualification) or pursue a combination of
these methods.

Existing stockholders will have no preemptive right to common or preferred stock or units issued in any securities offering by Spirit, and any
such offering might cause a dilution of a stockholder s investment in Spirit. Although Spirit has no current plans to do so, Spirit may in the future
issue shares of Spirit common stock or units in the Spirit Partnership in connection with acquisitions of property.

Spirit may, under certain circumstances, purchase shares of Spirit common stock or other securities in the open market or in private transactions
with Spirit stockholders, provided that those purchases are approved by the Spirit Board. The Spirit Board has no present intention of causing
Spirit to repurchase any shares of Spirit common stock or other securities, and any such action would only be taken in conformity with
applicable federal and state laws and the applicable requirements for qualification as a REIT.

Spirit has not issued Spirit common stock or any other securities in exchange for property or any other purpose, but Spirit may engage in such
activities in the future.

Spirit has not engaged in trading, underwriting or agency distribution or sale of securities of other than partnership units of or equity interests in
the Spirit Partnership and does not intend to do so.

Competitive Strengths

Spirit believes the following competitive strengths contribute to the stability of its rental revenues and distinguishes it from its competitors:

Large Scale and Diversified Portfolio. As of December 31, 2012, Spirit s portfolio consisted of 1,122 owned properties, with
approximately 165 tenants operating across 18 different industries, including: general, specialty and discount retail; restaurants;
movie theaters; automotive dealers; educational and
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recreational facilities; and supermarkets. Spirit s properties are geographically diversified across 47 states, with only 4 states
contributing more than 5% of annual rent. Spirit believes it would be difficult for a new competitor to replicate such a
diversified portfolio on a comparable scale. The diversity of Spirit s portfolio reduces the risks associated with adverse events
affecting a particular tenant or an economic decline in any particular state or industry. Additionally, the scale of Spirit s
portfolio allows it to make acquisitions without introducing additional concentration risks. In addition, Spirit s operating
platform is scalable and will allow Spirit to make new investments without the need for significant additional administrative
or management costs.

Long-Term Triple-Net Leases. As of December 31, 2012, Spirit s owned properties were approximately 98.8% occupied (based on
number of properties), with a weighted average non-cancelable remaining lease term (based on annual rent) of approximately 11.1
years. Due to the triple-net structure of approximately 95% of Spirit s leases (based on annual rent) as of December 31, 2012, Spirit
does not expect to incur significant capital expenditures, and the potential impact of inflation on its operating expenses is minimal.
Additionally, as of December 31, 2012, approximately 96% of Spirit s leases (based on annual rent) provided for increases in future
annual base rent.

Established Company with Proven Performance. Spirit has been actively investing in triple-net leased real estate since 2003, is
well-known within the industry and benefits from an established infrastructure supporting its underwriting, leasing, asset
management and reporting functions. From inception in 2003 through December 31, 2012, Spirit made gross investments of
approximately $4.22 billion in properties and loans receivable. Since inception, Spirit s occupancy has never been below 96.1%
(based on number of properties), despite the economic downturn of 2008 through 2010.

Disciplined Underwriting and Risk Management Expertise. Spirit s developed underwriting and risk management expertise
enhances its ability to identify and structure investments that provide superior risk-adjusted returns, due to specific investment risks
that Spirit believes can be identified and mitigated through intensive credit and real estate analysis, tailored lease structures (such as
master leases) and ongoing tenant monitoring. When underwriting new acquisitions Spirit generally targets property-level rent
coverage ratios in excess of 2.0x.

Experienced Management Team. Spirit s senior management has significant experience in the real estate industry and in managing
public companies. Spirit s Chairman and Chief Executive Officer, Thomas H. Nolan, Jr., has been active in the real estate industry for
over 25 years, holding numerous leadership positions in private and public real estate companies. Spirit s President and Chief
Operating Officer, Peter M. Mavoides, has been active in the single-tenant, net lease industry for over 14 years, holding leadership
positions for the past 9 years. Spirit s Senior Vice President and Chief Financial Officer, Michael A. Bender, has held leadership
positions for over 30 years in finance and real estate. Spirit s Senior Vice President, Gregg A. Seibert, who has been with Spirit since
its inception, has over 20 years of experience in real estate finance, including over 15 years of leadership responsibilities in credit,
acquisitions and portfolio management in the sale-leaseback sector. Spirit s Senior Vice President, Mark L. Manheimer, has over 14
years of experience in real estate finance, including leadership positions in the areas of asset management, underwriting and
acquisitions.

Attractive In-Place Long-Term Indebtedness. Spirit has approximately $1.95 billion principal balance of non-recourse mortgage
indebtedness outstanding, which had a weighted average maturity of 5.8 years as of December 31, 2012 and an average annual
interest rate of approximately 6.12% for the year ended December 31, 2012 (excluding non-cash interest expense attributable to the
amortization of deferred financing costs and debt discounts). Prior to January 1, 2016, Spirit only has $126.3 million of balloon
payments due at maturity. Approximately $1.7 billion principal balance of Spirit s indebtedness is fully or partially amortizing,
providing for an ongoing reduction in principal prior to maturity. In addition, Spirit has a $100.0 million secured revolving credit
facility to help fund future acquisitions and for general corporate purposes. As of December 31, 2012, no amounts were drawn on the
secured revolving credit facility and $100.0 million was available.
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Business and Growth Strategies

Spirit s objective is to seek superior risk-adjusted returns, with an emphasis on stable rental revenue, by investing primarily in single-tenant,
operationally essential real estate leased on a long-term, triple-net basis. Spirit intends to pursue this objective through the following business
and growth strategies.

Focus on Small and Middle Market Companies. Spirit primarily focuses on investing in properties that it net leases to unrated small
and middle market companies that Spirit determines have attractive credit characteristics and stable operating histories. Properties
leased to small and middle market companies may offer Spirit the opportunity to achieve superior risk-adjusted returns, as a result of
Spirit s intensive credit and real estate analysis, lease structuring and portfolio construction. Small and middle market companies are
often willing to enter into leases with structures and terms that Spirit considers attractive (such as master leases and leases that
require ongoing tenant financial reporting) and that Spirit believes increase the security of rental payments. In addition to small and
middle market companies, Spirit selectively acquires properties leased to large companies where Spirit believes that it can achieve
superior risk-adjusted returns.

The following chart highlights the tenants that Spirit targets based on company size and corporate credit equivalent:

Use Spirit s Developed Underwriting and Risk Management Processes to Structure and Manage its Portfolio. Spirit seeks to
maintain the stability of its rental revenue and the long-term return on its investments by using its developed underwriting and risk
management processes to structure and manage its portfolio. In particular, Spirit s underwriting and risk management processes
emphasize the following:

Leases for Operationally Essential Real Estate with Relatively Long Terms. Spirit seeks to own properties that are
operationally essential to its tenants, thereby reducing the risk that the tenant would choose not to renew an expiring lease or
reject a lease in bankruptcy. In addition, Spirit seeks to enter into leases with relatively long-terms, typically with
non-cancelable initial terms of 15 to 20 years and tenant renewal options for additional terms with attractive rent escalation
provisions.

Use of the Master Lease Structure. Where appropriate, Spirit seeks to enter into master leases, pursuant to which it leases
multiple properties to a single tenant on an all or none basis. In a master lease structure, a tenant is responsible for a single
lease payment relating to the entire portfolio of leased properties, as opposed to multiple lease payments relating to

individually leased properties. The master lease structure prevents a tenant from cherry picking locations, where it unilaterally
gives up underperforming properties while maintaining its leasehold interest in well-performing properties. As of

December 31, 2012, Spirit had 56 master leases that had a weighted average non-cancelable remaining lease term (based on
annual rent) of 12.6 years and
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contributed approximately 63.8% of Spirit s annual rent. Spirit s largest master lease, consisting of 112 properties, contributed
25.6% of Spirit s annual rent, and its smallest master lease, consisting of two properties, contributed less than 1% of its annual
rent. The average number of properties included under Spirit s master leases as of December 31, 2012 was 12.

Active Management and Monitoring of Risks Related to Spirit s Investments. When monitoring existing investments or
evaluating new investments, Spirit typically considers two broad categories of risk: (1) tenant financial distress risk; and
(2) lease renewal risk. Spirit seeks to measure these risks through various processes, including the use of a credit modeling
product that it licenses from Moody s Analytics that estimates the performance of the leased properties relative to rental
payments due under the leases, and a review of current market data and Spirit s historical recovery rates on re-leased
properties and property dispositions. Spirit s underwriting and risk management processes are designed to structure new
investments and manage existing investments to address and mitigate each of the above risks and preserve the long-term
return on its invested capital.

Portfolio Diversification. Spirit monitors and manages the diversification of its real estate investment portfolio in order to
reduce the risks associated with adverse developments affecting a particular tenant, property, industry or region. Spirit s
strategy emphasizes a portfolio that (1) derives no more than 10% of its annual rent from any single tenant or more than 2.5%
of its annual rent from any single property, (2) is leased to tenants operating in various industries and (3) is located across the
United States without significant geographic concentration. While Spirit considers the foregoing when making investments,
Spirit has opportunistically made investments in the past that do not meet one or more of these criteria, and Spirit may make
additional investments that do not meet one or more of these criteria if it believes the opportunity is sufficiently attractive. As
of December 31, 2012, Shopko/Pamida contributed 29.4% of Spirit s annual rent. No other tenant contributed more than 10%
of Spirit s annual rent, and no one single property contributed more than 2.1% of Spirit s annual rent.

Enhance Spirit s Portfolio through Contractual Growth. Approximately 96% of Spirit s leases (based on annual rent) contain
contractual provisions that increase the rental revenue over the term of the lease. Of these leases, approximately 25% contain fixed
contractual rental increases, and the remaining 75% contain increases based on the lesser of a fixed contractual percentage increase
or the increase in the consumer price index, referred to herein as CPI.

Selectively Grow Spirit s Portfolio through Acquisitions. Spirit selectively makes acquisitions that contribute to Spirit s portfolio s
tenant, industry and geographic diversification. Spirit believes there will be ample acquisition opportunities in the single-tenant
market fitting Spirit s acquisition criteria.

Continue to Deleverage Spirit s Portfolio. Most of Spirit s debt is partially amortizing, and its principal amount will be reduced
prior to the balloon payments due at maturity. Contractual amortization payments are scheduled to reduce Spirit s outstanding
principal amount of indebtedness by $137.0 million prior to January 1, 2016. Spirit also may use any cash from operations in excess
of the distributions that it expects to pay to selectively reduce its indebtedness.

Spirit believes contractual rent growth, selective growth through acquisitions and the ongoing deleveraging of its portfolio will contribute to its
cash available for distributions.

Financing Strategy

Spirit s long-term financing strategy is to maintain a leverage profile that creates operational flexibility and generates superior risk-adjusted
returns for its stockholders. Spirit intends to employ prudent amounts of debt financing as a means of providing additional funds for the
acquisition of assets, to refinance existing debt or for general corporate purposes.
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Spirit finances its assets using a variety of methods and determines the amount of equity and debt financing to be used when acquiring an asset
by evaluating terms available in the credit markets (such as interest rate, repayment provisions and maturity), Spirit s cost of equity capital and
Spirit s assessment of the particular asset s risk. Historically, a significant portion of Spirit s debt has been long-term borrowings secured by
specific real estate assets or, more typically, pools of real estate assets. Spirit anticipates using a number of different sources to finance its
acquisitions and operations going forward, including cash from operations, issuance of debt securities, funds available from its $100.0 million
secured revolving credit facility, private financings (such as bank credit facilities, which may or may not be secured by Spirit s assets),
property-level mortgage debt, common or preferred equity issuances or any combination of these sources, to the extent available to Spirit, or
other sources that may become available from time to time. To the extent practicable, Spirit expects to maintain a debt profile with manageable
near-term maturities.

Spirit s Real Estate Investment Portfolio

As of December 31, 2012, Spirit s gross investment in real estate and loans totaled approximately $3.65 billion, representing investment in 1,207
properties. Of this amount, 98.6% consisted of Spirit s gross investment in real estate, representing ownership of 1,122 properties, and the
remaining 1.4% consisted of commercial mortgage and equipment loans receivable secured by 85 properties or related assets. Spirit s owned
properties are leased to approximately 165 tenants operating across 18 different industries, including: general, specialty and discount retail;
restaurants; movie theaters; automotive dealers; educational and recreational facilities; and supermarkets. Spirit s properties are geographically
diversified across 47 states, with only 4 states contributing more than 5.0% of Spirit s annual rent. Over 95% of Spirit s leases (based on annual
rent) as of December 31, 2012 are triple-net, for which the tenant is typically responsible for all improvements and is contractually obligated to
pay all property operating expenses, such as real estate taxes, insurance premiums and repair and maintenance costs. Due to the triple-net
structure of Spirit s leases, Spirit does not expect to incur significant capital expenditures relating to its triple-net leased properties, and the
potential impact of inflation on its operating expenses is reduced.

Investment Diversification
The following tables present the diversity of Spirit s portfolio and are calculated based on percentage of total annual rent.
Diversification by Tenant

The following table lists the top 10 tenants of Spirit s owned real estate properties (based on annual rent) as of December 31, 2012:

Number of Annual Rent Percent of Total

Tenant Properties (in thousands)® Annual Rent
1. Shopko Stores/Pamida Operating Co., LLC 181 $ 83,445 29.4%
2. 84 Properties, LLC 109 18,437 6.5
3. Carmike Cinemas, Inc. 12 8,024 2.8
4. Universal Pool Co., Inc. 14 6,680 2.4
5. CBH20, LP (Camelback Ski Resort) 1 5,779 2.0
6. Casual Male Retail Group Inc® 1 4,814 1.7
7. Carmax, Inc. 5 4,726 1.7
8. United Supermarkets, LLC 14 4,575 1.6
9. Main Event Entertainment, LP 6 4,477 1.6
10. NE Opco, Inc. 6 4,378 1.6

Other 773 138,193 48.7

Total 1,122 $ 283,528 100 %
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(1)  Spirit defines annual rent as rental revenue for the three months ended December 31, 2012 multiplied by four.

(2) Casual Male Retail Group Inc. formally changed its corporate name to Destination XL Group, Inc. effective as of February 25, 2013.

As shown in the table above, as of December 31, 2012, the merged Shopko/Pamida entity contributed 29.4% of Spirit s total annual rent.
Shopko/Pamida operates as a multi-department general merchandise retailer and retail health services provider, primarily in mid-size and larger
communities in the Midwest, Pacific Northwest, North Central and Western Mountain states. Currently, Spirit leases 181 properties to
Shopko/Pamida, 179 of which are leased pursuant to three master leases that, as of December 31, 2012, had a weighted average non-cancelable
remaining lease term of approximately 12.8 years.

Spirit believes that, over time, the merger of Shopko and Pamida will be beneficial to Spirit s portfolio from a credit perspective, because Spirit
expects: (1) properties that previously operated under the Pamida brand will be improved and converted to the Shopko brand; and (2) the
operations at the 114 of Spirit s properties that historically have operated under the Shopko brand will continue as they have historically at the
property level. However, no assurance can be given as to the future performance of the merged Shopko/Pamida entity or its stores.

Diversification by Industry

The following table sets forth information regarding the diversification of Spirit s owned real estate properties among different industries (based
on annual rent) as of December 31, 2012:

Percent of Total

Number of Annual
Industry Properties Rent(D
General and discount retail properties 181 29.4%
Restaurants quick service 392 10.1
Specialty retail properties 48 9.0
Restaurants casual dining 124 7.8
Movie theatres 23 7.7
Building material suppliers 110 6.6
Industrial properties 26 54
Automotive dealers, parts and service properties 70 5.3
Educational properties 22 4.7
Recreational properties 8 3.7
Medical/other office properties 11 2.2
Supermarkets 20 1.9
Convenience stores / car washes 32 1.8
Distribution properties 37 1.4
Health clubs/gyms 5 1.1
Interstate travel plazas 3 1.0
Drugstores 9 o
Call centers 1 *
Total 1,122 100%

* Less than 1%
(1)  Spirit defines annual rent as rental revenue for the three months ended December 31, 2012 multiplied by four.
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Diversification by Geography

The following table sets forth information regarding the geographic diversification of Spirit s owned real estate properties as of December 31,
2012:

Percent of Total

Number of Annual
Location Properties Rent®
Wisconsin 57 11.1%
Texas 82 8.5
Illinois 91 6.7
Pennsylvania 50 5.2
Florida 61 4.6
Minnesota 36 4.5
Arizona 26 4.4
Georgia 66 3.9
Indiana 40 3.3
Michigan 34 3.2
Nebraska 17 3.1
Ohio 49 3.0
Massachusetts 6 2.8
California 9 2.6
Utah 14 2.2
North Carolina 25 2.1
Towa 34 2.1
Idaho 9 2.0
Tennessee 60 1.9
Kentucky 37 1.9
Alabama 43 1.7
Washington 9 1.6
Missouri 30 1.5
Montana 7 1.4
South Dakota 9 1.4
New York 28 1.4
Oregon 6 1.2
Oklahoma 11 1.2
Virginia 29 1.2
West Virginia 26 1.1
Colorado 9 o
Kansas 6 *
South Carolina 12 &
Maryland 18 *
Louisiana 13 &
Maine 20 *
New Jersey 3 *
Arkansas 7 *
Wyoming 8 *
New Mexico 4 *
Nevada 1 &
Delaware 2 *
Vermont 2 &
Mississippi 7 *
North Dakota 2 &
New Hampshire 6 *
Rhode Island 1 &
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* Less than 1%
(1)  Spirit defines annual rent as rental revenue for the three months ended December 31, 2012 multiplied by four.
Lease Expirations

The following table sets forth a summary schedule of lease expirations for leases in place as of December 31, 2012. As of December 31, 2012,
the weighted average remaining non-cancelable lease term (based on annual rent) was 11.1 years. The information set forth in the table assumes
that tenants exercise no renewal options and all early termination rights:

Expiring Annual Percent of
Rent Total
Number of (in Annual

Leases expiring in Properties thousands)® Rent
2013 11 $ 2,250 0.8%
2014 53 7,687 2.7
2015 19 4,591 1.6
2016 21 2,546 0.9
2017 35 6,291 2.2
2018 38 11,781 4.2
2019 59 12,221 4.3
2020 84 27,856 9.9
2021 125 21,605 7.7
2022 61 5,860 2.1
2023 and thereafter 602 178,952 63.6
Vacant 14
Total owned properties 1,122 $ 281,640 100%

(1)  Spirit defines annual rent as rental revenue for the three months ended December 31, 2012 multiplied by four.
Competition

Spirit faces competition for acquisitions of real property from investors, including traded and non-traded public REITS, private equity investors
and institutional investment funds, some of which have greater financial resources than Spirit does, a greater ability to borrow funds to acquire
properties and the ability to accept more risk than Spirit can prudently manage. This competition may increase the demand for the types of
properties in which Spirit typically invests and, therefore, reduce the number of suitable acquisition opportunities available to Spirit and increase
the prices paid for such acquisition properties. This competition will increase if investments in real estate become more attractive relative to
other forms of investment.

As a landlord, Spirit competes in the multi-billion dollar commercial real estate market with numerous developers and owners of properties,
many of which own properties similar to Spirit s in the same markets in which Spirit s properties are located. Some of Spirit s competitors have
greater economies of scale, have access to more resources and have greater name recognition than Spirit does. If Spirit s competitors offer space
at rental rates below current market rates or below the rental rates Spirit currently charges its tenants, Spirit may lose its tenants or prospective
tenants and may be pressured to reduce its rental rates or to offer substantial rent abatements, tenant improvement allowances, early termination
rights or below-market renewal options in order to retain tenants when Spirit s leases expire.

Employees

As of December 31, 2012, Spirit had approximately 38 full-time employees.
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Principal Executive Offices

Spirit s principal offices are located at 16767 North Perimeter Drive, Suite 210, Scottsdale, Arizona 85260. Spirit currently occupies
approximately 17,680 square feet of space leased from an unaffiliated third party. Spirit believes that its facilities are adequate for its present and
future operations and that adequate additional space will be available if needed in the future.

Legal Proceedings

From time to time, Spirit is party to various lawsuits, claims and other legal proceedings that arise in the ordinary course of Spirit s business.
Spirit is not currently a party, as plaintiff or defendant, to any legal proceedings that Spirit believes to be material or which, individually or in the
aggregate, would be expected to have a material effect on Spirit s business, financial condition or results of operation if determined adversely to
Spirit.

Significant Tenants

In February 2012, two of Spirit s general merchandising tenants, Shopko and Pamida, completed a merger. As a result, the combined company,
Shopko/Pamida, contributed 29.4% of Spirit s annual rent as of December 31, 2012. Spirit leases 181 properties to Shopko/Pamida, 179 of which
are leased pursuant to three master leases that, as of December 31, 2012, had a weighted average non-cancelable remaining lease term of
approximately 12.8 years.

Regulation
General

Spirit s properties are subject to various covenants, laws, ordinances and regulations, including regulations relating to common areas and fire and
safety requirements. Spirit believes that each of its properties has the necessary permits and approvals.

Americans With Disabilities Act

Pursuant to the Americans with Disabilities Act, referred to herein as the ADA, Spirit s properties are required to meet federal requirements
related to access and use by disabled persons. Compliance with the ADA, as well as a number of additional federal, state and local laws, may
require modifications to properties Spirit currently owns and any properties Spirit purchases, or may restrict renovations of those properties.
Noncompliance with these laws or regulations could result in the imposition of fines or an award of damages to private litigants, as well as the
incurrence of the costs of making modifications to attain compliance, and future legislation could impose additional financial obligations or
restrictions on Spirit s properties. Although Spirit s tenants are generally responsible for all maintenance and repairs of the property pursuant to
triple-net leases, including compliance with the ADA and other similar laws or regulations, Spirit could be held liable as the owner of the
property for a failure of one of Spirit s tenants to comply with such laws or regulations.

Environmental Matters

Federal, state and local environmental laws and regulations regulate, and impose liability for, releases of hazardous or toxic substances into the
environment. Under various of these laws and regulations, a current or previous owner, operator or tenant of real estate may be required to
investigate and clean up hazardous or toxic substances, hazardous wastes or petroleum product releases or threats of releases at the property, and
may be held liable to a government entity or to third parties for property damage and for investigation, clean-up and monitoring costs incurred
by those parties in connection with the actual or threatened contamination. These laws
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typically impose clean-up responsibility and liability without regard to fault, or whether or not the owner, operator or tenant knew of or caused
the presence of the contamination. The liability under these laws may be joint and several for the full amount of the investigation, clean-up and
monitoring costs incurred or to be incurred or actions to be undertaken, although a party held jointly and severally liable may seek to obtain
contributions from other identified, solvent, responsible parties of their fair share toward these costs. These costs may be substantial, and can
exceed the value of the property. The presence of contamination, or the failure to properly remediate contamination, on a property may adversely
affect the ability of the owner, operator or tenant to sell or rent that property or to borrow using the property as collateral, and may adversely
impact Spirit s investment in that property.

Some of Spirit s properties contain, have contained, or are adjacent to or near other properties that have contained or currently contain storage
tanks for the storage of petroleum products or other hazardous or toxic substances. Similarly, some of Spirit s properties were used in the past for
commercial or industrial purposes, or are currently used for commercial purposes, that involve or involved the use of petroleum products or

other hazardous or toxic substances, or are adjacent to or near properties that have been or are used for similar commercial or industrial

purposes. These operations create a potential for the release of petroleum products or other hazardous or toxic substances, and Spirit could
potentially be required to pay to clean up any contamination. In addition, strict environmental laws regulate a variety of activities that can occur
on a property, including the storage of petroleum products or other hazardous or toxic substances, air emissions and water discharges. Such laws
may impose fines or penalties for violations. As a result of the foregoing, Spirit could be materially and adversely affected.

Environmental laws also govern the presence, maintenance and removal of asbestos-containing materials, referred to herein as ACM. Federal
regulations require building owners and those exercising control over a building s management to identify and warn, through signs and labels, of
potential hazards posed by workplace exposure to installed ACM in their building. The regulations also have employee training, record keeping
and due diligence requirements pertaining to ACM. Significant fines can be assessed for violation of these regulations. As a result of these
regulations, building owners and those exercising control over a building s management may be subject to an increased risk of personal injury
lawsuits by workers and others exposed to ACM. The regulations may affect the value of a building containing ACM in which Spirit has
invested. Federal, state and local laws and regulations also govern the removal, encapsulation, disturbance, handling and/or disposal of ACM
when those materials are in poor condition or in the event of construction, remodeling, renovation or demolition of a building. These laws may
impose liability for improper handling or a release into the environment of ACM and may provide for fines to, and for third parties to seek
recovery from, owners or operators of real properties for personal injury or improper work exposure associated with ACM.

When excessive moisture accumulates in buildings or on building materials, mold growth may occur, particularly if the moisture problem
remains undiscovered or is not addressed over a period of time. Some molds may produce airborne toxins or irritants. Indoor air quality issues
can also stem from inadequate ventilation, chemical contamination from indoor or outdoor sources, and other biological contaminants such as
pollen, viruses and bacteria. Indoor exposure to airborne toxins or irritants above certain levels can be alleged to cause a variety of adverse
health effects and symptoms, including allergic or other reactions. As a result, the presence of significant mold or other airborne contaminants at
any of Spirit s properties could require Spirit to undertake a costly remediation program to contain or remove the mold or other airborne
contaminants from the affected property or increase indoor ventilation. In addition, the presence of significant mold or other airborne
contaminants could expose Spirit to liability from Spirit s tenants, employees of Spirit s tenants or others if property damage or personal injury
occurs. Spirit is not presently aware of any material adverse indoor air quality issues at its properties that have not been previously addressed or
remediated by Spirit.

Before completing any property acquisition, Spirit obtains environmental assessments in order to identify potential environmental concerns at
the property. These assessments are carried out in accordance with the Standard Practice for Environmental Site Assessments (ASTM Practice E
1527-05) as set by ASTM
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International, formerly known as the American Society for Testing and Materials, and generally include a physical site inspection, a review of
relevant federal, state and local environmental and health agency database records, one or more interviews with appropriate site-related
personnel, review of the property s chain of title and review of historical aerial photographs and other information on past uses of the property.
These assessments are limited in scope, however, if recommended in the initial assessments, Spirit may undertake additional assessments such as
soil and/or groundwater samplings or other limited subsurface investigations and ACM or mold surveys to test for substances of concern. A prior
owner or operator of a property or historic operations at Spirit s properties may have created a material environmental condition that is not known
to Spirit or the independent consultants preparing the site assessments. Material environmental conditions may have arisen after the review was
completed or may arise in the future, and future laws, ordinances or regulations may impose material additional environmental liability. If
environmental concerns are not satisfactorily resolved in any initial or additional assessments, Spirit may obtain environment insurance policies
to insure against potential environmental risk or loss depending on the type of property, the availability and cost of the insurance and various
other factors Spirit deems relevant (i.e., an environmental occurrence affects one of Spirit s properties where its lessee may not have the financial
capability to honor its indemnification obligations to Spirit).

Generally, Spirit s leases provide that the lessee will indemnity Spirit for any loss or expense it incurs as a result of the presence, use or release of
hazardous materials on Spirit s property. Spirit s ultimate liability for environmental conditions may exceed the policy limits on any
environmental insurance policies it obtains, if any. If Spirit is unable to enforce the indemnification obligations of Spirit s lessees or if the amount
of environmental insurance it carries is inadequate, Spirit s results of operations would be adversely affected.

Insurance

Spirit s tenants are required to maintain liability and property insurance coverage for the properties they lease from Spirit pursuant to triple-net
leases. Pursuant to such leases, Spirit s tenants are required to name Spirit (and any of its lenders that have a mortgage on the property leased by
the tenant) as additional insureds on their liability policies and additional named insured and/or loss payee (or mortgagee, in the case of Spirit s
lenders) on their property policies. All tenants are required to maintain casualty coverage and most carry limits at 100% of replacement cost.
Depending on the location of the property, losses of a catastrophic nature, such as those caused by earthquakes and floods, may be covered by
insurance policies that are held by Spirit s tenant with limitations such as large deductibles or co-payments that a tenant may not be able to meet.
In addition, losses of a catastrophic nature, such as those caused by wind/hail, hurricanes, terrorism or acts of war, may be uninsurable or not
economically insurable. In the event there is damage to Spirit s properties that is not covered by insurance and such properties are subject to
recourse indebtedness, Spirit will continue to be liable for the indebtedness, even if these properties are irreparably damaged.

In addition to being a named insured on Spirit s tenants liability policies, Spirit separately maintains commercial general liability coverage with
an aggregate limit of $52 million. Spirit also maintains full property coverage on all untenanted properties and other property coverage as may
be required by Spirit s lenders which are not required to be carried by Spirit s tenants under its leases.
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Spirit s Directors and Executive Officers

The Spirit Board consists of seven members, a majority of whom are independent within the meaning of the listing standards of the NYSE. The
following table sets forth certain information concerning Spirit s directors and executive officers:

Name Age Position

Thomas H. Nolan, Jr. 55 Chairman of the Spirit Board and Chief Executive Officer
Peter M. Mavoides 46 President and Chief Operating Officer

Michael A. Bender 53 Chief Financial Officer and Senior Vice President
Gregg A. Seibert 49 Senior Vice President

Mark L. Manheimer 36 Senior Vice President

Kevin M. Charlton 47 Director

Todd A. Dunn 49 Director

David J. Gilbert 55 Director

Richard I. Gilchrist 66 Director

Diane M. Morefield 54 Director

Nicholas P. Shepherd 54 Director

Director Independence

A majority of Spirit s directors meet the criteria for independence set forth under applicable securities laws, including the Exchange Act,
applicable rules and regulations of the SEC and applicable rules and regulations of the NYSE. The NYSE Listed Company Manual and
corresponding listing standards provide that, in order to be considered independent, the Spirit Board must determine that a director has no
material relationship with Spirit other than as a director. The Spirit Board has reviewed the relationships between Spirit, including its
subsidiaries or affiliates, and each member of the Spirit Board (and each director s immediate family members).

Based on its review, the Spirit Board has affirmatively determined that none of Messrs. Charlton, Dunn, Gilbert, Gilchrist or Shepherd or
Ms. Morefield currently have any material relationship with Spirit other than as a director and each is independent within the foregoing
independence standards. Mr. Nolan was determined to not be independent based on his service as Spirit s Chief Executive Officer.

The Spirit Board has also determined that each member of the audit committee, compensation committee and nominating and corporate

governance committee, respectively, is independent under the applicable listing standards of the NYSE and, with respect to members of the audit
committee, the audit committee requirements of the SEC. None of the members of these committees is an officer, employee or former employee

of Spirit or any of Spirit s subsidiaries.

Biographical Summaries of Directors and Executive Officers
The following are biographical summaries of the experience of Spirit s directors and executive officers.

Thomas H. Nolan, Jr. Mr. Nolan joined Spirit as Chairman of the Spirit Board and Chief Executive Officer in September 2011. Mr. Nolan
previously worked for General Growth Properties, Inc. or GGP, serving as Chief Operating Officer from March 2009 to December 2010 and as
President from October 2008 to December 2010. He also served as a director of GGP from 2005 to 2010. GGP filed for protection under Chapter
11 of the U.S. Bankruptcy Code in April 2009 and emerged from bankruptcy in November 2010. Mr. Nolan was a member of the senior
management team that led GGP s reorganization and emergence from bankruptcy, which included the restructuring of $15.0 billion in
project-level debt, payment in full of all of GGP s pre-petition creditors and the securing of $6.8 billion in equity commitments. From July 2004
to February 2008, Mr. Nolan served as a Principal and Chief Financial Officer of Loreto Bay Company, the developer of the Loreto Bay master
planned community in Baja, California. From October 1984 to July 2004, Mr. Nolan held various financial positions with AEW Capital
Management, L.P., a national real estate investment advisor, and from 1998 to 2004, he served as
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Head of Equity Investing and as President and Senior Portfolio Manager of The AEW Partners Funds. Mr. Nolan earned a BA in Business
Administration from the University of Massachusetts. Mr. Nolan was selected by the Spirit Board to serve as a director and Chairman of the
Spirit Board based on his executive management experience, and specifically, his extensive experience in the real estate investment industry.

Peter M. Mavoides. Mr. Mavoides joined Spirit as President and Chief Operating Officer in September 2011. Mr. Mavoides previously worked
for Sovereign Investment Company as its President and Chief Executive Officer from May 2003 to January 2011. Sovereign Investment
Company is a private equity firm that focuses on investment opportunities relating to long-term, net-leased real estate. Prior to joining Sovereign
Investment Company, Mr. Mavoides was employed by Eastdil Realty, a subsidiary of Wells Fargo Bank, and worked in the banking group at
Citigroup, where he focused on the structuring of sale-leaseback transactions. Mr. Mavoides earned a BS from the United States Military
Academy and an MBA from the University of Michigan.

Michael A. Bender. Mr. Bender has served as Spirit s Chief Financial Officer and Senior Vice President since February 2010. He joined Spirit in
October 2007 as Vice President and Chief Accounting Officer. Prior to joining Spirit in 2007, Mr. Bender spent over 30 years in finance and
accounting and held positions including Assistant Corporate Controller for Allied Waste, Inc., Vice President of Global External Reporting for
American Express Corporation, Chief Financial Officer for FINOVA Realty Capital and senior manager for Deloitte & Touche LLP. Mr. Bender
earned a BS in Accounting and MBA from Arizona State University and has been a certified public accountant since 1984.

Gregg A. Seibert. Mr. Seibert has served as Spirit s Senior Vice President since September 2003. He served as Senior Vice President Capital
Markets from March 2010 to January 2011 and as Senior Vice President Underwriting from September 2003 to March 2010. Mr. Seibert is
responsible for acquisitions and special projects. Prior to joining Spirit, Mr. Seibert worked for over nine years at Franchise Finance Corporation
of America (FFCA), and held positions as Vice President and Senior Vice President of Underwriting and Research and Senior Vice President of
Acquisitions until FFCA s acquisition in August 2001 by GE Capital Corporation (GECC), where he served as a Senior Vice President until he
joined Spirit. From 1989 to 1994, Mr. Seibert was a Vice President in the commercial real estate lending group of Bank of America, and from
1988 to 1989, served as an investment analyst with the Travelers Insurance Company. Mr. Seibert earned a BS in Finance from the University of
Missouri and an MBA in Finance from the University of Missouri Graduate School of Business.

Mark L. Manheimer. Mr. Manheimer joined Spirit as Senior Vice President in April 2012. Mr. Manheimer previously worked for Cole Real
Estate Investments, where he served as its Director of Acquisitions and Vice President and Head of Retail Sale-Leaseback Acquisitions from
2009 to 2012. Prior to joining Cole Real Estate Investments, Mr. Manheimer was employed by Realty Income Corporation, where he focused on
underwriting sale-leaseback transactions from 2005 to 2009. Mr. Manheimer previously worked at FTI Consulting, a turnaround consulting firm
from 2004 to 2005 and in the Leveraged Finance Group at First Union Securities (now Wells Fargo Securities), at Patriarch Partners, a private
equity firm, from 2001 to 2003. Mr. Manheimer earned a BS from the University of Florida and an MBA from the University of Notre Dame.

Kevin M. Charlton. Mr. Charlton is a Managing Director in the Principal Transactions Group of Macquarie Capital (USA) Inc., and leads a team
that oversees its existing portfolio of North American investments. Prior to joining Macquarie Capital (USA) Inc. in 2009, Mr. Charlton worked
as Managing Director at Investcorp International. Prior to joining Investcorp International in August 2002, he worked for JPMorganChase and
McKinsey & Company and as a contractor in the Astrophysics Division at NASA Headquarters. In addition to serving on the Spirit Board,

Mr. Charlton has served on the boards of directors of over 15 private companies and their subsidiaries in a variety of roles and is currently on the
board of directors of Harley Marine Services, Taurus Aerospace Group, Utility Service Partners, Columbus Senior Living and Basin Tools, and
is an observer of the board of directors of Dynacast International. He graduated from the Kellogg School of Management at Northwestern
University and has graduate and undergraduate degrees in Aerospace Engineering from the University of Michigan and Princeton University.
Mr. Charlton was selected by the Spirit Board to serve as a director based on his extensive experience in the financial industry and as a member
of boards of directors.
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Todd A. Dunn. Mr. Dunn is an Executive Advisor of Aurora Capital Group and has served in this capacity since 2013. Mr. Dunn previously
served as Chief Executive Officer and as a member of the board of directors of United Plastics Group, a supplier of injection-molded plastic
components to the medical, automotive, industrial and consumer sectors, from 2010 until it was sold to MedPlast, a portfolio company of Baird
Capital Partners, in April 2012. From 2003 to 2009, Mr. Dunn worked for FleetPride, Inc., an independent distributor of heavy duty truck and
trailer parts, serving as President and Chief Executive Officer from 2005 to 2009, Senior Vice President, Chief Administrative Officer and Chief
Financial Officer from 2004 to 2005 and Vice President and Chief Financial Officer from 2003 to 2004. From 1999 to 2003, Mr. Dunn served as
Senior Vice President and Chief Financial Officer of Tartan Textiles, Inc. and, from 1998 to 1999, served as Vice President and Chief Financial
Officer of Quality Distribution Service Partners. Mr. Dunn worked for SLM Power Group, Inc. from 1989 to 1998, serving as Business Manager
and as Vice President and Chief Financial Officer. From 1985 to 1989, Mr. Dunn worked for First City BanCorporation of Texas/First City
Bank of Corpus Christi. Mr. Dunn currently serves on the board of directors of Ames Taping Tools. Mr. Dunn received a BBA in Finance from
the University of Texas at Austin. Mr. Dunn was selected by the Spirit Board to serve as a director based on his extensive experience in business
and the financial industry.

David ]. Gilbert. Mr. Gilbert has served as the Chief Investment Officer and Head of Acquisitions of Clarion Partners, a real estate investment
company formerly owned by ING Group, since 2010 and is a member of Clarion Partners executive board, compensation committee and
operating committee and Chairman of its investment committee. Mr. Gilbert is also responsible for Clarion Partners Research and Investment
Strategy Group, ensuring that research is fully integrated into all phases of the investment process. Mr. Gilbert joined Clarion Partners in 2007 as
a Managing Director and Global Head of the ING Global Opportunity Fund. From 2005 to 2007, he worked as a Managing Director of the Real
Estate Group at JPMorgan Investment Management and, from 1998 to 2004, worked as a General Partner and head of the Real Estate Group
within JPMorgan Partners, which was the private equity branch of JPMorgan Chase. He also served as the Co-Chairman of The Peabody Funds,
an $830 million global real estate opportunity fund jointly sponsored by JPMorgan Partners and The O Connor Group, from 2001 to 2004. From
1996 to 1998, Mr. Gilbert served as a Senior Investment Officer of the California Public Employees Retirement System (CalPERS) and, from
1982 to 1996, worked in the real estate industry in various positions at JPMorgan & Company, Prudential Real Estate Investors, First Boston
Corporation and Salomon Brothers, Inc. From 1980 to 1982, Mr. Gilbert worked for Price Waterhouse as an auditor and consultant. Mr. Gilbert
received a BA in accounting from the University of Massachusetts Amherst and an MBA in real estate finance from the Wharton School of
Finance at the University of Pennsylvania. Mr. Gilbert was selected by the Spirit Board to serve as a director based on his 30 years of experience
in the real estate industry.

Richard 1. Gilchrist. Mr. Gilchrist has been a Senior Advisor responsible for acquisitions and investments at The Irvine Company, a
privately-held real estate investment company, since July 2011 after having served as President of its Investment Properties Group from 2006 to
2011. He served as President and Co-Chief Executive Officer and on the board of directors of Maguire Properties, Inc., a publicly-held REIT,
from 2002 to 2006. From 1997 to 2001, Mr. Gilchrist served as Chief Executive Officer, President and member of the board of directors of
Commonwealth Atlantic Properties, a privately-held REIT. From 1995 to 1997, he served as the Co-Chairman and Managing Partner of
Common Wealth Partners, a real estate company he co-founded. From 1982 to 1995, Mr. Gilchrist worked at Maguire Thomas Partners, serving
as General Counsel from 1982 to 1984, Partner from 1984 to 1985, and Senior Partner from 1985 to 1995. Mr. Gilchrist co-founded the real
estate law firm of Gilchrist & Rutter in 1982 and also worked as an attorney at Flint & MacKay from 1971 to 1981. He currently serves on the
board of directors of two publicly-traded REITs, Ventas, Inc. and BioMed Realty Trust. Mr. Gilchrist serves on the executive compensation
committee of Ventas, Inc., and serves on the nominating and corporate governance committee and is the chairman of the compensation
committee of BioMed Realty Trust. Mr. Gilchrist also served as a director, chairman of the investment and risk assessment committee, and
member of the compensation committee of Nationwide Health Properties, Inc. from 2008 until it was acquired by Ventas, Inc. in 2011.

Mr. Gilchrist is a member of the Whittier College Board of Trustees and served as its Chairman from 2003 to 2011 where he received his BA in
1968. He is also a member of the Advisory Board of the University of California, Los Angeles Law School, where he earned a JD in 1971.

Mr. Gilchrist

95

Table of Contents 137



Edgar Filing: Cole Credit Property Trust Il Inc - Form 424B3

Table of Conten

was selected by the Spirit Board to serve as a director based on his extensive experience in the real estate industry, including having served as an
executive officer of several private REITs and one public REIT and his experience as a member of the board of directors of two public REITs.

Diane M. Morefield. Ms. Morefield has served as the Executive Vice President, Chief Financial Officer of Strategic Hotels & Resorts, Inc., a
publicly-traded REIT that owns luxury hotels and resorts, since April 2010. From December 2009 to March of 2010, Ms. Morefield served as a
Senior Consultant at CTS Holdings, Inc., a business advisory and project management firm. From November 2007 through June 2009,

Ms. Morefield served as Chief Financial Officer of Equity International, a privately-held investment company focused exclusively on real estate
related businesses operating outside of the United States. During this time, Ms. Morefield was responsible for financial reporting, investor
relations, portfolio management, treasury and was actively involved in significant capital raising. From April 2007 through October 2007,

Ms. Morefield served as Chief Financial Officer of Joseph Freed & Associates, LLC, a family owned, privately-held real estate development and
operating company specializing in retail, residential and mixed-use projects. From July 1997 to September 2006, Ms. Morefield was employed
by Equity Office Properties Trust, the largest publicly-traded office REIT and owner of office buildings in the United States, serving as Regional
Senior Vice President for the company s Midwest region from 2004 to 2006 and Senior Vice President Investor Relations from 1997 to 2004.
Ms. Morefield worked as a Senior Manager of the Solutions Consulting Group of Deloitte & Touche LLP from 1994 to 1997. From 1983 to
1993, she worked at Barclays Bank, serving as Vice President/Team Leader of the Real Estate Group from 1986 to 1993, Assistant Vice
President in 1985 and a loan officer from 1983 to 1984. From 1980 to 1983, Ms. Morefield worked as an Auditor at Arthur Andersen & Co.

Ms. Morefield is a member of The Chicago Network, Leadership Greater Chicago Fellows Program, and has completed board of director
training at the Northwestern University Kellogg School of Management and The University of Chicago Booth School of Business. She is also a
board member of the Chicagoland Chamber of Commerce. Ms. Morefield received a BS in Accountancy from the University of Illinois and an
MBA from The University of Chicago. Ms. Morefield was selected by the Spirit Board to serve as a director based on her extensive experience
in the real estate industry, including her current service as an executive officer of a public REIT and her prior business experience as an
executive officer of several private companies investing in the real estate industry.

Nicholas P. Shepherd. Mr. Shepherd has served as the President and Chief Executive Officer of Carlson Restaurants Inc., which is the parent
company of TGI Friday s Inc., since February 2009. He also serves on the board of directors of Carlson Restaurants Inc. and as Chairman of the
board of directors of TGI Friday s Inc. During 2008, Mr. Shepherd served as Chairman of the board of directors and Chief Executive Officer of
Sagittarius Brands, Inc., a private restaurant holding company which owned and operated the Del Taco and Captain D s restaurant brands. From
1995 to 2007, Mr. Shepherd worked for Blockbuster, Inc., serving as the Chief Operating Officer during 2007, President of Blockbuster North
American from 2004 to 2007, Executive Vice President and Chief Marketing and Merchandising Officer from 2001 to 2004, Senior Vice
President, International from 1998 to 2001 and Vice President and General Manager from 1995 to 1999. From 1993 to 1995, Mr. Shepherd
served as a Divisional Officer of Comet Group PLC, an electronics retailer in the UK and, from 1991 to 1993, served as a Senior Partner and
founder of The Service Practice, which specialized in the development and performance measurement of service systems for retail businesses.
From 1986 to 1991, Mr. Shepherd worked for Grand Metropolitan PLC, serving as the General Manager of Pastificio Restaurants from 1989 to
1991, Head of European Operations of Continental Restaurants from 1988 to 1989 and Brand Development Director of the Retail Enterprise
Group from 1986 to 1988. He worked as an Operations Manager for Allied Lyons PLC from 1985 to 1986 and as an Operations Manager and
Brand Development Manager for Whitbread PLC from 1979 to 1985. Mr. Shepherd currently serves on the board of directors of Carlson
Wagonlit Travel. Mr. Shepherd earned his bachelor s degree in business management and hospitality from Sheffield Hallamshire University.
Mr. Shepherd was selected by the Spirit Board to serve as a director based on his extensive experience in business and as an executive of a
public company.

Family Relationships

There are no family relationships among any of Spirit s directors or executive officers.
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Corporate Governance Profile

Spirit has structured its corporate governance in a manner it believes closely aligns Spirit s interests with those of its stockholders. Notable
features of Spirit s corporate governance structure include the following:

the Spirit Board is not classified, with each of its directors subject to election annually;

of the seven members of the Spirit Board, the Spirit Board has determined that six, or 86%, of the Spirit directors satisfy the listing
standards for independence of the NYSE and Rule 10A-3 under the Exchange Act;

the Spirit Board has determined that Ms. Morefield qualifies as an audit committee financial expert as defined by the SEC;

Spirit has opted out of the business combination and control share acquisition statutes in the MGCL; and

Spirit does not have a stockholder rights plan.
Spirit s directors stay informed about Spirit s business by attending meetings of the Spirit Board and its committees and through supplemental
reports and communications. Spirit s independent directors meet regularly in executive sessions without the presence of Spirit s corporate officers
or non-independent director.

Role of the Spirit Board in Risk Oversight

One of the key functions of the Spirit Board is informed oversight of Spirit s risk management process. The Spirit Board administers this
oversight function directly, with support from its three standing committees, the audit committee, the nominating and corporate governance
committee and the compensation committee, each of which addresses risks specific to its respective areas of oversight. In particular, as more

fully described below, Spirit s audit committee has the responsibility to consider and discuss Spirit s major financial risk exposures and the steps
Spirit management has taken to monitor and control these exposures, including guidelines and policies to govern the process by which risk
assessment and management is undertaken. The audit committee also monitors compliance with legal and regulatory requirements, in addition to
oversight of the performance of Spirit s internal audit function. Spirit s nominating and corporate governance committee provides oversight with
respect to corporate governance and ethical conduct and monitors the effectiveness of Spirit s corporate governance guidelines, including
whether such guidelines are successful in preventing illegal or improper liability-creating conduct. Spirit s compensation committee assesses and
monitors whether any of Spirit s compensation policies and programs has the potential to encourage excessive risk-taking.

Board Committees

The Spirit Board has established three standing committees: an audit committee, a compensation committee and a nominating and corporate
governance committee. The principal functions of each committee are briefly described below. Spirit complies with the listing requirements and
other rules and regulations of the NYSE, as amended or modified from time to time, with respect to each of these committees and each of these
committees is comprised exclusively of independent directors. Additionally, the Spirit Board may from time to time establish other committees
to facilitate the Spirit Board s oversight of management of the business and affairs of Spirit.

Audit Committee

The Spirit audit committee consists of three independent directors, Messrs. Dunn and Gilbert and Ms. Morefield. Ms. Morefield serves as
chairman of the audit committee. The Spirit Board has determined that Ms. Morefield qualifies as an audit committee financial expert as that
term is defined by the applicable SEC regulations and NYSE corporate governance standards. The Spirit Board has determined that each of the
members of Spirit s audit committee is financially literate as that term is defined by the NYSE corporate
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governance listing standards. The Spirit Board has adopted an audit committee charter, which defines the audit committee s principal functions,
including oversight related to:

Spirit s accounting and financial reporting processes;

the integrity of Spirit s consolidated financial statements and financial reporting process;

Spirit s systems of disclosure controls and procedures and internal control over financial reporting;

Spirit s compliance with financial, legal and regulatory requirements;

the evaluation of the qualifications, independence and performance of Spirit s independent registered public accounting firm;

the performance of Spirit s internal audit functions; and

Spirit s overall risk exposure and management.
The audit committee is also responsible for engaging, evaluating, compensating, and overseeing an independent registered public accounting
firm, reviewing with the independent registered public accounting firm the plans for and results of the audit engagement, approving services that
may be provided by the independent registered public accounting firm, including audit and non-audit services, reviewing the independence of
the independent registered public accounting firm, considering the range of audit and non-audit fees and reviewing the adequacy of Spirit s
internal accounting controls. The audit committee is also responsible for preparing the audit committee report required by SEC regulations to be
included in Spirit s annual report.

Compensation Committee

The Spirit compensation committee consists of three independent directors, Messrs. Gilbert, Gilchrist and Dunn. Mr. Gilbert serves as chair of
Spirit s compensation committee. Spirit has adopted a compensation committee charter, which defines the compensation committee s principal
functions, to include:

assisting the Spirit Board in developing and evaluating potential candidates for executive officer positions and overseeing the
development of executive succession plans;

annually reviewing and approving Spirit s corporate goals and objectives with respect to compensation for executive officers and, at
least annually, evaluating each executive officer s performance in light of such goals and objectives to set his or her annual
compensation, including salary, bonus and equity and non-equity incentive compensation, subject to approval by the Spirit Board;

providing oversight of management s decisions regarding the performance, evaluation and compensation of other officers;

reviewing Spirit s incentive compensation arrangements to confirm that incentive pay does not encourage unnecessary risk taking and
to review and discuss, at least annually, the relationship between risk management policies and practices, business strategy and
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Spirit s executive officers compensation;

reviewing and discussing with management Spirit s compensation discussion and analysis required by SEC regulations and
recommending to the Spirit Board that such compensation discussion and analysis be included in Spirit s annual report; and

preparing the compensation committee report to be included in Spirit s annual report.
Nominating and Corporate Governance Commiittee

Spirit s nominating and corporate governance committee consists of three of Spirit s independent directors, Messrs. Shepherd, Dunn and Charlton.
Mr. Shepherd has been designated as chair of Spirit s nominating and

98

Table of Contents 142



Edgar Filing: Cole Credit Property Trust Il Inc - Form 424B3

Table of Conten

corporate governance committee. The Spirit Board has adopted a nominating and governance committee charter, which defines the nominating
and corporate governance committee s principal functions, to include:

identifying individuals qualified to become members of the Spirit Board and ensuring that the Spirit Board has the requisite expertise
and its membership consists of persons with sufficiently diverse and independent backgrounds;

developing, and recommending to the Spirit Board for its approval, qualifications for director candidates and periodically reviewing
these qualifications with the Spirit Board;

reviewing the committee structure of the Spirit Board and recommending directors to serve as members or chairs of each committee
of the Spirit Board;

reviewing and recommending committee slates annually and recommending additional committee members to fill vacancies as
needed;

developing and recommending to the Spirit Board a set of corporate governance guidelines applicable to Spirit and, at least annually,
reviewing such guidelines and recommending changes to the Spirit Board for approval as necessary;

overseeing the annual self-evaluations of the Spirit Board and management; and

reviewing and approving or ratifying any transaction between Spirit and a related person that is required to be disclosed under the
rules of the SEC.
Compensation Committee Interlocks and Insider Participation

None of Spirit s executive officers serves, or in the past has served, as a member of the board of directors or compensation committee, or other
committee serving an equivalent function, of any entity that has one or more executive officers who serve as members of the Spirit Board or
Spirit s compensation committee. None of the members of Spirit s compensation committee is, or has ever been, an officer or employee of Spirit.

Code of Business Conduct and Ethics

The Spirit Board has adopted a code of business conduct and ethics that applies to Spirit s directors, officers and employees. Among other
matters, Spirit s code of business conduct and ethics is designed to deter wrongdoing and to promote:

honest and ethical conduct, including the ethical handling of actual or apparent conflicts of interest between personal and
professional relationships;

full, fair, accurate, timely and understandable disclosure in Spirit s SEC reports and other public communications;

compliance with applicable governmental laws, rules and regulations;
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prompt internal reporting of violations of the code to appropriate persons identified in the code; and

accountability for adherence to the code of business conduct and ethics.
Any waiver of the code of business conduct and ethics for Spirit s directors or executive officers must be approved by a majority of Spirit s
independent directors, and any such waiver shall be promptly disclosed as required by law and NYSE regulations.

Indemnification

Spirit has entered into indemnification agreements with each of its directors and executive officers that obligate Spirit to indemnify each of its
directors and executive officers to the maximum extent permitted by
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Maryland law. The indemnification agreements provide that, if a director or executive officer is a party or is threatened to be made a party to any
proceeding by reason of his or her service as a director, officer, employee or agent of Spirit or as a director, officer, partner, member, manager or
trustee of any other foreign or domestic corporation, real estate investment trust, partnership, limited liability company, joint venture, trust,
employee benefit plan or other enterprise that he or she is or was serving in that capacity at Spirit s request, Spirit must indemnify the director or
executive officer for all expenses and liabilities actually and reasonably incurred by him or her, or on his or her behalf, to the maximum extent
permitted under Maryland law, including in any proceeding brought by the director or executive officer to enforce his or her rights under the
indemnification agreement, to the extent provided by the agreement. The indemnification agreements also require Spirit to advance reasonable
expenses incurred by the indemnitee within ten days of the receipt by Spirit of a statement from the indemnitee requesting the advance, provided
the statement evidences the expenses and is accompanied or preceded by:

a written affirmation of the indemnitee s good faith belief that he or she has met the standard of conduct necessary for
indemnification; and

a written undertaking, which may be unsecured, by the indemnitee or on his or her behalf to repay the amount paid if it shall
ultimately be established that the standard of conduct has not been met.
The indemnification agreements also provide for procedures for the determination of entitlement to indemnification, including requiring such
determination be made by independent counsel after a change of control of Spirit.

Spirit s charter permits it, and its bylaws obligate it, to the maximum extent permitted by Maryland law, to indemnify and to pay or reimburse
reasonable expenses in advance of final disposition of a proceeding to (1) any of Spirit s present or former directors or officers who is made or
threatened to be made a party to the proceeding by reason of his or her service in that capacity or (2) any individual who, while serving as Spirit s
director or officer and at Spirit s request, serves or has served as a director, officer, partner, member, manager, trustee, employee or agent of
another corporation, real estate investment trust, partnership, limited liability company, joint venture, trust, employee benefit plan or any other
enterprise and who is made or threatened to be made a party to the proceeding by reason of his or her service in that capacity.

In addition, Spirit s directors and officers may be entitled to indemnification pursuant to the terms of the partnership agreement of the Spirit
Partnership.

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors, officers or persons controlling Spirit
pursuant to the foregoing provisions, Spirit has been informed that in the opinion of the SEC such indemnification is against public policy as
expressed in the Securities Act and is therefore unenforceable.

Transactions with Related Persons; Promoters and Certain Control Persons
Registration Rights Agreement

Spirit is a party to a registration rights agreement with Redford Holdco, LLC, referred to herein as Redford, investors in Redford (including
Macquarie, Kaupthing hf., Isis Investments Limited and entities affiliated with TPG- Axon), TLC lenders (as defined below) and certain
members of Spirit s management team. The agreement provides for various registration rights.

Indemnification of Directors and Olfficers

Spirit has entered into indemnification agreements with each of its directors and executive officers, as described in The Companies Spirit Realty
Capital, Inc. Indemnification beginning on page 99.
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Relationships with Macquarie Capital (USA) Inc.

Kevin M. Charlton, a member of the Spirit Board, is a Managing Director in the Principal Transactions Group of Macquarie Capital (USA) Inc.
Spirit s August 2007 privatization was structured and led by an affiliate of Macquarie Capital (USA) Inc. Macquarie, an affiliate of Macquarie
Capital (USA) Inc., owns approximately 7.7% of the Spirit common stock as of March 25, 2013.

Set forth below is a summary of certain transactions that Spirit has completed with Macquarie Capital (USA) Inc. and its affiliates.

Macquarie Capital (USA) Inc. was one of the joint book-running managers of the Spirit IPO and received its pro rata share of the underwriting
discounts and commissions.

In connection with the merger agreement, Macquarie entered into a Voting Agreement with CCPT II described under the section Voting
Agreements beginning on page 267. MIHI is an affiliate of Macquarie, of which Mr. Charlton (a member of the Spirit Board) is a member of the
board of directors, and MIHI joined Barclays Bank as party to the commitment letter by way of a joinder agreement (together with Deutsche
Bank) signed after the initial execution of the commitment letter and the merger agreement. Subject to certain conditions, additional parties may
also provide financing commitments with Barclays Bank, Deutsche Bank and MIHI pursuant to the terms of the commitment letter. Pursuant to
its financing commitments for such facilities, Barclays Bank, Deutsche Bank and MIHI expect to receive certain customary indemnification and
fees (based on their pro rata participation under the commitment letter) from the Spirit Partnership, including certain fees payable depending on
various circumstances and contingencies. The Spirit Partnership is under no obligation to draw upon the financing commitments from Barclays
Bank, Deutsche Bank and MIHI. The Spirit Partnership is currently exploring the availability of alternative debt financing. For more information
regarding the financing related to the merger, see The Merger Agreement Financing Related to the Merger beginning on page 264.

EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

This section discusses the principles underlying Spirit s policies and decisions with respect to the compensation of its executive officers who are
named in the Summary Compensation Table below and the principal factors relevant to an analysis of these policies and decisions. In 2012,
Spirit s named executive officers and their positions were as follows:

Thomas H. Nolan, Jr., Chief Executive Officer;

Michael A. Bender, Senior Vice President, Chief Financial Officer;

Peter M. Mavoides, President and Chief Operating Officer;

Gregg A. Seibert, Senior Vice President; and

Mark L. Manheimer, Senior Vice President.
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Specifically, this section provides an overview of Spirit s executive compensation philosophy, the overall objectives of Spirit s executive
compensation program and each compensation component that Spirit provides. Each of the key elements of Spirit s executive compensation
program is discussed in more detail below. The following discussion and analysis of compensation arrangements of Spirit s named executive
officers should be read together with the compensation tables and related disclosures set forth below.

Executive Summary

The following table sets forth the key elements of Spirit s named executive officers compensation, along with the primary objective associated
with each element of compensation.

Compensation Element Primary Objective

Base salary To compensate ongoing performance of job responsibilities and provide a fixed and
knowable minimum income level as a necessary tool in attracting and retaining
employees.

Annual performance-based cash compensation (bonuses  To incentivize the attainment of short-term corporate objectives and individual
and sales commissions, as applicable) contributions to the achievement of those objectives.

Long-term equity incentive compensation To emphasize long-term performance objectives, align the interests of Spirit s named
executive officers with stockholder interests, encourage the maximization of
stockholder value and retain key executives.

Severance and change in control benefits To encourage the continued attention and dedication of Spirit s named executive
officers and provide reasonable individual security to enable Spirit s named executive
officers to focus on Spirit s best interests, particularly when considering strategic
alternatives that may adversely impact its named executive officers.

Retirement savings (401(k)) plan To provide retirement savings in a tax-efficient manner.

Health and welfare benefits To provide typical protections from health, dental, death and disability risks.

To serve the foregoing objectives, Spirit s overall compensation program is generally designed to be flexible and complementary rather than
purely formulaic. In alignment with the objectives set forth above, the compensation committee of the Spirit Board (or, prior to the Spirit IPO,
the Spirit Board) has generally determined the overall compensation of Spirit s named executive officers and its allocation among the elements
described above, relying on the analyses and advice provided by its compensation consultant as well as input from Spirit s management team.

Spirit s compensation decisions for the named executive officers in 2012, including each of the key elements of its executive compensation
program, are discussed in more detail below.

Determination of Compensation
Roles of the Spirit Board and Chief Executive Officer in Compensation Decisions

Prior to the Spirit IPO in September 2012, the Spirit Board, in conjunction with its Chief Executive Officer, was responsible for overseeing

Spirit s executive compensation program, as well as determining and approving the ongoing compensation arrangements for the Chief Executive
Officer and other named executive officers. The Spirit Board and Chief Executive Officer met periodically as necessary throughout the year to
review adjustments to the compensation, including base salary, annual bonus and long-term equity awards, for Spirit s
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named executive officers. Since the completion of the Spirit I[PO, the compensation committee of the Spirit Board has overseen the
compensation program for all named executive officers.

Spirit s Chief Executive Officer evaluates the individual performance and contributions of each other named executive officer and reports to the
compensation committee (or, prior to the Spirit IPO, the Spirit Board) his determinations regarding the other named executive officers
compensation. Spirit s Chief Executive Officer does not participate in any formal discussion with its compensation committee (or, prior to the
Spirit IPO, the Spirit Board) regarding decisions on his own compensation and recuses himself from meetings when his compensation is
discussed.

Spirit does not generally rely on formulaic guidelines or react to short-term changes in business performance for determining the mix or levels of
cash and equity-based compensation, but rather maintains a flexible compensation program that allows Spirit to adapt components and levels of
compensation to motivate, reward and retain individual named executive officers within the context of its desire to attain financial and
operational goals. Subjective factors considered in compensation determinations include a named executive officer s responsibilities, leadership
abilities, skills, contributions as a member of the executive management team and contributions to Spirit s overall performance and whether the
total compensation potential and structure is sufficient to ensure the retention of a named executive officer when considering the compensation
potential that may be available elsewhere.

Engagement of Compensation Consultants

Following the Spirit [PO in September 2012, Spirit s compensation committee engaged Towers Watson, a compensation consulting firm, to
provide advice regarding, and to assist Spirit in formulating, the post-Spirit [PO compensation program for its employees, including its named
executive officers. In 2012, Towers Watson did not perform and does not currently provide any other services to management or Spirit, and
Spirit did not engage the services of any other compensation consultant.

Executive Compensation Philosophy and Objectives

The market for experienced management is highly competitive in Spirit s industry. Spirit s goal is to attract and retain the most highly qualified
executives to manage each of its business functions. In doing so, Spirit draws upon a pool of talent that is highly sought after by similarly-sized
real estate investment trusts and other real estate companies. Spirit s executive compensation philosophy recognizes that, given that the market
for experienced management is highly competitive in its industry, key and core to Spirit s success is its ability to attract and retain the most
highly-qualified executives to manage each of its business functions.

Spirit regards as fundamental that executive officer compensation be structured to provide competitive base salaries and benefits to attract and
retain superior employees, and to provide incentive compensation to motivate executive officers to attain, and to reward executive officers for
attaining, financial, operational, individual and other goals that are consistent with increasing stockholder value. Spirit also believes that its
executive compensation program should include a long-term incentive component that aligns executives interests with its stockholders interests.
The objective of Spirit s long-term incentive awards, including equity-based compensation, is to encourage executives to focus on its long-term
growth and incentivize executives to manage Spirit from the perspective of stockholders with a meaningful stake in Spirit s success.

Spirit views the components of its executive compensation program as related but distinct, and expects to regularly reassess the total
compensation of its named executive officers to ensure that Spirit s overall compensation objectives are met. Historically, not all components
have been provided to Spirit s named executive officers. Spirit has considered, but not relied upon exclusively, the following factors in
determining the appropriate level for each compensation component: its understanding of the competitive market based on the collective
experience of members of its compensation committee (or, prior to the Spirit IPO, the Spirit Board)
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and their review of compensation surveys; Spirit s recruiting and retention goals; its view of internal equity and consistency; the length of service
of its executive officers; its overall performance; and other considerations the Spirit Board, compensation committee and/or Chief Executive
Officer determine are relevant.

Each of the primary elements of Spirit s executive compensation program is discussed in more detail below. While Spirit has identified particular
compensation objectives that each element of executive compensation serves, its compensation programs are designed to be flexible and
complementary and to collectively serve all of the executive compensation objectives described above. Accordingly, whether or not specifically
mentioned below, Spirit believes that, as a part of its overall executive compensation policy, each individual element, to a greater or lesser

extent, serves each of its compensation objectives and that, collectively, they are effective in achieving Spirit s overall objectives.

Elements of Executive Compensation Program

The following describes the primary components of Spirit s executive compensation program for each of its named executive officers, the
rationale for each component and how compensation amounts are determined.

Base Salary

Spirit provides its named executive officers with a base salary to compensate them for services rendered to Spirit during the fiscal year. The base
salary payable to each named executive officer is intended to provide a fixed component of compensation reflecting the executive s skill set,
experience, role and responsibilities. Generally, initial base salary amounts are established based on consideration of, among other factors, the
scope of the named executive officer s responsibilities, years of service and the general knowledge of Spirit s compensation committee (or, prior
to the Spirit IPO, the Spirit Board) or Chief Executive Officer of the competitive market based on, among other things, experience with other
companies and its industry. Thereafter, the base salaries of Spirit s named executive officers have been reviewed periodically by the Spirit Board
(prior to the Spirit [PO), compensation committee or Chief Executive Officer and merit salary increases have been made as deemed appropriate
based on such factors as the scope of an executive officer s responsibilities, individual contribution, prior experience and sustained performance.

In 2012, the base salaries for Messrs. Nolan, Bender and Mavoides were not increased. As Mr. Seibert s base salary was reduced from $320,850
in 2010 to $180,000 in 2011 to reflect a one-time 2011 special bonus opportunity, in connection with entering into a new employment agreement
with Spirit in January 2012, Mr. Seibert s annual base salary was increased from $180,000 to $250,000. Mr. Manheimer joined Spirit in April
2012 and his base salary was established as part of an arms -length negotiation with Spirit.

Annual Performance-Based Compensation

Spirit uses cash bonuses to motivate its named executive officers to achieve its short-term financial and strategic objectives while making
progress towards its longer-term growth and other goals. Spirit does not maintain a formal bonus program, and 2012 annual bonuses were
approved by its compensation committee, determined based on the Chief Executive Officer s (or, with respect to the Chief Executive Officer,
Spirit s compensation committee s) assessment of the executive s performance and the performance of Spirit.

Spirit has entered into employment agreements with each of Messrs. Nolan, Bender, Mavoides, Seibert and Manheimer pursuant to which the
named executive officer is eligible to receive a discretionary annual bonus targeted at 150% (Nolan) or 100% (all other named executive

officers), based on the achievement of performance criteria established by the Spirit Board at any time prior to the end of the applicable fiscal
year. Mr. Nolan s amended employment agreement provides that his maximum bonus opportunity will be equal to 200% of his base salary. In
determining 2012 annual cash bonuses, Spirit s compensation committee took into consideration each executive s role in successfully completing
the Spirit IPO, as well as each executive s
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contributions in 2012 to the merger. Based on the compensation committee s evaluation of these achievements, Spirit s compensation committee
determined to award Mr. Nolan his maximum annual bonus for the year (200% of base salary), and to award (i) each of Messrs. Bender and
Mavoides an annual bonus at the level that was one-third above each executive s target annual bonus for the year and (ii) each of Messrs. Seibert
and Manheimer an annual bonus equal to the executive s target annual bonus for the year. Mr. Manheimer s annual bonus was prorated to reflect
his partial year of service, as he joined Spirit in April 2012.

The following table sets forth each named executive officer s 2012 target bonus and 2012 actual bonus.

Target 2012 Cash Actual 2012 Cash
Named Executive Officer Bonus ($) Bonus ($)
Thomas H. Nolan, Jr. 1,050,000 1,400,000
Michael A. Bender 350,000 466,666
Peter M. Mavoides 450,000 600,000
Gregg A. Seibert 250,000 250,000
Mark L. Manheimer 175,000 175,000

In addition, in connection with entering into his employment agreement in April 2012, Mr. Manheimer was awarded a one-time signing bonus
equal to $125,000.

Long-Term Equity-Based Incentives

The goals of Spirit s long-term equity-based awards are to reward and encourage long-term corporate performance based on the value of its stock
and, thereby, to align the interests of its executive officers, including its named executive officers, with those of Spirit s stockholders. Prior to the
Spirit IPO, Spirit offered long-term incentives to its named executive officers through grants of profits interest units and restricted units in
Redford, which prior to the Spirit IPO was owned by investors who sponsored Spirit s earlier privatization and certain members of its current and
former management team. In connection with the Spirit IPO, Spirit has awarded long-term equity incentives to its named executive officers
through grants of restricted common stock in Spirit, pursuant to the Spirit Incentive Award Plan.

The size and form of the initial equity awards for Spirit s named executive officers typically have been established through arm s-length
negotiation at the time the individual was hired or at the time at which Spirit entered into an employment agreement with the named executive
officer. In making these awards, Spirit considers, among other things, the prospective role and responsibility of the individual, competitive
factors, the amount of equity-based compensation held by the executive officer at his or her former employer, Spirit s compensation committee s
(or, prior to the Spirit IPO, the Spirit Board s) collective experience with compensation paid in respect of similar roles and in companies in
similar stages of growth and industries as Spirit at the time the executive officer was hired, the cash compensation received by the executive
officer and the need to create a meaningful opportunity for reward predicated on the creation of long-term stockholder value.

In connection with entering into each of their employment agreements, on December 15, 2011, Redford granted restricted units in Redford to
Messrs. Nolan, Bender and Mavoides that would vest: (1) 50% upon an initial public offering of Spirit or Redford occurring on or prior to
December 31, 2012, with the remaining 50% to vest either (a) in three equal annual installments on the first through third anniversaries of the
initial public offering or (b) in full upon a subsequent change of control (as defined in each amended employment agreement) of Spirit or
Redford; or (2) 100% upon a change of control of Spirit or Redford occurring on or prior to December 31, 2012, subject, in each case, to the
executive s continued employment with Spirit through the applicable vesting date(s) described in (1) or (2). In connection with the Spirit IPO, in
September 2012, Messrs. Nolan, Bender and Mavoides agreed with Redford to terminate and cancel their respective restricted unit awards, and
Spirit granted Messrs. Nolan, Bender and Mavoides 352,942 shares, 58,824 shares and 58,824 shares, respectively, of restricted common stock
of Spirit. These restricted common stock awards are subject to substantially the same vesting terms as the
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Redford restricted unit awards. As a result, 50% of such shares of restricted common stock vested upon the completion of the Spirit IPO, with

the remaining 50% to vest either (i) in three equal annual installments on the first through third anniversaries of the Spirit IPO or (ii) in full upon

a subsequent change of control (as defined in each amended employment agreement) of Spirit, subject, in each case, to the executive s continued
employment with Spirit through the applicable vesting date(s) set forth in (i) or (ii). In January 2013 each of Messrs. Nolan, Bender and

Mavoides entered into waiver agreements pursuant to which each executive agreed that the Merger would not constitute a change of control for
purposes of these awards.

In September 2012, Spirit adopted, and its stockholders approved, the Spirit Incentive Award Plan. Pursuant to the Spirit Incentive Award Plan,
Spirit made grants of restricted common stock to certain of its employees, including its named executive officers, in connection with the Spirit
IPO. Each restricted stock award was denominated as a specified dollar value, and the actual number of shares issued was calculated by dividing
the total denominated dollar value of the award by the per share initial public offering price of Spirit common stock ($15.00). The dollar value
associated with Mr. Seibert s award and Mr. Manheimer s award each was established as part of the negotiation process for the executive s 2012
employment agreement. The actual number of shares granted in connection with the Spirit IPO to its named executive officers (other than the
awards granted with respect to the Redford restricted units, as discussed above) is set forth in the table below.

Approximate
Restricted Stock

Denominated Shares of

Grant Value Restricted Stock
Named Executive Officer [€)) #)
Thomas H. Nolan, Jr. 4,800,000 320,000
Michael A. Bender 2,250,000 150,000
Peter M. Mavoides 2,700,000 180,000
Gregg A. Seibert 750,000 50,000
Mark L. Manheimer 750,000 50,000

These restricted stock grants were awarded to reflect the increased expectations in Spirit s named executive officers once it became a public
company, to incentivize and reward increases in long-term stockholder value and to further align their interests with those of Spirit s
stockholders, as well as to encourage retention of the named executive officers, and are subject to vesting over a period of three years
commencing on the closing of the Spirit IPO, subject to the executive s continued employment with Spirit.

For additional information regarding the vesting terms and conditions applicable to all outstanding restricted stock awards held by Spirit s named
executive officers, refer to  Potential Payments Upon Termination or Change of Control below.

Spirit does not currently have any formal stock ownership requirements or guidelines for its named executive officers. Spirit s compensation
committee will continue to periodically review best practices and re-evaluate its position with respect to such requirements or guidelines.

Retirement Savings

Spirit has established a 401(k) retirement savings plan for its employees, including its named executive officers, who satisfy certain eligibility
requirements. Spirit s named executive officers are eligible to participate in the 401(k) plan on the same terms as other full-time employees. The
Code allows eligible employees to defer a portion of their compensation, within prescribed limits, on a pre-tax basis through contributions to the
401(k) plan. Currently, Spirit matches contributions made by participants in the 401(k) plan up to a specified percentage of the employee
contributions, and these matching contributions are fully vested as of the date on which the contribution is made. Spirit believes that providing a
vehicle for tax-deferred retirement savings through its 401(k) plan, and making fully vested matching contributions, adds to the overall
desirability of its executive compensation package and further incentivizes Spirit s employees, including its named executive officers, in
accordance with its compensation policies.
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All of Spirit s full-time employees, including its named executive officers, are eligible to participate in its health and welfare plans, including:

medical and dental benefits, as well as vision discounts;

medical and dependent care flexible spending accounts;

short-term and long-term disability insurance;

accidental death and dismemberment insurance; and

life insurance.
With the exception of the flexible spending accounts, premiums for each of Spirit s employee s health and welfare plans were paid in full by Spirit
for the 2012 plan year. In addition, Spirit contributed $500 to the medical flexible spending account for each individual who was employed on
January 1, 2012. Spirit designs its employee benefits programs to be affordable and competitive in relation to the market, and Spirit modifies its
employee benefits programs as needed based upon regular monitoring of applicable laws and practices in the competitive market.

These benefits are provided to its named executive officers on the same general terms as they are provided to all of Spirit s full-time employees,
with the exception of certain additional supplemental long-term disability insurance, which covers participating executives, including its named
executive officers, in addition to any related gross-up of taxes to make the named executive officers whole. Spirit may also reimburse certain of
its named executive officers for reasonable legal fees and expenses incurred in connection with the negotiation of an employment agreement. In
addition, Spirit has agreed under certain circumstances to pay directly or reimburse its named executive officers for certain travel and/or
relocation expenses incurred, in addition to pay any related tax gross-up, in connection with commuting and/or a relocation made at the request
of Spirit. Spirit believes that providing these benefits is a relatively inexpensive way to enhance the competitiveness of the executives
compensation packages.

In the future, Spirit may provide perquisites or other personal benefits in limited circumstances, such as where Spirit believes it is appropriate to
assist an individual named executive officer in the performance of his duties, to make its named executive officers more efficient and effective,
and for recruitment, motivation and/or retention purposes. Future practices with respect to perquisites or other personal benefits for Spirit s
named executive officers will be approved and subject to periodic review by Spirit s compensation committee. Spirit does not expect these
perquisites to be a material component of its compensation program.

Severance and Change of Control-Based Compensation

As more fully described below under the section  Potential Payments Upon Termination or Change of Control, certain of Spirit s named executive
officers employment agreements that were in effect during 2012 provided for certain payments and/or benefits upon a qualifying termination of
employment or in connection with a change of control.

Payments and/or benefits provided in the amended employment agreements for Messrs. Nolan, Bender, Mavoides and Seibert, and the

employment agreement for Mr. Manheimer, in each case, upon a termination by Spirit without cause , by the employee for good reason or as a
result of Spirit s non-extension of the employment term include, without limitation, (1) a multiple of base salary, (2) with respect to Messrs.

Nolan, Bender and Mavoides, a lump-sum cash payment ranging from $150,000 to $1,000,000 and, in certain cases, accelerated vesting of the
executive s restricted common stock awards granted in connection with the termination of the executive s Redford restricted unit award, (3) with
respect to Mr. Manheimer, a prorated performance bonus for Spirit s fiscal year in which the termination occurs and (4) with respect to Messrs.
Seibert and Manheimer, (A) a pro-rated bonus based on the executive s most recent annual cash bonus paid within the three
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years prior to the year in which the termination occurs, (B) an amount equal to the annual cash bonus earned by the executive in the year prior to
the year in which the termination occurs and (C) accelerated vesting of the restricted stock award granted to the executive in connection with the
Spirit IPO. The amended employment agreements for Messrs. Nolan, Bender and Mavoides also provide for gross-up payments to reimburse
these executives for any excise taxes imposed on the executive in connection with the occurrence of a change of control (as defined in each
amended employment agreement).

Furthermore, the restricted stock award agreements covering the restricted stock awards granted to Messrs. Nolan, Bender and Mavoides in
connection with the Spirit IPO provide for accelerated vesting of these awards upon a termination by Spirit without cause or by the employee for
good reason , or as a result of Spirit s non-extension of the employment term under the executive s amended employment agreement.

Spirit believes that job security and terminations of employment, both within and outside of the change of control context, are causes of
significant concern and uncertainty for senior executives and that providing protections to its named executive officers in these contexts is
therefore appropriate in order to alleviate these concerns and allow the executives to remain focused on their duties and responsibilities to Spirit
in all situations.

Tax and Accounting Considerations
Code Section 162(m)

Generally, Section 162(m) of the Code, or Section 162(m), disallows a tax deduction for any publicly-held corporation for individual
compensation exceeding $1.0 million in any taxable year to its chief executive officer and each of its three other most highly compensated
executive officers, other than its chief financial officer, unless compensation qualifies as performance-based compensation within the meaning
of the Code. Prior to the Spirit IPO in September 2012, the Spirit Board and Chief Executive Officer had not previously taken the deductibility
limit imposed by Section 162(m) into consideration in setting compensation. Spirit s compensation committee may seek to qualify the variable
compensation paid to its named executive officers for an exemption from the deductibility limitations of Section 162(m). As such, in approving
the amount and form of compensation for its named executive officers in the future, Spirit s compensation committee will consider all elements
of the cost to Spirit of providing such compensation, including the potential impact of Section 162(m). However, Spirit s compensation
committee may, in its judgment, authorize compensation payments that do not comply with the exemptions in Section 162(m) when it believes
that such payments are appropriate to attract and retain executive talent.

Furthermore, under a Section 162(m) transition rule for compensation plans of corporations which are privately held and which become publicly
held in an initial public offering, certain awards under the Spirit Incentive Award Plan and other pre-existing plans will not be subject to

Section 162(m) until the expiration of a post-closing transition period, which will occur on the earliest to occur of Spirit s annual stockholders
meeting in 2016, a material modification or expiration of the applicable plan or the exhaustion of the shares or other compensation reserved for
issuance under the plan.

Code Section 409A

Section 409A of the Code, or Section 409A, requires that nonqualified deferred compensation be deferred and paid under plans or arrangements
that satisfy the requirements of the statute with respect to the timing of deferral elections, timing of payments and certain other matters. Failure

to satisfy these requirements can expose employees and other service providers to accelerated income tax liabilities, penalty taxes and interest on
their vested compensation under such plans. Accordingly, as a general matter, it is Spirit s intention to design and administer its compensation
and benefits plans and arrangements for all of its employees and other service providers, including Spirit s named executive officers, so that they
are either exempt from, or satisfy the requirements of, Section 409A.
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Section 280G of the Code, or Section 280G, disallows a tax deduction with respect to excess parachute payments to certain executives of
companies which undergo a change of control. In addition, Section 4999 of the Code, or Section 4999, imposes a 20% excise tax on the
individual with respect to the excess parachute payment. Parachute payments are compensation linked to or triggered by a change of control and
may include, but are not limited to, bonus payments, severance payments, certain fringe benefits, and payments and acceleration of vesting from
long-term incentive plans including stock options and other equity-based compensation. Excess parachute payments are parachute payments that
exceed a threshold determined under Section 280G based on the executive s prior compensation. In approving the compensation arrangements
for Spirit s named executive officers, its compensation committee considers all elements of the cost to Spirit of providing such compensation,
including the potential impact of Section 280G. However, Spirit s compensation committee may, in its judgment, authorize compensation
arrangements that could give rise to loss of deductibility under Section 280G and the imposition of excise taxes under Section 4999 when it
believes that such arrangements are appropriate to attract and retain executive talent.

Accounting for Stock-Based Compensation

Spirit follows FASB Accounting Standards Codification Topic 718, or ASC Topic 718, for its stock-based compensation awards. ASC Topic
718 requires companies to calculate the grant date fair value of their stock-based awards using a variety of assumptions. ASC Topic 718 also
requires companies to recognize the compensation cost of their stock-based awards in their income statements over the period that an employee
is required to render service in exchange for the award. Grants of stock options, restricted stock, restricted stock units and other equity-based
awards under Spirit s equity incentive award plans will be accounted for under ASC Topic 718. Spirit s compensation committee will regularly
consider the accounting implications of significant compensation decisions, especially in connection with decisions that relate to its equity
incentive award plans and programs. As accounting standards change, Spirit may revise certain programs to appropriately align accounting
expenses of its equity awards with its overall executive compensation philosophy and objectives.

Compensation Tables
Summary Compensation Table

The following table sets forth information concerning the compensation of Spirit s named executive officers for the years ended December 31,
2011 and December 31, 2012.

Non-Equity
Incentive
Stock Plan All Other
Name and Principal Position Year Salary($) Bonus($)V) Awards($)®  Compensation(ffompensation($)®  Total($)
Thomas H. Nolan, Jr. 2012 700,000 1,400,000 10,880,000 7,035 12,987,035
Chief Executive Officer 2011 227,500 456,438 ® 25,312 709,250©
Michael A. Bender 2012 350,000 466,666 3,287,500 24,333 4,128,499
Senior Vice President and Chief 2011 290,000 386,667 ® 19,743 696,410©
Financial Officer
Peter M. Mavoides 2012 450,000 600,000 3,745,000@ 41,615 4,836,615
President, Chief Operating Officer 2011 127,500 170,959 ) 52,318 350,777©
Gregg A. Seibert 2012 250,000 250,000 762,500 23,270 1,285,770
Senior Vice President 2011 185,869 100,000 50,000 23,710 359,579
Mark L. Manheimer 2012 169,445 300,000® 762,500® 4,088 1,236,033

Senior Vice President
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Amounts represent bonus payments earned by Spirit s named executive officers in 2012. The bonus for Mr. Manheimer was prorated to
reflect his partial year of service with Spirit in 2012.

Amounts represent the full grant date fair value of the awards granted in the applicable year, in each case calculated in accordance with
ASC Topic 718. Amounts for the year ended December 31, 2012 for Messrs. Nolan, Bender and Mavoides include the full grant date fair
value of restricted stock awards granted to the executive in connection with the cancellation of Redford restricted unit awards granted in
2011 and disclosed in footnote (5) to the Summary Compensation Table, below.

The following table sets forth the amounts of other compensation, including perquisites, paid to, or on behalf of, Spirit s named executive
officers during 2012 included in the All Other Compensation column. Perquisites and other personal benefits are valued based on the
aggregate incremental cost to Spirit.

Commuting and 401(k) Plan
Life Supplemental Long- Lodging Company Legal

Name Insurance($)® Term Disability($)® Reimbursement ($)(©) Contribution ($) Fees($)@
Thomas H. Nolan, Jr. 30 7,005

Michael A. Bender 30 14,303 10,000

Peter M. Mavoides 30 11,382 20,203 10,000

Gregg A. Seibert 30 13,240 10,000

Mark L. Manheimer 20 3,155 913

(a) Amounts represent life insurance premiums paid by Spirit for policies on behalf of Spirit s named executive officers.

(b) Amounts represent premium payments by Spirit for supplemental long-term disability insurance policies for Messrs. Nolan, Bender,
Mavoides, Seibert and Manheimer equal to $4,098, $9,878, $7,885, $9,500 and $2,207, respectively, plus related tax gross-up
payments equal to $2,907, $4,425, $3,497, $3,740 and $948, respectively.

(c) Represents amount paid by Spirit for moving expenses incurred by Mr. Mavoides in connection with his relocation to Scottsdale,
Arizona.

(d) Represents amount paid by Spirit for legal fees incurred by Mr. Manheimer in connection with the negotiation of his employment
agreement in 2012.

Amount represents the full grant date fair value of restricted common stock awards granted during 2012, calculated in accordance with
ASC Topic 718. For a discussion of the assumptions used to calculate the value of all restricted common stock awards made to named
executive officers, refer to Note 13 to Spirit s consolidated financial statements for the period ended December 31, 2012 included herein.
Amount represents the grant date fair value of the Redford restricted units granted during 2011 based upon the probable outcome of the
performance conditions and calculated in accordance with ASC Topic 718. Assuming that the highest level of performance was achieved,
the maximum value of the Redford restricted units granted to Messrs. Nolan, Bender and Mavoides was $6,000,000, $1,000,000 and
$1,000,000, respectively. The amount reported revises the amount previously disclosed in Spirit s 2011 Summary Compensation Table
contained in its Form S-11, and related amendments, which were filed with the Securities and Exchange Commission in 2012. The
Redford restricted units were terminated and canceled in connection with the grant to Messrs. Nolan, Bender and Mavoides of 352,942
shares, 58,824 shares and 58,824 shares, respectively, of restricted common stock reported in the Stock Awards column for the year ended
December 31, 2012.

The amount reported revises the amount previously disclosed in Spirit s 2011 Summary Compensation Table contained in its Form S-11,
and related amendments, which were filed with the Securities and Exchange Commission in 2012.

Amount shown in the Salary column represents the base salary of Mr. Manheimer for the partial-year of service with Spirit in 2012. For
2012, the annual base salary rate for Mr. Manheimer was equal to $250,000.

Amount represents the sum of (a) $175,000, which represents Mr. Manheimer s 2012 annual bonus, pro rated to reflect his partial year of
service with Spirit in 2012 and (b) a $125,000 signing bonus.
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The following table sets forth information regarding grants of plan-based awards made to Spirit s named executive officers for the year ended
December 31, 2012.

All Other Stock
Awards: Number of Grant Date Fair Value
Shares of of Stock Awards

Name Grant Date Stock (#) $m
Thomas H. Nolan, Jr. September 25, 2012 352,942 6,000,000

September 25, 2012 320,000 4,880,000
Michael A. Bender September 25, 2012 58,824 1,000,000®

September 25, 2012 150,000 2,287,500
Peter M. Mavoides September 25, 2012 58,824 1,000,000®

September 25, 2012 180,000 2,745,000
Gregg A. Seibert September 25, 2012 50,000 762,500
Mark L. Manheimer September 25, 2012 50,000 762,500

(1) Amounts represent the full grant date fair value of restricted common stock awards granted during 2012, calculated in accordance with
ASC Topic 718. For a discussion of the assumptions used to calculate the value of all restricted common stock awards made to named
executive officers, refer to Note 13 to Spirit s consolidated financial statements for the period ended December 31, 2012 included herein.

(2) Amount represents the grant date fair value of restricted common stock granted to the executive in connection with the termination and
cancelation of the executive s Redford restricted units.

Narrative Disclosure to Summary Compensation Table and Grants of Plan-Based Awards Table

The following provides a description of the material terms of each named executive officer s employment agreement. In addition to the terms
described below, each of the employment agreements also provide for certain payments and benefits upon a termination without cause, for good
reason (each, as defined in the applicable employment agreement) or as a result of Spirit s non-extension of the employment term, which are
described under the section ~ Potential Payments Upon Termination or Change of Control below.

Thomas H. Nolan, Jr.

In June 2011 Spirit entered into, and subsequently amended, an employment agreement with Mr. Nolan. The initial term of the amended
employment agreement will end on September 4, 2014, subject to automatic one-year extension terms, unless earlier terminated by either Spirit
or Mr. Nolan.

Pursuant to the amended employment agreement, Mr. Nolan commenced his services to Spirit in the capacity of a consultant (reporting to the
Chairman of the Spirit Board). During this consulting period, Mr. Nolan was entitled to receive a fee of $2,800 for each day on which services
were rendered. Mr. Nolan has served as Spirit s Chief Executive Officer since July 2011, and continues to serve in that capacity pursuant to the
amended employment agreement.

Pursuant to the amended employment agreement, during the term of his employment, Mr. Nolan also serves as the Chairman of the Spirit Board.
During the employment term, Mr. Nolan is entitled to receive an annual base salary of $700,000, which is subject to increase at the discretion of
the Spirit Board or compensation committee. In addition, Mr. Nolan is eligible to receive an annual discretionary cash performance bonus
targeted at 150% of his base salary (with a maximum bonus opportunity equal to 200% of his base salary) based on the achievement of
performance criteria established by the Spirit Board or compensation committee at any time prior to the end of the applicable fiscal year.

In connection with entering into the original employment agreement, Redford granted Mr. Nolan an award of restricted units in Redford. As
mentioned above, in connection with the Spirit IPO, Mr. Nolan s Redford restricted unit grant was terminated and canceled and Spirit granted
Mr. Nolan 352,942 shares of restricted Spirit
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common stock, which are subject to substantially the same vesting terms as the restricted unit award. As a result, 50% of such shares of
restricted stock vested upon the completion of the Spirit IPO, with the remaining 50% to vest either (i) in three equal annual installments on the
first through third anniversaries of the Spirit [PO or (ii) in full upon a subsequent change of control (as defined in Mr. Nolan s amended
employment agreement) of Spirit, subject, in each case, to Mr. Nolan s continued employment with Spirit through the applicable vesting date(s)
set forth in (i) or (ii).

Under the amended employment agreement, Mr. Nolan is eligible to participate in customary health, welfare and fringe benefit plans. In
addition, Mr. Nolan is entitled to reimbursement of: (1) reasonable moving expenses, up to $100,000, incurred in connection with Mr. Nolan s
relocation from Illinois; and (2) legal fees and expenses incurred in connection with the negotiation of the amended employment agreement. The
amended employment agreement also contains customary confidentiality, non-compete, non-solicitation, non-disparagement and
inventions/intellectual property provisions.

Michael A. Bender

In August 2011 Spirit entered into, and subsequently amended, an employment agreement with Mr. Bender. The initial term of the amended
employment agreement will end on August 4, 2014, subject to automatic one-year extension terms, unless earlier terminated by either party.
During the term of the amended employment agreement, Mr. Bender will serve as Spirit s Chief Financial Officer.

Pursuant to the amended employment agreement, Mr. Bender is entitled to receive an annual base salary of $290,000, which is subject to
increase at the discretion of the Spirit Board or compensation committee. In addition, Mr. Bender is eligible to receive an annual discretionary
cash performance bonus targeted at 100% of his base salary based on the achievement of performance criteria established by Spirit s
compensation committee at any time prior to the end of the applicable fiscal year.

In connection with entering into the original employment agreement, Redford granted Mr. Bender an award of restricted units in Redford. As
mentioned above, in connection with the Spirit IPO, Mr. Bender s Redford restricted unit grant was terminated and canceled and Spirit granted
Mr. Bender 58,824 shares of restricted Spirit common stock, which are subject to substantially the same vesting terms as the restricted unit
award. As a result, 50% of such shares of restricted stock vested upon the completion of the Spirit IPO, with the remaining 50% to vest either

(1) in three equal annual installments on the first through third anniversaries of the Spirit IPO or (ii) in full upon a subsequent change of control
(as defined in Mr. Bender s amended employment agreement) of Spirit, subject, in each case, to Mr. Bender s continued employment with Spirit
through the applicable vesting date(s) set forth in (i) or (ii).

Under the amended employment agreement, Mr. Bender is eligible to participate in customary health, welfare and fringe benefit plans. In
addition, Mr. Bender is entitled to reimbursement of legal fees and expenses incurred in connection with the negotiation of the amended
employment agreement. The amended employment agreement also contains customary confidentiality, non-compete, non-solicitation,
non-disparagement and inventions/intellectual property provisions.

Peter M. Mavoides

In September 2011 Spirit entered into, and subsequently amended, an employment agreement with Mr. Mavoides. The initial term of the
amended employment agreement will end on September 19, 2014, subject to automatic one-year extension terms, unless earlier terminated by
either party. During the term of the amended employment agreement, Mr. Mavoides will serve as Spirit s President and Chief Operating Officer.

Pursuant to the amended employment agreement, Mr. Mavoides is entitled to receive an annual base salary of $450,000, which is subject to
increase at the discretion of the Spirit Board or compensation committee. In
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addition, Mr. Mavoides is eligible to receive an annual discretionary cash performance bonus targeted at 100% of his base salary based on the
achievement of performance criteria established by the Spirit Board or compensation committee at any time prior to the end of the applicable
fiscal year.

In connection with entering into the original employment agreement, Redford granted Mr. Mavoides an award of restricted units in Redford. As
mentioned above, in connection with the Spirit IPO, Mr. Bender s Redford restricted unit grant was terminated and canceled and Spirit granted
Mr. Mavoides 58,824 shares of restricted Spirit common stock, which are subject to substantially the same vesting terms as the restricted unit
award. As a result, 50% of such shares of restricted stock vested upon the completion of the Spirit IPO, with the remaining 50% to vest either
(1) in three equal annual installments on the first through third anniversaries of the Spirit IPO or (ii) in full upon a subsequent change of control
(as defined in Mr. Mavoides amended employment agreement) of Spirit, subject, in each case, to Mr. Mavoides continued employment with
Spirit through the applicable vesting date(s) set forth in (i) or (ii).

Under the amended employment agreement, Mr. Mavoides is eligible to participate in customary health, welfare and fringe benefit plans. In
addition, Mr. Mavoides is entitled to reimbursement of reasonable moving, commuting and lodging expenses, and an amount equal to any excise
taxes incurred with respect to such reimbursement, incurred in connection with Mr. Mavoides relocation to Arizona. The amended employment
agreement also contains customary confidentiality, non-compete, non-solicitation, non-disparagement and inventions/intellectual property
provisions.

Gregg A. Seibert

In January 2012 Spirit entered into, and in May 2012 it amended, an employment agreement with Mr. Seibert that amends and restates his
January 2011 employment offer letter. The initial term of the amended employment agreement will end on January 3, 2015, subject to automatic
one-year extension terms, unless earlier terminated. During the term of the amended employment agreement, Mr. Seibert will serve as a Senior
Vice President.

Pursuant to the amended employment agreement, Mr. Seibert is entitled to receive an annual base salary of $250,000 (effective January 1, 2012),
which is subject to increase at the discretion of Spirit s compensation committee. In addition, Mr. Seibert is eligible to receive an annual
discretionary cash performance bonus targeted at 100% of his base salary based on the achievement of performance criteria established by the
Spirit Board or compensation committee at any time prior to the end of the year in which the annual bonus may be earned.

In connection with entering into the employment agreement, (i) Spirit agreed to grant Mr. Seibert an award equal to $750,000 of equity in Spirit
common stock upon the closing of the Spirit IPO, and (ii) it is expected that Mr. Seibert will receive an additional equity grant equal to 100% of
his base salary, to be granted at the end of the first year of the initial term, subject to his continued employment.

Under the amended employment agreement, Mr. Seibert is eligible to participate in customary health, welfare and fringe benefit plans. In
addition, Mr. Seibert is entitled to reimbursement of legal fees and expenses incurred in connection with the negotiation of the employment
agreement. The amended employment agreement also contains customary confidentiality, non-compete, non-solicitation, non-disparagement and
inventions/intellectual property provisions.

Mr. Seibert s right to receive the severance payments described below is subject to continued compliance with certain restrictive covenants and
his delivery of an effective general release of claims in favor of Spirit.

Mark L. Manheimer

In April 2012 Spirit entered into an employment agreement with Mr. Manheimer. The initial term of the amended employment agreement will
end on April 17, 2015, subject to automatic one-year extension terms, unless earlier terminated. During the term of the employment agreement,
Mr. Manheimer will serve as Spirit s Senior Vice President.
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Pursuant to the employment agreement, Mr. Manheimer is entitled to receive an annual base salary of $250,000, which is subject to increase at
the discretion of Spirit s compensation committee. In addition, Mr. Manheimer is eligible to receive an annual discretionary cash performance
bonus targeted at 100% of his base salary based on the achievement of performance criteria established by the Spirit Board or compensation
committee at any time prior to the end of the year in which the annual bonus may be earned. In connection with entering into the employment
agreement, Mr. Manheimer also received a one-time $125,000 signing bonus.

In connection with entering into the employment agreement, (i) Spirit agreed to grant Mr. Manheimer an award equal to $750,000 of equity in
Spirit common stock upon the closing of the Spirit IPO, and (ii) it is expected that Mr. Manheimer will receive an additional equity grant equal
to 100% of his base salary, to be granted at the end of the first year of the initial term, subject to his continued employment.

Under the employment agreement, Mr. Manheimer is eligible to participate in customary health, welfare and fringe benefit plans. In addition,
Mr. Manheimer is entitled to reimbursement of legal fees and expenses incurred in connection with the negotiation of the employment
agreement. The amended employment agreement also contains customary confidentiality, non-compete, non-solicitation, non-disparagement and
inventions/intellectual property provisions.

Mr. Manheimer s right to receive the severance payments described below is subject to continued compliance with certain restrictive covenants
and his delivery of an effective general release of claims in favor of Spirit.

Outstanding Equity Awards at 2012 Fiscal Year-End

The following table summarizes the number of shares of Spirit s common stock and other securities underlying outstanding equity incentive plan
awards for each named executive officer as of December 31, 2012.

Stock Awards
Number of Shares of Market Value Of
Stock That Have Not Shares of Stock That
Name Grant Date Vested (#) Have Not Vested($)®
Thomas H. Nolan, Jr. September 25, 2012? 176,471 3,137,654
September 25, 2012 320,000 5,689,600
Michael A. Bender September 25, 2012? 29,412 522,945
September 25, 2012 150,000 2,667,000
Peter M. Mavoides September 25, 2012? 29,412 522,945
September 25, 2012 180,000 3,200,400
Gregg A. Seibert September 25, 2012 50,000 889,000
Mark L. Manheimer September 25, 2012 50,000 889,000

(1) The market value of shares of Spirit s common stock that have not vested is calculated based on the closing trading price of its common
stock as reported on the New York Stock Exchange on December 31, 2012 ($17.78), the last trading day of 2012.

(2) Represents restricted stock awards granted in connection with the termination and cancelation of the executive s Redford restricted units.
Each restricted stock award vested as to 50% of the award upon the Spirit IPO, and the remaining 50% will vest either (i) in three equal
annual installments on the first through third anniversaries of the Spirit IPO (which closed on September 25, 2012) or (ii) in full upon a
subsequent change of control of Spirit, subject to the executive s continued employment with Spirit through the applicable vesting date(s)
described in (i) or (ii).

(3) Represents restricted stock awards granted in connection with the Spirit IPO, which will vest with respect to one-third (1/3) of the shares
subject to the award on each of the first, second and third anniversaries of the closing of the Spirit [PO (September 25, 2012), subject to the
executive s continued employment with Spirit through the applicable vesting date(s) described in (i) or (ii).
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Spirit has not granted any stock options to its named executive officers. The following table summarizes vesting of restricted stock awards
applicable to its named executive officers during the year ended December 31, 2012.

Stock Awards
Number of Shares Acquired
Upon
Vesting
Name #HD® Value Realized On Vesting ($)®
Thomas H. Nolan, Jr. 176,471 2,691,183
Michael A. Bender 29,412 448,533
Peter M. Mavoides 29,412 448,533

(1) Represents restricted stock that vested in 2012 in connection with the Spirit IPO.
(2) Amounts shown are based on the fair market value of its common stock on the applicable vesting date ($15.25).
Potential Payments Upon Termination or Change of Control

Spirit s named executive officers are entitled to certain payments and benefits upon a qualifying termination of employment or a change of
control. The following discussion describes the payments and benefits to which Spirit s named executive officers would have become entitled
upon a qualifying termination of employment or a change of control occurring on December 31, 2012.

Employment Agreements

Under the employment agreements for Messrs. Nolan, Bender, Mavoides, Seibert and Manheimer, if the executive s employment is terminated
by Spirit without cause, by the executive for good reason (each, as defined in the applicable employment agreement) or by reason of Spirit s
failure to extend the term of the executive s employment agreement at the end of the initial three-year employment term or at the end of the
one-year extension period(s) thereafter, then in addition to any accrued amounts,

Mr. Nolan would be entitled to receive the following:

(1) continuation payments totaling two times Mr. Nolan s annual base salary then in effect, payable over the 24-month period following
the termination of employment;

(2) alump-sum payment equal to $1,000,000; and

(3) accelerated vesting of the restricted stock award granted in connection with the termination and cancelation of Mr. Nolan s Redford
restricted unit award;
Mr. Bender would be entitled to receive the following:

(1) continuation payments totaling two times Mr. Bender s annual base salary then in effect, payable over the 24-month period following
the termination of employment;

(2) alump-sum payment equal to $150,000; and
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(3) accelerated vesting of the restricted stock award granted in connection with the termination and cancelation of Mr. Bender s Redford
restricted unit award;
Mr. Mavoides would be entitled to receive the following:

(1) continuation payments totaling one times Mr. Mavoides annual base salary then in effect, payable over the 12-month period
following the termination of employment;

(2) alump-sum payment equal to $150,000;
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(3) aprorated performance bonus for Spirit s fiscal year in which the termination occurs, based on performance achieved for the entire
year; and

(4) accelerated vesting of the restricted stock award granted in connection with the termination and cancelation of Mr. Mavoides
Redford restricted unit award;
Each of Messrs. Seibert and Manheimer would be entitled to receive the following:

(1) oneyear sannual base salary, payable in continuation payments over the 12-month period following the termination of employment
(Seibert) or in a lump-sum payment (Manheimer);

(2) alump-sum payment in an amount equal to the annual cash bonus earned by the executive in the year prior to the year in which the
termination occurs;

(3) an amount equal to the most recent annual cash bonus paid to the executive during the three-year period immediately preceding the
year in which the termination occurs, pro-rated for the portion of the year of termination during which the executive was employed
with Spirit; and

(4) accelerated vesting of the restricted stock award granted to the executive in connection with the Spirit IPO.
Each executive s right to receive the severance payments described above is subject to continued compliance with certain restrictive covenants
and his delivery of an effective general release of claims in favor of Spirit. In the event that a change of control (as defined in the amended
employment agreements for Messrs. Nolan, Bender and Mavoides) of Spirit occurs and an excise tax is imposed as a result of any compensation
or benefits provided to Messrs. Nolan, Bender or Mavoides in connection with such change of control, Spirit will pay or reimburse the executive
an amount equal to such excise tax plus any taxes resulting from such payment or reimbursement.

Furthermore, under the employment agreements for Messrs. Seibert and Manheimer, in the event that the executive is terminated by reason of
his death or disability, the executive will be entitled to receive, in addition to payment of accrued compensation and benefits through the date of
termination, an amount equal to the most recent annual cash bonus paid during the three-year period immediately preceding the year in which
the termination occurs, pro-rated for the portion of the year of termination during which the executive was employed with Spirit.

Equity Awards

The restricted stock award agreements covering the restricted stock awards granted to Messrs. Nolan, Bender and Mavoides in connection with
the Spirit IPO provide for accelerated vesting of these awards upon a termination by Spirit without cause or by the employee for good reason , or
as a result of Spirit s non-extension of the employment term under the executive s amended employment agreement.

Waiver Agreements

In January 2013 Messrs. Nolan, Bender, Mavoides, Seibert and Manheimer each entered into waiver agreements, pursuant to which the

executive agreed that (i) the Merger will not constitute a change in control for purposes of the executive s amended employment agreement and
related restricted stock agreements, (ii) any change in position that occurs in connection with the Merger will not constitute good reason or a
termination without cause for purposes of the executive s amended employment agreement and related restricted stock agreements. Under the
waiver agreements, each of Messrs. Nolan, Bender and Mavoides also waived his entitlement to a tax gross-up payment under Section 280G of

the Code as a result of any payments made to him in connection with the Merger.
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Summary of Potential Payments

The following table summarizes the payments that would be made to certain of Spirit s named executive officers upon the occurrence of certain
qualifying terminations of employment, assuming such named executive officer s termination of employment with Spirit occurred on
December 31, 2012 and, where relevant, that a change of control of Spirit occurred on December 31, 2012. Amounts shown in the table below
do not include (1) accrued but unpaid salary and (2) other benefits earned or accrued by the named executive officer during his employment that

are available to all salaried employees, such as accrued vacation.

Name
Thomas H. Nolan, Jr.

Michael A. Bender

Peter M. Mavoides

Gregg A. Seibert

Mark L. Manheimer

Benefit
Cash Severance®
Accelerated Vesting®
Excise Tax Gross-Up®
Total

Cash Severance®
Accelerated Vesting®
Excise Tax Gross-Up®
Total

Cash Severance®
Bonus®

Accelerated Vesting®
Excise Tax Gross-Up®
Total

Cash Severance®
Bonus?

Accelerated Vesting®
Total

Cash Severance®
Bonus®

Accelerated Vesting®
Total

Termination
Without Cause, For
Good Reason or
due to Company
Non-Renewal of

Upon Death, Employment
Disability Agreement (No
or Change of
Retirement Control)($)
2,400,000
8,827,254

Termination

11,227,254

850,000
3,189,945

4,039,945

600,000
600,000
3,723,345

4,923,345

250,000
200,000
889,000
1,339,000

250,000

100,000

100,000

889,000
1,139,000

Termination
Without
Cause, For
Good Reason
or due to
Company Non-
Renewal of
Employment
Agreement In
Connection
with a Change
of Control ($)(V
2,400,000

8,827,254
4,909,504
16,136,758

850,000
3,189,945

Change of
Control (No
Termination)($)

3,137,654

3,137,654

522,945

522,945 4,039,945

600,000
600,000
3,723,345
1,849,368
6,772,713

250,000
200,000
889,000
1,339,000

250,000

522,945

522,945

889,000
1,139,000

(1) Represents amounts to which named executive officers are entitled upon a qualifying termination of employment in connection with a
change of control of Spirit. Amounts shown in this column would not be in addition to amounts shown in the Termination Without Cause,

For Good Reason or due to Company Non-Renewal of Employment Agreement (No Change of Control) and/or the Change of Control (No

Termination) column.

(2) Represents (a) continuation of salary payments for the applicable payout period and (b) the lump-sum cash non-salary payments provided
under the named executive officer s amended employment agreement.

(3) Represents the aggregate value of the named executive officer s restricted common stock that would have vested on an accelerated basis,
determined by multiplying the number of shares of restricted stock that would have been accelerated by the fair market value of Spirit s
common stock on December 31, 2012 ($17.78).

(4) Represents additional tax-gross up payments to compensate for excise taxes imposed by Section 4999 of the Internal Revenue Code on the

benefits provided.
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(5) Represents Mr. Mavoides performance bonus for 2012, based on performance achieved for the entire year. Upon a qualifying termination
of employment, this amount would be pro-rated to reflect the number of days in the year of termination that he provided services to Spirit
(which, for purposes of this table, is a full year of service in the event of a termination on December 31, 2012).

(6) Represents continuation of salary payments for the applicable payout period.

(7) Represents the sum of (a) the lump-sum payment in an amount equal to the annual cash bonus earned by Mr. Seibert in the year prior to
the year in which the termination occurs (i.e., 2011) and (b) an amount equal to the most recent annual cash bonus paid to Mr. Seibert
during the three-year period immediately preceding the year in which the termination occurs which, upon a qualifying termination of
employment, would be pro-rated to reflect the number of days in the year of termination that Mr. Seibert provided services to Spirit
(which, for purposes of this table, is a full year of service in the event of a termination on December 31, 2012).

(8) Represents a lump-sum payment equal to one year of Mr. Manheimer s annual base salary.

(9)  Under his employment agreement, Mr. Manheimer is entitled to receive the sum of (a) a lump-sum payment in an amount equal to the
annual cash bonus earned by Mr. Manheimer in the year prior to the year in which the termination occurs (i.e., 2011) and (b) an amount
equal to the most recent annual cash bonus paid to Mr. Manheimer during the three-year period immediately preceding the year in which
the termination occurs, pro-rated for the portion of 2012 during which Mr. Manheimer was employed with Spirit. As Mr. Manheimer was
not employed by Spirit prior to 2012, he would not be entitled amounts under (a) or (b) in connection with a qualifying termination on
December 31, 2012.

Director Compensation

In connection with the Spirit IPO in September 2012, the Spirit Board approved a compensation program, which is referred to herein as the
Director Compensation Program, for Spirit s non-employee directors not affiliated with Macquarie Capital (USA) Inc., whom are referred to
herein as eligible directors. The Director Compensation Program, which governed 2012 post-Spirit IPO compensation for Spirit s eligible
directors, consists of annual retainer fees and long-term equity awards. Under the Director Compensation Program eligible directors are entitled
to receive a combination of cash and equity-based compensation, as described below:

Cash Compensation

Effective upon the Spirit IPO, each eligible director is entitled to receive an annual cash retainer of $70,000. In addition, the committee
chairpersons and Lead Independent Director receive the following annual cash retainers (as applicable):

Audit committee chair: $20,000

Compensation committee chair: $10,000

Nominating and corporate governance committee chair: $10,000
Lead Independent Director: $20,000

All annual retainers are paid in cash quarterly in arrears following the end of the applicable calendar quarter. Eligible directors are also entitled
to the Spirit Board meeting fees equal to $1,000 per meeting for in-person attendance and $500 per meeting for telephonic attendance.

Equity Compensation

In connection with the Spirit IPO, under the Director Compensation Program each eligible director serving at the time of the offering was
granted a one-time grant of 5,000 shares of restricted stock that will vest in full on the first anniversary of the Spirit IPO, subject to continued
service on the Spirit Board. In addition, under the Director Compensation Program, an eligible director who subsequently joins the Spirit Board
will receive a grant
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of restricted stock covering a number of shares having a value equal to $80,000 when he or she joins the Spirit Board. Each restricted stock grant
will vest in full on the first anniversary of the initial election of appointment of the eligible director, subject to the eligible director s continued
service with Spirit through such vesting date.

In addition, under the Director Compensation Program, an eligible director will receive an annual common stock grant valued at $80,000 on the
date of each annual meeting of Spirit s stockholders.

The following table provides additional detail regarding the 2012 compensation of Spirit s eligible directors:

Stock Awards

Name® Fees Earned in Cash ($)® $)S Total ($)
Thomas H. Nolan, Jr.

Kevin M. Charlton

Todd A. Dunn 21,641 76,250 97,891
David J. Gilbert 24,304 76,250 100,554
Richard I. Gilchrist 26,467 76,250 102,717
Diane M. Morefield 26,967 76,250 103,217
Nicholas P. Shepherd 22,804 76,250 99,054

(1) Mr. Nolan, Spirit s Chief Executive Officer, is not included in this table as he is an employee of Spirit and does not receive compensation
for his services as a director. All compensation paid to Mr. Nolan in 2012 for services he provides to Spirit is reflected in the Summary
Compensation Table. Mr. Charlton is affiliated with Macquarie Capital, Inc. (USA) and therefore did not receive any compensation in
2012 under the Director Compensation Program, or otherwise.

(2) Amount reflects (1) annual retainers and, if applicable, committee chair retainers, earned in 2012 and (2) board meeting fees.

(3) Each eligible director serving on the Spirit Board on the date of the Spirit IPO in 2012 received a grant of 5,000 shares of restricted stock,
which will vest, and the restrictions thereon will lapse, on the first anniversary of the Spirit IPO, subject to continued service with Spirit
through such first anniversary. Amounts reflect the full grant date fair value of restricted stock awards granted with respect to services
performed in 2012 computed in accordance with ASC Topic 718, rather than the amounts paid to or realized by the named individual.
Spirit provides information regarding the assumptions used to calculate the value of all restricted stock awards made to directors in Note
13 to its consolidated financial statements for the period ended December 31, 2012 included herein. As of December 31, 2012, each of
Spirit s non-employee directors held 5,000 shares of restricted stock.
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EQUITY COMPENSATION PLAN INFORMATION

The following table provides information as of December 31, 2012 regarding compensation plans under which Spirit

authorized for issuance:

Plan Category

Equity compensation plans approved by
stockholders"

Equity compensation plans not approved by
stockholders

Total

Number of Securities
to be Issued
Upon
Exercise of
Outstanding Options,
Warrants and
Rights

Weighted Average
Exercise Price
of
Outstanding Options,
Warrants and
Rights ($)

(1) Consists of the Spirit Realty Capital, Inc. and Spirit Realty, L.P. 2012 Incentive Award Plan.
Spirit s Management s Discussion and Analysis of Financial Condition and Results of Operations

Overview

S equity securities are

Number of Securities
Remaining
Available
for Future
Issuance
Under Equity
Compensation
Plans

1,725,388

1,725,388

Spirit was incorporated on August 14, 2003 as a Maryland corporation. Spirit is a self-administered and self-managed REIT that primarily

invests in single-tenant, operationally essential real estate throughout the United States that is leased on a long-term, triple-net basis primarily to
tenants engaged in retail, service and distribution industries. Single-tenant, operationally essential real estate consists of properties that are
generally free-standing, commercial real estate facilities where Spirit s tenants conduct retail, service or distribution activities that are essential to
the generation of their sales and profits. Under a triple-net lease the tenant is typically responsible for all improvements and is contractually
obligated to pay all property operating expenses, such as real estate taxes, insurance premiums and repair and maintenance costs. In support of

its primary business of owning and leasing real estate, Spirit has also strategically originated or acquired long-term, commercial mortgage and
equipment loans to provide a range of financing solutions to its tenants.

Spirit generates its revenue primarily by leasing its properties to Spirit s tenants. As of December 31, 2012, Spirit s undepreciated gross
investment in real estate and loans totaled approximately $3.65 billion, representing investment in 1,207 properties, including properties

securing Spirit s mortgage loans. Of this amount, 98.6% consisted of Spirit s gross investment in real estate, representing ownership of 1,122
properties, and the remaining 1.4% consisted of commercial mortgage and equipment loans receivable secured by 85 properties or related assets.
As of December 31, 2012, Spirit s owned properties were approximately 98.8% occupied (based on number of properties), and Spirit s leases had
a weighted average non-cancelable remaining lease term (based on annual rent) of approximately 11.1 years. Spirit s leases are generally
long-term, with non-cancelable initial terms. As of December 31, 2012, Spirit s leases (based on annual rent) had a weighted average initial lease
term of approximately 16.8 years, which does not consider tenant renewal options for additional terms. As of December 31, 2012, approximately
96% of Spirit s leases (based on annual rent) provided for increases in future annual base rent.

Spirit s operations are carried out through the Spirit Partnership. Spirit General OP Holdings, LLC, one of Spirit s wholly-owned subsidiaries, is
the sole general partner and owns 1.0% of the Spirit Partnership. Spirit is the sole limited partner and owns the remaining 99.0% of the Spirit
Partnership. Although the Spirit Partnership is wholly owned, directly or indirectly, by Spirit, in the future, Spirit could agree to issue equity
interests in the Spirit Partnership to third parties in exchange for property owned by such third parties. In general, any equity interests of the

Spirit Partnership issued to third parties would be exchangeable for cash or, at Spirit s election, convertible into shares of Spirit s common stock at
specified ratios set when equity interests in the Spirit Partnership are issued.
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Spirit has elected to be taxed as a REIT for federal income tax purposes commencing with its taxable year ended December 31, 2003. Spirit
believes that it has been organized and has operated in a manner that has allowed it to qualify as a REIT for federal income tax purposes
commencing with such taxable year, and Spirit intends to continue operating in such a manner through the effective time of the merger.

Factors that May Influence Spirit s Operating Results
Rental Revenue

Spirit s revenues are generated predominantly from receipt of rental revenue. Spirit s ability to grow rental revenue will depend on its ability to
acquire additional properties, increase rental rates and/or occupancy. Approximately 96% of Spirit s leases contain rent escalators, or provisions
that periodically increase the base rent payable by the tenant under the lease. Generally, Spirit s rent escalators increase rent at specified dates by:
(1) a fixed amount; or (2) the lesser of (a) 1 to 1.25 times any increase in the CPI over a specified period, or (b) a fixed percentage, typically 1%
to 2% per year. As of December 31, 2012, 98.8% of Spirit s owned properties (based on number of properties) were occupied.

In February 2012, Shopko and Pamida, two of Spirit s general merchandising tenants, completed a merger. On a combined basis, Shopko/Pamida
contributed 29.4% of Spirit s annual rent as of December 31, 2012. 84 Properties, LLC, referred to herein as 84 Lumber, Spirit s next largest
tenant, contributed 6.5% of its annual rent as of December 31, 2012. Because a significant portion of Spirit s revenues are derived from rental
revenues received from Shopko/Pamida and 84 Lumber, defaults, breaches or delay in payment of rent by these tenants may materially and
adversely affect Spirit.

The audited consolidated financial statements of Specialty Retail Shops Holding Corp., the parent company of Shopko/Pamida, as of January 28,
2012 and January 29, 2011 and for the years ended January 28, 2012, January 29, 2011 and January 30, 2010 and the unaudited condensed
consolidated financial statements of Specialty Retail Shops Holding Corp. as of October 27, 2012 (unaudited), January 28, 2012 and October 29,
2011 (unaudited) and for the 39 Weeks Ended October 27, 2012 (unaudited) and October 29, 2011 (unaudited) are included elsewhere herein.

Without giving effect to the exercise of tenant renewal options, the weighted average remaining term of Spirit s leases as of December 31, 2012
was 11.1 years (based on annual rent). Approximately 5.1% of Spirit s leases (based on annual rent) as of December 31, 2012 will expire prior to
January 1, 2016. The stability of Spirit s rental revenue generated by its properties depends principally on its tenants ability to pay rent and
Spirit s ability to collect rents, renew expiring leases or re-lease space upon the expiration or other termination of leases, lease currently vacant
properties and maintain or increase rental rates at Spirit s leased properties. Adverse economic conditions, particularly those that affect the
markets in which Spirit s properties are located, or downturns in Spirit s tenants industries could impair the tenants ability to meet their lease
obligations to Spirit and Spirit s ability to renew expiring leases or re-lease space. In particular, the bankruptcy of one or more of Spirit s tenants
could adversely affect its ability to collect rents from such tenant and maintain Spirit s portfolio s occupancy.

Spirit s ability to grow revenue will depend, to a significant degree, on Spirit s ability to acquire additional properties. Spirit primarily focuses on
opportunities to provide capital to small and middle market companies that it concludes have stable and proven operating histories and attractive
credit characteristics, but lack the access to capital that large companies often have. Spirit believes its experience, in-depth market knowledge

and extensive network of long-standing relationships in the real estate industry will provide Spirit with access to an ongoing pipeline of

attractive investment opportunities.

Spirit believes that its current pipeline of investment opportunities is robust and comprised of opportunities ranging from large, widely-marketed
transactions with investment grade tenants to small, off-market transactions with non-rated tenants.
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Spirit s Triple-Net Leases

Spirit generally leases its properties to tenants pursuant to long-term, triple-net leases that require the tenant to pay all property operating
expenses, such as real estate taxes, insurance premiums and repair and maintenance costs. As of December 31, 2012, approximately 95% of

Spirit s properties (based on annual rent) are subject to triple-net leases. Occasionally, Spirit has entered into a lease pursuant to which it retained
responsibility for the costs of structural repairs and maintenance. Although these instances are infrequent and have not historically resulted in
significant costs to Spirit, an increase in costs related to these responsibilities could negatively influence Spirit s operating results. Similarly, an
increase in the vacancy rate of Spirit s portfolio would increase its costs, as Spirit would be responsible for costs that the tenants are currently
required to pay. Additionally, contingent rents based on a percentage of the tenant s gross sales have been historically negligible, contributing
less than 1% of Spirit s rental revenue. Approximately 63.8% of Spirit s annual rent is attributable to master leases, where multiple properties are
leased to a single tenant on an all or none basis and which contain cross-default provisions. Where appropriate, Spirit seeks to use master leases
to prevent a tenant from unilaterally giving up underperforming properties while maintaining well performing properties.

Interest Expense

Following the completion of the Spirit IPO and the concurrent debt conversion and repayment transactions, there were no amounts outstanding
under the Term Note (which was extinguished). As of December 31, 2012, Spirit had approximately $1.95 billion principal balance outstanding

of predominately secured, fixed-rate mortgage notes payable. During the year ended December 31, 2012, the weighted average interest rate on
Spirit s fixed- and variable-rate debt, excluding the amortization of deferred financing costs and debt discounts, was approximately 6.12%. Spirit s
fixed-rate debt structure will provide Spirit with a stable and predictable cash requirement related to its debt service. The variable-rate debt

consists of four mortgage notes. Spirit entered into interest rate swaps that effectively fixed the interest rates at approximately 4.84% on a
significant portion of this variable-rate debt. Spirit amortizes on a non-cash basis the deferred financing costs and debt discounts associated with

its fixed-rate debt to interest expense using the effective interest rate method over the terms of the related notes. For the year ended

December 31, 2012, non-cash interest expense recognized on the secured revolving credit facility, mortgages and notes payable totaled
approximately $10.8 million. Under Spirit s existing debt structure as of December 31, 2012, Spirit anticipates its quarterly non-cash interest
expense under its fixed- and variable-rate debt, including the secured revolving credit facility, to be approximately $3.2 million. Any changes to
Spirit s debt structure, including borrowings under the secured revolving credit facility or debt financing associated with property acquisitions,
could materially influence Spirit s operating results depending on the terms of any such indebtedness. Most of Spirit s debt provides for scheduled
principal payments. As principal is repaid, Spirit s interest expense decreases.

General and Administrative Expenses

General and administrative expenses include employee compensation costs, professional fees, consulting, portfolio servicing costs and other
general and administrative expenses. As a public company, Spirit estimates its annual general and administrative expenses will increase due to
increased legal, insurance, accounting and other expenses related to corporate governance, SEC reporting and other compliance matters.

Transaction Costs
As Spirit acquires properties, it may incur transaction costs that it is required to expense.
Impact of Inflation

Spirit leases typically contain provisions designed to mitigate the adverse impact of inflation on its results of operations. Since tenants are
typically required to pay all property operating expenses, increases in property-level expenses at Spirit s leased properties generally do not
adversely affect Spirit. However, increased operating
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expenses at vacant properties and the limited number of properties that are not subject to full triple-net leases could cause Spirit to incur

additional operating expense. Additionally, Spirit s leases generally provide for rent escalators (see ~ Rental Revenue above) designed to mitigate
the effects of inflation over a lease s term. However, since some of Spirit s leases do not contain rent escalators and many that do limit the amount
by which rent may increase, any increase in Spirit s rental revenue may not keep up with the rate of inflation.

Critical Accounting Policies and Estimates

Spirit s accounting policies are determined in accordance with GAAP. The preparation of Spirit s financial statements requires it to make
estimates and assumptions that are subjective in nature and, as a result, Spirit s actual results could differ materially from its estimates. Estimates
and assumptions include, among other things, subjective judgments regarding the fair values and useful lives of Spirit s properties for
depreciation and lease classification purposes, the collectability of receivables and asset impairment analysis. Set forth below are the more
critical accounting policies that require management judgment and estimates in the preparation of Spirit s consolidated financial statements.

Real Estate Investments
Revenue Recognition

Spirit leases real estate to its tenants under long-term, triple-net leases that are classified as operating leases. Under a triple-net lease, the tenant
is typically responsible for all improvements and is contractually obligated to pay all property operating expenses, such as real estate taxes,
insurance premiums and repair and maintenance costs. Lease origination fees are deferred and amortized over the related lease term as an
adjustment to rental revenue. Spirit s leases generally provide for rent escalations throughout the lease terms. For leases that provide for specific
contractual escalations, rental revenue is recognized on a straight-line basis so as to produce a constant periodic rent over the term of the lease.
Accordingly, accrued rental revenue, calculated as the aggregate difference between the rental revenue recognized on a straight-line basis and
scheduled rents, represents unbilled rent receivables that Spirit will receive only if the tenants make all rent payments required through the
expiration of the initial term of the leases. The accrued rental revenue representing this straight-line adjustment is subject to an evaluation for
collectability, and Spirit records a provision for losses against rental revenues if collectability of these future rents is not reasonably assured.
Leases that have contingent rent escalators indexed to future increases in the CPI may adjust over a one-year period or over multiple-year
periods. Generally, these escalators increase rent at the lesser of (1) 1 to 1.25 times any increase in the CPI over a specified period or (2) a fixed
percentage. Because of the volatility and uncertainty with respect to future changes in the CPI, Spirit s inability to determine the extent to which
any specific future change in the CPI is probable at each rent adjustment date during the entire term of these leases and Spirit s view that the
multiplier does not represent a significant leverage factor, rental revenue from leases with this type of escalator are recognized only after the
changes in the rental rates have occurred.

Some of Spirit s leases also provide for contingent rent based on a percentage of the tenant s gross sales. For contingent rentals that are based on a
percentage of the tenant s gross sales, Spirit recognizes contingent rental revenue when the change in the factor on which the contingent lease
payment is based actually occurs.

Spirit suspends revenue recognition if the collectability of amounts due pursuant to a lease is not reasonably assured or if the tenant s monthly
lease payments become more than 60 days past due, whichever is earlier.

Lease termination fees are included in interest income and other on Spirit s consolidated statements of operations and recognized when there is a
signed termination agreement and all of the conditions of the agreement have been met and the tenant no longer occupies the property.
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Purchase Accounting and Acquisition of Real Estate; Property Held for Sale

When acquiring a property for investment purposes, Spirit allocates the purchase price (including acquisition and closing costs) to land, building,
improvements and equipment based on their relative fair values. For properties acquired with in-place leases, Spirit allocates the purchase price
of real estate to the tangible and intangible assets and liabilities acquired based on their estimated fair values. Transaction costs related to these
acquisitions are expensed in the period incurred. In making estimates of fair values for this purpose, Spirit uses a number of sources, including
independent appraisals and information obtained about each property as a result of its pre-acquisition due diligence and its marketing and leasing
activities. Property classified as held for sale is recorded at the lower of its carrying value or its fair value less anticipated selling costs.

Lease Intangibles

Lease intangibles, if any, acquired in conjunction with the purchase of real estate represent the value of in-place leases and above- or
below-market leases. For real estate acquired subject to existing lease agreements, in-place lease intangibles are valued based on Spirit s
estimates of costs related to tenant acquisition and the carrying costs that would be incurred during the time it would take to locate a tenant if the
property were vacant, considering current market conditions and costs to execute similar leases at the time of the acquisition, and are amortized
on a straight-line basis over the remaining initial term of the related lease. Above- and below-market lease intangibles are recorded based on the
present value of the difference between the contractual amounts to be paid pursuant to the leases at the time of acquisition of the real estate and
Spirit s estimate of current market lease rates for the property, measured over a period equal to the remaining initial term of the lease. Capitalized
above-market lease intangibles are amortized over the remaining initial terms of the respective leases as a decrease to rental revenue.
Below-market lease intangibles are amortized as an increase in rental revenue over the remaining initial terms of the respective leases plus any
fixed-rate renewal periods on those leases. Should a lease terminate early, the unamortized portion of any related lease intangible is immediately
recognized in Spirit s statements of operations.

Depreciation

Spirit s real estate portfolio is depreciated using the straight-line method over the estimated remaining useful life of the properties, which
generally range from 20 to 50 years for buildings and improvements and is 15 years for land improvements. Portfolio assets classified as held for
sale are not depreciated.

Impairment

Spirit reviews its real estate investments and related lease intangibles periodically for impairment whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. Spirit considers factors such as expected future undiscounted cash flows, estimated
residual value, market trends (such as the effects of leasing demand and competition) and other factors in making this assessment. An asset is
considered impaired if its carrying value exceeds its estimated undiscounted cash flows and the impairment is calculated as the amount by which
the carrying value of the asset exceeds its estimated fair value. Estimating future cash flows and fair values are highly subjective and such
estimates could differ materially from actual results. Key assumptions used in estimating future cash flows and fair values include, but are not
limited to, revenue growth rates, interest rates, discount rates, capitalization rates, lease renewal probabilities, tenant vacancy rates and other
factors.

Discontinued Operations

Spirit actively manages its portfolio, and, accordingly, from time to time, Spirit may strategically sell real estate as a part of its long-term

strategy of managing risk. Generally, each time properties are sold, gains and losses from such dispositions and all operations from the

properties previously reported as part of loss from continuing operations are reclassified to discontinued operations, as Spirit does not expect any
continuing involvement with these properties.
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Provision for Doubtful Accounts

Spirit reviews its rent receivables for collectability on a regular basis, taking into consideration changes in factors such as the tenant s payment
history, the financial condition of the tenant, business conditions in the industry in which the tenant operates and economic conditions in the area
in which the property is located. In the event that the collectability of a receivable with respect to any tenant is in doubt, a provision for
uncollectible amounts will be established or a write-off of the specific receivable will be made. Uncollected accounts receivable are written off
against the allowance when all possible means of collection have been exhausted. For accrued rental revenues related to the straight-line method
of reporting rental revenue, Spirit establishes a provision for losses based on its estimate of uncollectible receivables and Spirit s assessment of
the risks inherent in its portfolio, giving consideration to historical experience and industry default rates for long-term receivables.

Loans Receivable

In support of Spirit s primary business of owning and leasing real estate, Spirit has also strategically originated or acquired long-term,
commercial mortgage and equipment loans receivable. Mortgage loans are secured by single-tenant, operationally essential real estate.
Equipment loans are secured by equipment used by tenants of properties owned or financed by Spirit. The loans are carried at cost, including
related unamortized premiums.

Revenue Recognition

Interest income on mortgage and equipment loans is recognized using the effective interest method applied on a loan-by-loan basis. Direct costs
associated with originating loans are offset against any related fees received and the balance, along with any premium or discount, is deferred
and amortized as an adjustment to interest income over the terms of the related loans using the effective interest method. A loan is placed on
non-accrual status when the loan has become 60 days past due or earlier if Spirit believes full recovery of the contractually specified payments
of principal and interest is doubtful. While on non-accrual status, interest income is recognized only when received.

Impairment and Provision for Loan Losses

Spirit periodically evaluates the collectability of its loans receivable, including accrued interest, by analyzing the underlying property-level
economics and trends, collateral value and quality, and other relevant factors in determining the adequacy of its allowance for loan losses. A
loan is determined to be impaired when Spirit determines, based on current information, that it is probable that it will be unable to collect all
amounts due according to the contractual terms of the loan agreement. Specific allowances for loan losses are provided for impaired loans on an
individual loan basis in the amount by which the carrying value exceeds the estimated fair value of the underlying collateral less disposition
costs. Delinquent loans receivable are written off against the allowance when all possible means of collection have been exhausted.

Accounting for Derivative Financial Instruments and Hedging Activities

Spirit uses derivative instruments such as interest rate swaps and caps for purposes of reducing exposures to fluctuations in interest rates
associated with certain of its financing transactions. Spirit may incur additional variable-rate debt in the future, including amounts that it may
borrow under the secured revolving credit facility, and Spirit may choose to seek to hedge the interest rate risk ascribed with any such debt. At
the inception of a hedge transaction, Spirit enters into a contractual arrangement with the hedge counterparty and formally documents the
relationship between the derivative instrument and the financing transaction being hedged, as well as its risk management objective and strategy
for undertaking the hedge transaction. At inception and at least quarterly thereafter, a formal assessment is performed to determine whether the
derivative instrument has been highly effective in offsetting changes in cash flows of the related financing transaction and whether it is expected
to be highly effective in the future.

125

Table of Contents 175



Edgar Filing: Cole Credit Property Trust Il Inc - Form 424B3

Table of Conten

The fair value of the derivative instrument is recorded on the balance sheet as either an asset or liability. For derivatives designated as cash flow
hedges, the effective portions of the corresponding change in fair value of the derivatives are recorded in accumulated other comprehensive loss
within stockholders equity. Changes in fair value reported in other comprehensive loss are reclassified to operations in the period in which
operations are affected by the underlying hedged transaction. Any ineffective portions of the change in fair value are recognized immediately in
general and administrative expense. The amounts paid or received on the hedge are recognized as adjustments to interest expense.

Income Taxes
Spirit s REIT Status

Spirit has elected to be taxed as a REIT for federal income tax purposes commencing with its taxable year ended December 31, 2003. Spirit
believes that it has been organized and has operated in a manner that has allowed it to qualify as a REIT for federal income tax purposes
commencing with such taxable year, and Spirit intends to continue operating in such a manner through the effective time of the merger. To
maintain its qualification as a REIT, Spirit is required to annually distribute to its stockholders at least 90% of its REIT taxable income,
determined without regard to the dividends paid deduction and excluding any net capital gain, and meet the various other requirements imposed
by the Code relating to such matters as operating results, asset holdings, distribution levels and diversity of stock ownership. Provided that Spirit
qualifies for taxation as a REIT, Spirit is generally not subject to corporate level federal income tax on the earnings distributed currently to its
stockholders. Spirit is still subject to state and local income and franchise taxes and to federal income and excise tax on its undistributed income.
If Spirit fails to qualify as a REIT in any taxable year and is unable to avail itself of certain savings provisions set forth in the Code, Spirit would
be liable for (and the Combined Corporation would be obligated to pay) federal income tax on its taxable income at regular corporate rates,
including any applicable alternative minimum tax.

Spirit s Taxable REIT Subsidiary

On January 15, 2009, Spirit formed Spirit Management Company II, referred to herein as SMC II, a Maryland corporation that prior to the Spirit
IPO, was wholly-owned directly by Spirit and, since the Spirit IPO, has been wholly-owned by the Spirit Partnership. Spirit has elected, together
with SMC II, to treat SMC II as a taxable REIT subsidiary for federal income tax purposes. A taxable REIT subsidiary generally may provide
both customary and non-customary services to tenants of its parent REIT and engage in other activities that the parent REIT may not engage in
directly without adversely affecting its qualification as a REIT. Currently, SMC II does not provide any services to Spirit s tenants or conduct
other material activities. However, SMC II or another taxable REIT subsidiary of the Combined Corporation may in the future provide services
to certain of the Combined Corporation s tenants. The Combined Corporation may form additional taxable REIT subsidiaries in the future, and
may contribute some or all of its interests in certain wholly-owned subsidiaries or their assets to a taxable REIT subsidiary. Any income earned
by Spirit s taxable REIT subsidiaries is not included in Spirit s taxable income for purposes of the 75% or 95% gross income tests, except to the
extent such income is distributed to Spirit as a dividend, in which case such dividend income would qualify under the 95%, but not the 75%,
gross income test. Because a taxable REIT subsidiary is subject to federal income tax, and state and local income tax (where applicable), as a
regular C corporation, the income earned by Spirit s taxable REIT subsidiaries generally are subject to an additional level of tax as compared to
the income earned by its other subsidiaries. Historically, Spirit has not actively pursued or engaged in material activities that would require the
use of its taxable REIT subsidiary.

Share-Based Compensation

In September 2012, Spirit adopted, and its stockholders approved, the Spirit Incentive Award Plan, which provides for the issuance of
stock-based equity instruments, including potential grants of stock options, stock appreciation rights, restricted stock, dividend equivalent rights
and other stock-based awards or any combination
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of the foregoing. Awards granted under the Spirit Incentive Award Plan may require service-based vesting over a period of years subsequent to
the grant date and resulting equity-based compensation expense, measured at the fair value of the award on the date of grant, will be recognized
as an expense in Spirit s consolidated financial statements over the vesting period. Spirit will account for awards granted under applicable
stock-based compensation guidance contained in FASB Accounting Standards Codification (ASC) 718.

Results of Operations
Comparison of the Year Ended December 31, 2012 and 2011

The following discussion includes the results of Spirit s continuing operations as summarized in the table below:

Continuing Operations
Year ended December 31,
2012 2011 Change %
(in thousands)

Revenues:

Rentals $ 276,145 $ 265,107 $11,038 4.2%
Interest income on loans receivable 5,696 6,772 (1,076) (15.9)%
Interest income and other 860 817 43 5.3%
Total revenues 282,701 272,696 10,005 3.7%
Expenses:

General and administrative 37,329 28,278 9,051 32.0%
Litigation 151 (151)
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