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(Former name, former address and former fiscal year, if
changed since last report.)

Indicate by check mark whether the registrant (1) has filed all
reports required to be filed by Section 13 or 15(d) of the

Securities Exchange Act of 1934 during the preceding 12
months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such
filing requirements for the past 90 days. Yes  X No __

Indicate by check mark whether the registrant has submitted
electronically and posted on its corporate Web site, if any, every
Interactive Data File required to be submitted and posted
pursuant to Rule 405 of Regulation S-T (sec. 232.405 of this
chapter) during the preceding 12 months (or for such shorter
period that the registrant was required to submit and post such
files.  Yes   X    No ___  

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

Large accelerated filer  Accelerated filer  X_ 

Non-accelerated filer ____ (Do not check if smaller reporting
company) Smaller Reporting Company____

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

Yes  No  X	

Indicate the number of shares outstanding of each issuer’s class
of common stock, as of the latest practicable date:	
Class Outstanding Common Shares as of May 1, 2013
Common
Stock,
$.10 par
value per
share

42,441,022

1

Edgar Filing: MONMOUTH REAL ESTATE INVESTMENT CORP - Form 10-Q

2



Table of Contents
MONMOUTH REAL ESTATE INVESTMENT CORPORATION

AND SUBSIDIARIES

FOR THE QUARTER ENDED MARCH 31, 2013

C O N T E N T S

Page No

PART I FINANCIAL INFORMATION

Item 1 -   Financial Statements (Unaudited):
    Consolidated Balance Sheets 3
    Consolidated Statements of Operations 5
    Consolidated Statements of Comprehensive Income 7
    Consolidated Statements of Cash Flows 8
    Notes to Consolidated Financial Statements 9

Item 2 - Management’s Discussion and Analysis of Financial Condition and Results of Operations. 18

Item 3 -     Quantitative and Qualitative Disclosures About Market Risk. 27

Item 4 -     Controls and Procedures. 27

PART II - OTHER INFORMATION

Item 1 -      Legal Proceedings. 28

Item 1A -      Risk Factors. 28

Item 2 -      Unregistered Sales of Equity Securities and Use of Proceeds. 28

Item 3 -      Defaults Upon Senior Securities. 28

Item 4 -      Mine Safety Disclosures. 28

Item 5 -      Other Information. 28

Item 6 -      Exhibits. 28

SIGNATURES 29

2

Edgar Filing: MONMOUTH REAL ESTATE INVESTMENT CORP - Form 10-Q

3



Table of Contents
ITEM 1. Financial Statements (Unaudited)

MONMOUTH REAL ESTATE INVESTMENT CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS

AS OF MARCH 31, 2013 AND SEPTEMBER 30, 2012

ASSETS

March 31,

2013

(Unaudited)

September 30,

2012

Real Estate Investments:
   Land $92,470,414 $88,559,914
   Buildings and Improvements 499,445,482 457,557,443

Total Real Estate Investments 591,915,896 546,117,357
    Accumulated Depreciation (84,620,330) (78,230,873)

Net Real Estate Investments 507,295,566 467,886,484

Real Estate Held for Sale -0- 1,080,940
Cash and Cash Equivalents 20,130,455 24,650,858
Securities Available for Sale at Fair Value 52,264,390 61,685,173
Tenant and Other Receivables 3,068,710 1,116,825
Deferred Rent Receivable 2,937,695 2,214,501
Loans Receivable, net 76,695 87,916
Prepaid Expenses 3,448,316 1,428,454
Financing Costs, net of Accumulated Amortization of

$2,747,413 and $2,546,806, respectively 3,568,398 3,213,762
Lease Costs, net of Accumulated Amortization of

$1,213,305 and $1,156,699, respectively 2,046,158 1,518,780
Intangible Assets, net of Accumulated Amortization of

$7,530,104 and $6,731,014, respectively 7,485,936 7,635,026
Other Assets 2,450,801 1,988,983

TOTAL ASSETS $604,773,120 $574,507,702
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See Accompanying Notes to the Consolidated Financial Statements
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MONMOUTH REAL ESTATE INVESTMENT CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEETS – CONTINUED

AS OF MARCH 31, 2013 AND SEPTEMBER 30, 2012

LIABILITIES AND SHAREHOLDERS' EQUITY

March 31,

2013

(Unaudited)
September 30, 2012

Liabilities:
Mortgage Notes Payable $251,352,627 $237,943,911
Subordinated Convertible Debentures -0- 8,615,000
Loans Payable 17,200,000 5,200,000
Accounts Payable and Accrued Expenses 3,590,366 3,881,769
Other Liabilities 4,730,004 3,179,883

    Total Liabilities 276,872,997 258,820,563

COMMITMENTS AND CONTINGENCIES

Shareholders' Equity:
Series A - 7.625% Cumulative Redeemable Preferred

Stock, $0.01 Par Value Per Share: 2,139,750 Shares

Authorized, Issued and Outstanding as of March 31, 2013

and September 30, 2012 53,493,750 53,493,750
Series B - 7.875% Cumulative Redeemable Preferred

Stock, $0.01 Par Value Per Share: 2,300,000 Shares

Authorized, Issued and Outstanding as of March 31, 2013

and September 30, 2012 57,500,000 57,500,000
Common Stock, $0.01 Par Value Per Share: 67,700,000 Shares
    Authorized as of March 31, 2013 and September 30, 2012;
    42,205,458 and 40,696,692 Shares Issued and Outstanding as of
    March 31, 2013 and September 30, 2012, respectively 422,055 406,967
Excess Stock, $0.01 Par Value Per Share: 5,000,000 Shares

Authorized; No Shares Issued or Outstanding -0- -0-
Additional Paid-In Capital 210,561,738 198,902,485
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Accumulated Other Comprehensive Income 5,922,580 5,383,937
Undistributed Income -0- -0-
     Total Shareholders’ Equity 327,900,123 315,687,139

TOTAL LIABILITIES & SHAREHOLDERS' EQUITY $604,773,120 $574,507,702

See Accompanying Notes to the Consolidated Financial Statements
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MONMOUTH REAL ESTATE INVESTMENT CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

FOR THE THREE AND SIX MONTHS ENDED MARCH 31, 2013 AND 2012

Three Months Ended Six Months Ended
3/31/2013 3/31/2012 3/31/2013 3/31/2012

INCOME:
  Rental Revenue $11,738,407 $10,691,955 $23,047,661 $21,349,581
  Reimbursement Revenue 1,567,802 1,875,848 3,086,038 3,455,688
  Lease Termination Income -0- 3,222,283 690,730 3,222,283

TOTAL INCOME 13,306,209 15,790,086 26,824,429 28,027,552

EXPENSES:
  Real Estate Taxes 1,117,948 1,675,693 2,281,462 3,100,296
  Operating Expenses 967,176 605,502 1,493,800 1,270,329
  General & Administrative Expense 944,352 926,267 2,239,408 1,941,500
  Acquisition Costs -0- 261,382 385,862 565,724
  Depreciation 3,268,393 2,810,470 6,389,457 5,576,986
  Amortization of Lease Costs and Intangible Assets 477,852 413,123 970,716 801,518

TOTAL EXPENSES 6,775,721 6,692,437 13,760,705 13,256,353

OTHER INCOME (EXPENSE):
  Interest and Dividend Income 1,004,964 892,506 2,128,025 1,841,832
  Gain on Securities Transactions, net 3,802,704 2,209,257 5,913,472 4,997,715
  Interest Expense (3,842,634) (3,779,879) (7,718,306) (7,633,597)
  Amortization of Financing Costs (152,095) (115,259) (332,885) (355,321)
TOTAL OTHER INCOME (EXPENSE) 812,939 (793,375) (9,694) (1,149,371)

INCOME FROM CONTINUING OPERATIONS 7,343,427 8,304,274 13,054,030 13,621,828

INCOME (LOSS) FROM DISCONTINUED
OPERATIONS 300,484 (44,242) 296,458 4,227

NET INCOME 7,643,911 8,260,032 13,350,488 13,626,055

Less:  Preferred Dividend 2,151,758 1,019,805 4,303,516 2,039,610

NET INCOME ATTRIBUTABLE TO

COMMON SHAREHOLDERS $5,492,153 $7,240,227 $9,046,972 $11,586,445
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MONMOUTH REAL ESTATE INVESTMENT CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)

FOR THE THREE AND SIX MONTHS ENDED MARCH 31, 2013 AND 2012 - CONTINUED

Three Months Ended Six Months Ended
3/31/2013 3/31/2012 3/31/2013 3/31/2012

BASIC INCOME – PER SHARE
    Income from Continuing Operations $0.17 $0.21 $0.31 $0.35
    Income from Discontinued Operations $0.01 -0- $0.01 -0-

Net Income $0.18 0.21 $0.32 0.35
Less:  Preferred Dividend (0.05) (0.03) (0.10) (0.05)

Net Income Attributable to Common

Shareholders - Basic
$0.13 $0.18 $0.22 $0.30

DILUTED INCOME – PER SHARE

    Income from Continuing Operations $0.17 $0.21 $0.31 $0.35
    Income from Discontinued Operations 0.01 -0- 0.01 -0-

Net Income 0.18 0.21 0.32 0.35
Less:  Preferred Dividend (0.05) (0.03) (0.10) (0.05)

Net Income Attributable to Common

Shareholders - Diluted $0.13
$0.18

$0.22
$0.30

WEIGHTED AVERAGE COMMON

SHARES OUTSTANDING
    Basic 41,770,762 39,883,133 41,331,860 38,631,103
    Diluted 41,989,449 40,043,673 41,545,266 38,749,864
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MONMOUTH REAL ESTATE INVESTMENT CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (UNAUDITED)

FOR THE THREE AND SIX MONTHS ENDED MARCH 31, 2013 AND 2012

Three Months Ended Six Months Ended
3/31/2013 3/31/2012 3/31/2013 3/31/2012

Net Income $7,643,911 $8,260,032 $13,350,488$13,626,055
Other Comprehensive Income:
  Unrealized Holding Gains Arising During
    the Period 6,090,245 5,549,436 6,452,115 7,226,583 
  Reclassification Adjustment for Net Gains
  Realized in Income (3,802,704)(2,209,257) (5,913,472) (4,997,715)
TOTAL COMPREHENSIVE INCOME 9,931,452 11,600,211 13,889,131 15,854,923 

  Less: Preferred Dividend 2,151,758 1,019,805 4,303,516 2,039,610 
COMPREHENSIVE INCOME ATTRIBUTABLE TO COMMON
SHAREHOLDERS $7,779,694 $10,580,406 $9,585,615 $13,815,313
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MONMOUTH REAL ESTATE INVESTMENT CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)

FOR THE SIX MONTHS ENDED MARCH 31, 2013 AND 2012

Six Months Ended
3/31/2013 3/31/2012

CASH FLOWS FROM OPERATING ACTIVITIES
  Net Income $13,350,488 $13,626,055
  Noncash Items Included in Net Income:
    Depreciation 6,402,300 5,615,773
    Amortization 1,310,852 1,156,839
    Stock Compensation Expense 161,089 126,696
    (Gain) on Securities Transactions, net (5,913,472) (4,997,715)
    (Gain) Loss on Sale of Investment Property (345,794) 8,220
  Changes In:
    Tenant, Deferred Rent and Other Receivables (2,626,339) (406,291)
    Prepaid Expenses (2,019,862) (717,706)
    Other Assets and Lease Costs 71,457 (174,042)
    Accounts Payable, Accrued Expenses and Other Liabilities 1,298,984 1,682,424
NET CASH PROVIDED BY OPERATING ACTIVITIES 11,689,703 15,920,253

CASH FLOWS FROM INVESTING ACTIVITIES
  Purchase of Real Estate and Intangible Assets, net of deposits (42,363,385) (50,810,600)
  Capital and Land Site Improvements (3,741,423) (1,672,864)
  Proceeds on Sale of Investment Property, net 1,413,891 2,553,507
  Deposits on Acquisition of Real Estate (1,800,000) (1,000,000)
  Proceeds from Sale of Securities Available for Sale 25,178,027 19,248,938
  Purchase of Securities Available for Sale (9,305,129) (11,826,052)
  Collections on Loans Receivable 11,221 68,069
NET CASH USED IN INVESTING ACTIVITIES (30,606,798) (43,439,002)

CASH FLOWS FROM FINANCING ACTIVITIES
  Net Proceeds from (Repayments to) Loans Payable 12,000,000 (8,360,950)
  Repurchase of Subordinated Convertible Debentures (5,115,000) (125,000)
  Proceeds from Mortgage Notes Payable 35,000,000 49,233,000
  Principal Payments on Mortgage Notes Payable (21,591,284) (22,007,314)
  Financing Costs Paid on Debt (519,521) (1,302,805)
  Repayment of Employee Loan -0- 688,724
  Net Distributions to Noncontrolling Interests (40,266) (40,267)
  Proceeds from the Exercise of Stock Options -0- 771,593
Proceeds from Registered Direct Placement of Common Stock,

net of Offering Costs -0- 16,189,700
Proceeds from Issuance of Common Stock in the DRIP, net of

Reinvestments
8,160,817 10,074,648
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  Preferred Dividends Paid (4,303,516) (2,039,610)
  Common Dividends Paid, net of Reinvestments (9,194,538) (10,383,521)
NET CASH  PROVIDED BY FINANCING ACTIVITIES 14,396,692 32,698,198

NET INCREASE (DECREASE) IN CASH AND CASH

EQUIVALENTS
(4,520,403) 5,179,449

CASH AND CASH EQUIVALENTS - BEGINNING OF PERIOD 24,650,858 6,376,808
CASH AND CASH EQUIVALENTS - END OF PERIOD $20,130,455 $11,556,257

See Accompanying Notes to Consolidated Financial Statements

8

Edgar Filing: MONMOUTH REAL ESTATE INVESTMENT CORP - Form 10-Q

15



Table of Contents

MONMOUTH REAL ESTATE INVESTMENT CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

MARCH 31, 2013

NOTE 1 – ORGANIZATION AND ACCOUNTING POLICIES

Monmouth Real Estate Investment Corporation, together with its consolidated subsidiaries (MREIC, the Company, or
we), operates as a real estate investment trust (REIT) deriving its income primarily from real estate rental operations.
As of March 31, 2013 and September 30, 2012, rental properties consisted of seventy-three and seventy-two property
holdings, respectively. These properties are located in twenty-six states: Alabama, Arizona, Colorado, Connecticut,
Florida, Georgia, Illinois, Iowa, Kansas, Maryland, Michigan, Minnesota, Mississippi, Missouri, Nebraska, New
Jersey, New York, North Carolina, Ohio, Oklahoma, Pennsylvania, South Carolina, Tennessee, Texas, Virginia, and
Wisconsin. In addition, one of the properties that the Company currently owns is owned through a majority interest in
a limited liability company, with which the Company consolidates its results of operations and financial condition.
The Company also owns a portfolio of REIT investment securities.

The Company has elected to be taxed as a REIT under Sections 856-860 of the Internal Revenue Code (the Code), and
intends to maintain its qualification as a REIT in the future. As a qualified REIT, with limited exceptions, the
Company will not be taxed under Federal and certain state income tax laws at the corporate level on taxable income
that it distributes to its shareholders. For special tax provisions applicable to REITs, refer to Sections 856-860 of the
Code. The Company is subject to franchise taxes in some of the states in which the Company owns property.

The interim consolidated financial statements furnished herein have been prepared in accordance with accounting
principles generally accepted in the United States of America (US GAAP) applicable to interim financial information,
the instructions to Form 10-Q, and Article 10 of Regulation S-X. Accordingly, they do not include all of the
information and footnotes required by US GAAP for complete financial statements. In the opinion of management, all
adjustments (consisting of normal recurring accruals) considered necessary for a fair presentation have been included.
Operating results for the three and six months ended March 31, 2013 are not necessarily indicative of the results that
may be expected for the year ending September 30, 2013. For further information, refer to the consolidated financial
statements and footnotes thereto included in the Company’s annual report on Form 10-K for the fiscal year ended
September 30, 2012.

Use of Estimates
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In preparing the financial statements in accordance with US GAAP, management is required to make certain estimates
and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting periods. Actual results could differ from these
estimates and assumptions.

Reclassification

Certain prior period amounts in the accompanying consolidated financial statements have been reclassified to conform
to the current period’s presentation.

During fiscal 2011, the Quakertown, PA property was reclassified to held for sale, which resulted in $19,628 of
income for the six months ended March 31, 2012, being reclassified into discontinued operations. On October 31,
2011, the Quakertown, PA property was sold. In addition, during fiscal 2013, the Greensboro, NC property was
reclassified to held for sale, which resulted in $300,484 and $(44,242) of income (loss) for the three months ended
March 31, 2013 and 2012, respectively, and $296,458 and $(15,401) of income (loss) for the six months ended March
31, 2013 and 2012, respectively, being reclassified into discontinued operations. On February 19, 2013, the
Greensboro, NC property for sold for $1,525,000 (see Note 4).

9
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Lease Termination Income

Lease termination income is recognized in operating revenues when there is a signed termination agreement, all of the
conditions of the agreement have been met, the tenant is no longer occupying the property and the termination
consideration is probable of collection. Lease termination amounts are paid by tenants who want to terminate their
lease obligations before the end of the contractual term of the lease by agreement with the Company.

In March 2012, the Company received $3,222,283 in lease termination income on its 388,671 square foot property
located in St. Joseph, MO. Under the terms of this lease termination agreement, the tenant was required to pay the
Company additional rent from September 1, 2012 through November 30, 2012 in the amount of $111,113 per month
(pro-rated for any area/time leased to another tenant). On May 8, 2012, the Company entered into a 5-year lease
agreement for this space with another tenant for 256,000 square feet (representing approximately 66% of the space).
In December 2012, the Company received $113,784 in lease termination income representing additional rent from
September 1, 2012 through November 30, 2012 for the 34% portion of the space that was not re-leased.

In October 2012, the Company’s tenant at its 160,000 square foot property located in Monroe, NC exercised its early
termination option. The Company received a lump sum termination payment in October 2012 of $576,946 which was
calculated based on the period covering November 1, 2012 through July 31, 2013.

The Company’s lease with its tenant at its 26,340 square foot location in Ridgeland (Jackson), MS has an early
termination option which may be exercised at any time subsequent to December 2013 provided the Company is given
six months notice. The rent per annum for this location is $109,275 and the lease expires in July 2019. The Company
does not anticipate that this tenant will exercise its early termination option. The Company does not have any other
leases that contain an early termination option.

Stock Based Compensation

The Company accounts for stock options and restricted stock in accordance with ASC 718-10 which requires that
compensation cost for all stock awards be calculated and amortized over the service period (generally equal to the
vesting period). This compensation cost for stock option grants is determined using option pricing models, intended to
estimate the fair value of the awards at the grant date. The compensation expense for restricted stock is recognized
based on the fair value of the restricted stock awards less estimated forfeitures. The fair value for restricted stock
awards is equal to the fair value of the Company’s common stock on the grant date. Included in General and
Administrative Expense in the accompanying Consolidated Statements of Operations are compensation costs of
$81,562 and $62,373 which have been recognized during the three months ended March 31, 2013 and 2012,
respectively and compensation costs of $161,089 and $126,696 which have been recognized during the six months
ended March 31, 2013 and 2012, respectively.
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During the six months ended March 31, 2013 and 2012, the following stock options were granted under the Company’s
amended and restated 2007 stock option and stock award plan (the amended and restated 2007 Plan):

Date of

Grant

Number of

Employees

Number of

Shares

Option

Price

Expiration

Date

1/3/13   1 65,000 $10.46 1/3/21
1/3/12   1 65,000 $9.33 1/3/20

10
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The fair value of each option grant is estimated on the date of grant using the Black-Scholes option pricing model with
the following assumptions used for grants in the fiscal year indicated:

Fiscal 2013 Fiscal 2012

Dividend yield 5.74% 6.43%
Expected volatility 18.84% 19.24%
Risk-free interest rate 1.18% 1.41%
Expected lives (years) 8 8
Estimated forfeitures -0- -0-

The fair value of options granted during the six months ended March 31, 2013 and 2012 was $0.62 and $0.49,
respectively.

During the six months ended March 31, 2013, no shares of restricted stock awards were granted under the Company’s
2007 Stock Option and Stock Award Plan (the Plan) and no options to purchase common stock were exercised. As of
March 31, 2013, a total of 736,961 shares were available to grant as stock options or as restricted stock and there were
outstanding options to purchase 924,430 shares under the Plan. The aggregate intrinsic value of options outstanding as
of March 31, 2013 was $2,706,544.

Recent Accounting Pronouncements

In February 2013, the FASB issued ASU 2013-02, Comprehensive Income (Topic 220): Reporting of Amounts
Reclassified Out of Accumulated Other Comprehensive Income. ASU 2013-02 does not change the current
requirements for reporting net income or other comprehensive income in financial statements. However, ASU
2013-02 requires an entity to provide information about the amounts reclassified out of accumulated other
comprehensive income by component. In addition, an entity is required to present, either on the face of the statement
where net income is presented or in the notes, significant amounts reclassified out of accumulated other
comprehensive income by the respective line items of net income but only if the amount reclassified is required under
US GAAP to be reclassified to net income in its entirety in the same reporting period. For other amounts that are not
required under US GAAP to be reclassified in their entirety to net income, an entity is required to cross-reference to
other disclosures required under US GAAP that provide additional detail about those amounts. This ASU is effective
prospectively, for annual and interim periods, beginning on or after December 15, 2012. The adoption of ASU
2013-02 did not have a material impact on our financial position, results of operations or cash flows.

Management does not believe that any other recently issued, but not yet effective accounting pronouncements, if
adopted, would have a material effect on the accompanying consolidated financial statements
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NOTE 2 – NET INCOME PER SHARE

Basic net income per share is calculated by dividing net income attributable to common shareholders by the
weighted-average number of common shares outstanding during the period. Diluted net income per common share is
calculated by dividing net income attributable to common shareholders plus interest expense related to the Company's
Convertible Subordinated Debentures (Debentures) by the weighted-average number of common shares outstanding
plus the weighted-average number of net shares that would be issued upon exercise of stock options pursuant to the
treasury stock method, plus the number of shares resulting from the possible conversion of the Debentures during the
period. During the three months ended December 31, 2012, the Company redeemed all of its Debentures (see Note 6).
Interest expense of $175,800 and $351,600 for the three and six months ended March 31, 2012, respectively, and
850,000 common shares to be issued upon conversion related to the potential conversion of the outstanding
Debentures as of March 31, 2012 were excluded from the calculation due to their antidilutive effect.

In addition, common stock equivalents of 218,687 and 160,540 shares are included in the diluted weighted average
shares outstanding for the three months ended March 31, 2013 and 2012, respectively, and common stock equivalents
of 213,406 and 118,761 shares are included in the diluted weighted average shares outstanding for the six months
ended March 31, 2013 and 2012, respectively. As of March 31, 2013 and 2012, options to purchase -0- and 65,000
shares of common stock, respectively, were antidilutive.

11
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NOTE 3 – REAL ESTATE INVESTMENTS

Acquisitions

On November 9, 2012, the Company purchased a 172,005 square foot industrial building located in Livonia, MI. The
building is 100% net leased to FedEx Ground Packaging System, Inc. through March 31, 2022. The purchase price
was $14,350,000. The Company obtained a mortgage of $9,500,000 at a fixed interest rate of 4.45% for 14 years and
paid the remaining amount with cash on hand. This mortgage matures on December 1, 2026. Annual rental income
over the remaining term of the lease is approximately $1,194,000. In connection with the acquisition, the Company
completed its evaluation of the acquired lease. As a result of its evaluation, the Company has allocated $650,000 to an
intangible asset associated with the net fair value assigned to the acquired lease at the property. The David Cronheim
Mortgage Corporation, an affiliated company of one of the Company’s directors and the Company’s former
management agent, received $95,000 in mortgage brokerage commissions in connection with obtaining financing for
this acquisition.

On December 20, 2012, the Company purchased a 615,305 square foot industrial building located in Olive Branch,
MS. The building is 100% net leased to Milwaukee Electric Tool Corporation through March 31, 2023. The initial
purchase price was $28,000,000. The Company obtained a mortgage of $17,500,000 at a fixed interest rate of 3.76%
for 10 years and paid the remaining amount with a draw on its unsecured line of credit (line of credit). This mortgage
matures on January 1, 2023. During the three months ended March 31, 2013, the purchase price was adjusted to
$27,368,816, resulting in a refund of the purchase price totaling $631,184. Per the terms of the mortgage agreement,
62.5% of any purchase price reduction was required to be used to pay down the mortgage balance. Therefore,
$394,490 of the refund was applied as a reduction to the mortgage balance and the mortgage agreement was amended
to reflect this reduction in principal. In addition, in accordance with the purchase and lease agreements, the reduction
in purchase price resulted in the annual rental income over the remaining term of the lease to be adjusted from
approximately $1,965,000 to $1,928,000. In connection with the acquisition, the Company completed its evaluation of
the acquired lease. As a result of its evaluation, the Company has not allocated any amount to an intangible asset.

FedEx Ground Packaging System, Inc.’s ultimate parent, FedEx Corporation and Milwaukee Electric Tool
Corporation’s ultimate parent, Techtronic Industries Company Limited are publicly-owned corporations and financial
information on their business operations is readily available to the Company’s shareholders.

On December 21, 2012, the Company purchased approximately 4.1 acres of land adjacent to its property which is
leased to FedEx Ground Packaging System, Inc. located in Orion, MI for $988,300 in connection with a 52,154 square
foot expansion of the building which is expected to be completed in fiscal 2013.

The following unaudited pro forma condensed financial information has been prepared utilizing the historical
financial statements of the Company and the effect of additional revenue and expenses from the properties acquired
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during fiscal 2013 and 2012 assuming that the acquisitions had occurred as of October 1, 2011, after giving effect to
certain adjustments including (a) rental revenue adjustments resulting from the straight-lining of scheduled rent
increases, (b) interest expenses resulting from the assumed increase in mortgage notes payable related to the new
acquisitions, and (c) depreciation expense related to the new acquisitions, (d) net income attributable to common
shareholders have been reduced by preferred dividends related to the proceeds from capital raising used for property
acquisitions. The unaudited pro forma condensed financial information is not indicative of the results of operations
that would have been achieved had the acquisitions reflected herein been consummated on the dates indicated or that
will be achieved in the future.
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   Three Months Ended Six Months Ended
3/31/2013 3/31/2012 3/31/2013 3/31/2012

Rental Revenues $11,738,400 $12,167,600 $23,762,800 $24,595,700
Net Income Attributable to Common
 Shareholders $5,492,200 $6,671,900 $9,466,400 $10,525,700
Basic and Diluted Net Income per Share Attributable to
Common Shareholders $0.13 $0.17 $0.23 $0.27

Tenant Concentration

The Company has a concentration of FedEx Corporation (FDX) and FDX subsidiary-leased properties consisting of
thirty-seven separate stand-alone leases. The percentage of FDX leased square footage to the total of the Company’s
rental space was 41% (10% to FDX and 31% to FDX subsidiaries) as of March 31, 2013. At the quarter end, no other
tenants leased more than 5% of the Company’s total square footage with the exception of Milwaukee Electric Tool
Corporation which leased 7%. The only tenant that accounted for more than 5% of the Company’s total rental and
reimbursement revenue for the six months ended March 31, 2013 was FDX and its subsidiaries. Annualized rental and
reimbursement revenue from FDX and its subsidiaries is estimated to be approximately 52% (12% to FDX and 40%
to FDX subsidiaries) of total rental and reimbursement revenue for fiscal 2013.

NOTE 4 – DISCONTINUED OPERATIONS

Discontinued operations for the three and six months ended March 31, 2013 include the operations of the property in
Greensboro, NC, which was classified as held for sale as of December 31, 2012. On February 19, 2013, the
Greensboro, NC property was sold for $1,525,000. Discontinued operations for the three and six months ended March
31, 2012 include the operations of Greensboro, NC and the operations of the property in Quakertown, PA which was
classified as held for sale as of September 30, 2011 and was sold on October 31, 2011. The following table
summarizes the components of discontinued operations:

Three Months
Ended Six Months Ended

3/31/2013 3/31/2012 3/31/2013 3/31/2012

Rental and Reimbursement revenue $-0- $-0- $32,258 $95,888
Real Estate Taxes (22,120) (6,897) (28,474) (16,719)
Operating Expenses (23,190) (17,698) (33,026) (27,935)
Depreciation & Amortization -0- (19,647) (20,094) (38,787)
Income (Loss) from Operations of Disposed Property (45,310) (44,242) (49,336) 12,447 
Gain (Loss) on Sale of Investment Property 345,794 -0- 345,794 (8,220)
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Income (Loss) from Discontinued Operations $300,484 $(44,242) $296,458 $4,227

Cash flows from discontinued operations for the six months ended March 31, 2013 and 2012 are combined with the
cash flows from operations within each of the three categories presented. Cash flows from discontinued operations are
as follows:

     Six Months Ended
3/31/2013 3/31/2012

Cash flows from Operating Activities $(12,260) $85,458
Cash flows from Investing Activities 1,413,891 2,553,507
Cash flows from Financing Activities -0- (2,581,355)

The absence of cash flows from discontinued operations is not expected to materially affect future liquidity and capital
resources.
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NOTE 5 – SECURITIES AVAILABLE FOR SALE

During the six months ended March 31, 2013, the Company sold or redeemed securities with a cost of $19,264,555
and recognized a gain on sale of $5,913,472. The Company also made purchases of $9,305,129 in securities available
for sale. Of this amount, the Company made total purchases of 4,951 common shares of UMH Properties, Inc.
(UMH), a related REIT, through UMH’s Dividend Reinvestment and Stock Purchase Plan for a total cost of $47,348 or
an average cost of $9.56 per share. The Company owned a total of 750,303 UMH common shares as of March 31,
2013 at a total cost of $7,052,540 and a fair value of $7,705,611. The Company also owns 200,000 shares of UMH’s
8.25% Series A Cumulative Redeemable Preferred Stock at a total cost of $5,000,000 and a fair value of $5,340,000.

The Company determined that it held three securities that were temporarily impaired investments as of March 31,
2013. The Company considers many factors in determining whether a security is other than temporarily impaired,
including the nature of the security and the cause, severity and duration of the impairment. As of March 31, 2013, the
three securities that were temporarily impaired consisted of three Preferred stock securities with a fair value of
$1,361,798 and an unrealized loss of $(13,207) with a range of loss of 5% or less, all impaired for less than twelve
months.

The Company normally holds REIT securities long term and has the ability and intent to hold these securities to
recovery. The Company had total net unrealized gains on its securities portfolio of $5,922,580 as of March 31, 2013.

NOTE 6 – DEBT

During the six months ended March 31, 2013, the Company entered into two mortgages originally totaling
$27,000,000 in connection with the acquisitions of properties in Livonia, MI and Olive Branch, MS, described in Note
3.

On October 23, 2012, the Company refinanced an existing 5.8% fixed rate mortgage on the Tolleson, AZ property
with a balance of $5,169,748, due December 1, 2012. The new $8,000,000 mortgage, which matures on November 1,
2022, is at a fixed interest rate of 3.95%.

During the six months ended March 31, 2013, the Company repaid the mortgages on the Montgomery, IL and Ft.
Myers, FL properties totaling $7,233,929.
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Pursuant to notice given on October 29, 2012, the Company’s subsidiary redeemed its 2013 and 2015 Debentures
outstanding on November 30, 2012 for the full principal amount plus accrued interest to November 30, 2012. Between
October 1, 2012 and November 30, 2012, $3,500,000 of the Debentures was converted to 382,091 shares of common
stock and $5,115,000 of the Debentures was redeemed.

As of March 31, 2013, total loans payable of $17,200,000 consisted of $12,000,000 outstanding under the Company’s
$20,000,000 line of credit, a $2,700,000 loan secured by UMH common stock with the Bank of Princeton and a
$2,500,000 loan secured by UMH preferred stock with Two River Bank.

NOTE 7 – SHAREHOLDERS’ EQUITY

The Company’s authorized stock as of March 31, 2013 consisted of 67,700,000 shares of common stock, 2,139,750
shares of 7.625% Series A Cumulative Redeemable Preferred Stock (Series A preferred shares), 2,300,000 shares of
7.875% Series B Cumulative Redeemable Preferred Stock (Series B preferred shares) and 5,000,000 shares of excess
stock.

Common Stock

The Company raised $11,379,153 (including reinvestments of $3,218,336) from the issuance of 1,126,675 shares of
common stock under the Dividend Reinvestment and Stock Purchase Plan (DRIP) during the six months ended March
31, 2013.
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During the six months ended March 31, 2013, the Company paid $12,412,874 in total cash dividends or $0.30 per
share to common shareholders, of which $3,218,336 was reinvested in the DRIP. On April 9, 2013, the Company
declared a dividend of $0.15 per share to be paid June 17, 2013 to common shareholders of record as of May 15,
2013.

Treasury Stock

As of March 31, 2013, the Company holds no shares in treasury stock.

7.625% Series A Cumulative Redeemable Preferred Stock

During the six months ended March 31, 2013, the Company paid $2,039,452 in preferred dividends or $0.9531 per
share on its outstanding Series A preferred shares. Dividends on the Series A preferred shares are cumulative and
payable quarterly at an annual rate of $1.90625 per share. On April 9, 2013, the Company declared a dividend of
$0.4766 per share to be paid June 17, 2013 to Series A preferred shareholders of record as of May 15, 2013.

7.875% Series B Cumulative Redeemable Preferred Stock

During the six months ended March 31, 2013, the Company paid $2,264,064 in preferred dividends or $0.9844 per
share on its outstanding Series B preferred shares. Dividends on the Series B preferred shares are cumulative and
payable quarterly at an annual rate of $1.96875 per share. On April 9, 2013, the Company declared a dividend of
$0.4922 per share to be paid June 17, 2013 to Series B preferred shareholders of record as of May 15, 2013.

Noncontrolling Interest

The following table summarizes the changes in the noncontrolling interests in the Company’s majority owned
subsidiary for the six months ended March 31, 2013 and 2012:

Six Months Ended
3/31/2013 3/31/2012

Beginning Balance $50,027 $28,588
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  Net Income Attributable to Noncontrolling Interest 31,043 47,309
  Distributions to Noncontrolling Interests (40,266) (40,267)
Ending Balance $40,804 $35,630

The noncontrolling interest balance as of March 31, 2013 is included in Other liabilities in the accompanying
Consolidated Balance Sheet.

NOTE 8 - FAIR VALUE MEASUREMENTS

The Company measures certain financial assets and liabilities at fair value on a recurring basis, including securities
available for sale. The Company’s financial assets consist mainly of REIT securities. The fair value of these financial
assets was determined using the following inputs at March 31, 2013 and September 30, 2012:
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Fair Value Measurements at Reporting Date Using

Total

Quoted Prices in Active
Markets for Identical
Assets

(Level 1)

Significant Other
Observable Inputs

(Level 2)

Significant
Unobservable
Inputs

(Level 3)
As of March 31, 2013:
Equity Securities – Preferred Stock$29,255,475 $29,255,475 $-0- $-0-
Equity Securities – Common Stock22,997,233 22,997,233 -0- -0-
Debt Securities 11,682 11,682 -0- -0-
Total Securities $52,264,390 $52,264,390 $-0- $-0-

As of September 30, 2012:
Equity Securities – Preferred Stock$24,153,899 $24,153,899 $-0- $-0-
Equity Securities – Common Stock37,517,767 37,517,767 -0- -0-
Debt Securities 13,507 13,507 -0- -0-
Total Securities $61,685,173 $61,685,173 $-0- $-0-

The Company is also required to disclose certain information about fair values of financial instruments. Estimates of
fair value are made at a specific point in time based upon, where available, relevant market prices and information
about the financial instrument. Such estimates do not include any premium or discount that could result from offering
for sale at one time the Company’s entire holdings of a particular financial instrument. For a portion of the Company’s
financial instruments, no quoted market value exists. Therefore, estimates of fair value are necessarily based on a
number of significant assumptions (many of which involve events outside the control of management). Such
assumptions include assessments of current economic conditions, perceived risks associated with these financial
instruments and their counterparties; future expected loss experience and other factors. Given the uncertainties
surrounding these assumptions, the reported fair values represent estimates only, and therefore cannot be compared to
the historical accounting model. Use of different assumptions or methodologies is likely to result in significantly
different fair value estimates.

The fair value of cash and cash equivalents approximates their current carrying amounts since all such items are
short-term in nature. The fair value of variable rate loans payable and Subordinated Debentures (which have been
fully redeemed as of March 31, 2013) approximate their current carrying amounts since such amounts payable are at
approximately a weighted-average current market rate of interest. At March 31, 2013, the fair value (estimated based
upon expected cash outflows discounted at current market rates) and carrying value of fixed rate mortgage notes
payable amounted to $262,956,252 and $251,352,627, respectively.

NOTE 9 - SUPPLEMENTAL CASH FLOW INFORMATION

Edgar Filing: MONMOUTH REAL ESTATE INVESTMENT CORP - Form 10-Q

30



Cash paid for interest during the six months ended March 31, 2013 and 2012 was $7,916,025 and $7,788,740,
respectively.

During the six months ended March 31, 2013 and 2012, the Company had dividend reinvestments of $3,218,336 and
$1,230,696 respectively, which required no cash transfers.

During the six months ended March 31, 2013, $3,500,000 in principal amount of the Debentures was converted to
382,091 shares of common stock.

16

Edgar Filing: MONMOUTH REAL ESTATE INVESTMENT CORP - Form 10-Q

31



Table of Contents
NOTE 10 – CONTINGENCIES AND COMMITMENTS

From time to time, the Company may be subject to claims and litigation in the ordinary course of business.
Management does not believe that any such claim or litigation will have a material adverse effect on the consolidated
balance sheet or results of operations.

The Company has entered into separate agreements to purchase eight new build-to-suit, industrial buildings that are
currently being developed. These buildings are located in Kentucky, Minnesota, Missouri, Pennsylvania, Texas,
Virginia and Wisconsin, totaling approximately 1,420,000 square feet, which will be net-leased to investment grade
tenants for 10 or more years, of which approximately 862,000 square feet or 61% will be leased to FedEx Ground
Packaging System. The aggregate purchase price for the eight properties is approximately $96,105,000. Subject to
satisfactory due diligence, we anticipate closing these eight transactions during fiscal 2013 and fiscal 2014. The
Company has made deposits totaling $1,800,000 on these acquisitions as of March 31, 2013, which is included in
other assets as of March 31, 2013.

In connection with the Kentucky, Minnesota, Pennsylvania, Virginia and Wisconsin acquisitions, the Company
entered into three separate commitments to obtain self-amortizing mortgages totaling $37,475,000 at fixed interest
rates ranging from 3.84% to 4.17% for terms ranging between 13 and 20 years. The Company has currently paid
commitment and loan processing fees totaling $434,250, of which $416,250 will be refunded at each respective
closing, which are expected to take place during the third quarter of fiscal 2013 and the first quarter of fiscal 2014.

The Company has entered into separate agreements to expand three existing buildings leased to FedEx Ground
Packaging System, Inc. by approximately 170,000 square feet. As of March 31, 2013, the Company has incurred
expansion costs of approximately $3,900,000 (including $988,300 for the purchase of land, see Note 3). As of March
31, 2013, the total remaining expansion costs expected to be incurred during fiscal 2013 and fiscal 2014 amount to
approximately $10,100,000. Total expansion costs for the buildings being expanded are expected to average $83 per
square foot. Upon completion, the expansions will result in a new ten year lease extension for each building being
expanded and the expansions will result in total increased annual rent of approximately $1,400,000 averaging $8.20
per square foot per annum.

The Company has entered into a commitment to renew and increase its $20 million unsecured revolving credit
facility, which is set to mature in June 2013. The renewed credit facility will be increased to $40 million with an
accordion feature up to $60 million. The renewed facility will mature in June 2016, has a one-year extension option,
and will bear interest at LIBOR plus 175 basis points to 250 basis points depending on the Company’s leverage ratio.
Based on the Company’s current leverage ratio, the facility will bear interest at LIBOR plus 200 basis points. The
current $20 million facility does not have an extension option and interest is at LIBOR plus 200 basis points to 250
basis points depending on the amount drawn down on the facility, which is currently at LIBOR plus 200 basis points.
The Company expects to close on its renewed credit facility during the third quarter of fiscal 2013.
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NOTE 11 – SUBSEQUENT EVENTS

Management has evaluated subsequent events for disclosure and/or recognition in the financial statements through the
date that the financial statements were issued.

17

Edgar Filing: MONMOUTH REAL ESTATE INVESTMENT CORP - Form 10-Q

33



Table of Contents
ITEM 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Overview and Recent Activity

The following discussion and analysis of the consolidated financial condition and results of operations should be read
in conjunction with the Consolidated Financial Statements and notes thereto provided elsewhere herein and the
Company’s Annual Report on Form 10-K for the fiscal year ended September 30, 2012.

The Company is a REIT. The Company seeks to invest in well-located, modern industrial buildings leased primarily
to investment grade tenants on long-term leases. During the six months ended March 31, 2013, the Company
purchased two net-leased industrial properties, located in Livonia, MI and Olive Branch, MS, totaling approximately
787,000 square feet, for $41,718,816. As of March 31, 2013, the Company owned seventy-two industrial properties
and one shopping center with total square footage of approximately 9,165,000 square feet. These properties are
located in twenty-six states. As of quarter end, the Company’s weighted average lease expiration term was
approximately 6.1 years and its occupancy rate was 95%. In addition, the Company’s average rent per occupied square
foot for fiscal 2013 was approximately $5.46. Total net real estate investments were $507,295,566 as of March 31,
2013.

The Company’s revenue primarily consists of rental and reimbursement revenue from the ownership of industrial
rental property. Net Operating Income from property operations (NOI) is defined as recurring rental and
reimbursement revenue, less real estate taxes and operating expenses, such as insurance, utilities and repairs and
maintenance. NOI increased $934,477 or 9% for the three months ended March 31, 2013 as compared to the three
months ended March 31, 2012 and increased $1,923,793 or 9% for the six months ended March 31, 2013 as compared
to the six months ended March 31, 2012. The increase was due to the additional income related to seven industrial
properties purchased during fiscal 2012 (of which two were purchased subsequent to March 31, 2012) and two
properties purchased during the six months ended March 31, 2013.

The Company’s NOI for the three and six months ended March 31, 2013 and 2012 is calculated as follows:

 Three Months Ended Six Months Ended
3/31/2013 3/31/2012 3/31/2013 3/31/2012

Rental Revenue $11,738,407 $10,691,955 $23,047,661 $21,349,581
Reimbursement Revenue 1,567,802 1,875,848 3,086,038 3,455,688
Total Rental and Reimbursement Revenue 13,306,209 12,567,803 26,133,699 24,805,269
Real Estate Taxes (1,117,948) (1,675,693) (2,281,462) (3,100,296)
Operating Expense (967,176) (605,502) (1,493,800) (1,270,329)
NOI $11,221,085 $10,286,608 $22,358,437 $20,434,644
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The Company’s revenue also includes lease termination income, which amounted to $-0- and $690,730, respectively,
for the three and six months ended March 31, 2013 and $3,222,283 for the three and six months ended March 31,
2012. This income represents the payments from former tenants at our St. Joseph, MO and Monroe, NC properties
terminating their lease obligations before the end of the contractual term of the leases. Other than the Company’s lease
with its tenant at its 26,340 square foot location in Ridgeland (Jackson), MS the Company does not have any other
leases that contain an early termination option.
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The Company has a concentration of FedEx Corporation (FDX) and FDX subsidiary-leased properties consisting of
thirty-seven separate stand-alone leases. The percentage of FDX leased square footage to the total of the Company’s
rental space was 41% (10% to FDX and 31% to FDX subsidiaries) as of March 31, 2013. At the quarter end, no other
tenants leased more than 5% of the Company’s total square footage with the exception of Milwaukee Electric Tool
Corporation which leased 7%. The only tenant that accounted for more than 5% of the Company’s total rental and
reimbursement revenue for the six months ended March 31, 2013 was FDX and its subsidiaries. Annualized rental and
reimbursement revenue from FDX and its subsidiaries is estimated to be approximately 52% (12% to FDX and 40%
to FDX subsidiaries) of total rental and reimbursement revenue for fiscal 2013. This concentration is a risk
shareholders should consider.

The Company also holds a portfolio of securities of other REITs with a fair value of $52,264,390 as of March 31,
2013, which earns dividend and interest income. The dividends received from our securities investments were at a
weighted average yield of approximately 6.9% as of March 31, 2013. During the six months ended March 31, 2013,
the Company recognized gains on sale of securities of $5,913,472. As of March 31, 2013, the Company had net
unrealized gains on securities available for sale of $5,922,580. The Company invests in REIT securities on margin
from time to time when the Company believes it can achieve an adequate yield spread. As of March 31, 2013, the
Company does not have any borrowings under its margin line. The REIT securities portfolio provides the Company
with liquidity and additional income and serves as a proxy for real property investments.

On November 9, 2012, the Company purchased a 172,005 square foot industrial building located in Livonia, MI. The
building is 100% net leased to FedEx Ground Packaging System, Inc. through March 31, 2022. The purchase price
was $14,350,000. The Company obtained a mortgage of $9,500,000 at a fixed interest rate of 4.45% for 14 years and
paid the remaining amount from cash on hand. This mortgage matures on December 1, 2026. Annual rental income
over the remaining term of the lease is approximately $1,194,000. In connection with the acquisition, the Company
completed its evaluation of the acquired lease. As a result of its evaluation, the Company has allocated $650,000 to an
intangible asset associated with the net fair value assigned to the acquired lease at the property.

On December 20, 2012, the Company purchased a 615,305 square foot industrial building located in Olive Branch,
MS. The building is 100% net leased to Milwaukee Electric Tool Corporation through March 31, 2023. The purchase
price was $28,000,000. The Company obtained a mortgage of $17,500,000 at a fixed interest rate of 3.76% for 10
years and paid the remaining amount with a draw on its unsecured line of credit (line of credit). This mortgage
matures on January 1, 2023. During the three months ended March 31, 2013, the purchase price was adjusted to
$27,368,816, resulting in a refund of the purchase price totaling $631,184. Per the terms of the mortgage agreement,
62.5% of any purchase price reduction was required to be used to pay down the mortgage balance. Therefore,
$394,490 of the refund was applied as a reduction to the mortgage balance. In addition, in accordance with the
purchase and lease agreements, the reduction in purchase price resulted in the annual rental income over the remaining
term of the lease to be adjusted from approximately $1,965,000 to $1,928,000. In connection with the acquisition, the
Company completed its evaluation of the acquired lease. As a result of its evaluation, the Company has not allocated
any amount to an intangible asset.

On December 21, 2012, the Company purchased approximately 4.1 acres of land adjacent to its property which is
leased to FedEx Ground Packaging System, Inc. located in Orion, MI for $988,300 in connection with a 52,154 square
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foot expansion of the building which is expected to be completed fiscal in 2013.

The Company has entered into separate agreements to purchase eight new build-to-suit, industrial buildings that are
currently being developed. These buildings are located in Kentucky, Minnesota, Missouri, Pennsylvania, Texas,
Virginia and Wisconsin, totaling approximately 1,420,000 square feet, which will be net-leased to investment grade
tenants for 10 or more years, of which approximately 862,000 square feet or 61% will be leased to FedEx Ground
Packaging System. The aggregate purchase price for the eight properties is approximately $96,105,000. Subject to
satisfactory due diligence, we anticipate closing these eight transactions during fiscal 2013 and fiscal 2014. The
Company has made deposits totaling $1,800,000 on these acquisitions as of March 31, 2013, which is included in
other assets as of March 31, 2013.
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In connection with the Kentucky, Minnesota, Pennsylvania, Virginia and Wisconsin acquisitions, the Company
entered into three separate commitments to obtain self-amortizing mortgages totaling $37,475,000 at fixed interest
rates ranging from 3.84% to 4.17% for terms ranging between 13 and 20 years. The Company has currently paid
commitment and loan processing fees totaling $434,250 of which $416,250 will be refunded at each respective closing
which are expected to take place during the third quarter of fiscal 2013 and the first quarter of fiscal 2014.

The Company has entered into separate agreements to expand three existing buildings leased to FedEx Ground
Packaging System, Inc. by approximately 170,000 square feet. As of March 31, 2013, the Company has incurred
expansion costs of approximately $3,900,000 (including $988,300 for the purchase of land, see Note 3). As of March
31, 2013, the total remaining expansion costs expected to be incurred during fiscal 2013 and fiscal 2014 amount to
approximately $10,100,000. Total expansion costs for the buildings being expanded are expected to average $83 per
square foot. Upon completion, the expansions will result in a new ten year lease extension for each building being
expanded and the expansions will result in total increased annual rent of approximately $1,400,000 averaging $8.20
per square foot per annum

See PART I, Item 1 – Business in the Company’s Annual Report on Form 10-K for the fiscal year ended September 30,
2012 for a more complete discussion of the economic and industry-wide factors relevant to the Company and the
opportunities, challenges, and risks on which the Company is focused.

Changes in Results of Operations

As of March 31, 2013, the Company owned seventy-three properties with total square footage of approximately
9,165,000 as compared to seventy properties with total square footage of approximately 8,267,000 as of March 31,
2012. As of March 31, 2013 and 2012, the Company’s weighted average lease expiration term was approximately 6.1
years and 5.2 years, respectively. The Company’s occupancy rate was 95% as of March 31, 2013 and 2012.

In fiscal 2013, approximately 10% of our gross leasable area, consisting of 11 leases totaling 896,813 square feet was
originally set to expire. To date, the Company has extended 10 leases which were scheduled to expire in fiscal 2013.
We have incurred or expect to incur tenant improvement costs and leasing costs of approximately $1,245,000 and
$541,000, respectively in connection with these 10 lease renewals. In the table below, both the tenant improvement
costs and the leasing costs are presented on a per square foot (PSF) basis averaged over the renewal term. In addition,
the following table summarizes the lease terms of the 10 leases which were renewed.

Property Tenant Square

Former

Average

Rent

Previous

Lease

Expiration

Renewal

Average

Rent

New

Lease

Expiration

Renewal

Term

(years)

Tenant

Improvement

Cost

Leasing

Commissions
Cost
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feet PSF PSF PSF over

Renewal

Term (1)

PSF over

Renewal

Term (1)

Chattanooga, TN FedEx Express60,637 $6.10 10/27/12 $5.13 10/31/17 5.0 $0.61 $0.10
Lakeland, FL FedEx Express32,105 5.13 11/30/12 4.83 11/30/17 5.0 0.14 0.10
Augusta, GA FedEx Express30,184 4.67 11/30/12 4.00 11/30/22 10.0 0.22 0.08

Fayetteville, NC Maidenform,
Inc. 148,0003.00 12/31/12 3.00 12/31/13 1.0 -0- 0.06

Orangeburg, NY Kellogg Sales
Co. 50,400 7.00 2/28/13 7.00 2/28/14 1.0 -0- 0.14

Newington, CT Kellogg Sales
Co. 54,812 6.54 2/28/13 6.54 2/28/14 1.0 -0- 0.13

Edwardsville, KSCarlisle Tire 179,2803.85 5/31/13 4.09 5/31/18 5.0 0.22 0.25
Jacksonville, FL FedEx Ground 95,883 6.00 5/31/13 5.40 5/31/19 6.0 0.07 0.11
West Chester
Twp, OH FedEx Ground 103,8184.80 8/31/13 5.01 8/31/23 10.0 0.64 0.10

Bedford Heights,
OH FedEx Express82,269 5.54 8/31/13 4.96 8/31/18 5.0 0.15 0.15

Total 837,388
Weighted
Average $4.84 $4.68 4.7 $0.32 $0.14

(1) Amount calculated based on the total cost divided by the square feet, divided by the renewal term
20

Edgar Filing: MONMOUTH REAL ESTATE INVESTMENT CORP - Form 10-Q

39



Table of Contents
Of the total 896,813 square feet of gross leasable area originally set to expire during fiscal 2013, 837,388 square feet
or 93% has been renewed. The lease renewals have been renewed for a weighted average term of 4.7 years at an
average lease rate per square foot of $4.68 as compared to $4.84 per square foot formerly, representing a reduction of
3.3%.

The one remaining lease located in White Bear Lake, MN leased to FedEx Express through November 30, 2012,
representing 59,425 square feet or 7% of the space, did not renew.

Effective March 31, 2013, we entered into a seven and half year lease with Tampa Bay Grand Prix at our 68,385
square foot facility located in Tampa FL, which was previously vacant. The tenant receives free rent for six months.
Effective October 1, 2013, annual base rent will be $256,443 or $3.74 per square foot with 3% increases each year
through the September 30, 2020 lease expiration.

Rental revenue increased $1,046,452 or 10% for the three months ended March 31, 2013 as compared to the three
months ended March 31, 2012 and increased $1,698,080 or 8% for the six months ended March 31, 2013 as compared
to the six months ended March 31, 2012. The increase for the three and six months ended March 31, 2013 was due
primarily to the increased rental income earned from acquisitions of seven properties during fiscal 2012 (of which two
were purchased subsequent to March 31, 2012) and two properties purchased during the six months ended March 31,
2013.

Reimbursement revenue decreased $308,046 or 16% for the three months ended March 31, 2013 as compared to the
three months ended March 31, 2012 and decreased $369,650 or 11% for the six months ended March 31, 2013 as
compared to the six months ended March 31, 2012. Real estate tax expense decreased $557,745 or 33% for the three
months ended March 31, 2013 as compared to the three months ended March 31, 2012 and decreased $818,834 or
26% for the six months ended March 31, 2013 as compared to the six months ended March 31, 2012. The decrease for
the three and six months ended March 31, 2013 for both reimbursement revenue and real estate taxes was due
primarily to the Company’s ability to obtain refunds and reductions in real estate taxes in several jurisdictions. Our
single tenant properties are subject to net leases which require the tenants to absorb the real estate taxes as well as
insurance and the majority of repairs and maintenance. As such, the Company is reimbursed by the tenants for these
real estate taxes. Because the reduction in real estate taxes results in reducing our tenants overall occupancy costs, it is
expected to result in higher tenant retention rates.

Lease termination income amounted to $-0- and $690,730 for the three and six months ended March 31, 2013,
respectively, as compared to $3,222,283 for the three and six months ended March 31, 2012. This income represents
the payments from former tenants at our St. Joseph, MO and Monroe, NC properties terminating their lease
obligations before the end of the contractual term of the leases.
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Operating expenses increased $361,674 or 60% for the three months ended March 31, 2013 as compared to the three
months ended March 31, 2012 and increased $223,471 or 18% for the six months ended March 31, 2013 as compared
to the six months ended March 31, 2012. The increase in Operating expenses for the three months ended March 31,
2013 was due primarily to the increase in insurance costs of $216,000, an increase in repair and maintenance costs of
$102,000 and an increase in utility costs of $30,000. The increase in Operating expenses for the six months ended
March 31, 2013 was due primarily to the increase in insurance costs of $153,000, an increase in repair and
maintenance costs of $161,000 and an increase in utility costs of $95,000. The increases were mainly due to the
acquisitions in 2012 and 2013. The increases were offset by a decrease in management fees of $74,000 and $161,000
for the three and six months ended March 31, 2013. Effective August 1, 2012, the Company terminated its contract
with its management agent and the Company became a fully integrated and self-managed real estate company.

General and administrative expense increased $18,085 or 2% for the three months ended March 31, 2013 as compared
to the three months ended March 31, 2012 and increased $297,908 or 15% for the six months ended March 31, 2013
as compared to the six months ended March 31, 2012. The increase in General and administrative expense for the six
months ended March 31, 2013 was due primarily to increased salary and related expenses for recent hires of
approximately $135,000, professional fees associated with redeeming the Debentures of approximately $60,000 and
general professional fees of approximately $85,000.
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Interest and dividend income increased $112,458 or 13% for the three months ended March 31, 2013 as compared to
the three months ended March 31, 2012 and increased $286,193 or 16% for the six months ended March 31, 2013 as
compared to the six months ended March 31, 2012. This increase was due mainly to an increase of 19% in
investments in securities available for sale as of March 31, 2013 as compared to the investments in securities available
for sale as of March 31, 2012. The weighted average yield was approximately 6.9% and 7.3% for the three months
ended March 31, 2013 and 2012, respectively and approximately 6.8% for the six months ended March 31, 2013 and
2012.

The Company recognized a gain on sale of securities of $3,802,704 and $2,209,257 for the three months ended March
31, 2013 and 2012, respectively and $5,913,472 and $4,997,715 for the six months ended March 31, 2013 and 2012,
respectively. In addition, the Company had net unrealized gains on its securities held for sale of $5,922,580 as of
March 31, 2013.

Discontinued operations for the three and six months ended March 31, 2013 include the operations of the property in
Greensboro, NC, which was classified as held for sale as of December 31, 2012. On February 19, 2013, the
Greensboro, NC property was sold for $1,525,000. Discontinued operations for the three and six months ended March
31, 2012 include the operations of Greensboro, NC and the operations of the property in Quakertown, PA which was
classified as held for sale as of September 30, 2011 and was sold on October 31, 2011. The following table
summarizes the components of discontinued operations:

Three Months
Ended Six Months Ended

3/31/2013 3/31/2012 3/31/2013 3/31/2012

Rental and Reimbursement revenue $-0- $-0- $32,258 $95,888
Real Estate Taxes (22,120) (6,897) (28,474) (16,719)
Operating Expenses (23,190) (17,698) (33,026) (27,935)
Depreciation & Amortization -0- (19,647) (20,094) (38,787)
Income (Loss) from Operations of Disposed Property (45,310) (44,242) (49,336) 12,447 
Gain (Loss) on Sale of Investment Property 345,794 -0- 345,794 (8,220)
Income (Loss) from Discontinued Operations $300,484 $(44,242) $296,458 $4,227

Cash flows from discontinued operations for the six months ended March 31, 2013 and 2012 are combined with the
cash flows from operations within each of the three categories presented. Cash flows from discontinued operations are
as follows:

     Six Months Ended
3/31/2013 3/31/2012

Cash flows from Operating Activities $(12,260) $85,458
Cash flows from Investing Activities 1,413,891 2,553,507
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Cash flows from Financing Activities -0- (2,581,355)

The absence of cash flows from discontinued operations is not expected to materially affect future liquidity and capital
resources.

Changes in Financial Condition

The Company generated net cash from operating activities of $11,689,703 and $15,920,253 for the six months ended
March 31, 2013 and 2012, respectively.

Net real estate investments increased $39,409,082 from September 30, 2012 to March 31, 2013. This increase was due
mainly to the purchase of the industrial properties in Livonia, MI and Olive Branch, MS totaling $41,718,816 and the
purchase of land adjacent to our property located in Orion, MI for $988,300 in connection with a 52,154 square foot
expansion. The increase was partially offset by depreciation expense for the six month period of $6,389,457.
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Securities available for sale decreased $9,420,783 from September 30, 2012 to March 31, 2013. The decrease was due
to the sales of securities with a cost basis of $19,264,555 offset by purchases of securities totaling $9,305,129 and an
increase in net unrealized gains of $538,643.

Mortgage notes payable increased $13,408,716 from September 30, 2012 to March 31, 2013. The increase was due
mainly to the two mortgages of $27,000,000 originated in connection with the acquisitions of the two industrial
properties purchased in fiscal 2013. Details on the mortgages are as follows:

Property

Mortgage

Originated

Maturity

Date

Interest

Rate
Livonia, MI $9,500,00012/1/26 4.45%
Olive Branch, MS (1) 17,500,00001/1/23 3.76%

(1)On February 27, 2013, the mortgage was amended to reduce the balance by 62.5% of the reduction in the purchase
price of the acquisition requiring a one-time principal payment of $394,490.

The increase in mortgages was partially offset by scheduled payments of principal of $8,793,117, balloon payments
on the Montgomery, IL and Ft. Myers, FL property mortgages of $7,233,929, and a one-time principal payment of
$394,490 on the Olive Branch, MS property mortgage. In addition, the Company refinanced the existing mortgage on
the Tolleson, AZ property with a balance of $5,169,748 at an interest rate of 5.8% due December 1, 2012. The new
$8,000,000 mortgage, which matures on November 1, 2022, is at a fixed interest rate of 3.95%. The Company is
scheduled to repay a total of approximately $26,304,000 in mortgage principal payments in the next twelve months,
consisting of balloon payments of approximately $7,500,000 and normal monthly amortization payments of
approximately $18,804,000. The Company intends to make these principal payments from the funds raised from the
DRIP, draws from the line of credit, cash from operations and refinancings.

The Company’s outstanding 8% Debentures decreased $8,615,000 from September 30, 2012 to March 31, 2013.
Pursuant to notice given, on October 29, 2012, the Company’s subsidiary redeemed all of the 2013 and 2015
Debentures outstanding on November 30, 2012 for the full principal amount plus accrued interest to November 30,
2012. Between October 1, 2012 and November 30, 2012, $3,500,000 of the Debentures was converted to 382,091
shares of common stock and the remaining $5,115,000 of the Debentures were redeemed.

Loans payable increased $12,000,000 from September 30, 2012 to March 31, 2013. The increase was due to a draw on
the line of credit of $12,000,000. As of March 31, 2013, total loans payable of $17,200,000 consisted of $12,000,000
outstanding under the Company’s current $20,000,000 line of credit, a $2,700,000 loan from the Bank of Princeton and
a $2,500,000 loan from Two River Bank.
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Liquidity and Capital Resources

Net cash provided by operating activities was $11,689,703 and $15,920,253 for the six months ended March 31, 2013
and 2012, respectively. Dividends paid on common stock for the six months ended March 31, 2013 and 2012 were
$12,412,874 and $11,614,217, respectively (of which $3,218,336 and $1,230,696, respectively, was reinvested). The
Company pays dividends from cash provided by operating activities.

As of March 31, 2013, the Company owned securities available for sale of $52,264,390 subject to term loans of
$5,200,000. These marketable securities provide the Company with additional liquidity as well as dividend income.
As of March 31, 2013, the Company had a net unrealized gain on its portfolio of $5,922,580. The dividends received
from our investments continue to meet our expectations.

As of March 31, 2013, the Company owned seventy-three properties (seventy-two industrial properties and one
shopping center), of which fifty-nine carried mortgage loans with outstanding principal balances as of March 31, 2013
totaling $251,352,627. The unencumbered properties could be refinanced to raise additional funds, although covenants
in the Company’s line of credit limit the amount of unencumbered properties which can be mortgaged. The Company
had $8 million available on its $20 million line of credit as of March 31, 2013. The line of credit matures June 30,
2013 and the Company has
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entered into a commitment to renew and increase its unsecured revolving credit facility. The renewed credit facility
will be increased to $40 million with an accordion feature up to $60 million. The renewed facility will mature in June
2016, has a one-year extension option, and will bear interest at LIBOR plus 175 basis points to 250 basis points
depending on the Company’s leverage ratio. Based on the Company’s current leverage ratio, the facility would bear
interest at LIBOR plus 200 basis points. The current $20 million facility does not have an extension option and
interest is at LIBOR plus 200 basis points to 250 basis points depending on the amount drawn down on the facility,
which is currently at LIBOR plus 200 basis points. The Company expects to close on its renewed credit facility during
the third quarter of fiscal 2013. The Company’s total net debt to total market capitalization was 29% and the
Company’s total net debt plus preferred equity to total market capitalization was 42% as of March 31, 2013.

During the six months ended March 31, 2013, the Company paid $2,039,452 in dividends on its outstanding Series A
preferred shares. On April 9, 2013, the Board of Directors declared a dividend of $0.4766 per share of the Company’s
Series A preferred shares payable June 17, 2013, to Series A preferred shareholders of record as of May 15, 2013.

During the six months ended March 31, 2013, the Company paid $2,264,064 in dividends on its outstanding Series B
preferred shares. On April 9, 2013, the Board of Directors declared a dividend of $0.4922 per share of the Company’s
Series B preferred shares payable June 17, 2013, to Series B preferred shareholders of record as of May 15, 2013.

The Company raised $11,379,153 (including reinvestments of $3,218,336) from the issuance of 1,126,675 common
shares in the DRIP during the six months ended March 31, 2013. During the six months ended March 31, 2013, the
Company paid $12,412,874 in total cash dividends or $0.30 per common share to common shareholders, of which
$3,218,336 was reinvested in the DRIP. On April 9, 2013, the Company declared a dividend of $0.15 per common
share to be paid on June 17, 2013 to common shareholders of record as of May 15, 2013.

The Company uses a variety of sources to fund its cash needs in addition to cash generated through operations. The
Company may sell marketable securities, borrow on its line of credit or securities margin loans, refinance debt, or
raise capital through the DRIP or capital markets.

The Company has been raising capital through its DRIP, registered direct placements and public offerings of common
and preferred stock and investing in net leased industrial properties. The Company believes that funds generated from
operations and from its public offerings, together with the ability to finance and refinance its properties, will provide
sufficient funds to adequately meet its obligations over the next year.

The Company seeks to invest in well-located, modern buildings, leased primarily to investment grade tenants on
long-term leases. In management’s opinion, newly built facilities leased to FedEx Corporation (FDX) and its
subsidiaries meet these criteria. The Company has a concentration of FedEx Corporation (FDX) and FDX
subsidiary-leased properties consisting of thirty-seven separate stand-alone leases. The percentage of FDX leased
square footage to the total of the Company’s rental space was 41% (10% to FDX and 31% to FDX subsidiaries) as of
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March 31, 2013. At the quarter end, no other tenants leased more than 5% of the Company’s total square footage with
the exception of Milwaukee Electric Tool Corporation which leased 7%. The only tenant that accounted for more than
5% of the Company’s total rental and reimbursement revenue for the six months ended March 31, 2013 was FDX and
its subsidiaries. Annualized rental and reimbursement revenue from FDX and its subsidiaries is estimated to be
approximately 52% (12% to FDX and 40% to FDX subsidiaries) of total rental and reimbursement revenue for fiscal
2013.

FDX and Milwaukee Electric Tool Corporation’s ultimate parent, Techtronic Industries Company Limited are
publicly-owned companies and information on the business operations and financial condition on each company is
readily available to the Company’s shareholders.

The Company intends to acquire additional net-leased industrial properties on long-term leases, primarily to
investment grade tenants, and expand its current properties when needed. The Company has historically financed
purchases of real estate and expansions primarily through mortgages, draws on its
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unsecured line of credit and available cash reserves. To the extent that funds or appropriate properties are not
available, fewer acquisitions and expansions will be made.

Off-Balance Sheet Arrangements

The Company does not have any off-balance sheet arrangements.

Funds From Operations and Core Funds From Operations

We assess and measure our overall operating results based upon an industry performance measure referred to as Funds
From Operations (FFO), which management believes is a useful indicator of our operating performance. FFO is used
by industry analysts and investors as a supplemental operating performance measure of a REIT. FFO, as defined by
The National Association of Real Estate Investment Trusts (NAREIT), represents net income (loss) attributable to
common shareholders, as defined by accounting principles generally accepted in the United States of America (US
GAAP), excluding extraordinary items, as defined under US GAAP, gains or losses from sales of previously
depreciated real estate assets, impairment charges related to depreciable real estate assets, plus certain non-cash items
such as real estate asset depreciation and amortization. NAREIT created FFO as a non-US GAAP supplemental
measure of REIT operating performance. Core Funds From Operations (Core FFO), is defined as FFO plus acquisition
costs. FFO and Core FFO should be considered as a supplemental measure of operating performance used by REITs.
FFO and Core FFO excludes historical cost depreciation as an expense and may facilitate the comparison of REITs
which have different cost basis. The items excluded from FFO and Core FFO are significant components in
understanding the Company’s financial performance.

FFO and Core FFO (i) do not represent cash flow from operations as defined by US GAAP; (ii) should not be
considered as an alternative to net income as a measure of operating performance or to cash flows from operating,
investing and financing activities; and (iii) is not an alternative to cash flow as a measure of liquidity. FFO and Core
FFO, as calculated by the Company, may not be comparable to similarly titled measures reported by other REITs.

The Company’s FFO and Core FFO for the three and six months ended March 31, 2013 and 2012 is calculated as
follows:

 Three Months Ended Six Months Ended
3/31/2013 3/31/2012 3/31/2013 3/31/2012

Net Income Attributable to Common Shareholders $5,492,153 $7,240,227 $9,046,972 $11,586,445
Depreciation Expense 3,268,393 2,830,117 6,402,300 5,615,773
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Amortization of Lease costs and Intangible Assets 384,703 321,919 769,406 639,811
(Gain) Loss on Sales of Depreciable Assets (345,794) -0- (345,794) 8,220
FFO Attributable to Common Shareholders 8,799,455 10,392,263 15,872,884 17,850,249
Acquisition Costs -0- 261,382 385,862 565,724
Core FFO Attributable to Common Shareholders $8,799,455 $10,653,645 $16,258,746 $18,415,973

The following are the cash flows provided (used) by operating, investing and financing activities for the six months
ended March 31, 2013 and 2012:

Six Months Ended
    3/31/13 3/31/12

Operating Activities $11,689,703 $15,920,253
Investing Activities (30,606,798) (43,439,002)
Financing Activities 14,396,692 32,698,198
25
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Forward-Looking Statements

This quarterly report on Form 10-Q includes forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995. Forward-looking statements provide our current expectations or forecasts of future
events. Forward-looking statements include statements about the Company’s expectations, beliefs, intentions, plans,
objectives, goals, strategies, future events, performance and underlying assumptions and other statements that are not
historical facts. Forward-looking statements can be identified by their use of forward-looking words, such as “may,”
“will,” “anticipate,” “expect,” “believe,” “intend,” “plan,” “should,” “seek” or comparable terms, or the negative use of those words, but
the absence of these words does not necessarily mean that a statement is not forward-looking.

The forward-looking statements are based on our beliefs, assumptions and expectations of our future performance,
taking into account all information currently available to us. Forward-looking statements are not predictions of future
events. These beliefs, assumptions and expectations can change as a result of many possible events or factors, not all
of which are known to us. Some of these factors are described below and under the headings “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” as included in our Annual Report on Form 10-K for the
fiscal year ended September 30, 2012. These and other risks, uncertainties and factors could cause our actual results to
differ materially from those included in any forward-looking statements we make. Any forward-looking statement
speaks only as of the date on which it is made. New risks and uncertainties arise over time, and it is not possible for us
to predict those events or how they may affect us. Except as required by law, we are not obligated to, and do not
intend to, update or revise any forward-looking statements, whether as a result of new information, future events or
otherwise. Important factors that could cause actual results to differ materially from our expectations include, among
others:

the ability of our tenants to make payments under their respective leases, our reliance on certain major tenants
and our ability to re-lease properties that are currently vacant or that become vacant;

• 

our ability to obtain suitable tenants for our properties;• 
changes in real estate market conditions, economic conditions in the industrial sector and the market in which
our properties are located and general economic conditions;

• 

the inherent risks associated with owning real estate, including local real estate market conditions, governing
laws and regulations and illiquidity of real estate investments;

• 

our ability to sell properties at an attractive price;• 
our ability to repay debt financing obligations;• 
our ability to refinance amounts outstanding under our credit facilities at maturity on terms favorable to us;• 
the loss of any member of our management team;• 
our ability to comply with debt covenants;• 
our ability to integrate acquired properties and operations into existing operations;• 
continued availability of proceeds from issuances of our debt or equity securities;• 
the availability of other debt and equity financing alternatives;• 
market conditions affecting our debt and equity securities;• 
changes in interest rates under our current credit facility and under any additional variable rate debt
arrangements that we may enter into in the future;

• 

our ability to successfully implement our selective acquisition strategy;• 
our ability to maintain internal controls and procedures to ensure all transactions are accounted for properly,
all relevant disclosures and filings are timely made in accordance with all rules and regulations, and any
potential fraud or embezzlement is thwarted or detected;

• 

changes in federal or state tax rules or regulations that could have adverse tax consequences;• 
declines in the market value of our investment securities; and• 
our ability to qualify as a REIT for federal income tax purposes.• 
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You should not place undue reliance on these forward-looking statements, as events described or implied in such
statements may not occur. We undertake no obligation to update or revise any forward-looking statements as a result
of new information, future events or otherwise.
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ITEM 3. Quantitative and Qualitative Disclosures About Market Risk.

There have been no material changes to information required regarding quantitative and qualitative disclosures about
market risk from the end of the preceding year to March 31, 2013 (the date of this Quarterly Report on Form 10-Q).

ITEM 4. Controls and Procedures.

The Company’s President and Chief Executive Officer , the Company’s principal executive officer, and the Company’s
Chief Financial Officer, the Company’s principal financial officer, with the assistance of other members of the
Company’s management, evaluated the effectiveness of the Company’s disclosure controls and procedures as of the end
of the period covered by this Quarterly Report on Form 10-Q. Based on such evaluation, the Company’s President and
Chief Executive Officer and Chief Financial Officer have concluded that the Company’s disclosure controls and
procedures are effective as of the end of such period.

There has not been any change in the Company’s internal control over financial reporting during the quarter ended
March 31, 2013 that has materially affected, or is reasonably likely to materially affect, the Company’s internal control
over financial reporting.
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PART II:

OTHER INFORMATION

Item
1 Legal Proceedings. – None

Item
1A

Risk Factors.

There have been no material changes to information required regarding risk factors from the end of the preceding
year to the date of this Quarterly Report on Form 10-Q. In addition to the other information set forth in this
Quarterly Report on Form 10-Q, you should carefully consider the factors discussed in Part I, Item 1A – “Risk
Factors” in the Company’s Annual Report on Form 10-K for the fiscal year ended September 30, 2012, which
could materially affect the Company’s business, financial condition or future results. The risks described in the
Company’s Annual Report on Form 10-K for the fiscal year ended September 30, 2012 are not the only risks
facing the Company. Additional risks and uncertainties not currently known to the Company or that the
Company currently deems to be immaterial also may materially adversely affect the Company’s business,
financial condition and/or operating results.

Item
2 Unregistered Sales of Equity Securities and Use of Proceeds. – None

Item
3. Defaults Upon Senior Securities. – None

Item
4. Mine Safety Disclosures. – None

Item
5. Other Information. – None

Item
6. Exhibits

31.1 Certification of Michael P. Landy, President and Chief Executive Officer of the Company, pursuant to Rule
13a-14(a) of the Securities Exchange Act of 1934, as amended (Filed herewith).

31.2 Certification of Kevin S. Miller, Chief Financial Officer of the Company, pursuant to Rule 13a-14(a) of the
Securities Exchange Act of 1934, as amended (Filed herewith).

32
Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act
of 2002, signed by Michael P.  Landy, President and Chief Executive Officer, and Kevin S. Miller, Chief
Financial Officer (Furnished herewith).

101

The following materials from the Company’s Quarterly Report on Form 10-Q for the quarter ended March 31,
2013 formatted in XBRL (eXtensible Business Reporting Language): (i) the Consolidated Balance Sheets,
(ii) the Consolidated Statements of Operations, (iii) the Consolidated Statements of Comprehensive Income, (iv)
the Consolidated Statements of Cash Flows and (v) the Notes to Condensed Consolidated Financial Statements.

As provided in Rule 406T of Regulation S-T, this information is furnished and not filed for purposes of
Sections 11 and 12 of the Securities Act of 1933 and Section 18 of the Securities Exchange Act of 1934.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned thereunto duly authorized.

MONMOUTH REAL ESTATE

INVESTMENT CORPORATION

Date:May 7, 2013 By: /s/ Michael P. Landy
Michael P. Landy, President and Chief Executive Officer,
its principal executive officer

Date:May 7, 2013 By: /s/ Kevin S. Miller
Kevin S. Miller, Chief Financial Officer, its principal
financial officer and principal accounting officer
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