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PART I — FINANCIAL INFORMATION

Item 1. Financial Statements

SPIRIT REALTY CAPITAL, INC.

Condensed Consolidated Balance Sheets

(In Thousands, Except Share and Per Share Data)

Assets

Investments:

Real estate investments:

Land and improvements
Buildings and improvements
Total real estate investments
Less: accumulated depreciation

Loans receivable, net

Intangible lease assets, net

Real estate assets under direct financing leases, net
Real estate assets held for sale, net
Net investments

Cash and cash equivalents
Deferred costs and other assets, net
Goodwill

Total assets

Liabilities and stockholders’ equity
Liabilities:

Revolving credit facilities
Mortgages and notes payable, net
Convertible senior notes, net
Intangible lease liabilities, net

Accounts payable, accrued expenses and other liabilities

Total liabilities
Commitments and contingencies (see Note 8)
Stockholders’ equity:

Common stock, $0.01 par value; 399,039,782 shares issued; 398,566,183 outstanding
shares at September 30, 2014 and 370,570,565 shares issued; 370,363,803

outstanding shares at December 31, 2013
Capital in excess of par value
Accumulated deficit

Accumulated other comprehensive loss
Treasury stock, at cost

Total stockholders’ equity

Total liabilities and stockholders’ equity
See accompanying notes.

September 30, December 31,

2014
(Unaudited)

$2,503,857
4,447,082
6,950,939
(723,777
6,227,162
111,409
599,875
56,654
54,120
7,049,220
50,130
156,485
291,421
$7,547,256

$125,436
3,188,547
693,845
219,626
115,564
4,343,018

3,990

4,211,235
(1,005,434
(691

(4,862
3,204,238
$7,547,256

2013

$2,330,510
4,188,783
6,519,293
(590,067
5,929,226
117,721
618,121
58,760
19,611
6,743,439
66,588
129,597
291,421
$7,231,045

$35,120
3,743,098
220,114
114,679
4,113,011

3,706

3,859,823
(742,915
(638
(1,942
3,118,034
$7,231,045
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SPIRIT REALTY CAPITAL, INC.

Condensed Consolidated Statements of Operations

(In Thousands, Except Share and Per Share Data)
(Unaudited)

Revenues:

Rentals

Interest income on loans receivable

Earned income from direct financing leases
Tenant reimbursement income

Interest income and other

Total revenues

Expenses:

General and administrative

Finance restructuring costs

Merger costs

Property costs

Real estate acquisition costs

Interest

Depreciation and amortization
Impairments (recoveries)

Total expenses

Income (loss) from continuing operations before
other income (expense) and income tax expense
Other income (expense):

Gain (loss) on debt extinguishment

Total other income (expense)

Income (loss) from continuing operations before
income tax expense

Income tax expense

Income (loss) from continuing operations
Discontinued operations:

Income (loss) from discontinued operations
Gain on dispositions of assets

Income (loss) from discontinued operations
Income (loss) before dispositions of assets
Gain on dispositions of assets

Net income (loss)

Net income (loss) per share of common stock—basic

and diluted:

Continuing operations

Discontinued operations

Net income (loss) per share

Weighted average common shares outstanding:
Basic

Diluted

Three Months Ended
September 30,

2014 2013
$145,591 $131,526
1,805 1,796
837 708
3,308 2,316
754 501
152,295 136,847
11,995 9,946
(11 ) —

— 45,071
5,357 5,067
865 470
53,535 50,386
62,069 48,243
12,727 —
146,537 159,183
5,758 (22,336
212 —

212 —
5,970 (22,336
242 803
5,728 (23,139
288 (6

403 1,237
691 1,231
6,419 (21,908
1,251 —
$7,670 $(21,908
$0.02 $(0.07
$0.02 $(0.07

396,807,656 329,527,874
397,613,583 329,527,874

)

Nine Months Ended September

30,
2014

$426,212
5,463
2,521
9,548
4,312
448,056

33,496
13,022
17,215
2,372
163,926
184,586
42,061
456,678

(8,622

(64,496
(64,496

(73,118

586
(73,704

3,621
488
4,109
(69,595
1,683
$(67,912

$(0.19
0.01
$(0.18

382,525,614
382,525,614

)
)

)
)

2013

$271,352
4,037
708
2,316
1,816
280,229

26,064

56,629

6,334

688

126,376
104,882

(185 )
320,788

(40,559 )

(40,559 )

946
(41,505 )

(1,630 )
1,226

(404 )
(41,909 )

$(41,909 )

$(0.19 )

$(0.19 )

216,749,378
216,749,378
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Dividends declared per common share issued $0.16625 $0.16410 $0.49875 $0.49220
See accompanying notes.
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SPIRIT REALTY CAPITAL, INC.
Condensed Consolidated Statements of Comprehensive Income (Loss)

(In Thousands)
(Unaudited)
Three Months Ended Nine Months Ended
September 30, September 30,
2014 2013 2014 2013
Net income (loss) $7,670 $(21,908 ) $(67,912 ) $(41,909
Other comprehensive income (loss):
Change in net unrealized gains or (losses) on cash 237 (320 ) (1040 ) 149
flow hedges
Net cash flow hedge losses reclassified to operations333 120 987 331
Total comprehensive income (loss) $8,240 $(22,108 ) $(67,965 ) $(41,429

See accompanying notes.
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SPIRIT REALTY CAPITAL, INC.
Condensed Consolidated Statement of Stockholders’ Equity
(In Thousands, Except Share Data)

(Unaudited)
Common Stock Treasury Stock
Capital in Ace lated gflf umulated Total
Shares Par Valu€&xcess of u I.nu ate er Shares Value  Stockholders’
Deficit Comprehensive i
Par Value Equity
Loss
Balances, 370,570,565 $3,706 $3,859,823 $(742,915 ) $(638 ) (206,762) $(1,942) $3,118,034
December 31, 2013 T ’ T ’ ’ ’ T
Net loss — — — (67,912 ) — — — (67912 )
Other comprehensive
loss o o o T (53 ) — o (53 )
Dividends declared on . . (194,187 ) — o . (194,187 )

common stock
Repurchase of
common shares
Issuance of common

— — — — (266,837) (2,920 ) (2,920 )

28,024,320 280 287,174 — — — — 287,454
shares
Embedded conversion
premium of — — 55,131 — — — — 55,131
convertible notes
Exe;rase of stock 20,000 . 183 L o o . 183
options
Stock-based 424,897 4 8.924 (420 ) — — — 8,508

compensation, net
Balances, September
30, 2014

See accompanying notes.

399,039,782 $3,990 $4,211,235 $(1,005,434) $(691 ) (473,599) $(4,862) $3,204,238
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SPIRIT REALTY CAPITAL, INC.

Condensed Consolidated Statements of Cash Flows
(In Thousands)

(Unaudited)

Operating activities

Net loss

Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization

Impairments

Amortization of deferred financing costs

Amortization of interest rate hedge losses and derivative net settlements
Amortization of debt (premiums) discounts

Stock-based compensation expense

Loss (gain) on debt extinguishment

Debt extinguishment costs

Gains on dispositions of real estate and other assets, net

Non-cash revenue

Other

Changes in operating assets and liabilities:

Deferred costs and other assets

Accounts payable, accrued expenses and other liabilities

Net cash provided by operating activities

Investing activities

Acquisitions/investments in real estate

Collections of principal on loans receivable and real estate assets under direct financing
leases

Proceeds from dispositions of real estate and other assets

Cash acquired in connection with merger

Transfers of sale proceeds and loan principal collections (to) from restricted account
Net cash used in investing activities

Financing activities

Borrowings under lines of credit

Repayments under lines of credit

Repayment of line of credit previously belonging to Cole II
Borrowings under Convertible Notes and mortgages and notes payable
Repayments under mortgages and notes payable

Deferred financing costs

Proceeds from issuance of common stock, net of offering costs
Proceeds from exercise of stock options

Offering costs paid on equity component of convertible debt

Purchase of treasury stock

Consent fees paid to lenders

Dividends paid to stockholders

Transfers to escrow deposits with lenders

Net cash provided by (used in) financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents, beginning of period

Nine Months Ended
September 30,

2014 2013
$(67912 ) $(41,909

184,586 108,336

42,061 5,668
4,084 12,457
83 ) (101

(821 ) 5,588
8,503 6,901
64,496 (1,028
(59,069 ) —

2,171 ) (1,467
(12,877 ) (15,191
274 41

(3,111 ) (8,262
(3,248 ) (1,826
154,712 69,125

(546,373 ) (176,080

4,641 13,878
31,993 135,270
— 9,400

(20,240 ) 7,018
(529,979 ) (10,514

515,535 266,705
(425,219 ) (115,197
— (324,111
757,500 238,140
(562,104 ) (33,339
(20,011 ) (20,041
287,454 (518

183 —

(1,609 ) —

(2,920 ) (1,942
— (5,449
(189,510 ) (85,897
(490 ) (8,155

358,809 (89,804
(16,458 ) (31,193
66,588 73,568

P N N S N
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Cash and cash equivalents, end of period $50,130 $42,375
See accompanying notes.
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SPIRIT REALTY CAPITAL, INC.

Notes to Condensed Consolidated Financial Statements
September 30, 2014

(Unaudited)

Note 1. Organization

Company Organization and Operations

Spirit Realty Capital, Inc. (the "Company") is a Maryland corporation and operates as a self-administered and
self-managed REIT that seeks to generate and deliver sustainable and attractive returns for stockholders by investing
primarily in and managing a portfolio of single-tenant, operationally essential real estate throughout the United States
that is generally leased on a long-term, triple-net basis predominately to tenants engaged in retail, service and
distribution industries. Single tenant, operationally essential real estate generally refers to free-standing, commercial
real estate facilities where tenants conduct activities that are essential to the generation of their sales and profits.

On July 17, 2013, the Company merged with and into Cole Credit Property Trust II, Inc. ("Cole II"), a Maryland
Corporation, pursuant to the Merger Agreement between parties dated January 22, 2013 ("Merger").

The Company’s operations are carried out through its operating partnership, Spirit Realty, L.P. (the “Operating
Partnership”). Spirit General OP Holdings, LLC ("OP Holdings"), one of the Company’s wholly owned subsidiaries, is
the sole general partner and owns 1.0% of the Operating Partnership. The Company and a wholly-owned subsidiary
are the only limited partners and together own the remaining 99.0% of the Operating Partnership.

As of September 30, 2014, our undepreciated gross investment in real estate and loans totaled approximately $7.71
billion, representing investments in 2,408 properties, including properties securing our mortgage loans. Of this
amount, 98.6% consisted of our gross investment in real estate, representing ownership of 2,263 properties, and the
remaining 1.4% consisted of commercial mortgage loans receivable secured by the remaining 145 properties or other
related assets.

Recent Developments

Common Stock and Convertible Notes Offerings

On May 20, 2014, the Company completed a registered offering of 26,450,000 shares of the Company’s common
stock, par value $0.01 per share, pursuant to an underwriting agreement dated May 14, 2014 (the "Common Stock
Offering"). The shares sold in the offering included 3,450,000 shares sold to the underwriters pursuant to their 30-day
option to purchase additional shares, which was exercised in full on May 16, 2014.

Concurrent with the Common Stock Offering, on May 20, 2014, the Company registered offerings of $402.5 million
aggregate principal amount of 2.875% Convertible Senior Notes due 2019 (the “2019 Notes”) and $345.0 million
aggregate principal amount 3.75% Convertible Senior Notes due 2021 (the “2021 Notes” and, together with the 2019
Notes, the “Convertible Notes”), pursuant to an underwriting agreement dated May 14, 2014 ( the "Convertible Notes
Offering"). The Convertible Notes sold in the offering include $52.5 million of the 2019 Notes and $45.0 million of
the 2021 Notes sold to the underwriters pursuant to their 30-day option to purchase additional Convertible Notes,
which was exercised in full on May 16, 2014.

The resulting net proceeds to the Company from the Common Stock Offering and Convertible Notes Offering were
approximately $271.2 million and $726.2 million, respectively, after deducting the underwriting discount and other
transaction costs paid by the Company. Net proceeds raised from the concurrent public offerings were partially used
to extinguish senior mortgage notes payable with an aggregate principal balance of $509.8 million, redeem $18.0
million of net-lease mortgage notes which were not tendered in connection with the Exchange Offer (defined below),
repay all amounts drawn against the Credit Facility as of May 20, 2014 and to fund future acquisitions and for general

10
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SPIRIT REALTY CAPITAL, INC.

Notes to Condensed Consolidated Financial Statements - (continued)
September 30, 2014

(Unaudited)

Spirit Master Funding Notes Exchange Offer

On May 20, 2014 (the “Settlement Date”), the Company completed its offer to exchange (the "Exchange Offer") any and
all of certain net-lease mortgage notes, (the “Old Notes”) issued by indirectly-owned special purpose, bankruptcy remote
subsidiaries of the Company, for new notes under an amended trust indenture and property management agreement

(the “New Master Funding Notes” or "Master Funding Notes"). The Exchange Offer was subject to a minimum tender
condition of at least 98% of the outstanding principal of Old Notes. Of the $912.4 million of Old Notes outstanding on
the Settlement Date, $894.4 million or 98% elected to exchange their Old Notes for New Master Funding Notes and
$18.0 million of the Old Notes not tendered were redeemed.

The New Master Funding Notes will maintain generally similiar structural terms as the Old Notes. The New Master
Funding Notes bear interest at the same rate, amortize at a slower rate and have a 17 year extension of the legal final
payment date (although the anticipated repayment date remains the same). The New Master Funding Notes are not
insured by third party financial guaranty insurance as the Old Notes were, and the associated insurance premium was
eliminated. The New Master Funding Notes are secured by substantially all of the assets owned by the issuer entities.

Debt Defeasance

On June 5, 2014, two indirectly owned subsidiaries of the Company defeased the loans outstanding under a master
loan agreement. The original amount under the loan agreement was $545.7 million bearing interest at a fixed rate of
6.59% with a maturity date of June 5, 2016. On the defeasance date, the principal balance outstanding under the loan
agreement was approximately $488.7 million. Prior to the defeasance date, the obligations under the loan agreement
had been secured by 112 properties and rents therefrom leased to a significant tenant, which collateral had an
aggregate gross book value of approximately $917.7 million. The Company funded the defeasance using a portion of
the proceeds from the Convertible Notes Offering.

At the Market Common Stock Offering Program

On April 15, 2014, in connection with the commencement of a continuous equity offering, the Company filed with the
Securities and Exchange Commission ("SEC") a prospectus supplement under which the Company may sell up to an
aggregate of $350.0 million of shares of its common stock from time to time in “at the market” offerings (the “ATM
Program”). The Company may sell the shares in amounts and at times to be determined by the Company, but has no
obligation to sell any of the shares in the ATM Program. The ATM Program will operate pursuant to an equity
distribution agreement entered into by the Company and the Operating Partnership with a number of sales agents for
the offer and sale of the shares. During the second quarter of 2014, the Company sold 1,574,320 shares under the
program, raising net proceeds of approximately $16.3 million. No shares were sold under the ATM Program during
the third quarter of 2014.

Acquisitions and dispositions

During the nine months ended September 30, 2014, the Company purchased 241 properties, representing an aggregate
gross investment in real estate properties of $572.2 million, which includes $2.4 million in revenue producing follow
on investments in existing properties. During the same period, the Company sold 19 properties for $44.9 million in

gross sales proceeds. See Note 3 for additional discussion of the Company's investments.

9
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SPIRIT REALTY CAPITAL, INC.

Notes to Condensed Consolidated Financial Statements - (continued)
September 30, 2014

(Unaudited)

Note 2. Summary of Significant Accounting Policies

Basis of Accounting and Principles of Consolidation

The accompanying unaudited condensed consolidated financial statements of Spirit Realty Capital, Inc. and its
consolidated subsidiaries have been prepared pursuant to the rules and regulations of the SEC. In the opinion of
management, the unaudited condensed consolidated financial statements include the normal, recurring adjustments
necessary for a fair statement of the information required to be set forth therein. The results for interim periods are not
necessarily indicative of the results for the entire year. Certain information and note disclosures, normally included in
financial statements prepared in accordance with accounting principles generally accepted in the United States
(“GAAP”), have been condensed or omitted from these statements pursuant to SEC rules and regulations and,
accordingly, these financial statements should be read in conjunction with the Company’s audited consolidated
financial statements as filed with the SEC in its Annual Report on Form 10-K for the fiscal year ended December 31,
2013.

The unaudited condensed consolidated financial statements include the accounts of Spirit Realty Capital, Inc. and its
wholly owned subsidiaries. All significant intercompany balances and transactions have been eliminated in
consolidation.

The Company has formed numerous special purpose entities to acquire and hold real estate subject to mortgage notes
payable (see Note 5). As a result, the vast majority of the Company’s consolidated assets are held in these wholly
owned special purpose entities, and are subject to debt. Each special purpose entity is a separate legal entity, and is the
sole owner of its assets and responsible for its liabilities. The assets of these special purpose entities are not available
to pay, or otherwise satisfy obligations to, the creditors of any owner or affiliate of the special purpose entity. At
September 30, 2014 and December 31, 2013, assets totaling $5.5 billion and $6.1 billion, respectively, were held, and
liabilities totaling $3.3 billion and $3.8 billion, respectively, were owed by these special purpose entities and are
included in the accompanying condensed consolidated balance sheets.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make 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 period. Although management believes its estimates
are reasonable, actual results could differ from those estimates.

Reclassifications

Certain reclassifications have been made to prior period balances to conform to the current period presentation (see
Note 11).

Segment Reporting

Accounting Standards Codification Topic (“ASC”) 280, Segment Reporting, established standards for the manner in
which public enterprises report information about operating segments. The Company views its operations as one
segment, which consists of net leasing operations. The Company has no other reportable segments.

Real Estate Investments

Purchase Accounting and Acquisition of Real Estate - When acquiring a property for investment purposes, the
Company 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, the Company allocates the
purchase price of real estate to the tangible and intangible assets and liabilities acquired based on their estimated fair
values, and acquisition costs are expensed as incurred. In making estimates of fair values for this purpose, the
Company 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.

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

13
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agreements, in-place lease intangibles are valued based on the Company’s estimates of costs related to tenant
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SPIRIT REALTY CAPITAL, INC.

Notes to Condensed Consolidated Financial Statements - (continued)
September 30, 2014

(Unaudited)

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 the Company’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 the Company’s
condensed consolidated statements of operations.

Allowance for Doubtful Accounts

The Company reviews its rent and other tenant 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 where 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 direct write-off of the specific receivable will be made. The Company
provided for reserves for uncollectible amounts totaling $9.0 million and $7.9 million at September 30, 2014 and
December 31, 2013, respectively, against accounts receivable balances of $20.1 million and $17.6 million,
respectively; receivables are recorded within deferred costs and other assets, net in the accompanying condensed
consolidated balance sheets. For deferred rental revenues related to the straight-line method of reporting rental
revenue, the Company performs a periodic review of receivable balances and established a provision for losses of
$11.3 million and $9.6 million at September 30, 2014 and December 31, 2013, respectively, against deferred rental
revenue receivables of $45.9 million and $35.3 million, respectively. The Company's periodic review includes
management’s estimates of amounts that will not be realized and an assessment of the risks inherent in the portfolio,
giving consideration to historical experience and industry default rates for long-term receivables.

Loans Receivable

Impairment and Allowance for Loan Losses - The Company 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, in management’s judgment based on current information and events, it is probable
that the Company 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. There was
no allowance for loan losses at September 30, 2014 or December 31, 2013.

A loan is placed on nonaccrual status when the loan has become 60 days past due, or earlier if management
determines that full recovery of the contractually specified payments of principal and interest is doubtful. While on
nonaccrual status, interest income is recognized only when received. As of September 30, 2014 and December 31,
2013, there were no mortgages or notes on nonaccrual status.
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SPIRIT REALTY CAPITAL, INC.

Notes to Condensed Consolidated Financial Statements - (continued)
September 30, 2014

(Unaudited)

Restricted Cash and Escrow Deposits
Restricted cash and deposits in escrow, classified within deferred costs and other assets, net in the accompanying

condensed consolidated balance sheets consisted of the following at September 30, 2014 and December 31, 2013:
September 30, December 31,

2014 2013
Collateral deposits (1) $21,597 $21,816
Tenant improvements, repairs, and leasing commissions (2 13,176 10,297
Master trust release / title company escrow ) 21,350 21,893
Loan impounds ) 1,114 2,018
Other ® 1,400 2,667

$58,637 $58,691

(1) Funds held in reserve by lenders which, at their sole discretion, can be applied to the repayment of debt. Any funds
remaining on deposit after the debt is paid in full are released to the borrower. Included in this total is $8.2 million of
lender controlled restricted cash held on the four defaulted CMBS loans (see Note 5).

@ Deposits held by lenders that are reserved to fund tenant improvements/repairs on collateral properties or when
leasing commissions are incurred to secure a new tenant. Included in this total is $5.3 million in restricted cash held
on the four defaulted CMBS loans (see Note 5).

() Includes net sales proceeds from property dispositions held as collateral that can be released upon qualified
re-investment.

) Funds held in lender controlled accounts generally used to meet future debt service or certain property operating
expenses.

) Funds held in lender controlled accounts released within the following month after debt service requirements are
met. Included in this total is $0.2 million in restricted cash held on the four defaulted CMBS loans (see Note 5).

A significant amount of these reserves were established in connection with obtaining lender consents relating to our
initial public offering during 2012 and Merger during 2013.

Income Taxes
The Company has elected to be taxed as a REIT under the Internal Revenue Code of 1986, as amended. As a REIT,
the Company generally will not be subject to federal income tax provided it continues to satisfy certain tests
concerning the Company’s sources of income, the nature of its assets, the amounts distributed to its stockholders, and
the ownership of Company stock. Management believes the Company has qualified and will continue to qualify as a
REIT and therefore, no provision has been made for federal income taxes in the accompanying condensed
consolidated financial statements. Even if the Company qualifies for taxation as a REIT, it may be subject to state and
local income and franchise taxes, and to federal income tax and excise tax on its undistributed income.
Franchise taxes are included in general and administrative expenses on the accompanying condensed consolidated
statements of operations. Taxable income from non-REIT activities managed through the Company’s taxable REIT
subsidiary is subject to federal, state, and local taxes, which are not material.
New Accounting Pronouncements
From time to time, new accounting pronouncements are issued by the Financial Accounting Standards Board (“FASB”)
or the SEC that are adopted by the Company as of the specified effective date. Unless otherwise discussed, these new
accounting pronouncements entail technical corrections to existing guidance or affect guidance related to specialized
industries or entities and therefore will have minimal, if any, impact on the Company's financial position or results of
operations upon adoption.

16



Edgar Filing: Spirit Realty Capital, Inc. - Form 10-Q

In April 2014, the FASB issued Accounting Standards Update (ASU) 2014-08, Presentation of Financial Statements
(Topic 205) and Property, Plant, and Equipment (Topic 360), Reporting Discontinued Operations and Disclosures of
Disposals of Components of an Entity, which amends the requirements for reporting discontinued operations. Under
ASU 2014-08, a disposal of a component of an entity or a group of components of an entity is required to be reported
in discontinued operations if the disposal represents a strategic shift that has (or will have) a major effect on an entity's

12
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(Unaudited)

operations and financial results when the component or group of components meets the criteria to be classified as held
for sale or when the component or group of components is disposed of by sale or other than by sale. In addition, this
ASU requires additional disclosures about both discontinued operations and the disposal of an individually significant
component of an entity that does not qualify for discontinued operations presentation in the financial statements. The
Company has early adopted the provisions of ASU 2014-08 beginning with the period ended March 31, 2014, and has
applied the provisions prospectively.

In May 2014, the FASB issued ASU 2014-09, Revenue from Contracts with Customers: Topic 606. This new
guidance establishes a principles-based approach for accounting for revenue from contracts with customers. Lease
contracts covered by Topic 840, Leases, are excluded from the scope of this new guidance. This new standard is
effective for annual reporting periods beginning after December 15, 2016 and early adoption is not permitted. The
Company is currently evaluating the impact of this new standard on its financial statements.

In June 2014, the FASB issued ASU No. 2014-12, Compensation-Stock Compensation (Topic 718): Accounting for
Share-Based Payments When the Terms of an Award Provide That a Performance Target Could Be Achieved after the
Requisite Service Period. This standard requires that a performance target that affects vesting and that could be
achieved after the requisite service period be treated as a performance condition. ASU 2014-12 is effective for fiscal
years beginning after December 15, 2015. The Company does not anticipate this standard will have a material impact
on its financial statements upon adoption.

13
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Note 3. Investments

Real Estate Investments

At September 30, 2014 and December 31, 2013, the Company’s gross investment in real estate properties and loans,
including real estate assets held for sale, totaled approximately $7.71 billion and $7.24 billion, respectively. These
investments are comprised of 2,408 and 2,186, respectively, owned or financed properties that are geographically
dispersed throughout 49 states. Only one state, Texas, with a 12.9% investment, accounted for more than 10% of the
total dollar amount of the Company’s investment portfolio. At September 30, 2014 and December 31, 2013,
respectively, the Company’s gross investment portfolio was comprised of 2,263 and 2,041 owned properties. The
Company also held mortgage loans receivable secured by 145 properties with aggregate carrying amounts of $111.0
million and $117.3 million as of September 30, 2014 and December 31, 2013, respectively. Other unsecured loans
receivable with aggregate carrying amounts of $0.4 million were also held as of September 30, 2014 and

December 31, 2013.

During the nine months ended September 30, 2014, the Company had the following gross real estate and loan activity:

Numbe'r of Dollar
Properties
Amount of
Owned or Investments (1)
Financed
(In Thousands)
Balance, December 31, 2013 2,186 $7,235,732
Acquisitions/improvements 241 573,050
Dispositions of real estate® (Note 11) (19 ) (46,744 )
Principal payments and payoffs — 4,416 )
Impairments — (41,539 )
Write off of gross lease intangibles — (8,472 )
Loan premium amortization and other (2,121 )

Balance, September 30, 2014 2,408 $7,705,490
The dollar amount of investments includes the gross investment in land, buildings and lease intangibles, as

() adjusted for any impairment, related to properties owned and the carrying amount of loans receivable and real
estate assets held under direct financing leases.

2 The total accumulated depreciation and amortization associated with dispositions of real estate was $6.7 million

for the nine months ended September 30, 2014.

The properties that the Company owns are leased to tenants under long-term operating leases that typically include
one or more renewal options. The leases are generally triple-net, which provides that the lessee is responsible for the
payment of all property operating expenses, including property taxes, maintenance and repairs, and insurance costs;
therefore, the Company is generally not responsible for repairs or other capital expenditures related to its properties,
unless the property is not subject to a lease agreement. At September 30, 2014, 40 of the Company’s properties were
vacant, not subject to a lease and in the Company’s possession; seven of these properties were held for sale. At
December 31, 2013, 21 properties were vacant, not subject to a lease and in the Company’s possession; six of these
properties were held for sale.

Scheduled minimum future contractual rent to be received under the remaining non-cancelable term of operating
leases at September 30, 2014 (in thousands):

14
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Scheduled Future Rental Payments ggllaz‘ember 30,
Remainder of 2014 $143,982
2015 570,225

2016 553,461

2017 538,290

2018 523,022
Thereafter 3,820,618
Total future minimum rentals $6,149,598

Because lease renewal periods are exercisable at the option of the lessee, the preceding table presents future minimum
lease payments due during the initial lease term only. In addition, the future minimum rentals do not include any
contingent rentals based on a percentage of the lessees' gross sales or lease escalations based on future changes in the
consumer price index ("CPI").
Certain of the Company’s leases contain tenant purchase options. Most of these options are at or above fair market
value at the time the option is exercisable, and none of these purchase options represent bargain purchase options
under GAAP.
Loans Receivable
The following table details loans receivable, net of premium, as of September 30, 2014 and December 31, 2013 (in
thousands):

September 30, December 31,

2014 2013
Mortgage - principal $97,935 $102,315
Mortgage - premium 13,081 14,976
Mortgages, net 111,016 117,291
Other notes - principal 393 430
Total loans receivable, net $111,409 $117,721

Real Estate Assets Under Direct Financing Leases
The components of investment assets held under direct financing leases as of September 30, 2014 and December 31,
2013 were as follows (in thousands):

September 30, December 31,

2014 2013
Minimum lease payments receivable $16,809 $19,555
Estimated residual value of leased assets 55,858 57,739
Unearned income (16,013 ) (18,534 )
Total $56,654 $58,760
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Real Estate Assets Held for Sale

The following table shows the activity in real estate assets held for sale for the nine months ended September 30,

2014:

Balance, December 31, 2013
Transfers from real estate investments
Sales (Note 11)

Balance, September 30, 2014 @

@ Includes 15 properties with a net carrying amount of $44.6 million in which its operating results are reported in

continuing operations.

The following table is a reconciliation of the major classes of assets and liabilities from discontinued operations

Number of Carrying

Properties Value

(In Thousands)
11 $19,611
19 59,372
(10 ) (24,863 )
20 $54,120

included in real estate assets held for sale on the condensed consolidated balance sheets as of September 30, 2014 and

December 31, 2013 (in thousands):

Assets

Land and improvements

Buildings and improvements

Total real estate investments

Less: Accumulated depreciation

Intangible lease assets, net
Other

Total assets

Liabilities

Intangible lease liabilities, net
Total liabilities

Impairments

September 30, December 31,

2014 2013
$5,557 $10,003
6,009 14,178
11,566 24,181
(2,167 ) (4,819
460 697

86 —
$9,945 $20,059
$448 $448
$448 $448

The following table summarizes total impairment losses recognized for the three and nine months ended

September 30, 2014 and 2013 (in thousands):

Three Months Ended

September 30,

2014 2013
Real estate and intangible asset impairment $10,783 $1,963
Write-off of lease intangibles due to lease terminations 1,910 —
Loans receivable recovery — —
Other impairment 34 —
Tota} in.lpairmenF loss . . $12,727 $1,963
continuing and discontinued operations

16

Nine Months Ended
September 30,

2014 2013
$37,030 $5,547
4,509 488

— (367
522 —
$42,061 $5,668
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Note 4. Lease Intangibles, net
The following table 