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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
Plan Administrator and Trustee
IRET Properties 401 (k)
Minot, North Dakota

We have audited the accompanying statements of net assets available for benefits of IRET Properties 401(k) (the
"Plan") as of December 31, 2011 and 2010, and the related statement of changes in net assets available for benefits for
the year ended December 31, 2011. These financial statements are the responsibility of the Plan’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. The Plan is not required to have, nor were we
engaged to perform, an audit of its internal control over financial reporting. Our audits included consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Plan’s internal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement presentation. We
believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the net assets available
for benefits of the Plan as of December 31, 2011 and 2010, and the changes in net assets available for benefits for the
year ended December 31, 2011, in conformity with accounting principles generally accepted in the United States of
America.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements taken as a whole.
The supplemental schedule of delinquent participant contributions and schedule of assets (held at end of year), are
presented for the purpose of additional analysis and are not a required part of the basic financial statements, but are
supplementary information required by the Department of Labor’s Rules and Regulations for Reporting and Disclosure
under the Employee Retirement Income Security Act of 1974. The supplemental information is the responsibility of
the Plan’s management. The supplemental information has been subjected to the auditing procedures applied in the
audits of the basic financial statements and, in our opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

/s/ Lurie Besikof Lapidus & Company, LLP

Minneapolis, Minnesota
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IRET PROPERTIES 401(k)

STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS

December 31,

2011 2010
Assets:
Participant Directed Investments, at fair value $ 5,333,314 $ 4,470,592
Money Market Fund 196,753 203,652
5,530,067 4,674,244
Contributions Receivable:
Employer 477,337 289,620
Participant 14,660 15,679
Net assets available for benefits $ 6,022,064 $ 4,979,543

The accompanying notes are an integral part of these financial statements.
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IRET PROPERTIES 401(k)

STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS

Year Ended
December 31, 2011
Additions:

Investment income:

Dividends $ 243,437
Net realized and unrealized appreciation (depreciation) in fair value of investments:
Mutual funds (637,858)
Common stock 169,411
(225,010)
Contributions:
Employers 785,836
Participants 534,834
Participant rollovers 52,303
1,372,973
Total additions 1,147,963
Deductions:
Benefits paid to participants 105,442
Net increase in net assets available for benefits 1,042,521
Net assets available for benefits at beginning of year 4,979,543
Net assets available for benefits at end of year $ 6,022,064

The accompanying notes are an integral part of these financial statements.
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IRET PROPERTIES 401(k)

NOTES TO FINANCIAL STATEMENTS
1. Description of the Plan

The following description of the IRET Properties 401(k) (the “Plan”) provides only general information. Participants
should refer to the Summary Plan Description and plan document for a more complete description of the Plan’s
provisions.

General

The Plan was initially adopted on January 1, 1995 by IRET Properties, a North Dakota Limited Partnership, which is a
subsidiary of Investors Real Estate Trust, a North Dakota real estate investment trust (collectively, the “Company”), and
provides certain benefits to the employees of the Company. Effective February 1, 2010, the Plan was amended and
restated to, among other things, revise the eligibility requirements for participation in the Plan. The Plan is a defined
contribution plan, and is a prototype standardized profit-sharing plan. The Company is the Employer. The fiscal year

of the Plan is the calendar year. The Plan is subject to the provisions of the Employee Retirement Income Security Act
of 1974 (ERISA), as amended.

Eligibility

Effective February 1, 2010, employees may participate in the Plan if they are at least 21 years of age and have
completed six consecutive months with at least 160 hours of service each month with the Employer. Prior to February
1, 2010, employees were eligible to participate in the Plan upon hire if they were at least 21 years of age.

Deferred Savings Contributions

The Plan allows participants to make salary deferral contributions (pre-tax deferrals and/or Roth deferrals) to the Plan
in an amount not in excess of the annual maximum allowed by the Internal Revenue Code, from 1 percent to 100
percent (in 1 percent increments) of compensation. The deferrals contributed to the Plan by highly-compensated
employees will be compared with the deferrals of employees who are not highly compensated, and may be subject to
certain limits. The Plan also allows participants who are eligible to make pre-tax deferral contributions and will have
attained age 50 before the close of the Plan year to make catch-up elective deferrals.

Employer Matching Contributions

The Employer has elected to make a safe harbor matching contribution of 100% on participant deferrals, up to 4% of
participant compensation. This matching contribution is made in cash to the participant’s Plan account and is invested
as directed by the participant. This contribution is fully vested at all times and cannot be forfeited, even if the
participant terminates employment.

Profit Sharing Contributions

Profit sharing contributions are made based on the discretion of management of the Company. To qualify for a
profit-sharing contribution, a participant must satisfy certain eligibility requirements and must work at least one day
during the Plan Year. If a participant terminates employment before the end of the Plan Year, such participant will
not receive a profit-sharing contribution for that year unless the participant worked more than 500 hours of service
during the Plan Year. Profit-sharing contributions are allocated among all eligible Plan participants using a pro rata
formula based on eligible Plan participant compensation compared to all eligible participants’

compensation. Participants may choose to invest profit sharing contributions allocated to their individual accounts in
any or all of the available investment options. Profit sharing contributions were $456,496 for the year ended
December 31, 2011.
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IRET PROPERTIES 401(k)

NOTES TO FINANCIAL STATEMENTS

Rollover/Transfer Contributions

The Plan accepts direct rollover contributions of eligible rollover distributions (as defined in the Plan) from qualified
retirement plans and 403(b) plans, excluding nondeductible employee contributions, and from eligible 457(b) plans
maintained by a state governmental entity. The Plan accepts indirect rollover contributions of eligible rollover
distributions from qualified retirement plans, 403(b) plans and eligible 457(b) plans. The Plan accepts rollover
contributions of pre-tax amounts from traditional IRAs.

Participant Accounts

The Employer remits all authorized contributions made by the participants to the Trustee to be held in trust and
invested for the respective accounts of the participants, pursuant to the terms of a trust agreement included in the basic
Plan document, as amended. Individual accounts are maintained for each participant of the Plan. Each participant’s
account is credited with deferred savings contributions, employer matching contributions, profit sharing contributions,
rollover contributions and allocated investment earnings and losses.

Investment Options
An election is made by each participant to allocate contributions in one percent increments to any or all of the
currently available investment options.

Contributions to purchase common shares of beneficial interest of the Company are used by the Trustee to purchase
Investors Real Estate Trust common shares directly on the open market, or to purchase shares of authorized but
unissued common shares of beneficial interest directly from the Company if the Company chooses to issue new shares
(the Company to date has chosen to issue new shares). Contributions to purchase preferred shares of beneficial interest
of the Company are used by the Trustee to purchase Investors Real Estate Trust 8.25% Series A Cumulative
Redeemable Preferred Shares of Beneficial Interest, no par value, in the open market. Open market purchases may be
made at such prices as the Trustee may determine in its sole and absolute discretion.

Vesting

Participants are immediately vested in their accounts with respect to participant contributions, employer safe harbor
matching contributions, eligible rollovers/transfers, and earnings thereon. Generally, all of a participant’s years of
service with the Employer count toward determining the vested percentage; however, participants must work at least
1,000 hours during each Plan Year to earn a year of vesting service. Effective February 1, 2010, participants vest in
Company profit-sharing contributions and earnings thereon based upon the following schedule:

Vested
Years of Vesting Service Percentage
Less than One 0%
1 0%
2 20%
3 40%
4 60%
5 80%
6 100%

Prior to February 1, 2010, participants are 100% vested in Company profit-sharing contributions and earnings thereon.
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IRET PROPERTIES 401(k)

NOTES TO FINANCIAL STATEMENTS

Distributions and Withdrawals

Deferred savings contributions, employer matching contributions and transfer/rollover contributions shall become
payable to the participant or the participant’s beneficiary/beneficiaries, as applicable, upon death, retirement, disability,
or other termination of employment with the Employers. The distribution of such amounts will be in accordance with
the Plan, based on the method of payment elected by the participant or designated beneficiary/beneficiaries. Generally,
the Plan allows lump sum, partial payment and installment payment options for payout, if the vested account balance
is more than $1,000; however, if the vested account balance is less than $1,000 and the Employer is not instructed
what to do with the Plan balance, the participant must take the payout in the form of a lump sum. Penalties and
restrictions may apply to payouts taken from the Plan before a participant has reached the age of 59 1/2.

Distributions with respect to investment options other than Investors Real Estate Trust common shares of beneficial
interest are in the form of cash. Distributions with respect to Investors Real Estate Trust common shares of beneficial
interest are in the form of a Direct Registration System statement, except for distributions of fractional shares which
are in the form of cash. Any Investors Real Estate Trust common shares of beneficial interest included in a direct
transfer to an individual retirement account or other qualified plan will be electronically transferred to the individual
retirement account or to the qualified plan’s custodian.

A participant may make in-service withdrawals (hardship or age 59 1/2) under certain conditions. Distributions from a
participant’s Transfer/Rollover Account may be elected at any time.

Notes Receivable from Participants
The Plan does not permit participants to take loans from their account under the Plan.

Forfeited Accounts

Forfeited non-vested accounts may be applied, at the Employer’s discretion, to the payment of the Plan’s administrative
expenses and may also be used to reduce future employer profit sharing contributions to the Plan. There were forfeited
non-vested accounts totaling $3,677 and $0 for the Plan as of December 31, 2011 and 2010, respectively.

Plan Termination

Although it has not expressed any intent to do so, the Company has the right under the Plan to discontinue its
contributions, at any time, and to terminate the Plan subject to the provisions of ERISA. In the event of a Plan
termination, participants would become 100 percent vested in their employer contributions.

2. Summary of Significant Accounting Policies

Basis of Accounting
The financial statements of the Plan are maintained on an accrual basis.

Investment Valuation and Income Recognition

Investments are reported at fair value. Fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. See Note 5 for a discussion of
fair value measurements.
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Purchases and sales of securities are recorded on a trade-date basis. Interest income is recorded on the accrual basis.
Dividends are recorded on the ex-dividend date. Net appreciation includes the Plan's gains and losses on investments
bought and sold as well as held during the year.
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IRET PROPERTIES 401(k)

NOTES TO FINANCIAL STATEMENTS

Investment Contracts with Insurance Companies

Life insurance and annuity contracts have been purchased as directed by specific Plan participants. These allocated
contracts are excluded from the Plan’s statement of net assets available for benefits under the Employee Retirement
Income Security Act of 1974 (ERISA) guidelines as the purchase of the contract transfers the obligation to pay the
benefits and the related risks to the insurance companies.

Contributions
Employer and participant contributions are recorded by the Plan when received or determined to be receivable.
Participant contributions are deposited with the Plan by the Employers through payroll reductions.

Benefit Payments
Distributions to Plan participants are recorded when paid.

Administrative Expenses

Administrative expenses of the Plan related to Trustee, recordkeeping, legal and audit fees are paid by the

Company. Fees or commissions associated with each of the investment options other than Investors Real Estate Trust
common shares of beneficial interest are paid by participants as a deduction from the amount invested or an offset to
investment earnings.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and changes therein, and disclosure of contingent assets and liabilities. Actual results could differ from
those estimates.

Risks and Uncertainties

Investments, in general, are subject to various risks, including credit, interest and overall market volatility risks. Due
to the level of risk associated with certain investment securities, it is likely that changes in values of investment
securities will occur in the near term and that such changes could materially affect participants' account balances and
the amounts reported in the statements of net assets available for benefits.

New Accounting Standard

In January 2010, the Financial Accounting Standards Board (FASB) issued guidance related to improving disclosures
about fair value measurements. The guidance requires separate disclosures of the amounts of transfers in and out of
Level 1 and Level 2 fair value measurements and a description of the reason for such transfers. In the reconciliation
for Level 3 fair value measurements using significant unobservable inputs, information about purchases, sales,
issuances and settlements shall be presented separately. These disclosures were effective for the Plan on January 1,
2010, except for the disclosures related to the purchases, sales, issuances and settlements in the roll forward activity of
Level 3 fair value measurements, which were effective on January 1, 2011. The guidance requires additional
disclosures but does not impact the Plan’s net assets available for benefits.
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IRET PROPERTIES 401(k)

NOTES TO FINANCIAL STATEMENTS
3. Investments

The following presents investments that represent 5 percent or more of the Plan’s net assets available for benefits at
December 31:

2011 2010
Investors Real Estate Trust Common Stock $1,907,051 $1,737,640
Federated Max Cap Index Fund #39 362,009 304,607
Dodge & Cox Balanced Fund 359,871 308,032
ING Corporate Leaders Trust Series B 331,590 *
Janus Twenty Fund D * 277,661
Federated Equity Fds Kaufmann CI A * 263,577

*Less than 5% of the Plan’s net assets available for benefits

4, Money Market Fund

Money Market Fund represents funds temporarily invested in the First Western Bank Collective Asset Fund pending
allocation to participant accounts and to provide liquidity for fund reallocations and distributions.

5. Fair Value Measurements

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability (an exit price) in
an orderly transaction between market participants at the measurement date. The FASB Accounting Standards
Codification (ASC) establishes a hierarchy for grouping assets and liabilities, based on the significance of inputs. The
asset’s or liability’s fair value measurement level within the fair value hierarchy is based on the lowest level of any
input that is significant to the fair value measurement. Valuation techniques used need to maximize the use of
observable inputs and minimize the use of unobservable inputs. There are three levels of inputs that may be used to
measure fair value:

e Level 1 — quoted prices in active markets for identical assets or liabilities;

e Level 2 — inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices in active
markets for similar assets or liabilities, quotes prices for identical or similar assets or liabilities in markets that are
not active, or other inputs that are observable or can be corroborated by observable market data for substantially the
full term of these assets or liabilities; or

e Level 3 —unobservable inputs that are supported by little or no market activity and that are significant to the fair
value of the assets or liabilities.

Following is a description of the valuation methodologies used for assets measured at fair value. There have been no
changes in the methodologies used at December 31, 2011.

Common stock: Valued at the closing price reported on the active market on which the individual securities are traded.
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Mutual funds: Valued at the net asset value of shares held by the Plan at year end, based on published market
quotations on active markets.

Certificates of deposit: Valued at cost plus accrued interest, which approximates fair value.
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IRET PROPERTIES 401(k)

NOTES TO FINANCIAL STATEMENTS

The methods described above may produce a fair value calculation that may not be indicative of net realizable value
or reflective of future fair values. Furthermore, while the valuation methods are considered appropriate and consistent
with other market participants, the use of different methodologies or assumptions to determine the fair value of certain
financial instruments could result in a different fair value measurement at the reporting date.

The Plan’s assets measured at fair value are as follows:

2011 Level 1 Level 2 Level 3 Balance
Assets:

Common Stock $1,907,051 $- $- $1,907,051
Mutual Funds:

Equity funds 2,946,356 - - 2,946,356
Fixed income funds 443,470 - - 443,470
Certificates of Deposit - 36,437 - 36,437
Total assets measured at fair value $5,296,877 $36,437 $- $5,333,314
2010 Level 1 Level 2 Level 3 Balance
Assets:

Common Stock $1,737,640 $- $- $1,737,640
Mutual Funds:

Equity funds 2,374,076 - - 2,374,076
Fixed income funds 322,987 - - 322,987
Certificates of Deposit - 35,889 - 35,889
Total assets measured at fair value $4,434,703 $35,889 $- $4,470,592
6. Federal Income Taxes

The Plan is a standardized prototype plan. The Company is permitted to rely on the opinion letter issued by the
Internal Revenue Service to First Western Bank & Trust, the sponsor of the prototype plan upon which the Plan is
based, as to the Plan’s compliance, in form, with the qualification requirements of Section 401 of the Internal Revenue
Code. The Internal Revenue Service has determined and informed the Trustee, by a letter dated March 31, 2008, that
the Plan and related trust are acceptable under section 401 of the Internal Revenue Code for qualification as exempt
from federal income taxes in accordance with applicable sections of the Code. The IRS based its determination on the
application the Plan submitted on January 31, 2006. Although the Plan has been amended since submitting the
determination letter application, the Company believes that the Plan is designed and is currently being operated in
compliance with the applicable requirements of the Code. The Plan will take all necessary steps to maintain its
qualified tax status.

Accounting principles generally accepted in the United States of America require Plan management to evaluate tax
positions taken by the Plan and recognize a tax liability (or asset) if the organization has taken an uncertain position
that more likely than not would not be sustained upon examination by the Internal Revenue Service (IRS). The Plan
Administrator has analyzed the tax positions taken by the Plan and has concluded that as of December 31, 2011 there
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are no uncertain positions taken or expected to be taken that would require recognition of a liability (or asset) or
disclosure in the financial statements. The Plan is subject to routine audits by taxing jurisdictions, however, there are
currently no audits for any tax periods in progress. The Plan Administrator believes the Plan is no longer subject to
income tax examinations for years prior to 2008.
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IRET PROPERTIES 401(k)

NOTES TO FINANCIAL STATEMENTS
7. Related-Party Transactions

Certain Plan investments are shares of a money market fund and certificates of deposit managed by First Western
Bank & Trust. First Western Bank & Trust is the custodian and trustee as defined by the Plan, and therefore these
arrangements qualify as exempt party-in-interest transactions.

8. Prohibited Transactions

The Plan Sponsor failed to remit to the Plan’s trustee 2010 and 2009 employee contributions totaling approximately
$273,217 and $142,031, respectively, within the period prescribed by Department of Labor regulations. In June 2011,
the Plan Sponsor deposited $665 to compensate the Plan for lost investment earnings. Approximately $172,987 of the
2011 employee contributions were not remitted within the period prescribed by Department of Labor regulations. The
Plan Sponsor deposited $227 in May 2012 to compensate the Plan for lost investment earnings.
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IRET PROPERTIES 401(k)

SCHEDULE H, LINE 4a - SCHEDULE OF DELINQUENT PARTICIPANT CONTRIBUTIONS
EMPLOYER IDENTIFICATION NUMBER (91-1764859) - PLAN NUMBER (002)
Year Ended December 31, 2011

Participant
Contributions Total that Constitute Nonexempt Prohibited Total Fully Corrected Under VFCP and
Transferred Late to Plan Transactions PTE 2002-51
Contributions
Check here if Late Contributions Pending
Participant Loan Contributions Corrected Correction
Repayments Not Outside in
are included: Corrected VECP VECP
$ 172,987 $ - $ 172,987 $ - $ =

The Plan Sponsor failed to remit to the Plan’s trustee 2010 and 2009 employee contributions totaling approximately
$273,217 and $142,031, respectively, within the period prescribed by Department of Labor regulations. In June 2011,
the Plan Sponsor deposited $665 to compensate the Plan for lost investment earnings.

Approximately $172,987 of the 2011 employee contributions were not remitted within the period prescribed by
Department of Labor regulations. The Plan Sponsor deposited $227 in May 2012 to compensate the Plan for lost
investment earnings.
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IRET PROPERTIES 401(k)

SCHEDULE H, LINE 4i - SCHEDULE OF ASSETS (HELD AT END OF YEAR)
EMPLOYER IDENTIFICATION NUMBER (91-1764859) - PLAN NUMBER (002)
December 31, 2011

(©)
Description of investment
(b) including maturity date, rate of (e)
Identity of issue, borrower, lessor, or interest, collateral, par, or (d) Current
similar party maturity value Cost** Value

Common Shares of Beneficial

Investors Real Estate Trust Interest $ 1,907,051
Allianz RCM Technology D Mutual Fund 195,523
Dodge & Cox Balanced Mutual Fund 359,871
Federated Bond Mutual Fund 85,264
Federated GNMA Instl Mutual Fund 42,536
Federated Income Instl Mutual Fund 51,944
Federated Equity Fds Kaufmann CI A Mutual Fund 288,631
Federated Max Cap Index Fund #39 Mutual Fund 362,009
Federated Mid Cap Index Instl Svc Mutual Fund 174,303
Federated Mortgage Instl Mutual Fund 42,491
ING Corporate Leaders Trust Series B Mutual Fund 331,590
James Small Cap Mutual Fund 154,157
Janus Twenty Mutual Fund 292,323
Legg Mason Instl Mutual Fund 26,120
Oakmark I Mutual Fund 85,747
Oppenheimer Main Street A Mutual Fund 72,336
Vanguard Explore Inv Mutual Fund 161,482
Vanguard Health Care Inv Mutual Fund 267,729
Vanguard Life Strategy Mutual Fund 174,535
Vanguard High-Yield Corporate Inv Mutual Fund 118,010
Vanguard Long-Term

Investment-Grade Inv Mutual Fund 103,225
First Western Bank & Trust CD Certificates of Deposit 36,437

Interest at .75% - 2.25%
Maturing through November
2015

First Western Bank Collective Asset
Fund Money Market Fund 196,753

$ 5,530,067
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**Participant directed
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SIGNATURE

The Plan. Pursuant to the requirements of the Securities Exchange Act of 1934, the Plan Administrator has duly
caused this annual report to be signed on its behalf by the undersigned hereunto duly authorized.

IRET PROPERTIES 401(k)

Date: June 28, 2012 Investors Real Estate Trust

/s/ Timothy Mihalick

Timothy Mihalick

President and Chief Executive Officer
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