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Part I - Financial Information
Item 1. Consolidated Financial Statements

INLAND REAL ESTATE CORPORATION
(a Maryland corporation)

Consolidated Balance Sheets

September 30, 2003 and December 31, 2002

Assets

September 30, 2003
(unaudited)

December 31, 2002

Investment properties:

Land

342,091,150
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335,485,705

Building and improvements

908.210,503

875.898.829

1,250,301,653

1,211,384,534

Less accumulated depreciation

138.679.193

117.939.233
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Net investment properties

1,111,622,460

1,093,445,301

Cash and cash equivalents

27,606,173
21,433,995
Investment in securities (net of an unrealized gain of $1,480,060 and
$1,151,182 at September 30, 2003 and December 31, 2002,
respectively)
12,057,752
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Investment in marketable securities

Assets held for sale (net of accumulated depreciation of
$4,519,273)

Restricted cash

Accounts and rents receivable (net of provision for doubtful accounts
of $2,920,832 and $2,678,945 at September 30, 2003 and
December 31, 2002, respectively)

Mortgage receivable (net of investment in LLC of ($602,146) and
$74,723 at September 30, 2003 and December 31, 2002,
respectively)

12,578,575

64,340

63,073

24,333,454

9,075,546

10,398,430

31,286,093

30,795,862
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Deposits and other assets

Acquired above market lease intangibles (net of accumulated
amortization of $733,098 and $181,744 at September 30, 2003 and
December 31, 2002, respectively)

Acquired in place lease intangibles (net of accumulated amortization
of $462,474 and $79,294 at September 30, 2003 and December 31,
2002, respectively)

Leasing fees (net of accumulated amortization of $1,216,095 and
$839,177 at September 30, 2003 and December 31, 2002,
respectively)

8,171,492

6,716,013

1,797,304

656,756

5,588,275

5,726,993

8,769,861

1,958,320

10
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1,874,951
1,519,353
Loan fees (net of accumulated amortization of $4,472,825 and
$3,360,671 at September 30, 2003 and December 31, 2002,
respectively)
4.682.716
4.738.340
Total assets
$

1,246,930,417

1,190,031,011

11
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See accompanying notes to consolidated financial statements.

INLAND REAL ESTATE CORPORATION
(a Maryland corporation)

Consolidated Balance Sheets
(continued)

September 30, 2003 and December 31, 2002

Liabilities and Stockholders' Equity

September 30, 2003
(unaudited)

December 31, 2002

Liabilities:

Accounts payable and accrued expenses

Acquired below market lease intangibles (net of accumulated
amortization of $1,113,397 and $247,611 at September 30, 2003

2,216,201

1,801,279

12
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and December 31, 2002, respectively)

7,305,531

6,771,727

Accrued interest

2,166,578

1,856,638

Accrued real estate taxes

21,647,540

24,405,734

Distributions payable

5,196,906

5,310,303

Security and other deposits

2,537,701

13
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2,991,480
Mortgages payable

588,196,586

582,282,367

Line of credit

125,000,000

80,000,000

Prepaid rents and unearned income

3,160,976

2,356,484

Liabilities associated with assets held for sale

14,028,353

Other liabilities

14
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2.372.728

3.048.898

Total liabilities

773.829.100

710.824.910

Minority interest

21.409.070

22.456.919

15
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Redeemable common stock relating to Put Agreement

35.000.000

Stockholders' Equity:

Preferred stock, $.01 par value, 6,000,000 Shares authorized; none
issued and outstanding at September 30, 2003 and December 31,
2002

16
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Common stock, $.01 par value, 100,000,000 Shares authorized;
65,278,171 and 64,460,139 Shares issued and outstanding at
September 30, 2003 and December 31, 2002, respectively

Additional paid-in capital (net of offering costs of $58,816,092)

Deferred stock compensation

Accumulated distributions in excess of net income

613,456

644,601

588,723,657

614,459,497

(48,000)

(60,000)

(174,076,926)

(159,446,098)

17
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Accumulated other comprehensive income

1.480.060

1.151.182

Total stockholders' equity

416.692.247

456.749.182

Commitments and contingencies

18
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Total liabilities and stockholders' equity

1,246,930,417

1,190,031,011

See accompanying notes to consolidated financial statements.

INLAND REAL ESTATE CORPORATION
(a Maryland corporation)

Consolidated Statements of Operations

For the three and nine months ended September 30, 2003 and 2002
(unaudited)

19
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Three months ended
Sept 30, 2003

Three months ended
Sept 30. 2002

Nine months ended

Sept 30. 2003

Nine months ended

Sept 30, 2002

Income:

Rental income

31,757,306

27,453,753

20
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Additional rental income

Lease termination income

Interest income

93,857,717

78,050,605

10,626,878

9,456,312

35,013,630

29,775,677

369,819

618,981

65,280

21
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Dividend income

Other income

282,228

293,660

1,165,519

274,338

371,764

825,025

960,079

22



Edgar Filing: INLAND REAL ESTATE CORP - Form 10-Q

42,873,751

37,733,237

130,743,508

110,927,920

Expenses:

23
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Professional services

General and administrative expenses

Bad debt expense

95,239

70,194

349,770

303,100

1,379,100

1,028,073

3,912,357

3,183,485

184,348

1,329,544

1,401,721

24
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Property operating expenses

Interest expense

Depreciation

2,025,630

11,672,556

9,679,742

39,086,687

32,490,770

10,026,989

8,737,842

29,550,658

24,236,039

8,638,406

7,152,147

25
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25,069,395

20,457,417

Amortization

393,642

100,204

889,425

337,831

Acquisition cost expenses

26
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32.390.280

28.133.278

100,283,245

83.069.824

Income from operations

27
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10,483,471

9,599,959

30,460,263

27,858,096

Minority interest

(34,027)

(249,441)

(391,870)

(695,381)

Income (loss) from operations of unconsolidated ventures

(56.403)

(91.393)

(188.044)
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Income before discontinued operations

10,393,041

9,259,125

29,880,349

27,202,946

29
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Discontinued operations

Income from discontinued operations (including gain on sale
of investment properties of $220,335 for the three
months ended September 30, 2002, and $2,529 and
$1,582,421 for the nine months ended September
30, 2003 and 2002, respectively)

1.136.713

2.545.544

30
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Net income

Other comprehensive income:

$

10,931,040

9,791,804

31,017,062

29,748,490

31
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Unrealized gain (loss) on investment securities

(63.892)

595.342

32
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Comprehensive income

10,867,148

9,196,462

31,345,940

29,887,233

See accompanying notes to consolidated financial statements.

INLAND REAL ESTATE CORPORATION
(a Maryland corporation)

Consolidated Statements of Operations
(continued)

For the three and nine months ended September 30, 2003 and 2002
(unaudited)

33
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Three months ended
Sept 30, 2003

Three months ended
Sept 30. 2002

Nine months ended
Sept 30, 2003

Nine months ended
Sept 30. 2002

Income before discontinued operations per common share,
basic and diluted

.16

.14

34
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46

43

Income from discontinued operations per common share, basic
and diluted

.01

.01

.02

.04

35
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Net income per common share, basic and diluted

17

15

48

47

Weighted average common shares outstanding, basic

36
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Weighted average common shares outstanding, diluted

65,195,530

63,736,497

64,919,871

63,739,999

65,200,984

63,741,951

64,925,324

63,745,453

37
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See accompanying notes to consolidated financial statements.

INLAND REAL ESTATE CORPORATION
(a Maryland corporation)

Consolidated Statement of Stockholders' Equity

For the nine months ended September 30, 2003
(unaudited)

38
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Number of Shares

Common Stock

Additional Paid-in Capital

Deferred Stock Compensation

Accumulated Distributions in Excess of Net Income

Accumulated Other Comprehensive Income

39
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Balance January 1, 2003

64,460,139

644,601

614,459,497

(60,000)

(159,446,098)

1,151,182

456,749,182

40
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Net income

31,017,062

31,017,062

41
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Other comprehensive income

328,878

328,878

42
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Distributions declared ($.70 for the nine
months ended September 30, 2003 per
common share outstanding)

(45,647,890)

(45,647,890)

43
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Proceeds from DRP

1,599,553

15,996

16,699,388

16,715,384

44
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Stock compensation

12,000

12,000

45
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Reclassification of redeemable common
stock relating to Put Agreement

(39,326)

(34,960,674)

(35,000,000)

46
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Repurchase of shares

(781.521)

(7.815)

(7.474.554)

(7.482.369)

47
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Balance September 30, 2003

65,278,171

613,456

588,723,657

(48,000)

(174,076,926)

1,480,060

416,692,247

48
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See accompanying notes to consolidated financial statements.

INLAND REAL ESTATE CORPORATION
(a Maryland corporation)

Consolidated Statements of Cash Flows

For the nine months ended September 30, 2003 and 2002
(unaudited)

Nine months ended
Sept 30, 2003

Nine months ended
Sept 30, 2002

Cash flows from operating activities:

Net income

Adjustments to reconcile net income to net cash provided by operating activities:

31,017,062

29,748,490

49
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Depreciation
25,069,395
20,457,417

Amortization
889,425
337,831

Depreciation and amortization related to discontinued operations
402,616
688,844
Amortization of deferred stock compensation

12,000

50
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Amortization on acquired above market leases

Amortization on acquired below market leases

Gain on sale of investment properties

Minority interest

Loss from operations of unconsolidated ventures

551,354

(865,786)

(2,529)

(1,582,421)

391,870

695,381

51
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Rental income under master lease agreements

Straight line rental income

Provision for doubtful accounts, net

Interest on unamortized loan fees

Changes in assets and liabilities:

676,869

140,393

234,592

13,412

(1,030,642)

(1,381,902)

393,445

917,986

1,145,651

863,611

52
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Restricted cash

Accounts and rents receivable

Other assets

Accounts payable and accrued expenses

538,396

(1,295,257)

(1,064,676)

(686,573)

(1,140,548)

(549,870)

110,450

53
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Accrued interest payable

Accrued real estate taxes

Security and other deposits

Other liabilities

Prepaid rents and unearned income

286,505

381,133

26,736

(2,541,902)

3,113,058

(420,096)

(201,466)

1,734

937

54
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(776.069)

Net cash provided by operating activities

55.559.983

50.817.043

55
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See accompanying notes to consolidated financial statements.

INLAND REAL ESTATE CORPORATION
(a Maryland corporation)

Consolidated Statements of Cash Flows
(continued)

For the nine months ended September 30, 2003 and 2002
(unaudited)

Nine months ended
Sept 30, 2003

Nine months ended
Sept 30, 2002

Cash flows from investing activities:

Restricted cash

784,487

(138,224)

56
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Escrows held for others

Sale of investment securities

Purchase of marketable securities

Additions to investment properties, net of accounts payable

(677,904)

171,539

849,701

(1,267)

906,168

(11,035,431)

(5,180,255)

57
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Purchase of investment properties

(62,321,063)

(78,000,546)
Proceeds from sale of investment properties
494,237
8,211,791
Purchase of minority interest units
(1,500,000)
Mortgage receivable
(2,132,348)
14,824,809

58
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Leasing fees

(734.563)

(526.089)

Net cash used in investing activities

74.774.151

(61.230.807)

59



