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Property/Location

Properties Held for Investment
Apartments

Anderson Estates, Oxford, v

Blue Lake Villas Il, Waxahachie, T
Blue Lake Villas, Waxahachie, T
Breakwater Bay, Beaumont, T
Bridges On Kinsey, Tyler, T.
Bridgestone, Friendswood, T
Bridgewood Ranch, Kaufman, T
Capitol Hill, Little Rock, AR
Chateau Bayou, Ocean Springs,
Chateau, Bellevue, N

Curtis Moore/Leflore, Greenwood, M
Dakota Arms, Lubbock, T’

David Jordan Phase 2, Greenwood,
David Jordan Phase 3, Greenwood,
Denham Springs, Livingston Parish,
Desoto Ranch, Desoto, T

Desoto Ridge, Desoto, T

Dorado Ranch, Odessa, 1

Falcon Lakes, Arlington, T:
Foxwoods Apartments, Memphis, 1
Heather Creek, Mesquite, T
Kingsland Ranch, Houston, T
Portafino, Farmers Branch, T
Laguna Vista, Farmers Branch, ~
Lake Forest, Houston, T

AMERICAN REALTY INVESTORS, INC.

REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2008

Cost Capitalizec
Gross Amounts of
Subsequentto  Which Carried at
Initial Cost Acquisition End of Year

Building & Building &

Encumbrances Land Improvements Improvements Land Improvements Total

Accumulated

Depreciation

Date of
Construction

SCHEDULE 11l

Life on
Which
Depreciation

In Latest
Statement o

Operation is
Date
Acquired Computed

(dollars in thousands)

951 37¢ 2,68:% 31z 691 2,68: 3,374
3,99C 287 4,45] — 287 4,451 4,73t
10,42¢ 43¢ 9,751 201 43¢ 9,95z 10,39:
9,517 74C 10,43t — 74C 10,43¢ 11,17¢
14,07C 862 15,93t 64 862 15,99¢ 16,86:
1,90¢ 16¢ 1,75¢ 158 16¢ 1,914 2,08:
5,051 762 6,85¢€ — 762 6,85€ 7,61¢
9,14% 1,86( 7,94¢ — 1,86( 7,948 9,80¢
3,50¢ 591 2,36¢ — 591 2,364 2,95¢
2,99¢  13C 1,48: 39C 13C 1,87¢ 2,00t
1,701 18¢€ 5,73¢% 70z 847 5774/ 6,621
12,22¢ 921 12,64 168 921 12,81 13,73¢

627 51 1,521 22t 27¢ 1,521 1,79i

664 83 2,11¢ 35€ 43¢ 2,115 2,554

89z 1,35 — 33z 1,35¢ 33z 1,68
15,827 1,34¢ 16,78 —  1,34¢ 16,78 18,13:
14,99¢ 1,69: 15,91t 9 1,69¢ 15,92¢ 17,61%
14,49 761 — 16,32( 761 16,32( 17,08:
13,26% 1,31¢ 14,03¢ 282 1,31¢ 14,32 15,64(
5,22¢  69¢ 2,28 — 69¢ 2,28z 2,981
11,66% 1,32¢ 12,01t — 1,32¢ 12,01f 13,34
22,027 2,011 22,93t — 2,011 22,93t 24,94¢
20,82¢ 1,72¢ 22,94¢ 13 1,72¢ 22,96, 24,69(
17,44¢ 28¢ 20,74 497 37C 21,15¢ 21,52¢
12,457 33t 12,267 1,43t 33t 13,70z 14,03)

19€
122
1,567
1,01¢€
1,591
1,527
177
89t
64C
1,51¢
543
1,231
14¢€
154

2,16¢
12¢

2,47¢
2,98(
1,201
2,27¢

10C

994
1,142

2001
200¢
200z
200:
200t
197¢

200:
197:
196¢
200z
200¢
199¢
200:

200z
200¢
2,00¢
2001
197¢
200¢
200¢
200¢
200¢
200t

01/0€ 40 year
01/0¢ 40 year
01/0Z 40 year
05/0:2 40 year
02/0< 40 year
06/8z 18-40 year
04/0¢ 5-40 year
03/0:2 40 year
03/0z 40 year
02/81 7-40 year
01/0€ 40 year
01/0¢ 40 year
01/0€ 40 year
01/0€ 40 year
07/07 40 year
05/0z 40 year
01/0< 40 year
07/07 40 year
10/01 40 year
08/7¢ 5-40 year
03/0:2 40 year
03/0:2 40 year
09/0€ 40 year
12/0¢ 40 year
01/0< 40 year
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Lakeview @ Pecan Creek, 1

Legends Of El Paso, El Paso,

Longfellow Arms, TX

Mansion of Mansfield, Mansfield,
TX

Mariposa Villas, Dallas, T’

Mason Park Apts, Houston, T

Mission Oaks, San Antonio, T

Monticello Estates, Monticello, A

Paramount Terrace, Amarillo, T

Parc @ Rogers, Rogers, #

Parc At Maumelle, Maumelle, A

Parc At Metro Center Apartments
Nashville, TN

Park @ Clarksville, T}

Pecan Pointe, Temple, T

Quail Hollow @ The Lakes Apt

Quail Oaks, Balch Springs, T

River Oaks, Wiley, Tx

Riverwalk Phase 1, Greenville, N

Riverwalk Phase 2, Greenville, N

Savoy Of Garland Apt

Sherman Northside of Travis, T

Spy Glass, Mansfield, T.

Stonebridge @ City Park, Houston,

™
Tavel Circle, Dallas, T
Treehouse, Irving, T2

AMERICAN REALTY INVESTORS, INC.

REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2008

Cost
Capitalized
Subsequent tc

Gross Amounts of
Which Carried at

SCHEDULE llI
(Continued)

Life on
Which
Depreciation

Initial Cost Acquisition End of Year
In Latest
Statement o
Accumulated Operation is
Building & Building & Date of Date
Encumbrances Land Improvements Improvements Land Improvements Total Depreciation Construction Acquired Computed
(dollars in thousands )
14,30¢ 88t 15,86( — 88t 15,86( 16,74t 132 — 10/0& 40 year
15,75¢ 1,31¢ 17,21t 697 1,31¢ 17,917 19,23( 592 — 07/0% 40 year
14,50¢ 1,35 14,957 — 1,352 14,957 16,30¢ 15€ — 12/0€ 40 year
15,53C 977 — 15,89 977 15,89 16,87( — — 09/0¢ 40 year
12,000 721 12,82t — 721 12,82¢ 13,54¢ 1,107 200z 01/0z 40 year
20,03¢ 2,12¢ 21,28( —  2,12¢ 21,28( 23,40¢ 45 — 08/0€ 40 year
15,36 1,26¢ 16,62" 122 1,26¢ 16,74¢ 18,01t 64€ — 05/0¢ 40 year
52¢ 36 1,49¢ 264 28t 1,50¢ 1,79% 11€ 200z 01/0€ 40 year
2,99C 31z 2,80t — 31z 2,80t 3,117 80C 198: 05/0C 40 year
20,55( 1,48: 22,98 26€ 1,74¢ 22,98. 24,72¢ 197 — 04/04 40 year
16,51° 1,04¢ 17,74« 797 1,04¢ 18,54. 19,58¢ 761 — 12/0¢ 40 year
9,77C  96C 11,41¢ 48€  96C 11,90 12,86: 417 — 05/0% 40 year
13,33¢ 571 14,42: 10z 571 14,52¢ 15,09t 64 — 05/0¢€ 40 year
16,76° 1,74 16,74¢ 144 1,74¢ 16,89: 18,63¢ 172 — 10/0¢ 40 year
11,34¢ 1,40¢ 12,65( —  1,40¢ 12,65( 14,05¢ 211 — 01/0C 5-40 year
2,46¢ 8C 1,78¢ 16€ 11t 1,918 2,03 1,312 1982 02/81 5-40 year
9,52¢  59C 11,67¢ 93 59C 11,767 12,35% 1,707 2001 10/01 40 year
34C 23 1,53 178 19¢ 1,537 1,73¢ 15¢% 200( 01/0€ 40 year
1,30t 52 4,007 364 297 4,12¢ 4,427 632 200z 01/0€ 40 year
1,347 76C — 1,62: 76C 1,62: 2,38 — — 01/0C 5-40 year
12,76¢ 1,301 — 13,887 1,301 13,88: 15,18¢ — — 10/07% 40 year
15,60: 1,16 14,17: 787 1,17¢ 14,94¢ 16,12« 1,76¢ 200z 03/0z 40 year
14,14¢ 1,54¢ 14,78¢ 97 1,54t 14,88 16,42¢ 1,413 200t 01/04 40 year
— 53 214 — 53 214 267 68 197¢ 05/9¢ 30 year
537: 31z 2,801 — 31z 2,807 3,11¢ 31€ 197¢ 05/0¢ 5-40 year

75
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Properties Held for Investment—
(Continued)
Apartments—(Continued)
Verandas At City View, Fort Worth,

TX 18,89t 2,33: 18,37t 1,138 2,33: 19,51( 21,84: 2,57( 2001 09/01 40 year
Villager, Ft. Walton, FL 74¢  12F 1,14¢ — 12¢ 1,14¢ 1,271 19¢ 1972 03/0z 40 year
Vistas At Pinnacle Park, Dallas, 1 18,567 1,75( 19,80¢ 12 1,75(C 19,82( 21,57( 2,19¢ 200z 10/0z 40 year
Vistas At Vance Jackson, San Antonio,

TX 15,66¢ 1,26 16,54( 59 1,26t 16,59¢ 17,86« 1,32( 200t 01/04 40 year
Whispering Pines, Topeka, k 8,30( 244 4,831 581 244 5,41: 5,65¢ 4,53 1972 02/7¢  15-40 year
Wildflower Villas, Temple, TX 13,59¢ 1,11¢ 15,52¢ 71 1,11¢ 15,597 16,71¢ 55¢ 200t 03/0< 40 year
Windsong, Fort Worth, T> 10,45  79C 11,52¢ — 79C 11,52¢ 12,31¢ 1,397 200z 07/0z 40 year
Commercial
1010 Commons, New Orleans, | 14,71 2,71¢ 11,07 21,72° 2,71¢ 32,80¢ 35,52: 21,75( 1971 03/9¢ 5-40 year
217 Rampart, New Orleans, L —  2,07¢ — 61 2,07¢ 61 2,137 1 — 08/0¢ 5-40 year
225 Baronne, New Orleans, L — 1,06¢ 492 6,83 1,06t 7,328 8,39( 7,432 196( 03/9¢ 5-40 year
305 Baronne, New Orleans, L 6,00¢ 211 1,95: 404 211 2,357 2,56¢ 12¢ 190z 08/0€ 5-40 year
5360 Tulane, Atlanta, G. 337 85 33t 22z 117 52¢ 642 42¢ 197C 11/97 5-40 year
600 Las Colinas, Irving, T. 37,36¢ 5,751 51,75¢ 5,42 5,751 57,18: 62,93 5,661 198¢ 08/0t 5-40 year
Addison Hanger |, Addison, T. — 1,481 724 49 1,481 77z 2,25¢ 352 1992 12/9¢ 5-40 year
Addison Hanger II, Addison, T. — — 1,207 79 — 1,28¢ 1,28¢ 341 200( 12/9¢ 5-40 year
Alpenloan 8.1623 Acre 384 1,061 261 — 1,061 261 1,32 4 — 01/0C 5-40 year
Amoco, New Orleans, L/ 19,50 1,13( 3,07¢ 6,257 1,13( 9,33t 10,46: 7,15¢ 197¢ 07/97 5-40 year
Bridgeview Plaza, LACrosse, V 6,62¢ 797 7,17¢ 17¢ 797 7,357 8,15( 1,172 197¢ 03/0z 5-40 year
Clarke Garage, New Orleans, | — 1,03¢ 9,29 26 1,03¢ 9,31¢ 10,35: 33¢ — 08/0¢ 5-40 year
Cooley Building, Farmers Branch, T 2,79¢ 72¢ 1,39:¢ 70z  72¢ 2,09¢ 2,82: 1,057 199¢ 05/9¢ 5-40 year
Cross County Mall, Mattoon, | 9,15¢  60¢ 4,891 7,805 1,39¢ 11,90¢ 13,30: 11,24 1971 08/7¢ 5-40 year
Cullman S/C, Cullman, Al 965 18: 1,64¢ 29¢ 182 1,94¢ 2,131 362 197¢ 03/02 5-40 year
Denver Mart, Denver, Ct 23,50 5,63¢ 4,967 19,15¢ 5,99/ 23,76% 29,75¢ 10,737 1965/198! 04/9 7-40 year
Dunes Plaza, Michigan City, | 3,45¢ 1,21¢ 4,714 1,501 1,401 6,02¢ 7,43( 2,802 197¢ 03/9z 5-40 year
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(Continued)
Commercial — (Continued)
Ergon Bldc—Jackson, M 1,87¢ 201 1,91« — 201 1,91¢ 2,11¢ 4 — 01/0C 5-40 year
Eton Square, Tulsa, O 9,49¢  1,34¢ 12,06« 4,13C  1,34¢ 16,19¢ 17,54( 4,45¢ 198t 09/9¢ 5-40 year
GNB Building, TX — 3,682 — 3 3,68t — 3,68t — — 07/0€  5-40 Year
One Hickory, Dallas, T> 8,94: 1,221 7,651 25 1,221 7,682 8,90¢ 713 199¢ 200c 7-40 year
Park West 2, Dalllas, T 62,00( 6,96¢ 62,71: 4,507  6,96¢ 67,21¢ 74,18 3,64¢ — 01/07 5-40 year
Park West, Dallas, T. 33,83¢  5,09¢ 45,86¢ 6,128 5,09¢ 51,99¢ 57,08¢ 4,071 198¢ 04/0¢ 5-40 year
Parkway North, Dallas, T. 3,25( 1,07¢ 4,221 1,98( 1,07¢ 6,201 7,27¢ 2,62¢ 198( 02/9¢ 2-40 year
Sesame Square, Anchorage

AK 1,281 562 1,29¢ 17¢% 562 1,47¢ 2,03¢ 1,397 1981 12/81 17-40 year
Signature, Dallas, T. 1,847 1,00« 2,17: 551  1,00¢ 2,72¢ 3,72¢ 1,04¢ 198t 02/9¢ 5-40 year
Space Center, San Antonio,

TX 972 21¢ 854 32¢ 301 1,10C 1,401 92¢ 197 11/97 5-40 year
Stanford Centre, Dallas, T 26,07t  3,87¢ 34,86: 27 3,87¢ 34,88¢ 38,761 437 — 01/0C 5-40 year
Teleport 7.642 Acres Dallas

TX — 1,331 28 — 1,331 28 1,35¢ — — 01/0C 5-40 year
Thermalloy 7.123 Acre — 791 1,061 — 791 1,061 1,852 15 — 200¢ 5-40 year
Two Hickoy, Dallas, TX 9,16¢  1,15(C 8,661 77¢  1,15C 9,44¢ 10,59¢ 2,88( 200( 06/0¢ 3-40 year
Westgrove Air Plaza,

Addison, TX 2,60( 165 1,48: 52€ 182 1,992 2,17¢ 1,29¢ 1982 10/97 5-40 year
Willowbrook Village,

Coldwater, Ml 5,61¢ 851 7,66% 29€ 851 7,95¢ 8,81( 61¢ 1991 10/0¢ 5-40 year
Hotels
Chateau Inn, Fresno, C 3,591 — 3,67¢ 231 — 3,907 3,907 1,19¢ 198¢ 10/97 7-40 year
Comfort Inn, Denver, C( 3,101 — 24t 2,792 — 3,037 3,037 2,61( 197¢ 06/94 7-40 year
Piccadilly Airport, Fresno,

CA 11,74¢ — 7,66% 83t 15 8,48t 8,49¢ 2,67¢ 197 10/97 7-40 year
Piccadilly Shaw, Fresno, C 12,31¢ 2,392 9,447 1,031 2,39 10,47¢ 12,87( 3,36( 197: 10/97 7-40 year
Piccadilly University, Fresnc

CA 4,714 — 11,63¢ 1,098 — 12,73¢ 12,73¢ 3,744 198« 10/97 7-40 year

901,55¢ 107,74 893,52! 155,43¢ 111,84: 1,044,861 1,156,70° 159,03:¢

77
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(Continued)
Land
1013 Common St, New Orleans,

LA — 53C — 15¢ 68¢ — 68¢ — — 08/9¢ —
2301 Valley Branch (Stanley

Tools), Farmers Branch, T 1,72C 4,987 — — 4,987 — 4,987 — — 02/0< —
Ackerley Land 1.31 Acre — 15C — — 15C — 15C — — 01/0C —
Alliance 52, Tarrant County, T. 1,61C 2,65¢ — —  2,65¢ — 2,65¢ — — 10/0% —
Alliance 8, Tarrant County, T. 40¢ 73¢ — — 73¢ — 73¢ — — 10/0% —
Alliance Airport Land, Tarrant

County, TX 552 89t — — 89t — 89t — — 05/0% —
Archon Land 24.139 Acre 4,53€¢ 6,671 — — 6,671 — 6,671 — — 01/0C —
Audubon Terrace, Adams County,

MS — 51¢ — 29¢ 51¢ 29¢ 817 — — 03/07 —
Bent Tree Aparments, Dallas, 1 — — — 22C — 22C 22C — — 01/0C —
Bonneau, Dallas County, TX( — 77C — — 77C — 77C — — 02/9¢ —
Bridgewood Ranch Land 5.04 / alilE 262 — — 262 — 262 — — 01/0C —
Centura, Farmers Branch, 1 6,727 10,47¢ — 672 10,72¢ 41¢ 11,14¢ — — 12/0Z —
Chase Oaks, Plano, TX( — 837 — 837 — 837 — — 05/97 —
Circle C Land, Austin, T> 37,977 31,15 5,46¢ 7,192 31,15° 12,65¢ 43,81: — — 03/0€ —
Cooks Lane, Ft. Worth, T. 52z 1,04¢ — — 1,04¢ — 1,04¢ — — 06/0< —
Creekside, Fort Worth, T. 52t 2,201 — — 2,201 — 2,201 — — 07/0€ —
Croslin, Dallas, Tx 117 63 — — 63 — 63 — — 01/0C —
Crowley, Fort Worth, Tx 445 1,56¢ — —  1,56¢ —  1,56¢ — — 07/0€ —
Dalho, Farmers Branch, TX(! — 26€ — — 26¢€ — 26€ — — 10/97 —
Dedeaux Road, Gulfport, M 1,52C 1,61: — — 1,612 — 1,612 — — 10/0¢ —
Denham Springs Lot 313, Denha

Springs, LA — 8 — — 8 — 8 — — 01/0C —
Denton Andrew B Land, Denton,

TX 74 89t — — 89t — 89t — — 12/0¢ —
Denton Coonrod (82.2), Denton,

TX 79¢ — — — — — — — — 10/0¢ —
Denton Coonrod Land, Denton, 1 197 31¢ — — 31¢ — 31¢ — — 10/0% —
Denton-Andrew C Land, Denton,

X 554 1,34¢ — — 1,34¢ — 1,34¢ — — 12/0¢ —
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Properties Held for Investmen—(Continued)

Land—(Continued)

Desoto, Desoto, T.

Diplomat Drive, Farmers Branch,
™

Dominion, Dallas, T*

Elm Fork Land, Denton County,
TX

Ewing 8

Forney Land (ARI'

Forney Land, Kaufman County, 1

Fortune Drive

Fruitland, Fruitland Park, F

GNB Land Edina, T>

GNB Land, Farmers Branch, T

Graham Mortgag

Harlan at Windmill Farms
245.95Ac, Dallas, T

Hines Meridian Land, Las Colinas,
TX

Hollywood Casino Land, Farmers
Branch, TX

Hollywood Casino, Farmers
Branch, TX

Houston CC, TX

HSM, Farmers Branch, TX(¢

Hunter Equities Land 2.563 A

Icon East Center Retail, Dallas, ~

Icon Town Center Hotel, Dallas,
TX

79

Subsequent to End
Initial Cost Acquisition of Year
In Latest
Statement o
Accumulated Operation is
Building & Building & Date of Date
Encumbrances Land Improvements Improvements Land Improvements Total Depreciation Construction Acquired Computed
(dollars in thousands)
562 89¢ — — 89¢ — 89¢ — — 10/0< —
512 1,47¢ — — 1,47¢ — 1,47¢ — — 12/0¢ —
1,278 2,03¢ — —  2,03¢ —  2,03¢ — — 03/9¢ —
2,28( 2,96 — — 2,96 — 2,96t — — 03/01 —
10,752 15,98: — 24 16,00¢ — 16,00¢ — — 12/0€ —
— 3,341 — — 3,341 —  3,34] — — 06/0¢€ —
1,45¢ 4,11¢ — 67 4,18¢ —  4,18¢ — — 06/0€ —
1,15C 1,782 — — 1,78 — 1,782 — — 01/0C —
— 17 — 16 17 16 33 12 — 05/92 15 year
— 1,93 — — 1,93 — 1,932 — — 07/0¢€ —
10,00C 1,01c¢ — — 1,01C — 1,01C — — 07/0€ —
4,190  — — — — — — — — — —
5,52¢ 6,66( — —  6,66( —  6,66( — — 01/0C —
7,00 7,63¢ — 27 7,66% —  7,66f — — 05/07 —
3,66( 3,131 — — 3131 — 3,131 — — 05/07 —
2,22( 3,23¢ — 138 3,371 — 3,371 — — 06/0z —
— — — 16 — 16 16 — — — —
— 567 — — 567 — 567 — — 08/9¢ —
— 39¢ — — 39¢ — 39¢ — — 01/0C —
25,98¢ 25,65:¢ — 6,00t 25,65 6,00t 31,65¢ — — 11/0€ —
— — — 826 — 82€ 82€ — — 11/0€ —
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REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2008

Cost Capitalizec

Gross Amounts of
Which Carried at

SCHEDULE llI
(Continued)

Life on
Which
Depreciation

Properties Held for Investmen—(Continued)

Land—(Continued)

Icon Town Center Office, Dallas,
™

Icon Town Center Residential,
Dallas, TX

Jackson Convention Center, M

JHL Connell, Carrollton, TX(6

Kaufman Adams 193.731 Acres,
Kaufman, TX

Kaufman Cogen Land, Kaufman
County, TX

Kaufman Taylor Land, Kaufman
County, TX

Keenan Bridge, Farmers Branch,
™

Keller Spring-Lofts, Addison, TX

Kelly Lots, Collin County, TX

Kinwest, LAs Colinas, T>

Lacy Longhorn, Farmers Branch,
TX

Ladue/Walker, Farmers Branch,

Lakeshore Villas, Harris County,
™

Lakeview At Mercer Crossing,
Farmers Branch, T:

Lamar Parmer/Limestone I,
Austin, TX

Lancaster Village, Dallas, T

Las Colina—Walnut Hill, TX

Las Colina—Walnut Hill, TX

Las Colinas Apts/Lofts, Las
Colinas, TX

Las Colinas Condos, Las Colinas,
TX

Las Colinas High Rise Apartment
Las Colinas, T

Las Colinas High Rise Office,
Dallas, TX

Las Colinas Station Masterplan,
Irving, TX

Las Colinas Townhomes, Las
Colinas, TX

Las Colinas Village Master Place
Irving, TX

80

Subsequent to End
Initial Cost Acquisition of Year

In Latest

Statement o

Accumulated Operation is

Building & Building & Date of Date
Encumbrances Land Improvements Improvements Land Improvements Total Depreciation Construction Acquired Computed
(dollars in thousands)

— — — 89z — 892 892 — — 11/0€ —
— — — 85€ — 85€ 85€ — — 11/0€ —
2,99: 8,03¢ — 2,79z 8,03¢ 2,79z 10,82¢ — — 07/07 —
— 361 — — 361 — 361 — — 02/9¢ —
357 823 — — 82: — 823 — — 01/0C —
2,04¢ 6,12¢ — —  6,12¢ —  6,12¢ — — 12/0% —
164 48€ — — 48€ — 48€ — — 11/0% —
— 67€ — — 67€ — 67€ — — 01/0¢ —
2,541 3,37¢ — 1,761 3,37¢ 1,761 5,13¢ — — 10/0€ —
— 69 — — 69 — 69 — — 03/0C —
2,001 1,81¢ — 1,34z 1,81¢ 1,34z 3,161 — — 10/0€ —
1,82¢ 1,30¢ — — 1,30« — 1,30¢ — — 06/04 —
9,547 14,42 — — 14,42 —  14,42; — — 09/0€ —
— 81 — 8 81 3 84 — — 03/0z —
— — — 207 — 207 207 — — 01/0C —
1,471 2,015 — 56¢ 2,017 56€ 2,58t — — 01/0C —
— — — 5 — 5 5 — — 01/0C —
— 51t — — 51t — 51t — — 11/0¢ —
1,90¢ 2,88¢ — — 2,88t — 2,88t — — 11/0€ —
3,31: 3,31¢ — 537 3,31¢ 537 3,85:% — — 11/0€ —
— — — 29¢ — 29¢ 29¢ — — 11/0€ —
1,14¢ 1,15C — 1,01¢ 1,15C 1,01¢ 2,16¢ — — 11/0€ —
2,517 2,51¢ — 95€ 2,51¢ 95€ 3,47% — — 11/0€ —
— — — 218 — 21¢ 21€ — — 01/0C —
11,167 3,48¢ — 1,201 3,48¢ 1,201 4,68 — — 11/0€ —
— — — 23t — 23t 23t — — 01/0C —



Table of Contents

AMERICAN REALTY INVESTORS, INC.

REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2008

Cost Capitalizec

Gross Amounts of
Which Carried at
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Subsequent to End
Initial Cost Acquisition of Year
In Latest
Statement o
Accumulated Operation is
Building & Building & Date of Date
Property/Location Encumbrances Land Improvements Improvements Land Improvements Total Depreciation Construction Acquired Computed
(dollars in thousands)
Properties Held for Investmen—(Continued)
Land—(Continued)
Las Colinas, Las Colinas, T 821 904 — 5 90¢ — 90¢ — — 01/9¢ —
LBJ Office Bldg. At Mercer

Crosssing, Farmers Branch, - — — — 143 — 143 143 — — 01/0C —
LCLLP, Los Colinas, TX 7,45¢ 4,50¢ — — 4,50¢ — 4,50¢ — — 12/0¢ —
Leone, Irving, TX 1,18t 1,63¢ — — 1,63¢ —  1,63¢ — — 12/9¢ —
Limestone Canyon Il Land, Austin,

TX 72C — — 27 — 27 27 — — 01/0C —
Lubbock, Lubbock, T> — 234 — — 234 — 234 — — 01/0¢ —
Luna Road Land, Farmers Branch,

TX 39¢ 58¢ — — 58¢ — 58¢ — — 07/0% —
Luna Ventures 26.74 Acres, Dall:

TX 1,131 2,93¢ — — 2,93 — 2,93¢ — — 01/0C —
Mandahl Bay Land, Us Virgin

Islands 3,772 14,03: 1,31¢ 49€ 14,52¢ 1,31€ 15,84 — — 11/0¢ —
Manhattan, Farmers Branch, 7 — 23,38¢ — 16¢ 23,55¢ — 23,55¢ — — 02/0C —
Mansfield Land, Mansfield, T 94z 54z — — 542 — 54z — — 09/0& —
Marine Creek, Ft. Worth, T. 1,66: 1,14: — 244 1,362 24 1,38¢ — — 06/0z —
Marriot Courtyard At Mercer Cr,

Farmers Branch, T: — — — 61 — 61 61 — — 01/0C —
Mason Park, Houston, T — 1,602 — 32€ 1,60z 32€ 1,92¢ — — 11/9¢ —
Mckinney 36, Collin County, T> 4,000 1,79¢ — — 1,79¢ — 1,79¢ — — 01/9¢ —
Mckinney Corners 8.9 Acres,

McKinney, TX 1,06z 39¢ — — 39¢ — 39¢ — — 0 —
Mckinney Ranch Land, Collin

County, TX 14,33¢ 21,40: — 605 22,007 — 22,007 — — 12/0¢ —
Meloy/Portage, Kent, Ol 2,10¢ 5,11¢ — —  5,11¢ — 5,11¢ — — 02/0¢ —
Mendoza Land, Dallas, T 51 27 — — 27 — 27 — — 0 —
Mercer Apts/Lakeside Lofts,

Farmers Branch, T. — — — 282 — 282 282 — — 11/0¢ —
Mercer Land Plan, Farmers Bran

TX — — — 26¢ — 26¢ 26¢ — — — —
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Property/Location

AMERICAN REALTY INVESTORS, INC.

REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2008

Cost Capitalizec

Gross Amounts of
Which Carried at

SCHEDULE llI
(Continued)

Life on
Which
Depreciation

Properties Held for Investmen—(Continued)

Land—(Continued)

Mercer Town Homes, Farmers
Branch, TX

Midtown Master Plan, Dallas, T

Mira Lago, Farmers Branch, T

Nakash, Malden, M(

Nashville Land, Nashville, T!

Nashville, Nashville, TN

Ocean Estates, Gulfport, M

Pac«-Trust, Dallas, TX

Palmer Lane, Austin, T.

Pantaze Land, Dallas, T

Park Forest Apartments, Dallas,

Park Forest Townhomes, T

Payne | & li, Los Colinas, T2

Pioneer Crossing, Austin, T

Pioneer Crossing, Dallas, T

Plaza At Chase Oaks, Plano,

Polo Estates At Bent Tree, Dallas
TX

Polo Estates At Park Forest/Cent
Dallas, TX

Polo Estates Signature Place,
Dallas, TX

Port Olpenitz GmbH, Germar

Pulaski, Pulaski County, A

Ranchview, Irving, TX

Ridgepointe Drive, Irving, T)

Seminary West Land 3.041 Acr

Senlac 3.976 Acres, Farmers
Branch, TX

Senlac Land, Farmers Branch,

Subsequent to End
Initial Cost Acquisition of Year

In Latest

Statement o

Accumulated Operation is

Building & Building & Date of Date
Encumbrances Land Improvements Improvements Land Improvements Total Depreciation Construction Acquired Computed
(dollars in thousands)

— — — 314 — 314 314 — — 11/0¢ —
4,09t 6,392 — 41%  6,39: 41% 6,80 — — 01/0C —
— 53 — 15 68 — 68 — — 05/01 —
— 102 — — 10 — 10¢ — — 01/9: —
20E — — 20t — 20E — — 06/0z —

— 93( — — 93( — 93C — — 06/0zZ —
— 1,41¢ — 44€  1,41¢ 44€ 1,86¢ — — 10/07 —
1,237 1,49¢ — —  1,49¢ —  1,49¢ — — 10/01 —
13,94f 22,75¢ — —  22,75¢ —  22,75¢ — — 12/0¢ —
29¢ 29C — — 29(C — 29C — — 11/0% —
— — — 211 — 211 211 — — 01/0C —
— — — 734 — 734 734 — — — —
13,52« 61¢ — 30¢ 92¢ — 92¢ — — 12/0 —
12,00 8,70t — 3,137 11,83t — 11,83¢ — — 05/917 —

1,51¢ 614 — 94¢ 814 74¢ 1,567 — — 03/0€

— — — 19 — 19 19 — — 11/0€ —
3,551 4,00: — 1,32C 4,00¢ 1,32( 5,32 — — 11/0€ —
5,02: 4,831 — 2,97t 4,831 2,97¢  7,80¢ — — 11/0€ —
— — — 38C — 38C 38C — — 11/0€ —
5,000 — — 13,65¢ — 13,65« 13,65 — — 12/0€ —
1,131 2,09¢ — 24¢ 2,09t 24¢  2,34¢ — — 06/0% —
— — — 14 — 14 14 — — 11/0¢ —
92 18¢ — — 18¢ — 18¢ — — 12/0€ —

— 13€ — — 13€ — 13€ — — 01/0C —
501 36E — — 36t — 36¢ — — 08/0¢ —

62€ 622 — 142 622 14z 764 22 — 08/0¢ 15 year
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AMERICAN REALTY INVESTORS, INC.

SCHEDULE llI
(Continued)

REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2008

Cost Capitalizec

Gross Amounts of
Which Carried at

Life on
Which
Depreciation

Subsequent to End
Initial Cost Acquisition of Year
In Latest
Statement o
Accumulated Operation is
Building & Building & Date of Date
Property/Location Encumbrance: Land Improvements Improvements Land Improvements Total Depreciation Construction Acquired Computed
(dollars in thousands)
Properties Held for Investmen—(Continued)
Land—(Continued)
Senlac Vhp Land, Farmers

Branch, TX 40€ 65€ — — 65€ — 65€ — — 08/0t —
Sheffield Village, Grand Prairie,

X 97t  1,64: — 1 1,64: 1 1,64¢ — — 09/0:z —
Signature Place Apartments,

Dallas, TX — — — 184 — 184 184 — — 01/0C —
Siskiyou, Siskiyou County, C — 3 — — 3 — 3 — — 08/9¢ —
Sladek Land, Travis County, T — 764 — — 764 — 764 — — 05/0C —
Southwood 1394 Land,

Tallahassee, F 67E 80¢ — 58 80¢ 58 867 — — 02/0€ —
Southwood Plantation,

Tallahassee, F — 55¢€ — — 55¢€ — 55¢€ — — 06/0& —
Springfield (Backlick Land — 74 — — 74 — 74 — — 10/07 —
Sugar Mill Land 10.63 Acre 2,445 1,88 — 2,797 1,882 2,797 4,67¢ — — 01/0C —
TCI 151 Waco Acres, T. 1,30C 2,10¢ — 2,10¢ —  2,10¢ — — 04/07 —
Texas Plaza, Irving, T 1,06¢ 1,73¢ — — 1,73¢ — 1,73¢ — — 12/0€ —
Thompson I, Dallas County, T — 30¢E — — 30E — 30E — — 07/9¢ —
Thompson Land, Farmers Bran

TX — 367 — — 367 — 367 — — 10/97 —
Tomlin, Farmers Branch, T — 84¢& — — 84¢& — 84¢F — — 10/97 —
Travis Ranch Land 833.394 Ac

Dallas, TX 13,36¢ 18,65¢ — 2 18,65¢ 2 18,66: — — 01/0C —
Union Pacific Railroad Lan — 837 — — 837 — 837 — — 03/0< —
Valley Ranch, Irving, T 1,98¢ 5,82¢ — —  5,82¢ —  5,82¢ — — 12/0< —
Valley View Comm Park,

Farmers Branch, T: 15€ 544 — — 544 — 544 — — 05/0¢ —
Valley View/Senlac 3.451 Acre!

Farmers Branch, T. 612 78C — — 78C — 78C — — 01/0C —
Valwood, Dallas, Tx — 25,08¢ — 301 25,39( —  25,39( — — 08/9¢ —
Vineyards Il, Grapevine, T. — 1,47: — 37 1,50¢ — 1,50¢ — — 06/9¢ —
Vineyards, Grapevine, T. — 1,12¢ — — 1,12¢ — 1,122 — — 10/97 —
Vv34 Mercer Xing 2.194 Acres,

Dallas, TX 1,072 (449 — — (449) — (449) — — 01/0C —
W Hotel, 2 Acres LB. 1,665 1,681 — 101 1,681 101 1,78: — — 01/0C —
W Lofts, Farmers Branch, T 6,79C 6,09/ — 2,66% 6,094 2,66 8,757 — — 3902: —
Waco Swanson, Waco, T 1,735 2,80¢ — — 2,80¢ — 2,80¢ — — 08/0¢ —
Walker, Dallas County, T’ —  4,46% — —  4,46¢ —  4,46¢ — — 07/9¢ —
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Property/Location

AMERICAN REALTY INVESTORS, INC.

REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2008

Cost Capitalizec

Gross Amounts of
Which Carried at

SCHEDULE llI
(Continued)

Life on
Which
Depreciation

Properties Held for Investmen—(Continued)

Land—(Continued)

Walmart, Malder

West End, Dallas, T.

Whorton Land, Dallas, T.

Willowick Land, Pensacola, F

Wilmer 88 Land, Dallas, T>

Windmill Farms, Kaufman
County, TX

Woodmont Reserv

Corporate
Departments/Investments/)

TCI/ARL—Corporate

ARL—Corporate

Apartments Properties Held
for Sale

Bay Walk, Galveston, T’

Island Bay, Galveston, T

Limestone Canyon, Austin, T

Limestone Ranch, Lewisville, T

Marina Landing, Galveston, T

Sendero Ridge, San Antonio, 1

Tivoli, Dallas, TX

TOTAL: Real Estate Held For
Investment

Subsequent to End
Initial Cost Acquisition of Year

In Latest
Statement o
Accumulated Operation is

Building & Building & Date of Date
Encumbrances Land Improvements Improvements Land Improvements  Total Depreciation Construction Acquired Computed
(dollars in thousands)

— 21¢ 887 60 21¢ 947 1,16€ 35¢ — 01/0C 15 year
3,77(C 2,857 — 16¢  3,02¢ — 3,02¢ — — 08/917 —
2,95( 4,291 — 6 4,297 — 4,297 — — 06/0¢ —

— 137 — — 137 — 137 — — — —
1,55€ 673 — — 673 — 673 — — 08/0¢ —

31,03¢  50,42( — 8,47¢ 53,92! 4,977 58,89¢ — — 11/0€ —

— — — — — (7,417) (7,417) — — — —

13,59: 6,94¢€ (22,557) — 6,94¢€ (22,55) (15,609 9,23( — — —

(16) — — 16 — 16 16 16 — — —

367,29. 488,57( (14,879 71,32% 498,40¢ 39,18¢ 537,59° 9,63¢
5,072 67¢ 5,72( — 67¢ 5,72( 6,39¢ 1,10¢ 197¢ 09/01  5-40 year
14,17 2,09t 17,65¢ — 2,09t 17,65¢ 19,75« 2,73( 197: 09/01 40 year
18,89( 1,83( (861) 13,81¢  1,83( 12,95¢ 14,78¢ 4,38t 1997 07/9¢ 40 year
19,21¢ 1,48t 11,20( 88t 1,48t 12,08t 13,57( 2,61¢ 2001 05/01 40 year
12,10« 1,24( 11,16( — 1,24( 11,16( 12,40( 2,04¢ 198¢ 09/01 40 year
28,55¢ 2,41¢ 22,29] 1,477 2,41« 23,77 26,18¢ 3,22: 2001 11/01 40 year
17,228 1,247 11,06¢ 47 1,24% 11,53¢ 12,78( 2,002 2001 12/01 40 year
115,24 10,98t 78,24( 16,65« 10,98t 94,89 105,87¢ 18,10¢
$  1,384,09. $607,29¢$ 956,88t $ 243,411$621,23:$  1,178,94' $1,800,18. $ 186,78:
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SCHEDULE 1l
(Continued)
AMERICAN REALTY INVESTORS, INC.
REAL ESTATE AND ACCUMULATED DEPRECIATION
December 31, 2008
2008 2007 2006

(dollars in thousands)
Reconciliation of Real Esta

Balance at January $1,665,23: $1,449,71! $1,277,75
Additions
Acquisitions and improvemen 314,19: 359,51: 301,54(
Deductions
Sale of real estal (179,24) (143,99¢) (122,199
Property writ-down — — (7,389
Balance at December & $1,800,18: $1,665,23. $1,449,71!
Reconciliation of Accumulated Depreciati
Balance at January $ 179,37 $ 177,29: $ 164,64¢
Additions
Depreciatior 27,64¢ 33,05! 23,40
Deductions
Sale of real estal (20,239 (30,969 (10,769
Balance at December 2 $ 186,78: $ 179,37: $ 177,29:
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Description

FIRST MORTGAGE LOANS
400 St. Paul

Secured by an office building in Dallas, TX. Incasd
LOC of $250,000.0(

JUNIOR MORTGAGE LAONS

Dallas Fund XVII

Secured by an assignment of partnership interests a
litigation proceeds

Pioneer Developmen

Secured by 33.33 acres of unimproved land in Travi
County, TX.

OTHER

Realty Advisors

AMERICAN REALTY INVESTORS, INC.

MORTGAGE LOANS ON REAL ESTATE
December 31, 2008

Secured by a pledge of 850,000 shares of ARl Common

Stock owned by BCN

Mark Small

Secured by Collateral Assignment of Contract Prds

Robert Baylis

Class A limited partnership interests in Edina FRidee
Associates, L.F

Herrick Partners

Class A limited partnership interests in Edina FRldze
Associates, L.F

2410 Partnership

Class A limited partnership interests in Edina FRidee
Associates, L.F

Michale Witte

Class A limited partnership interests in Edina FRldze
Associates, L.F

Richard Schmaltz

Class A limited partnership interests in Edina FRidee
Associates, L.F

Final
Maturity
Interest
Rate Date Periodic Payment Terms

7.0C 10/12  Monthly interest only payments.

9.0C 10/1Z  Principle and Interest due at matur
10.0¢ 10/1% Interest only payments start in November 2(

Prime+2.(% 11/11  All principal and interest are due at matur

18.0( 02/07 Al principal and interest are due at matur
10.0¢ 09/17 Interest only paid quarterl:
10.0¢ 09/17 Interest only paid quarterl:
10.0¢ 09/17 Interest only paid quarterl:
10.0¢ 09/17 Interest only paid quarterl:
10.0¢ 09/17 Interest only paid quarterl:

86

Face
Prior ~ Amount
of
Liens Mortgage

(dollars in thousands)

$— $ 3,61«

— 4,30:

= 2,38¢

— 12,99¢

— 60C

— 19¢

— 202

SCHEDULE IV
Principal
or Loans

Carrying Subject to
Delinquent
Amount
of Principal
Mortgage  or Interest
$ 3612 $ =
5,49¢ —
2,407 —
12,99¢ —
63¢ —
193 —
91 —
14¢ —
96 —

208
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Description

Willingham Trust

Class A limited partnership interests in Edina FRldeza
Associates, L.F

Michael Monier

Class A limited partnership interests in Edina FRidea
Associates, L.F

Harold Wolfe

Class A limited partnership interests in Edina FRldeza
Associates, L.F

Compton Partners

Class A limited partnership interests in Edina FRidea
Associates, L.F

Christine Tunney

Class A limited partnership interests in Edina FRldeza
Associates, L.F

Edward Samson

Class A limited partnership interests in Edina FRidza
Associates, L.F

Hammon Operating Corporation

Class A limited partnership interests in Edina Fidea
Associates, L.F

Palmer Brown Madden

Class A limited partnership interests in Edina FRldea
Associates, L.F

Quintin Smith Jr.

Class A limited partnership interests in Edina Fidea
Associates, L.F

William Ingram

Class A limited partnership interests in Edina FRldea
Associates, L.F

AMERICAN REALTY INVESTORS, INC.

MORTGAGE LOANS ON REAL ESTATE
December 31, 2008

Final
Interest  Maturity
Rate Date Periodic Payment Terms
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl

87

Prior

Liens

SCHEDULE IV
(Continued)
Principal
or Loans
Carrying Subject to
Face Delinquent
Amount Amount
of Principal
Mortgage Mortgage  or Interest
(dollars in thousands)
96 96 —
304 304 —
192 192 —
28¢ 28¢ —
48 48 —
96 96 —
192 192 —
96 96 —
19 1923 —
96 96 —
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Description

Earl Samson

Class A limited partnership interests in Edina FRldeza
Associates, L.F

Mary Ann MacLean

Class A limited partnership interests in Edina FRidea
Associates, L.F

Peter Van Dyk Berg

Class A limited partnership interests in Edina FRldeza
Associates, L.F

William Urkie

Class A limited partnership interests in Edina FRidea
Associates, L.F

Sherman Bull

Class A limited partnership interests in Edina FRldeza
Associates, L.F

David Moniler

Class A limited partnership interests in Edina FRidza
Associates, L.F

Trust—Joseph Monier

Class A limited partnership interests in Edina Fidea
Associates, L.F

Trust—Brett & Nicole Monier

Class A limited partnership interests in Edina FRldea
Associates, L.F

Trust—David Monier

Class A limited partnership interests in Edina Fidea
Associates, L.F

AMERICAN REALTY INVESTORS, INC.

MORTGAGE LOANS ON REAL ESTATE
December 31, 2008

Final
Interest  Maturity
Rate Date Periodic Payment Terms
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl
10.0¢ 09/17 Interest only paid quarterl

88

Prior

Liens

SCHEDULE IV
(Continued)
Principal
or Loans
Carrying Subject to
Face Delinquent
Amount Amount
of of Principal

Mortgage Mortgage

or Interest

(dollars in thousands)

96 96
19¢ 192
19¢ {98

96 96
19¢ {98

96 96

32 32

32 32

32 32
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Description

UNSECURED LOANS
Harvest Hill I, LLC
Unsecured

Treetops
Unsecured

Blue Lake at Marine Creek
UH of Burleson

UH of Chase Oaks

HFS of Humble LLC

UH of Inwood

UH of Kensington

UH of McKinney

UHF Parkside Advances
UH of Walnut Park Crossing
Windmill Farms, LLC

International Health Products, Inc.

Basic Capital Management
Unsecured

Basic Capital Managment
Unsecured

Garden Centura, L.P.
Unsecured

AMERICAN REALTY INVESTORS, INC.
MORTGAGE LOANS ON REAL ESTATE

December 31, 2008

Final
Maturity
Interest
Rate Date Periodic Payment Terms
12.0C 10/1% Interest compounded annually. All principal and
interest due at maturit
0.0C 01/1¢ Due at maturity
12.0¢ 12/12  Due at maturity
12.0¢ 08/1: Due at maturity
12.0C 12/12  Due at maturity
12.0C 12/17 Due at maturity
12.0C 12/12  Due at maturity
12.0¢ 03/1¢ Due at maturity
12.0¢ 12/12  Due at maturity
12.0C 12/12  Due at maturity
12.0C 12/12  Due at maturity
7.0C 07/0¢
Prime + 1.0% 08/1(
7.0C 10/11  Monthly interest payment
7.0C 10/11  Monthly interest payment
7.0C Demant Excess property cash flow payments or prope

sales proceed

89

SCHEDULE IV
(Continued)
Principal
or Loans
Carrying Subject to
Face Delinquent
Prior Amount Amount
of of Principal

Liens Mortgage Mortgage

or Interest

(dollars in thousands)

— 8,78% 8,78

— 1,00¢ 1,071

— — 128
— — 762
— — 127
— — 2,63(
— — 4,974
— — 5,09¢
— — 2,37¢
— — 323
— — 35¢
— — 2,18¢
— — 3,77¢
— 1,522 1,52:

— 1,52¢ 1,52¢

— — 4,02¢
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Description

Thornwood (ICC Surfwood) wrap note
Syntek Acquisition Corporation
Miscellaneous related party

Ocean Beach Partners, LP.

CTMGT Travis Ranch, LLC

CTMGT Travis Ranch, LLC

3334Z Apts, LP

Interest
Allowance for estimated loss

AMERICAN REALTY INVESTORS, INC.

MORTGAGE LOANS ON REAL ESTATE
December 31, 2008

90

Final
Maturity
Interest
Rate Date Periodic Payment Terms
7.5C 07/0¢
Prime + 1.0% 08/1(
Various Various
7.0C 12/0¢
6.0C 8/14
5.0C Demant
6.5C 4/12

Prior

Liens

SCHEDULE IV
(Continued)
Principal
or Loans
Carrying Subject to
Face Delinquent
Amount Amount
of of Principal
Mortgage  Mortgage or Interest
(dollars in thousands)
1,63¢ 1,63¢ —
3,35¢ 3,35¢ —
96€ 96€ —
2,00(¢ 2,00¢ —
2,404 2,40 —
4,86¢ 4,86¢ —
1,87t 1,87¢ —
46,82¢ 85,220 —
3,65¢
(11,879

77,00¢
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Balance at January
Additions
New Mortgage Loan
Funding of existing loan
Deductions
Collection of principa
Conversion to property intere

Balance at December &

AMERICAN REALTY INVESTORS, INC.

MORTGAGE LOAN RECEIVABLES ON REAL ESTATE
December 31, 2008

91

SCHEDULE IV
(Continued)

2008 2007 2006
$86,44¢ $ 53,63 $ 79,67¢
7,36¢ 44,73¢ 10,88t
— 1,77C 3,201
(8,58¢) (18,317 (38,419
3,654 4,615 (1,717
$88,87" $ 86,44t $ 53,63
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACOUNTING AND FINANCIAL DISCLOSURE
None.

ITEM 9A(T). CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

A review and evaluation was performed by managemedér the supervision and with the participatibthe Principal Executive Offic
and Principal Financial Officer of the effectiveaed the Company’s disclosure controls and procesiuas required by Rule 13a-15(b) of the
Securities Exchange Act of 1934 as of Decembe238. Based upon that most recent evaluation, whiahcompleted as of the end of the
period covered by this Form 10-K, the Principal &ixéese Officer and Principal Financial Officer cdnded that the Company'’s disclosure
controls and procedures were effective at Decer@bgP008 to ensure that information required taliselosed in reports that the Company
files submits under the Securities Exchange Ad9¥#4 is recorded, processed, summarized and tiraptyrted as provided in the Securities
and Exchange Commission (“SEC”) rules and formsaAssult of this evaluation, there were no sigaifit changes in the Company’s internal
control over financial reporting during the threemths ended December 31, 2008 that have mateaififgted or are reasonably likely to
materially affect, the Company’s internal contrekofinancial reporting.

Management Report on Internal Control Over Financid Reporting

Management of the Company is responsible for estaby and maintaining adequate internal contr@rdinancial reporting as defined
in Rules 13a-15(f) and 15d-15(f) under the Seasitxchange Act of 1934, as amended, as a proesiggdd by, or under the supervision of,
the Company'’s principal executive and principaéfinial officers and effected by the Company’s bpardnagement and other personnel to
provide reasonable assurance regarding the réfjabilfinancial reporting and the preparation iofaincial statements for external purposes in
accordance with accounting principles generallyepted in the United States (“US GAAP”) and incluttesse policies and procedures that:

* pertain to the maintenance of records that in neatsie detail accurately and fairly reflect the sartions and disposition of the assets
of a company

» provide reasonable assurance that the transaeiengcorded as necessary to permit preparatifinasfcial statements i
accordance with US GAAP and that receipts and edipges of a company are being made only in aceaeavith authorizations
and management and directors of a company

» provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, eselisposition of a company’s
assets that could have a material effect on tlential statement

Because of the inherent limitations of internaltcolhover financial reporting, including the posstip of human error and the
circumvention or overriding of controls, materialsstatements may not be prevented or detectediorely basis. Projections of any
evaluation of effectiveness to future periods afgexct to the risks that controls may become inadexibecause of changes and conditions or
that the degree of compliance with policies or prhoes may deteriorate. Accordingly, even intecoaltrols determine to be effective can
provide only reasonable assurance that informagqgnired to be disclosed in and reports filed uriderSecurities Exchange Act of 1934 is
recorded, processed, summarized and representeid thie time periods required.

Management of the Company has assessed the edfeesis of its internal control over financial repartat December 31, 2008. To make
this assessment, the Company used the critergffiective internal control over financial reportidgscribed innternal Control—Integrated
Framework, issued by the Committee of Sponsoring Organinataf the Treadway Commission (“COSO”). Based ésm aksessment,
management of the Company believes that as of Deee81, 2008, the internal control system overrfaial reporting met those criteria.
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This annual report does not include an attestagport of the Compang’registered public accounting firm regarding in&rcontrol ove
financial reporting. Management’s report was ndfjsct to attestation by the Company’s registerdadipwaccounting firm pursuant to
temporary rules of the SEC that permit the Compgarprovide only management’s report in this anmapbrt.

Changes in Internal Control Over Financial Reporting

There has been no change in the Registrant’s @miteomtrol over financial reporting during the qeearended December 31, 2008 that has
materially affected, or is reasonably likely to erally affect, the Registrant’s internal contreeo financial reporting.

ltem 9B. OTHER INFORMATION
Not applicable.
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PART IlI
ITEM 10. EXECUTIVE OFFICERS AND CORPORATE GOVERNANCI
DIRECTORS,
Directors

The affairs of American Realty Investors, Inc. (“RRare managed by a Board of Directors. The Divestare elected at the annual
meeting of stockholders or are appointed by tharmzent Board and serve until the next annual mgetirstockholders or until a successor
been elected or appointed.

After December 31, 2003, a number of changes oedirrthe composition of the Board of DirectordA®tL, the creation of certain
Board Committees, the adoption of Committee chartbe adoption of a Code of Ethics for Senior Raia Officers, and the adoption of
Guidelines for Director Independence. Also, the position of the members of the Board of Directdrargged with the resignation of Earl D.
Cecil (on February 29, 2004), as well as the edeotif independent directors, Ted R. Munselle arak&hHunt, on February 20, 2004, and
Robert A. Jakuszewski on November 22, 2005.

It is the Board’s objective that a majority of tBeard consists of independent directors. For adboreto be considered independent, the
Board must determine that the Director does noetzany direct or indirect material relationship witRL. The Board has established
guidelines to assist it in determining directorépendence which conform to, or are more exactiag,tthe independence requirements in the
New York Stock Exchange listing rules. The indeparmk guidelines are set forth in A’s “Corporate Governance Guidelines.” The text of
this document has been posted on ARL’s Internesitelat http://www.amrealtytrust.coamd is available in print to any shareholder who
requests it. In addition to applying these guidedinthe Board will consider all relevant facts airdumstances in making an independence
determination.

ARL has adopted a code of conduct that appliedl Diectors, officers and employees, including puincipal executive officer,
principal financial officer, and principal accoumdiofficer. Stockholders may find our code of coctden our website by going to our website
address at http://www.amrealtytrust.comVe will post any amendments to the code of condiscwell as any waivers that are required to be
disclosed by the rules of the SEC or the New Yddck Exchange, on our website.

Our Board of Directors has adopted charters forAudit, Compensation, and Governance and Nominaiognmittees of the Board of
Directors. Stockholders may find these documentswirwebsite by going to the website address pt/Miww.amrealtytrust.comYou may
also obtain a printed copy of the materials reféteeby contacting us at the following address:

American Realty Investors, Inc.
Attn: Investor Relations
1800 Valley View Lane, Suite 300
Dallas, Texas 75234
Telephone: 469-522-4200

All members of the Audit Committee and the Goversand Nominating Committee must be independeatttirs. Members of the
Audit Committee must also satisfy additional indegence requirements, which provide (i) that they mat accept, directly or indirectly, any
consulting, advisory, or compensatory fee from Adrlany of its subsidiaries other than their Direstcompensation (other than in their
capacity as a member of the Audit Committee, tharBof Directors, or any other committee of the B®aand (i) no member of the Audit
Committee may be an “affiliated person” of ARL myaof its subsidiaries, as defined by the Secwritied Exchange Commission.

The current Directors of ARL are listed below, tthggr with their ages, terms of service, all posisi@and offices with ARL, its former
advisor (BCM), or current advisor (Prime), whiclokoover as contractual advisor for BCM on July @02, their principal occupations,
business experience, and directorships with othepanies during the last five years or more. Theégihation “Affiliated,” when used below
with respect to a
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Director, means that the Director is an officergdior, or employee of BCM or Prime, an officetAd®L, or an officer or director of an affiliate
of ARL. The designation “Independent,” when uselbWwewith respect to a Director, means that the &oeis neither an officer of ARL nor a
director, officer, or employee of BCM or Prime (bo&y be a director of ARL), although ARL may haeetain business or professional
relationships with such Director as discussed it Flaltem 13. “Certain Relationships and Relafe@dnsactions and Director Independence”.

TED P. STOKELY: Age 75, Director and Chairman of the Board (Adfi&) (since November 2002).

General Manager (since January 1995) of ECF Séfoasing Corporation, a nonprofit corporation; Gaehdianager (since
January 1993) of Housing Assistance Foundation, énnonprofit corporation; Part-time unpaid cotesut (since January 1993) and paid
consultant (April 1992 to December 1992) of Eldeeddousing Foundation, a nonprofit corporation; &ahManager (since April 2002)
of Unified Housing Foundation, Inc., a nonprofirgoration; Director (since April 1990 to Februar, 2007) and Chairman of the Board
(November 2002 to February 22, 2007) of Income @ity Realty Investors, Inc. (“IOT”) and Direct@ince 1990) and Chairman of
the Board (since January 1996) of TCI.

HENRY A. BUTLER: Age 58, Director (Affiliate) (since July 2003).

Broker—Land Sales (since July 2003) for Prime a®@21to June 2003 for BCM; Owner/Operator (19899610 of Butler
Interests, Inc.; Director of ARL; and Director (Becber 2001 to July 2003) of IOT.
SHARON HUNT: Age 66, Director (Independent) (since February 2004

Licensed Realtor in the Dallas, Texas area witlyiia Cook Realtors; President and Owner of Shar&nétzels, Inc. (until sold in
1997) a Dallas, Texas food products entity; Dire¢t®91 to 2000) of a 501(c)(3) non-profit corparatinvolved in the acquisition,
renovation and operation of real estate; and Dirggince February 2004) of TCI.

ROBERT A. JAKUSZEWSKI: Age 46, Director (Independent) (since November 2005

Vice President—Sales and Marketing (since Septerh®@8) of New Horizons Communications, Inc., Cotentl (January 1998—
September 1998) for New Horizon Communications,; IRegional Sales Manager (1996-1998) of Contindntading; Territory
Manager (1992-1996) of Sigvaris, Inc.; Senior S&epresentative (1988-1992) of Mead Johnson Naotiadi Division, USPNG; Sales
Representative (1986-1987) of Muro Pharmaceutioal; and Director of IOT since March 16, 2004.

TED R. MUNSELLE: Age 53, Director (Independent) (since February 2004

Vice President and Chief Financial Officer (sincet@er 1998) of Landmark Nurseries, Inc; PresigBeicember 2004 to August
2007) of Applied Educational Opportunities, LLC, educational organization which had career traisicigools located in the cities of
Richardson and Tyler; Certified Public Accountamipdoyed in the public accounting industry from 19iitil 1998 when he entered his
current employment; Director (since February 2@4)0f TCI.

Board Meetings and Committees

The Board of Directors held eleven meetings dugi®@8. For such year, no incumbent Director atteridegr than 78.0% of the
aggregate of (1) the total number of meetings bglthe Board during the period for which he hadnba®irector and (2) the total number of
meetings held by all committees of the Board onciviiie served during the periods that he served.

The Board of Directors has standing Audit, Compgasaand Governance and Nominating Committees.

Audit Committee. The current Audit Committee was formed on Fabyd 9, 2004, and its function is to review ARL|sepating and
accounting procedures. The charter of the Audit @dttee has also been adopted
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by the Board. The charter of the Audit Committees\@dopted on February 19, 2004 and is availabld@oompany’s investor relations
website (www.amrealtytrust.cojnThe Audit Committee is an “audit committee” faurposes of Section 3(a) (58) of the SecuritieshBrge
Act of 1934. The current members of the Audit Cotteei, all of whom are independent within the megrihthe SEC Regulations, the listing
standards of the New York Stock Exchange, Inc.,ARtd’s Corporate Governance Guidelines, are Mesktisuszewski and Munselle
(Chairman) and Ms. Hunt. Mr. Ted R. Munselle, a rhenof the Committee, is qualified as an Audit Cattee financial expert within the
meaning of SEC Regulations, and the Board hasmd&ted that he has accounting and related finantgalagement expertise within the
meaning of the listing standards of the New YoricBtExchange, Inc. All of the members of the Augiitimmittee meet the experience
requirements of the listing standards of the Ig@tandards of the New York Stock Exchange. TheitACiommittee met nine times during
2008.

Governance and Nominating CommitteeThe Governance and Nominating Committee ismesiple for developing and implementing
policies and practices relating to corporate goaece, including reviewing and monitoring implemeiota of ARL’s Corporate Governance
Guidelines. In addition, the Committee develops @wiews background information on candidateslierBoard and makes recommendations
to the Board regarding such candidates. The Comeidttso prepares and supervises the Bsamtual review of director independence an
Board’s performance self-evaluation. The ChartehefGovernance and Nominating Committee was adapteMarch 22, 2004. The current
members of the Committee are Messrs. Jakuszewskiifi@an), and Munselle and Ms. Hunt. The GovernamckNominating Committee met
once during 2008.

Compensation Committee. The Compensation Committee is responsible ferseeing the policies of the Company relating to
compensation to be paid by the Company to the Cagipa@rincipal executive officer and any other offis designated by the Board and make
recommendations to the Board with respect to sotibips, produce necessary reports and executirgeasation for inclusion in the
Company’s Proxy Statement in accordance with agblerules and regulations and to monitor the agrmknt and implementation of
succession plans for the principal executive offi@nd other key executives and make recommendattiotne Board with respect to such
plans. The charter of the Compensation Committesadapted on March 22, 2004, and is available erCitmpany’s Investor Relations
website ( www.amrealtytrust.comThe current members of the Compensation Comenétte Ms. Hunt (Chairman) and Messrs. Jakuszewski
and Munselle. All of the members of the CompensaBommittee are independent within the meaningnefisting standards of the NYSE &
the Company’s Corporate Governance Guidelines.Gdrapensation Committee is to be comprised of at iy directors who are
independent of Management and the Company. The €osation Committee met once during 2008.

The members of the Board of Directors on the dathis Report and the Committees of the Board oitlwkhey serve are identified
below:

Governance and

Audit Committee Nominating Committee Compensation Committes
Henry A. Butler
Sharon Hun 4 4 Chair
Robert A. Jakuszews 4 Chair v
Ted R. Munselle Chair v v

Ted P. Stokle

Presiding Director

In March 2004, the Board created a new positiopresiding director, whose primary responsibilitydgreside over periodic executive
sessions of the Board in which Management dire@odsother members of Management do not particifidte presiding director also advises
the Chairman of the Board and, as
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appropriate, Committee Chairs with respect to agerhd information needs relating to Board and Citteenmeetings, provides advice with
respect to the selection of Committee Chairs amfbpas other duties that the Board may from timénwe delegate to assist the Board in
fulfillment of its responsibilities.

In 2008, the non-management members of the Boasidrtted Ted R. Munselle as presiding directoetwesin this position until the
Company’s annual meeting of stockholders to be fwldwing the fiscal year ended December 31, 2009.

Determination of Director’s Independence

In February 2004, the Board adopted its Corporatee@ance Guidelines. The Guidelines adopted btad meet or exceed the new
listing standards adopted during that year by teesNork Stock Exchange. The full text of the Guide$ can be found on the Company’s
Investor Relations website ( www.amrealtytrust.com

Pursuant to the Guidelines, the Board undertoo#ritaial review of director independence in Marc@&@nd during this review, the
Board considered transactions and relationshipsdsst each director or any member of his or her idiate family and ARL and its
subsidiaries and affiliates, including those repominder Certain Relationships and Related Traiosedbelow. The Board also examined
transactions and relationships between directotkseir affiliates and members of ARL'’s senior magragnt or their affiliates. As provided in
the Guidelines, the purpose of such review wasterdhine whether such relationships or transactiere inconsistent with the determination
that the director is independent.

As a result of this review, the Board affirmativelgtermined of the then directors, Messrs. Munsaild Jakuszewski and Ms. Hunt are
each independent of the Company and its Manageuameletr the standards set forth in the Corporate avee Guidelines.

Executive Officers

Executive officers of the Company are listed belalvexcept one of whom are employed by Prime. Nafithe executive officers recei
any direct remuneration from the Company nor dotzoig any options granted by the Company. Theiitijpos with the Company are not
subject to a vote of stockholders. In additionhte following executive officers, the Company hagesal vice presidents and assistant
secretaries who are not listed herein. The ageastef service and all positions and offices wite Company, Prime, BCM, other entities,
other principal occupations, business experiendediectorships with other publicly held compardesing the last five years or more are set
forth below. No family relationships exists amonty ®f the executive officers or directors of thenGany.

DANIEL J. MOOS, 58

President and Chief Operating Officer (effectiverihp007) of ARL, TCI, 10T and (effective March 20pof Prime; Senior Vice
President and Business Line Manager of U.S. BaMS(R) working out of their offices in Houston, Texasm 2003 to April 2007;
Executive Vice President and Chief Financial Offiddeetcor Technologies a privately held transectirocessing company that was
headquartered in New Orleans, Louisiana from 199803; Senior Vice President and Chief Financiéicér, ICSA a privately held
internet security and information company headguad in Carlisle, Pennsylvania from 1996 to 1998} for more than five years prior
thereto was employed in various financial and ojiggaoles for PhoneTel Technologies, Inc. whictsvagpublicly traded
telecommunication company on the American StockhBrge headquartered in Cleveland, Ohio (1992 t6)1&8d LDI which was a
publicly traded computer equipment sales/servickamset leasing company listed on the NASDAQ aididpeartered in Corporation of
Cleveland, Ohio.

GENE S. BERTCHER, 60

“Executive Vice President (since February 2008) @hief Accounting Officer (since May 2008) of ther@pany, TCI and IOT.
Mr. Bertcher is also Chief Executive Officer (frddecember 2006 to present)
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and Chief Financial Officer (since January 2003) arDirector (from November 1989 to September 1&%6from June 1999 to present)
of New Concept Energy, Inc. (“NCE”), a Nevada cogtimn which has its common stock listed on the AMEIr. Bertcher has been
employed by NCE since November 1989. He has begeartified Public Accountant since 1973. Mr. Bertclsealso a Director, Vice
President and Treasurer (since March 24, 2009)rsef Equity Properties, Inc., a Nevada corporatigth securities registered under
Section 12(g) of the Exchange Act.”

LOUIS J. CORNA, 61

Executive Vice President, General Counsel/Tax Celusisd Secretary (since February 2004), Executice President—Tax
(October 2001 to February 2004), Executive Vicesilent—Tax and Chief Financial Officer (June 200 October 2001) and Senior
Vice President—Tax (December 2000 to June 200ARif, TCI, IOT and BCM; Executive Vice President,@eal Counsel/Tax
Counsel and Secretary (since February 2004), Execuice President—Tax (July 2003 to February 206f4Prime and PIAMI; Private
Attorney (January 2000 to December 2000); Vice iBesd—Taxes and Assistant Treasurer (March 1998 to Jgr€410) of IMC Global
Inc.; Vice President—Taxes (July 1991 to Febru&98) of Whitman Corporation. “Mr. Corna is also meator and Vice President
(since June 1, 2004) and Secretary (since Janda30D5) of First Equity Properties, Inc., a Nevadgporation with securities register
under Section 12(g) of the Exchange Act.”

ALFRED CROZIER, 56

Executive Vice President—Residential Constructg&inde November 2006) of ARL, TCI and IOT; Managiigector of
Development for Woodmont Investment Company GP, lof ©allas, Texas from November 2005 to Novembd&&2®resident of
Sterling Builders, Inc. of Spring, Texas from Oaol2003 to November 2005; Vice President of Westel@onstruction, Ltd. of
Houston, Texas from August 2001 to September 2668more than five years prior thereto, Mr. Crozigs employed by various firms
in the construction industry including, Trammello@r Residential (February 1995 through February 2@0@ The Finger Companies
(August 1991 through February 1995). Mr. Croziea I&ensed architect.

Officers

Although not an executive officer of the Compangeho Kim currently serves as Treasurer. His positiith the Company is not subje
to a vote of stockholders. His age, term of seraice all positions and offices with the Compan¥eotprincipal occupations, business
experience and relationships with other entitiesnduthe last five years or more are set forth elo

DAEHO KIM, 32

Treasurer (since October 29, 2008) of ARL, TCI &d. For more than five years prior thereto, MrnKlnas been employed by Prime in
various financial capacities including Cash Managet Assistant Director of Capital Markets.

Code of Ethics

ARL has adopted a code of ethics entitled “CodBudiness Conduct and Ethics” that applies to afiaors, officers, and employees
(including those of the contractual Advisor to ARL) addition, ARL has adopted a code of ethic#tledt“Code of Ethics for Senior Financial
Officers” that applies to the principal executiviiaer, president, principal financial officer, efifinancial officer, principal accounting officer,
and controller. The text of these documents has pested on ARL's internet website at http://wwwragitytrust.comand are available in
print to any stockholder who requests them.

Compliance with Section 16(a) of the Securities ERange Act of 1934

Under the securities laws of the United States, ARlirectors, executive officers, and any persouigling more than 10% of ARL’s
shares of common stock are required to report thveirership and any changes in that
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ownership to the Securities and Exchange Commig#ien‘Commission”). Specific due dates for themearts have been established and ARL
is required to report any failure to file by thekges. All of these filing requirements were sasby ARL'’s directors and executive officers
and 10% holders during the fiscal year ended Deee®b, 2008. In making these statements, ARL Hadren the written representations of
its incumbent Directors and executive officers #ad. 0% holders and copies of the reports that tieese filed with the Commission.

The Advisor

Although the Board of Directors is directly respiahes for managing the affairs of ARL and for segtithe policies, which guide it, the
day-to-day operations of ARL are performed by Primmeontractual advisor under the supervision ef8bard. The duties of the advisor
include, among other things, locating, investiggtievaluating, and recommending real estate antgage loan investment and sales
opportunities, as well as financing and refinana@ogrces. Prime also serves as consultant in ctionegith ARL'’s business plan and
investment policy decisions made by the Board.

Prime, an affiliate, is the contractual advisoARL. Prime is a single-member limited liability cpany, the sole member of which is
PIAMI, which is owned 80% by Realty Advisors, Iremd 20% by Syntek West, Inc. Realty Advisors, Is@wned 100% by a trust for the
benefit of the children of Gene E. Phillips. SynWlst, Inc. is owned 100% by Gene E. Phillips. Rtillips is not an officer or director of
Prime but serves as a representative of the Tisustyolved in regular consultation with the offiseand directors of Prime and has significant
influence over the conduct of Prime’s businesduitiag the rendering of advisory services and thestment decisions for Prime and for
ARL. See also “Directors, Executive Officers and@wate Governance”. As of March 5, 2009, Prime edvh,437,208 shares of ARL's
common stock, approximately 13.1% of the shares thestanding, and One Realco Stock Holdings, imlich is a wholly owned subsidiary
of Prime of which PIAMI is the sole member, owne&#500 shares of ARL common stock.

The Advisory Agreement provides for the advisordoeive monthly base compensation at the rate082%% per month (0.75% on an
annualized basis) of Average Invested Assets.

In addition to base compensation, Prime, an affilaf Prime, or a related party receives the foll@giforms of additional compensation:

1) an acquisition fee for locating, leasing or hasing real estate for ARL in an amount equal ¢oléisser of (a) the amount of
compensation customarily charged in similar arretsgth transactions or (b) up to 6.0% of the cok&quisition, inclusive of
commissions, if any, paid to non-affiliated brokers

2) a disposition fee for the sale of each equitiestment in real estate in an amount equal toetbsek of (a) the amount of
compensation customarily charged in similar arretsgth transactions or (b) 3.0% of the sales pri@aoh property, exclusive of fees, if
any, paid to non-affiliated brokers;

3) aloan arrangement fee in an amount equal & bfthe principal amount of any loan made to ARtanged by Prime;

4) an incentive fee equal to 10.0% of net incomrdte year in excess of a 10.0% return on stocldrslaquity, and 10.0% of the
excess of net capital gains over net capital Igstasy, realized from sales of assets;

5) a mortgage placement fee, on mortgage loangateg or purchased, equal to 50.0%, measuredcamalative basis, of the to
amount of mortgage origination and placement feesiortgage loans advanced by ARL for the fiscalyaad

6) a construction management fee equal to 6% afdbealled “hard costs” only of any costs of comstion on a completed basis,
based upon amounts set forth as approved on ahiteatccertificate issued in connection with suohstruction, which fee is payable at
such time as the applicable architect certifiegotosts for payment to third parties.
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The ARL Advisory Agreement further provides thainfr shall bear the cost of certain expenses @hitployees, excluding fees paid to
ARL'’s Directors; rent and other office expensedath Prime and ARL (unless ARL maintains office aaeparate from that of Prime); costs
not directly identifiable to ARL'’s assets, liabiéis, operations, business or financial affairs; awgtellaneous administrative expenses relating
to the performance by Prime of its duties underAteisory Agreement.

Effective July 1, 2005, the Company and Prime eaténto a Cash Management Agreement to furthenddfie administration of the
Company’s day-to-day investment operations, ratatiip contacts, flow of funds and deposit and bheimg of funds. Under the Cash
Management Agreement, all funds of the Companyeligered to Prime which has a deposit liabilitthe Company and is responsible for
payment of all payables and investment of all exdesds which earn interest at &l Street JournalPrime Rate plus 1% per annum, as set
quarterly on the first day of each calendar quaBerrowings for the benefit of the Company bear shme interest rate. The term of the Cash
Management Agreement is coterminous with the Adyiggreement, and it is automatically renewed egdr unless terminated with the
Advisory Agreement.

The terms of TCI's Advisory Agreement with Prime aot identical to those of ARL’s Advisory Agreemerhe provisions of TCI's
Advisory Agreement are:

1) The TCI Advisory Agreement provides for Primebresponsible for the day-tlay operations of TCI and to receive an advi
fee comprised of a gross asset fee of .0625% patm{d/5% per annum) of the average of the grosstaslue (total assets less
allowance for amortization, depreciation or depletand valuation reserves) and an annual net indeenequal to 7.5% of TCI’s net
income;

2) The TCI Advisory Agreement also provides fomRito receive an annual incentive sales fee equE).0% of the amount, if
any, by which the aggregate sales consideratioalfoeal estate sold by TCI during such fiscalryeeceeds the sum of: (1) the cost of
each such property as originally recorded in T®GbBsks for tax purposes (without deduction for defatgon, amortization or reserve for
losses), (2) capital improvements made to suchtsadseing the period owned, and (3) all closingtgogncluding real estate
commissions) incurred in the sale of such realtestaovided, however, no incentive fee shall bie paless (a) such real estate sold in
such fiscal year, in the aggregate, has producei# simple annual return on the net investmeasitiing capital improvements,
calculated over the holding period before depramicand inclusive of operating income and salesicaration and (b) the aggregate net
operating income from all real estate owned fohezfcdhe prior and current fiscal years shall bieast 5.0% higher in the current fiscal
year than in the prior fiscal year;

3) Pursuant to the TCI Advisory Agreement, Printeqo affiliate of Prime, is to receive an acquaitcommission for supervising
the acquisition, purchase or long-term lease dfestate equal to the lesser of (1) up to 1.0%efdost of acquisition, inclusive of
commissions, if any, paid to nonaffiliated brokerg2) the compensation customarily charged in af@ngth transactions by others
rendering similar property acquisition serviceeaongoing public activity in the same geographioeation and for comparable
property, provided that the aggregate purchase pfieach property (including acquisition fees ezl estate brokerage commissions)
may not exceed such property’s appraised valueatisition;

4) The TCI Advisory Agreement requires Prime or affiliate of Prime to pay to TCI, one-half of angmpensation received from
third parties with respect to the origination, gaeent or brokerage of any loan made by TCI; prayit@wever, that the compensation
retained by Prime or any affiliate of Prime shait exceed the lesser of (1) 2.0% of the amourtt@idan commitment or (2) a loan
brokerage and commitment fee which is reasonatddainunder the circumstances;

5) The TCI Advisory Agreement also provides thatrferor an affiliate of Prime is to receive a moggar loan acquisition fee wi
respect to the acquisition or purchase of any iexjshortgage loan by TCI equal to the lesser ofl(096 of the amount of the loan
purchased or (2) a brokerage or commitment feetisiceasonable and fair under the circumstanaesh e will not be paid in
connection with the origination or funding of anypryage loan by TCI,
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6) Under the TCI Advisory Agreement, Prime or afiliafe of Prime also is to receive a mortgage leralge and equity refinancing
fee for obtaining loans or refinancing on propergual to the lesser of (1) 1.0% of the amouth@foan or the amount refinanced or
(2) a brokerage or refinancing fee which is reabtmand fair under the circumstances; provided,éwaw, that no such fee shall be paid
on loans from Prime or an affiliate of Prime withde approval of TCI's Board of Directors. No fdeall be paid on loan extensions;

7) The TCI Advisory Agreement also provides foragdtivities in connection with or related to constion for TCI and its
subsidiaries, Prime shall receive a fee equal ta6%e so-called “hard costs” only of any costgoifistruction on a completed basis,
based upon amounts set forth as approved on ahiteatccertificate issued in connection with suohstruction, which fee is payable at
such time as the applicable architect certifiegotiosts for payment to third parties. The phrdmsed costs” means all actual costs of
construction paid to contractors, subcontractodsthind parties for materials or labor performegas of the construction but does not
include items generally regarded as “soft costs$yitiv are consulting fees, attorneys’ fees, architat fees, permit fees and fees of other
professionals;

8) Under the TCI Advisory Agreement, Prime receikgmbursement of certain expenses incurred bytié performance of
advisory services; and

9) Under the TCI Advisory Agreement, all or a pontiof the annual advisory fee must be refundechbyrdvisor if the Operating
Expenses of TCI (as defined in the Advisory Agrerthexceed certain limits specified in the Adviséwgreement based on the book
value, net asset value, and net income of TCI dute fiscal year.

Effective July 1, 2005, TCI and Prime entered mtGash Management Agreement substantially in thre $arm and with the same ter
as the Cash Management Agreement between ARL ame Pr

If and to the extent that ARL shall request Prioreany director, officer, partner, or employee dfte, to render services to ARL other
than those required to be rendered by Prime uihgefAdvisory Agreement, such additional servicepeifformed, will be compensated
separately on terms agreed upon between suchgattpRL from time-to-time.

The Advisory Agreement automatically renews frorary-year unless terminated in accordance witteitsis. ARL's management
believes that the terms of the Advisory Agreemeetad least as fair as could be obtained from uizaéfd third parties.

Situations may develop in which the interests ofLAdRe in conflict with those of one or more dirastor officers in their individual
capacities or of Prime, or of their respectiveliatfies. In addition to services performed for AR, described above, Prime actively provides
similar services as agent for, and advisor to, rathal estate enterprises, including persons atitlesninvolved in real estate development and
financing, including TCI. The Advisory Agreemenbpides that Prime may also serve as advisor ta ethigies.

As advisor, Prime is a fiduciary of ARL’s publicvestors. In determining to which entity a particutevestment opportunity will be
allocated, Prime will consider the respective itrent objectives of each entity and the appropmizds of a particular investment in light of
each such entity’s existing mortgage note andestte portfolios and business plan. To the exeytparticular investment opportunity is
appropriate to more than one such entity, suchsimvent opportunity will be allocated to the enthgt has had funds available for investment
for the longest period of time, or, if appropridtee investment may be shared among various entiee Part 111, Item 13. “Certain
Relationships and Related Transactions, and Diréctiependence.”

The managers and principal officers of Prime atdéa¢h below:

Mickey N. Phillips—Manager
Ryan T. Phillips—Manager
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Daniel J. Moos—President and Chief Operating Office

Gene S. Bertcher—Executive Vice President and Gkiebunting Officer

Louis J. Corna—Executive Vice President—Tax, Gen@oainsel/Tax Counsel and Secretary
Alfred Crozier—Executive Vice President—ResidenGainstruction

Mickey N. Phillips is the brother of Gene E. Plpdli and Ryan T. Phillips is the son of Gene E.lipkilGene E. Phillips indirectly owns
20.0% of Prime and serves as a representativeedfult established for the benefit of his childrehich indirectly owns 80.0% of Prime and,
in such capacity, has substantial contact withmtlh@agement of Prime and input with respect toatfopmance of advisory services for ARL.

Property Management and Real Estate Brokerage

Affiliates of Prime provide property managementvgzes to ARL. Currently, Triad provides property magement services to ARL'’s
properties for a fee of 6.0% or less of the monttyss rents collected on the residential propettieer its management and 3.0% or less of
the monthly gross rents collected on the commepeigberties under its management. Triad subcostrgith other entities for the provision of
the property-level management services at variatesr The general partner of Triad is PIAMI. Timeited partner of Triad is HRS Holdings
LLC (“HRSHLLC"). Triad subcontracts the propertyvtd management and leasing of ARL's commercial prips (shopping centers, office
buildings and individual warehouses) to Regis lichhs entitled to receive property and construttisanagement fees and leasing
commissions in accordance with the terms of itperty-level management agreement with Triad. REgil |, LLC, manages ARL’s hotels.
The sole member of Regis | and Regis Hotel |, LEEIRSHLLC.

Regis |, a related party, provides real estate dnaxye services to ARL and receives brokerage cosionis in accordance with the
Advisory Agreement.

ITEM 11. COMPENSATION
EXECUTIVE

ARL has no employees, payroll, or benefit plangl pays no compensation to its executive officehe Directors and executive officers
of ARL who are also officers or employees of Priane compensated by Prime. Such affiliated Direcios executive officers perform a
variety of services for Prime and the amount oifrtbempensation is determined solely by Prime. Britnes not allocate the cash compens
of its officers among the various entities for whitserves as advisor. See Part Ill, Item 10. ébliors, Executive Officers and Corporate
Governance” for a more detailed discussion of carepton payable to Prime by ARL.

The only direct remuneration paid by ARL is to taddirectors who are not officers or employees ahBror its affiliated companies.
Each non-employee Director is compensated at teeofeb45,000 per year, plus $300 per Audit Coneritneeting attended. The Chairman of
the Board of Directors is compensated at the rb$8,500 per year Also, each non-employee Directoeives an additional fee of $1,000 per
day for any special services rendered outsideaf drdinary duties as Director, plus reimbursenodréxpenses. During 2008, $194,900 was
paid to non-employee Directors in total Directde®s for all services including the annual feesfenvice during the period January 1, 2008
through December 31, 2008, the fees paid to theetdirs are as follows: Sharon Hunt, $48,300; Robedtakuszewski, $48,300, Ted R.
Munselle, $48,800 and Ted P. Stokely, $49,500.

In January 1999, stockholders approved the Direcg&tock Option Plan (the “Director’s Planfjhich provides for options to purchase
to 40,000 shares of common stock. Options grantiesliant to the Director’s Plan are immediately eisable and expire on the earlier of the
first anniversary of the date on which a Directeases to be a Director or ten years from the dajeanat. On January 1, 2003, 2004, 2005 total
options granted were 1,000, 2,000 and 4,000, réispbc In December 2005, the Director’s Plan wasrtinated. At
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December 31, 2008, options covering 5,000 shareaireoutstanding which consists of an option fdd $Bares exercisable at $8.09 per share,
an option for 100 shares exercisable at $9.13hmmesand an option for 3,000 shares exercisal#8.@0 per share. These options expire
between 2013 and 2015.

In January 1998, stockholders approved the 199akSdption Plan (the “Option Plan”), which provides options to purchase up to
300,000 shares of common stock. This plan was texted in 2005. Effective July 1, 2008, all outsiagdptions under this plan expired.

ITEM 12. OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER
SECURITYMATTERS

Securities Authorized for Issuance Under Equity Corpensation Plans
The following table provides information as of Detdger 31, 2008 regarding compensation plans undethveuity securities of ARL

are authorized for issuance.
Equity Compensation Plan Information

Number of Securities
Remaining Available for

Number of Securities to Weighted-Average Future Issuance Under Equity
be Issued Upon Exercist Exercise Price of
Outstanding Options, Compensation Plans
of Outstanding Options, (Excluding Securities
Plan Category Warrants and Rights Warrants and Rights Reflected in Column) (a)
. _ @) (b) ©
Equity compensation plans
approved by security holde 5,00( $ 9.2¢ —

See NOTE 12. “STOCK OPTIONS?” for information regiaugithe material features of the above plans.

Security Ownership of Certain Beneficial OwnersThe following table sets forth the ownershipA#L’'s common stock both
beneficially and of record, both individually amdthe aggregate, for those persons or entities kripwARL to be the owner of more than 5.
of the shares of ARL’s common stock as of the clufdsusiness on March 5, 2009.

Approximate

Amount and Nature Percent of Clas:

Name and Address of Beneficial Owner of Beneficial @
International Health Products, Ir 768,81° 6.84%
1755 Wittington Placi

Suite 34C

Dallas, Texas 7523
Prime Income Asset Management, Inc.

1800 Valley View Lan¢
Suite 30C
Dallas, Texas 7523

Transcontinental Realty Investors, Inc.

1800 Valley View Lane
Suite 30C
Dallas, Texas 752