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HOME2 SUITES, NASHVILLE, TN




CORPORATE PROFILE Apple REIT Nine, Inc. is a real

estate investment trust (REIT) focused on the acquisition and ownership of income-
producing real estate that generates attractive returns for our shareholders. Our
hotels operate under the Courtyard® by Marriott®, Fairfield Inn® by Marriott®,
Fairfield Inn & Suites® by Marriott®, Marriott® Hotels & Resorts, Residence Inn® by
Marriott®, SpringHill Suites® by Marriott®, TownePlace Suites® by Marriott®, Embassy
Suites Hotels®, Hilton®, Home2 Suites by Hilton®, Homewood Suites by Hilton®,
Hilton Garden Inn®, Hampton Inn®, and Hampton Inn & Suites® brands. The Apple
REIT Nine portfolio consists of 89 hotels with a total of 11,371 guestrooms in 27
states. MISSION Apple REIT Nine, Inc. is a premier real estate

investment company committed to providing maximum value for our shareholders.

(in thousands, except per share and statistical datal)

Operating results for the years ended December 31, 2012 2011
TOTAL REVENUE $365,586  $320,500
NET INCOME $75,476  $69,988
FUNDS FROM OPERATIONS (4] $128,224  $119,803
MODIFIED FUNDS FROM OPERATIONS (A) $130,983  $118,920
DISTRIBUTIONS PAID PER SHARE (3) $1.60 $0.88
WEIGHTED-AVERAGE SHARES OUTSTANDING 182,222 182,396
REVENUE PER AVAILABLE ROOM (ReVPAR) $80 $74

Balance sheet data as of December 31, 2012 2011
INVESTMENT IN REAL ESTATE, NET $1,463,894 $1,480,722
TOTAL ASSETS $1,526,017 $1,700,967
SHAREHOLDERS’ EQUITY $1,346,133  $1,563,590

[A) Funds from operations (FFO) is defined as net income (computed in accordance with generally accepted accounting
principles—GAAP) excluding gains and losses from sales of depreciable property, plus depreciation and amortization.
Modified funds from operations (MFFO) excludes rental revenue earned but not received during the period or sfraightline
renfal income and costs associated with the acquisition of real estate, and includes inferest earned on a nofe receivable that
is not included in net income. The Company considers FFO and MFFO in evaluating property acquisitions and its operating
performance and believes that FFO and MFFO should be considered along with, but not as an alterative to, net income and
cash flows as a measure of the Company’s activities in accordance with GAAP. The Company considers FFO and MFFO
as supplemental measures of operating performance in the real esfate indusiry, and along with the other financial measures
including net income, cash flow from operating acfivities, financing activities and investing activities, they provide invesfors
with an indication of the performance of the Company. The Company’s definition of FFO and MFFO are not necessarily the
same as such terms that are used by other companies. FFO and MFFO are not necessarily indicative of cash available o
fund cash needs.

(B) 2012 distributions include a Special Disfribution of $0.75 per share in May 2012.
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@ care
SHAREHOLDER,

Apple REIT Nine, Inc. is dedicated to the protection of
shareholder investments, the distribution of aftractive returns
and increasing shareholder value through the steady
improvement of hotel performance. In 2012, hotel
operations continued fo recover from the recessionary
environment of 2009 and 2010. Our conservative strategy
has guided our operations and is evident in the strength of
our balance sheet, our ability to remain profitable during
fluctuating real estate cycles and our portfolio of high-quality
hotels. Apple REIT Nine is off to a positive start in 2013 and

| remain confident in the long-term success of our program.

The Apple REIT Nine portfolio of lodging real estate includes
89 Marriott®- and Hilton®branded hotels, with 11,371
guestrooms, that are diversified across 27 states and represent
some of the strongest full-service, extended-stay and select-
service brands in the hotel industry. In collaboration with our
third-party management teams, our asset managers diligently
work to maximize hotel performance through effective
pricing strategies, efficient operations, superior hospitality
service and strategic property renovations. As a result,

our hotels are leaders within their respective markets and
for the 12-month period ending December 31, 2012,

our properties achieved an average occupancy rate of 72
percent, an average daily rate (ADR) of $111 and revenue
per available room (RevPAR) of $80. In 2012, RevPAR
increased by approximately eight percent as compared

to the previous year, driven by a three percent increase

in occupancy and a four percent increase in ADR. Hotel
industry analysts have projected demand for travel will
continue to outpace the level of new supply in 2013,
providing the potential for additional increases in nightly
rates. Our team will continue to aggressively pursue
additional opportunities for revenue growth and as various
activities from college graduations and sporting competitions
to area festivals and national events occur within our markets
we will strive towards an optimal balance of occupancy and

ADR that will maximize RevPAR throughout the year.

Each year capital is strategically allocated to the renovation
of select properties with the intent to elevate our hotels to the

top of their market tier by integrating the innovative interiors,

2 APPLE REIT NINE

green initiatives and modern amenities for which the

Marriott® and Hilton® brands are known. Historically, we have
invested approximately $48 million in the renovation of our
hotels and in 2012, the Company allocated $16 million to
a variety of property improvement projects as well as major
renovations of our Hilton Garden Inn® in Lafayette, LA,

our Hilton Garden Inn® in West Monroe, LA, our Hilton
Garden Inn® in Twinsburg, OH, our Hampton Inn & Suites®
in Arlington, TX, our SpringHill Suites® by Marriott® in
Andover, MA, our Hampton Inn® in St. Louis, MO, our
Courtyard® by Marriott® in West Orange, NJ, our Hampton
Inn & Suites® in Texarkana, TX and our full-service Hilton®
in Dallas, TX. As we seek to increase the value of your
investment over the long term, additional capital

improvement projects are underway or planned for 2013.

On April 27, 2012, Apple REIT Nine completed the sale
of 110 parcels of land in the Ft. Worth, TX area. The
Company originally made this investment in 2009

for $147 million. Through a lease agreement for the land,
the sites received rent of approximately $47 million while
under our ownership and were sold in 2012 for a fotal

of approximately $198 million, including a $60 million
note that continues to provide returns for the Company.

As a result of this transaction, in May of 2012, the Company
made a Special Distribution to shareholders of $0.75 per
share and the liquidation preference of each share was
reduced by the amount of the Special Distribution, from
$11.00 to $10.25 per share. To reflect the Special
Distribution, the Company’s Board of Directors adjusted the
annualized distribution rate from $0.88 per share to $0.83
per share. We believe this investment provided a unique
opportunity to increase profitability during our initial
acquisition phase while the sale provided a return that
could otherwise take several years to achieve and returned
our portfolio of real estate to our core ownership strategy

of outstanding hospitality assets.

In 2012, Apple REIT Nine achieved modified funds from
operations (MFFO) of approximately $131.0 million,
or approximately $0.72 per share, an increase of

approximately ten percent as compared to MFFO achieved
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in 2011 of $118.9 million, or $0.65 per share. Although
the Company has experienced improvements in hotel
operations, unexpected costs associated with ongoing
litigation, an unsolicited tender offer and unfavorable media
attention had a negative impact on earnings in 2011 and
2012. The Company paid distributions of approximately
$1.60 per share in 2012, including the $0.75 Special
Distribution in May. Since the time of the Company’s first
distribution payment through the end of 2012, we have paid
approximately $640 million in distributions, or approximately
$4.75 per share to those who have been shareholders of the
Company since our initial closing, including the $136
million Special Distribution. The Company has achieved
since its beginning total MFFO of approximately $348
million and total net income of approximately $181 million.!
Our annualized distribution rate of $0.83 per share is
closely monitored, taking into account varying economic
cycles and capital improvements, as well as current and
projected hotel performance and adjustments may be made

as needed based on available cash resources.

Apple REIT Nine is purposely structured as a non-traded
public REIT, a long-term commercial real estate investment
option with annual dividend income. Due to the nature

of our structure and as contemplated when it began,

our program is currently closed to new investors and liquidity
is very limited during the cycle of our REIT. In time,

the Company will seek a strategic liquidity event based

on market conditions that will maximize shareholder value.
In the interim, the Company provides a Unit Redemption
Program to shareholders who may unexpectedly need access
to their funds during the cycle of our REIT; however, the
program is limited in the amount of redemptions it can
provide based on the tender offer rules set forth by the
Securities and Exchange Commission and the amount of
cash the Company is able to allocate to redemptions.

In general, to minimize debt and maintain the long-term

structure and integrity of the investment for all of our
shareholders, the Company strives to match funds used for
redemptions to the amount of proceeds received through its
Dividend Reinvestment Plan (DRIP). Beginning with the
Company'’s July 20, 2011 redemption payment, the level
of requests for the redemption of shares through our Unit
Redemption Program exceeded funds allocated to that
purpose and the Company began making redemptions on
a pro-ata basis, subject to guidelines as outlined in the
Offering Prospectus or as otherwise adopted by our Board
of Directors. As contemplated in the program, over the
course of 2012, the Company paid a total of approximately
$52 million in redemption requests. The Company’s first
redemption payment was made in 2009 and by the end

of 2012 we had paid a total of $101.2 million in the
redemption of shares and raised approximately $109.1
million through the DRIP. At January 22, 2013, the most
recent quarterly redemption date, a total of $114 million

in redemptions had been requested but not yet paid.

Our team has remained committed to our long-term
shareholder objectives and in 2012, operations across

our portfolio improved, capital was strategically allocated

to the beautiful renovation of select hotels and we provided
attractive shareholder distributions while maintaining one

of the lowest debt levels in our industry. As hotel industry
analysts have projected continued improvements across
lodging fundamentals this year, | am confident our Company
is well positioned for the future. As always, thank you for

your investment in Apple REIT Nine.

Sincerely,

Chairman and Chief Executive Officer

ANNUAL REPORT 2012 3
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e Apple REIT Nine property

® Apple REIT Nine owns more than
one property in this market
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Our 224-room Hilton® in Dallas, TX, is located within the upscale University Park area, just three miles from Southern
Methodist University and the Art Institute of Dallas. Our 2012 renovations upheld the area’s elegant cowboy atmosphere
and incorporated the latest in modern travel amenities.



SPRINGHILL SUITES, ALEXANDRIA, VA

AS AN APPLE REIT
NINE SHAREHOLDER,
we encourage you fo stay
informed, ask questions and
know your investment. In addition
to our correspondences and our
website, www.applereitnine.com,
there are a number of resources
available to you including our
Prospectus and our filings with
the Securities and Exchange
Commission which can

be found at www.sec.gov.

The Apple REIT Nine portfolio of hotels represents two hotel industry leaders, Marriott® and Hilton®. Our team is
committed to enriching our business relationship with these brands and we are pleased to announce that Apple REIT
Nine was the recipient of the Outstanding Contributor Award by Marriott® in 2012 for embodying the spirit of Marriott
International’s philosophy through our participation in the Marriott® training programs, development, brand initiatives
and leadership. We are proud to support Marriott® and Hilton® as these award-winning brands continue to excel

within the industry and among guests.

A sampling of 2012 awards:

* Marrioft® was selected as the World's Most Admired Company in the Lodging Industry for the 13th year and one of
the 100 Best Companies to Work For by Forfune magazine.

¢ Hilton Garden Inn® and SpringHill Suites® by Marriott® tied for the highest ranking among upscale brands
by J.D. Power and Associates in their 2012 North America Hotel Guest Satisfaction Index StudySM.

¢ Hilton® was selected as the Best Business Hotel Chain in North America by readers of Business Traveler magazine.

® Homewood Suites by Hilton® received the highest ranking among extended-stay brands by J.D. Power and
Associates in their 2012 North America Hotel Guest Satisfaction Index StudySM.

* TownePlace Suites® by Marriott® received the highest ranking among mid-price, extended-stay brands by
Business Travel News magazine in their 2012 Hotel Chain Survey.

* The Marriott® Rewards program was named Program of the Year for the Americas at the 2012 Freddie Awards.
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UNITED STATES
SECURITIESAND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

X1 Annual report pursuant to section 13 or 15(d) of the Securities Exchange Act of 1934
For thefiscal year ended December 31, 2012
or
O Transition report pursuant to section 13 or 15(d) of the Securities Exchange Act of 1934

Commission File Number 000-53603

APPLE REIT NINE, INC.

(Exact name of registrant as specified in its charter)

VIRGINIA 26-1379210
(State of Organization) (I.R.S. Employer Identification Number)
814 EAST MAIN STREET
RICHMOND, VIRGINIA 23219
(Addressof principal executive offices) (Zip Code)

(804) 344-8121
(Registrant’stelephone number, including ar ea code)

Securitiesregistered pursuant to Section 12 (b) of the Act: None
Securitiesregistered pursuant to Section 12 (g) of the Act:
Units (Each Unit isequal to one common share, no par value, and one Series A preferred share)

Indicate by check mark if the registrant is awell-known seasoned issuer, as defined in Rule 405 of the SecuritiesAct. Yes O No

Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes O No

Indicate by check mark whether the registrant (1) hasfiled al reports required to befiled by Section 13 or 15(d) of the Securities Exchange Act of 1934 during
the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the
past 90 days. Yes No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to
be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the
registrant was required to submit and post such files). Yes[Xl NoO

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (8229.405 of this chapter) is not contained herein, and will not
be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by referencein Part 111 of this Form 10-K or any

amendment to this Form 10-K.

Indicate by check mark whether the registrant is alarge accelerated filer, an accelerated filer, a non-accel erated filer, or a smaller reporting company. Seethe
definitions of “large accelerated filer,” “accelerated filer” and “ smaller reporting company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer O Accelerated filer O Non-accelerated filer Smaller reporting company [
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes OO No

Thereis currently no established public trading market in which the Company’s common shares are traded. Based upon the price that the Company’s common
equity last sold through its dividend reinvestment plan, which was $10.25, on June 30, 2012, the aggregate market value of the voting common equity held by non-
affiliates of the Company on such date was $1,868,472,000. Also, in June 2012, there were 74,010 Units acquired at $6.25 per Unit through atender offer. The
Company does not have any non-voting common equity.

The number of common shares outstanding on March 1, 2013 was 182,364,367.

Documents I ncor porated by Reference

Theinformation required by Part |11 of thisreport, to the extent not set forth herein, isincorporated by reference from the Company’s definitive proxy statement
for the annual meeting of shareholdersto be held on May 16, 2013.
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This Form 10-K includes references to certain trademarks or service marks. The Courtyard® by Marriott, Fairfield Inn® by Marriott, Fairfield Inn and Suites®
by Marriott, TownePlace Suites® by Marriott, SpringHill Suites® by Marriott, Residence Inn® by Marriott and Marriott® trademarks are the property of Marriott
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trademark or service mark symbol has been omitted but will be deemed to be included wherever the above referenced terms are used.




PART |

This Annual Report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the
Securities Exchange Act of 1934, asamended. Forward-looking statements are typically identified by use of terms such as“may,” “believe,” “expect,” “ anticipate,”
“intend,” “estimate,” “project,” “target,” “goal,” “plan,” “should,” “will,” “predict,” “ potential,” and similar expressions that convey the uncertainty of future events
or outcomes. Such statements involve known and unknown risks, uncertainties, and other factors which may cause the actual results, performance, or achievements
of Apple REIT Nine, Inc. (the*Company”) to be materially different from future results, performance or achievements expressed or implied by such forward-looking
statements. Such factorsinclude, but are not limited to, the ability of the Company to implement its acquisition strategy and operating strategy; the Company’s
ability to manage planned growth; changes in economic cycles; financing risks; the outcome of current and future litigation, regulatory proceedings or inquiries;
changesin laws or regulations or interpretations of current laws and regulations that impact the Company’s business, assets or classification asareal estate
investment trust; and competition within the hotel and real estate industry. Although the Company believes that the assumptions underlying the forward-looking
statements contained herein are reasonabl e, any of the assumptions could be inaccurate, and therefore there can be no assurance that such statementsincluded in
this Annual Report will proveto be accurate. Inlight of the significant uncertaintiesinherent in the forward-looking statementsincluded herein, the inclusion of such
information should not be regarded as a representation by the Company or any other person that the results or conditions described in such statements or the
objectives and plans of the Company will be achieved. In addition, the Company’s qualification asareal estate investment trust involves the application of highly
technical and complex provisions of the Internal Revenue Code. Readers should carefully review the Company’s financial statements and the notes thereto, as well
astherisk factors described in the Company’s filings with the Securities and Exchange Commission (“SEC”) and Item 1A inthisreport. Any forward-looking
statement that the Company makes speaks only as of the date of thisreport. The Company undertakes no obligation to publically update or revise any forward-
looking statements or cautionary factors, as aresult of new information, future events, or otherwise, except asrequired by law.

Item 1. Business

The Company isa Virginia corporation that was formed in November 2007 to invest in income-producing real estate in the United States. Initial capitalization
occurred on November 9, 2007, with itsfirst investor closing under its best-efforts offering of Units (each Unit consists of one common share and one Series A
preferred share) on May 14, 2008. The Company began operations on July 31, 2008 when it purchased itsfirst hotel. The Company completed its best-efforts offering
of Unitsin December 2010. Asof December 31, 2012, the Company owned 89 hotels operating in 27 states.

In April 2012, the Company completed the sale of its 406 acres of land and land improvements located on 110 sitesin the Ft. Worth, Texas area (the “ 110
parcels’) for atotal sale price of $198.4 million. The 110 parcels were acquired in April 2009 for atotal purchase price of $147.3 million and were leased to a subsidiary
of Chesapeake Energy Corporation under along term lease for the production of natural gas. In conjunction with the sale, the Company received approximately
$138.4 million in cash proceeds and issued a note receivabl e totaling $60.0 million to the purchaser.

The Company has elected to be treated as areal estateinvestment trust (“REIT”) for federal income tax purposes. The Company has wholly-owned taxable
REIT subsidiaries, which lease all of the Company’s hotels from wholly-owned qualified REIT subsidiaries. The hotels are operated and managed by affiliates of
Dimension Development Two, LLC (“Dimension”), Gateway Hospitality Group, Inc. (“ Gateway”), Hilton Management LLC (“Hilton”), Intermountain Management,
LLC (“Intermountain”), LBAM-Investor Group, L.L.C. (“LBA”), Fairfield FMC, LLC and SpringHill SMC, LLC, subsidiaries of Marriott International (“Marriott”),
MHH Management, LLC (“McKibbon™), Raymond Management Company, Inc. (“Raymond”), Stonebridge Realty Advisors, Inc. (“ Stonebridge”), Tharaldson
Hospitality Management, LLC (“Tharaldson”), VistaHost, Inc. (“Vista'), Texas Western Management Partners, L.P. (“Western”) and White Lodging Services
Corporation (“White") under separate hotel management agreements.

The Company has no foreign operations or assets and its operating structure includes only one segment. The consolidated financial statementsinclude the
accounts of the Company and its subsidiaries. All intercompany accounts and transactions have been eliminated. Refer to Part |1, Item 8 of this report, for the
consolidated financial statements.
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Website Access

The address of the Company’s Internet website is www.applereitnine.com. The Company makes available free of charge through its Internet website its annual
report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports filed or furnished pursuant to section 13(a) or 15
(d) of the Securities Exchange Act of 1934, as amended, as soon as reasonably practicable after the Company electronically files such material with, or furnishesit to,
the SEC. Information contained on the Company’s website is not incorporated by reference into this report.

Business Objectives

The Company’s primary objective isto enhance shareholder value by increasing funds from operations and cash available for distributions through internal
growth and selective hotel renovation. The Company’s acquisition strategy, substantially complete as of December 31, 2012, included purchasing underdevel oped
hotels and hotelsin underdevel oped markets with strong brand recognition, high levels of customer satisfaction and the potential for cash flow growth. Although
the Company’s primary focusis hotels, the Company has pursued other advantageous buying opportunities for income producing real estate, including the
acquisition and subsequent sale of the 110 parcels. Theinternal growth strategy includes utilizing the Company’s asset management expertise to improve the
performance of the Company’s hotels by aggressively managing room rates, partnering with industry leadersin hotel management and franchising the hotelswith
leading brands, thereby improving revenue and operating performance of each hotel initsindividual market. When cost effective, the Company renovatesits
propertiesto increaseits ability to competein particular markets. Although there are many factors that influence profitability, including national and local economic
conditions, the Company believesits completed acquisitions, planned renovations and strong asset management of its portfolio will continue to improve financial
results over the long-term, although there can be no assurance of these results.

As of December 31, 2012, the Company owned 89 hotels (one acquired during 2012, 11 acquired and one newly constructed hotel opened during 2011, 43
acquired during 2010, 12 acquired during 2009 and 21 acquired during 2008).

The Company is currently engaged in a project for the development of adjoining Courtyard and Residence Inn hotels on asingle site located in downtown
Richmond, Virginia, which is expected to beginin early 2013 and be compl eted within two years. The Company expectsto spend atotal of approximately $30 million
to develop the hotels and has spent approximately $1.1 million in devel opment costs as of December 31, 2012.

Financing

The Company has 17 notes payable, 14 that were assumed with the acquisition of hotels and three that were originated during 2012. These notes had atotal
outstanding balance of $165.2 million ($163.2 million of secured debt and $2.0 million of unsecured debt) at December 31, 2012; maturity dates ranging from June 2015
to October 2032 and stated interest rates ranging from 0% to 6.9%. The Company also has a $50 million unsecured credit facility (the“Credit Agreement”) with a
commercial bank that is available for working capital, hotel renovations and development and other general corporate purposes, including the payment of
redemptions and distributions. The credit facility may be increased to $100 million, subject to certain conditions. Under the terms of the Credit Agreement, the
Company may make voluntary prepaymentsin whole or in part, at any time. The Credit Agreement maturesin November 2014; however, the Company has theright,
upon satisfaction of certain conditions, including covenant compliance and payment of an extension fee, to extend the maturity date to November 2015. |nterest
payments are due monthly and the interest rate, subject to certain exceptions, is equal to the one-month LIBOR (the London Inter-Bank Offered Rate for aone-month
term) plus amargin ranging from 2.25% to 2.75%, depending upon the Company’s leverage ratio, as calculated under the terms of the Credit Agreement. The
Company is also required to pay an unused facility fee of 0.30% or 0.40% on the unused portion of the revolving credit facility, based on the amount of borrowings
outstanding during the quarter. Asof December 31, 2012, there were no borrowings outstanding under the credit facility.

The Company’s cash balances at December 31, 2012 totaled $9.0 million. The Company’s principal sources of liquidity are cash on hand, the operating cash
flow generated from the Company’ s properties, interest received on the Company’s note receivables and its $50 million revolving credit facility. The Company
anticipates that cash on hand, cash flow from operations, interest received from notes receivables and availability under itsrevolving credit facility will be adequate
to meet its anticipated liquidity requirements, including debt service, capital improvements, its one development project, required distributions to
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shareholders (the Company is not required to make distributions at its current rate for REIT purposes), and planned Unit redemptions. The Company intendsto
maintain arelatively stable distribution rate instead of raising and lowering the distribution rate with varying economic cycles. If cash flow from operations and the
credit facility are not adeguate to meet liquidity requirements, the Company will attempt if necessary to utilize additional financing to achieve this

objective. Although the Company hasrelatively low levels of debt, there can be no assurances it will be successful with this strategy and may need to reduceits
distributionsto required levels. If the Company were unable to extend its maturing debt in future periods or if it were to default on its debt, it may be unable to make
distributions or redemptions. In connection with the sale of its 110 parcels, the Company made a special distribution of $0.75 per sharein May 2012 and reduced its
annualized distribution rate from $0.88 per common share to $0.83 per common share, payable in monthly distributions beginning June 2012. In August 2012, the
annualized distribution rate was slightly increased to $0.83025 per common share.

Hotel Industry and Competition

The hotel industry is highly competitive. Each of the Company’s hotelsislocated in a developed areathat includes other hotels and competes for guests
primarily with other hotels in the Company’simmediate vicinity and secondarily with other hotelsin the Company’ s geographic market. An increase in the number of
competitive hotelsin aparticular area could have amaterial adverse effect on the occupancy, average daily rate (“ ADR") and revenue per available room (“ RevPAR")
of the Company’s hotels in that area. The Company believes that brand recognition, location, price and quality (of both the hotel and the services provided) are the
principal competitive factors affecting the Company’s hotels. Additionally, general economic conditionsin a particular market and nationally impact the performance
of the hotel industry.

Hotel Operating Performance

During the period from the Company’sinitial formation on November 9, 2007 to July 30, 2008, the Company owned no properties, had no revenue, exclusive of
interest income and was primarily engaged in capital formation activities. The Company began operations on July 31, 2008 when it purchased itsfirst hotel. Asof
December 31, 2012, the Company owned 89 hotels (one acquired during 2012, 11 purchased and one newly constructed hotel opened during 2011, 43 purchased
during 2010, 12 acquired during 2009 and 21 acquired during 2008). These hotels are located in 27 states with an aggregate of 11,371 rooms and consisted of the
following: 13 Courtyard hotels, two Embassy Suites hotels, five Fairfield Inn hotels, 21 Hampton Inn hotels, one full service Hilton hotel, 18 Hilton Garden Inn hotels,
two Home2 Suites hotel, seven Homewood Suites hotels, one full service Marriott hotel, eight Residence Inn hotels, seven SpringHill Suites hotels and four
TownePlace Suites hotels.

Room revenue for these hotels for the year ended December 31, 2012 totaled $331.6 million, and the hotels achieved average occupancy of 72%, ADR of $111
and RevPAR of $80 for the period owned in 2012. Room revenue for the year ended December 31, 2011 totaled $291.9 million, and the hotels achieved average
occupancy of 70%, ADR of $107 and RevPAR of $74 for the period owned during 2011. Hotel performanceisimpacted by many factorsincluding the economic
conditionsin the United States aswell as each locality. During the period from the second half of 2008 through 2010, the overall weaknessin the U.S. economy had a
considerable negative impact on both consumer and businesstravel. However, economic conditions have shown evidence of improvement in 2011 and have
continued to improvein 2012. Asaresult, the industry and the Company have experienced improvementsin its hotel occupancy levels, asreflected in the overall
increase of the Company’s occupancy for comparable hotels during 2012 as compared to the prior year. In addition, also signifying a progressing economy, the
Company experienced an increase in ADR for comparable hotels during 2012 as compared to the prior year. With continued improvement, in both demand and room
rates, the Company and industry are forecasting a mid-single digit percentage increase in revenue for 2013 as compared to 2012 for comparable hotels. The
Company’s hotels continue to be leadersin their respective markets. The Company’s average Market Yield for 2012 and 2011 was 123 and 122, respectively. The
Market Yield isameasure of each hotel’s RevPAR compared to the average in the market, with 100 being the average (the index excludes hotels under renovation or
open less than two years) and is provided by Smith Travel Research, Inc.®, an independent company that tracks historical hotel performance in most markets
throughout the world. The Company will continue to pursue market opportunitiesto improve revenue. See the Company’s complete financia statementsin Part 11,
Item 8 of thisreport.

Management and Franchise Agreements

Each of the Company’s 89 hotels are operated and managed under separate management agreements,
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by affiliates of one of the following companies: Dimension, Gateway, Hilton, Intermountain, LBA, Marriott, McKibbon, Raymond, Stonebridge, Tharaldson, Vista,
Western or White. The agreements generally provide for initial terms of one to 30 years. Fees associated with the agreements generally include the payment of base
management fees, incentive management fees, accounting fees, and other fees for centralized services which are allocated among all of the hotels that receive the
benefit of such services. Base management fees are calculated as a percentage of gross revenues. |ncentive management fees are cal cul ated as a percentage of
operating profit in excess of apriority return to the Company, as defined in the management agreements. The Company has the option to terminate the management
agreementsiif specified performance thresholds are not satisfied. For the years ended December 31, 2012, 2011 and 2010, the Company incurred approximately $12.3
million, $10.6 million and $5.1 million in management fees.

Dimension, Gateway, |ntermountain, LBA, McKibbon, Raymond, Stonebridge, Tharaldson, Vista, Western and White are not affiliated with either Marriott or
Hilton, and as aresult, the hotels they manage were required to obtain separate franchi se agreements with each respective franchisor. The Hilton franchise
agreements generally provide for aninitial term of 10 to 21 years. Fees associated with the agreements generally include the payment of royalty fees and program
fees. The Marriott franchise agreements generally provide for initial terms of 13 to 28 years. Fees associated with the agreements generally include the payment of
royalty fees, marketing fees, reservation fees and a communications support fee based on room revenues. For the years ended December 31, 2012, 2011 and 2010, the
Company incurred approximately $14.5 million, $12.8 million and $6.2 million in franchise fees.

The franchise and/or management agreements provide avariety of benefits for the Company, which include national advertising, publicity, and other marketing
programs designed to increase brand awareness, training of personnel, continuous review of quality standards, centralized reservation systems and best practices
within the industry.

Hotel Maintenance and Renovation

The Company’s hotels have an ongoing need for renovation and refurbishment. Under various hotel management agreements, the Company has agreed to
fund expenditures for periodic repairs, replacement or refurbishment of furniture, fixtures and equipment for the hotelsin an amount equal to a certain percentage of
grossrevenues. In addition, other capital improvement projects may be directly funded by the Company. During 2012 and 2011, the Company’s capital
improvements on existing hotels were approximately $16.2 million and $9.9 million.

Employees

The Company does not have any employees. During 2012, all employeesinvolved in the day-to-day operation of the Company’s hotels were employed by
third party management companies engaged pursuant to the hotel management agreements. The Company utilizes, through an advisory agreement for corporate and
strategic support, personnel from Apple Nine Advisors, Inc. which in turn utilizes personnel from Apple Fund Management, LLC, asubsidiary of Apple REIT Six, Inc.

Environmental Matters

In connection with each of the Company’s acquisitions, the Company obtains a Phase | Environmental Report and additional environmental reports and
surveys, as are necessitated by the preliminary report. Based on the reports, the Company is not aware of any environmental situations requiring remediation at the
Company’s properties, which have not been, or are not currently being remediated as necessary. No material remediation costs have occurred or are expected to
occur. Under various laws, owners as well as tenants and operators of real estate may be required to investigate and clean up or remove hazardous substances
present at or migrating from properties they own, lease or operate and may be held liable for property damage or personal injuries that result from hazardous
substances. These laws also expose the Company to the possibility that it may become liable to reimburse governments for damages and costs they incur in
connection with hazardous substances.

Seasonality

The hotel industry historically has been seasonal in nature. Seasonal variationsin occupancy at the Company’s hotels may cause quarterly fluctuationsinits
revenues. Generally, occupancy rates and hotel revenues are greater in the second and third quartersthan in the first and fourth quarters. To the extent that
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cash flow from operations isinsufficient during any quarter, due to temporary or seasonal fluctuations in revenue, the Company expects to utilize cash on hand or
available credit to make distributions.

Property Acquisition

On May 31, 2012, the same day the hotel opened for business, the Company purchased a newly constructed Home2 Suites by Hilton hotel located in Nashville,
Tennessee for $16.7 million. The hotel has 119 rooms and is managed by Vista. In conjunction with the acquisition, the Company paid approximately $0.3 million,
representing 2% of the gross purchase price, as a brokerage commission to Apple Suites Realty Group, Inc. (“ASRG”), which is 100% owned by Glade M. Knight, the
Company’s Chairman and Chief Executive Officer.

Development Project

On October 14, 2009, the Company entered into a ground lease for approximately one acre of land located in downtown Richmond, Virginia. In February 2012,
the Company terminated the lease and entered into a contract to purchase the land for $3.0 million, which was completed in July 2012. In conjunction with the
acquisition, the Company paid as a brokerage commission to ASRG approximately $0.06 million, representing 2% of the gross purchase price, which was capitalized as
part of the acquisition cost of theland. The Company acquired the land for the devel opment of adjoining Courtyard and Residence Inn hotels, which is expected to
begin in early 2013 and be completed within two years. Upon completion, the Courtyard and Residence Inn are expected to contain approximately 135 and 75 guest
rooms, respectively and are planned to be managed by White. The Company expects to spend atotal of approximately $30 million to develop the hotels and has
spent approximately $1.1 million in development costs as of December 31, 2012. If the Company does not begin vertical construction by July 2013, the seller of the
property has an option to acquire the land equal to the amount of the Company’stotal cost.

Related Parties

The Company has, and is expected to continue to engage in, significant transactions with related parties. These transactions cannot be construed to be at
arm’slength and the results of the Company’s operations may be different if these transactions were conducted with non-related parties. The Company’s
independent members of the Board of Directors oversee and annually review the Company’srelated party relationships (which include the relationships discussed in
this section) and are required to approve any significant modifications to the contracts, as well as any new significant related party transactions. There were no
changes to the contracts discussed in this section and no new significant related party transactions during 2012 (other than the loan guarantee and assignment and
transfer agreements discussed below). The Board of Directorsis not required to approve each individual transaction that falls under the related party
relationships. However, under the direction of the Board of Directors, at |east one member of the Company’ s senior management team approves each related party
transaction.

The Company has a contract with ASRG, to acquire and dispose of real estate assets for the Company. A fee of 2% of the gross purchase price or gross sale
pricein addition to certain reimbursable expensesis paid to ASRG for these services. Asof December 31, 2012, payments to ASRG for fees under the terms of this
contract related to the acquisition of assets have totaled approximately $33.5 million sinceinception. Of this amount, the Company incurred approximately $0.4
million, $4.0 million and $15.6 million for years ended December 31, 2012, 2011 and 2010. In addition, the Company incurred a brokerage commission to ASRG totaling
approximately $4.0 million related to the sale of the Company’s 110 parcelsin April 2012, which has been recorded as areduction to the deferred gain on sale. Of this
amount, approximately $2.8 million was paid to ASRG during the second quarter of 2012 and the remaining $1.2 million will be paid upon repayment of the $60 million
note.

The Company is party to an advisory agreement with Apple Nine Advisors, Inc. (“A9A"), pursuant to which A9A provides management services to the
Company. A9A provides these management services through an affiliate called Apple Fund Management LLC (“*AFM”), which isawholly-owned subsidiary of
Apple REIT Six, Inc. Anannual advisory fee ranging from 0.1% to 0.25% of total equity proceeds received by the Company, in addition to certain reimbursable
expenses, are payable to A9A for these management services. Total advisory feesincurred by the Company under the advisory agreement are included in general
and administrative expenses and totaled approximately $2.9 million, $3.0 million and $1.5 million for the years ended December 31, 2012, 2011 and 2010. Theincreasein
2012 and 2011 is due to the Company reaching the next fee tier under the advisory agreement due to improved results of operations for the Company during those
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periods. At December 31, 2011, $1.0 million of the 2011 advisory fee had not been paid and was included in accounts payable and accrued expensesin the
Company’s consolidated balance sheet. Thisamount was paid during the first quarter of 2012. No amounts were outstanding at December 31, 2012.

In addition to the fees payable to ASRG and A9A, the Company reimbursed to A9A or ASRG or paid directly to AFM on behalf of A9A or ASRG
approximately $2.2 million, $2.1 million and $2.1 million for the years ended December 31, 2012, 2011 and 2010. The expenses reimbursed were approximately $0.2
million, $0.3 million and $1.1 million, respectively for costs reimbursed under the contract with ASRG and approximately $2.0 million, $1.8 million and $1.0 million,
respectively for costs reimbursed under the contract with ASA. The costs areincluded in general and administrative expenses and are for the Company’s
proportionate share of the staffing and related costs provided by AFM at the direction of A9A.

AFM isan affiliate of Apple Six Advisors, Inc., Apple Seven Advisors, Inc., Apple Eight Advisors, Inc., Apple Nine Advisors, Inc., Apple Ten Advisors, Inc.,
ASRG and Apple Six Realty Group, Inc., (collectively the* Advisors” which are wholly owned by Glade M. Knight). As such, the Advisors provide management
services through the use of AFM to, respectively, Apple REIT Six, Inc., Apple REIT Seven, Inc., Apple REIT Eight, Inc., Apple REIT Ten, Inc. and the Company
(collectively the “ Apple REIT Entities’). Although thereisa potential conflict on time allocation of employees due to the fact that a senior manager, officer or staff
member will provide services to more than one company, the Company believes that the executives and staff compensation sharing arrangement described more fully
below allows the companies to share costs yet attract and retain superior executives and staff. The cost sharing structure also allows each entity to maintain amuch
more cost effective structure than having separate staffing arrangements. Amounts reimbursed to AFM include both compensation for personnel and
“overhead” (officerent, utilities, benefits, office supplies, etc.) used by the companies. Since the employees of AFM perform servicesfor the Apple REIT Entities
and Advisors at the direction of the Advisors, individuals, including executive officers, receive their compensation at the direction of the Advisors and may receive
consideration directly from the Advisors.

The Advisorsand Apple REIT Entities allocate all of the costs of AFM among the Apple REIT Entities and the Advisors. The allocation of costsfrom AFM is
reviewed at least annually by the Compensation Committees of the Apple REIT Entities. In making the allocation, management of each of the entities and their
Compensation Committee consider all relevant facts related to each company’slevel of business activity and the extent to which each company requires the services
of particular personnel of AFM. Such payments are based on the actual costs of the services and are not based on formal record keeping regarding the time these
personnel devote to the Company, but are based on a good faith estimate by the employee and/or his or her supervisor of the time devoted by the employee to the
Company. Aspart of thisarrangement, the day-to-day transactions may result in amounts due to or from the Apple REIT Entities. To efficiently manage cash
disbursements, an individual Apple REIT Entity may make paymentsfor any or all of the related companies. The amounts due to or from the related Apple REIT
Entity are reimbursed or collected and are not significant in amount.

On November 29, 2012, Apple REIT Six, Inc. entered into a merger agreement with a potential buyer that is not affiliated with the Apple REIT Entities or its
Advisors (“the merger”). To maintain the current cost sharing structure, on November 29, 2012, A9A entered into an assignment and transfer agreement with Apple
REIT Six, Inc. for the transfer of Apple REIT Six, Inc.’sinterest in AFM. The assignment and transfer is expected to occur immediately after the closing of the
merger. As part of the assignment, A9A and the other Advisors agreed to indemnify the potential buyer for any liabilities related to AFM. The assignment of
AFM’sinterest to A9A, if it occurs, will have no impact on the Company’s advisory agreement with A9A or the process of allocating costs from AFM to the Apple
REIT Entities or Advisors, excluding Apple REIT Six, Inc. as described above, which will increase the remaining companies' share of the allocated costs.

Also, on November 29, 2012, in connection with the merger, the Company entered into a transfer agreement with Apple REIT Six, Inc. for the potential
acquisition of the Apple REIT Entities' and Advisors’ headquartersin Richmond, Virginia (“ Headquarters”) and the assignment of the Fort Worth, Texas office lease
agreement for approximately $4.5 million which is expected to closeimmediately prior to the closing of the merger. Also, as part of the purchase, the Company agreed
to indemnify Apple REIT Six, Inc. for any liabilities related to the Headquarters or office lease. If the closing occurs, any costs associated with the Headquarters and
officelease (i.e. office rent, utilities, office supplies, etc.) will continue to be allocated to the Apple REIT Entities and Advisors, excluding Apple REIT Six, Inc. as
described above.

ASRG and A9A are 100% owned by Glade M. Knight, Chairman and Chief Executive Officer of the Company. Mr. Knight is aso Chairman and Chief Executive
Officer of Apple REIT Six, Inc., Apple REIT
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Seven, Inc., Apple REIT Eight, Inc. and Apple REIT Ten, Inc. Members of the Company’s Board of Directors are also on the Board of Directors of Apple REIT Six,
Inc., Apple REIT Seven, Inc., and Apple REIT Eight, Inc.

Included in other assets, net on the Company’s consolidated balance sheet is a 24% equity investment in Apple Air Holding, LLC (“Apple Air”). The other
members of Apple Air are Apple REIT Six, Inc., Apple REIT Seven, Inc. and Apple REIT Eight, Inc. Through its equity investment, the Company has accessto Apple
Air'saircraft for acquisition, asset management and renovation purposes. The Company’s equity investment was approximately $1.9 million and $2.1 million as of
December 31, 2012 and 2011. The Company has recorded its share of income and losses of the entity under the equity method of accounting and adjusted its
investment in Apple Air accordingly. For the years ended December 31, 2012, 2011 and 2010, the Company recorded aloss of approximately $0.2 million, $0.2 million
and $0.8 million respectively, asits share of the net loss of Apple Air, which primarily relates to the depreciation of the aircraft and the reduction in basis of the
aircraft in 2010 due to the planned trade in for one new airplanein 2011, and isincluded in general and administrative expense in the Company’s consolidated
statements of operations. Apple Air owned two aircraft during 2010, but reduced its ownership to one aircraft during the first quarter of 2011.

The Company hasincurred legal fees associated with the Legal Proceedings discussed herein. The Company also incurs other professional fees such as
accounting, auditing and reporting. These fees areincluded in general and administrative expense in the Company’s consolidated statements of operations. To be
cost effective, these services received by the Company are shared as applicable across the other Apple REIT Entities. The professionals cannot always specifically
identify their fees for one company; therefore management all ocates these costs across the companies that benefit from the services. See ltem 7 Management's
Discussion and Analysis of Expenses for the years 2012 and 2011 for more information on legal feesincurred.

Due to the significant discount offered by the original lender, in October 2010, the Company purchased a mortgage note with an outstanding bal ance of
approximately $11.3 million for atotal purchase price of approximately $10.8 million from an unrelated third party. In accordance with the terms of the note, in
December 2011, the borrower repaid the remaining outstanding balance totaling $11.0 million. The interest rate on this mortgage was a variabl e rate based on the 3-
month LIBOR, and averaged 5% during the period held. The note required monthly payments of principal and interest. The borrower on the note was Apple Eight
SPE Columbia, Inc., anindirect wholly owned subsidiary of Apple REIT Eight, Inc. and the note was secured by aHilton Garden Inn hotel located in Columbia, South
Carolina. Total interest income, including the accretion of the note discount, recorded by the Company for the years ended December 31, 2012, 2011 and 2010 was
approximately $0, $0.9 million and $0.2 million.

In May 2012, the Company entered into a Loan Agreement (the “ Loan Agreement”) with acommercial bank, which provided for a$30 million non-revolving
line of credit with a maturity date of November 15, 2012. During the third quarter of 2012, the line of credit was extinguished and the outstanding principal balance
totaling $30 million, plus accrued interest was paid in full. The Loan Agreement was guaranteed by Glade M. Knight, the Company’s Chairman and Chief Executive
Officer and was secured by assets of Mr. Knight. Mr. Knight did not receive any consideration in exchange for providing this guaranty and security. The
independent directors of the Company’s Board of Directors approved Mr. Knight providing a guaranty under the Loan Agreement.

Item 1A. Risk Factors

The following describes several risk factors which are applicable to the Company. There are many factors that may affect the Company’s business and results
of operations, which would affect the Company’s operating cash flow and value. Y ou should carefully consider, in addition to the other information contained in this
report, the risks described below.

Hotel Operations

The Company’s hotels are subject to all of the risks common to the hotel industry. These risks could adversely affect hotel occupancy and the rates that can
be charged for hotel rooms aswell as hotel operating expenses, and generally include:

* increasesin supply of hotel roomsthat exceed increases in demand;
* increasesin energy costs and other travel expenses that reduce business and leisure travel;

*  reduced business and leisure travel due to continued geo-political uncertainty, including terrorism;




*  adverse effects of declinesin general and local economic activity; and
¢ adverse effects of adownturn in the hotel industry.
General Local and National Economic Conditions

Changesin general local or national economic or market conditions, increased costs of energy, increased costs of insurance, increased costs of products,
increased costs and shortages of labor, competitive factors, fuel shortages, quality of management, the ability of ahotel chain to fulfill any obligations to operators of
its hotel business, limited alternative uses for the building, changing consumer habits, condemnation or uninsured | osses, changing demographics, changing traffic
patterns, inability to remodel outmoded buildings as required by the franchise or |ease agreement and other factors beyond the Company’s control may reduce
operating results and the value of properties that the Company owns. Additionally, these items, among others, may reduce the availability of capital to the
Company. Asaresult, cash available to make distributions to shareholders may be affected.

Current General Economic Environment in the Lodging I ndustry

The United States continues to bein alow-growth economic environment and continues to experience historically high levels of unemployment. Uncertainty
over the depth and duration of this economic environment continues to have a negative impact on the lodging industry. Although operating results have improved,
high levels of unemployment and sluggish business and consumer travel trends have been evident during the past three years. Accordingly, the Company’s
financial results have been impacted by the economic environment, and future financial results and growth could be further depressed until a more expansive national
economic environment is prevalent. A weaker than anticipated economic recovery, or areturn to arecessionary national economic environment, could result in low
or decreased levels of business and consumer travel, negatively impacting the lodging industry, and, in turn, negatively impacting the Company’s future growth
prospects and results of operations.

Hospitality Industry

The success of the Company’s properties will depend largely on the property operators’ ability to adapt to dominant trendsin the hotel industry aswell as
greater competitive pressures, increased consolidation, industry overbuilding, dependence on consumer spending patterns and changing demographics, the
introduction of new concepts and products, availability of labor, price levels and general economic conditions. The success of a particular hotel brand, the ability of
ahotel brand to fulfill any obligations to operators of its business, and trendsin the hotel industry may affect the Company’sincome and the funds it has available to
distribute to shareholders.

The hospitality industry could also experience a significant decline in occupancy and average daily rates due to a reduction in both business and leisure
travel. General economic conditions, increased fuel costs, natural disasters and terrorist attacks are afew factors that could affect an individual’swillingness to
travel. The Company’s property insurance will typically cover losses for property damage due to terrorist attacks or natural disasters (subject to policy deductibles).
However, the Company is not insured against the potential negative effect aterrorist attack or natural disaster would have on the hospitality industry asawhole.

Seasonality

The hotel industry is seasonal in nature. Generally, occupancy rates and hotel revenues are greater in the second and third quarters than in the first and fourth
quarters. Asaresult, there may be quarterly fluctuationsin results of operations and the Company may need to enter into short-term borrowing arrangementsin
certain periodsin order to offset these fluctuations in revenues and to make distributions to shareholders.
Franchise Agreements

The Company’s wholly-owned taxable REIT subsidiaries (or subsidiaries thereof), operate all of the properties pursuant to franchise or license agreements with
nationally recognized hotel brands. These franchise agreements contain specific standards for, and restrictions and limitations on, the operation and maintenance of

the Company’s propertiesin order to maintain uniformity within the franchisor system. These standards could potentially conflict with the Company’s ability to
create specific business plans tailored to each property and to each market.
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Competition

The hotel industry is highly competitive. Each of the Company’s hotelsislocated in a developed areathat includes other hotels and competes for guests
primarily with other hotelsin the Company’'simmediate vicinity and secondarily with other hotels in the Company’s geographic market. An increase in the number of
competitive hotelsin aparticular area could have amaterial adverse effect on the occupancy, average daily rate and revenue per available room of the Company’s
hotelsin that area.

Note Receivable

In April 2012, the Company completed the sale of its 406 acres of land and land improvements located on 110 sitesin the Ft. Worth, Texas areafor atotal sale
price of $198.4 million. In conjunction with the sale, the Company received approximately $138.4 million in cash proceeds and issued a note receivable totaling $60.0
million to the purchaser. The noteis secured by ajunior lien on the 110 parcels. The note requiresinterest only payments for the first three years of the note. After
the first three years, interest is accrued and paymentswill only be received once the purchaser extinguishesits senior loan with athird party (the “senior
loan”). Oncethe senior loan isrepaid, the Company will receive all payments from the existing lease on the 110 parcels until fully repaid or the note reaches maturity
whichisApril 2049. If the purchaser defaults under the Company’s note or the senior loan, the Company may not recover some or all of its note receivable.

Illiquidity of Shares

Thereisand will be no public trading market for the common shares and the Series A preferred shares for an indefinite period of time, if ever. Therefore, the
Unitsare and will be highly illiquid and very difficult to trade. Thereis no definite time frameto provideliquidity. Therealso is no definite value for the Unitswhen a
liquidity event occurs. In addition, there are restrictions on the transfer of the common shares. In order to qualify asaREIT, the shares must be beneficially owned
by 100 or more persons and no more than 50% of the value of the Company’sissued and outstanding shares may be owned directly or indirectly by five or fewer
individuals. Therefore, the Company’s bylaws provide that no person may own more than 9.8% of the issued and outstanding Units. Any purported transfer of the
Company’s shares that would result in aviolation of either of these limits will be declared null and void.

Qualification asa REIT

Therules governing aREIT are highly technical and complex. They require ongoing compliance with and interpretation of avariety of tests and regulations
that depend on, among other things, future operations. While the Company expects to satisfy these tests, it cannot ensure it will qualify asa REIT for any particular
year. Thereisalso therisk that the applicable laws governing aREIT could be changed, which could adversely affect the Company and its sharehol ders.

Distributions to Shareholders

If the Company’s properties do not generate sufficient revenue to meet operating expenses, the Company’s cash flow and the Company’s ability to make
distributions to shareholders may be adversely affected. The Company is subject to all operating risks common to hotels. These risks might adversely affect
occupancy or room rates. Increasesin operating costs due to inflation and other factors may not necessarily be offset by increased room rates. Thelocal, regional
and national hotel markets may limit the extent to which room rates may be increased to meet increased operating expenses without decreasing occupancy
rates. While the Company intends to make monthly distributions to sharehol ders, there can be no assurance that the Company will be able to make distributions at
any particular time or rate, or at all. Further, there is no assurance that a distribution rate achieved for a particular period will be maintained in the future. Also, while
management may establish goals as to particular rates of distribution or have an intention to make distributions at a particular rate, there can be no assurance that
such goals or intentions will be realized.

The Company’s objective in setting a distribution rate isto project arate that will provide consistency over the life of the Company, taking into account
acquisitions and capital improvements, ramp up of hew properties and varying economic cycles. The Company anticipates that it may need to utilize debt, offering
proceeds and cash from operations to meet this objective. The Company eval uates the distribution rate on an ongoing basis and may make changes at any time if the
Company feelstherateis not appropriate based on available cash resources.

While the Company generally seeks to make distributions from its operating cash flows, distributions may
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be made (although there is no obligation to do so) in certain circumstancesin part from financing proceeds or other sources, such as proceeds from the offering of
Units. While distributions from such sources would result in the shareholder receiving cash, the consequences to the shareholders would differ from a distribution
from the Company’ s operating cash flows. For example, if financing is the source of a distribution, that financing would have to be repaid, and if proceeds from the
offering of Units are distributed, those proceeds would not then be available for other uses (such as property acquisitions or improvements).

Financing Risks

Although the Company anticipates maintaining relatively low levels of debt, it may periodically use short-term financing to complete planned devel opment
projects, perform renovations to its properties, make shareholder distributions or planned Unit redemptionsin periods of fluctuating income from its properties. The
debt markets have been volatile and subject to increased regulation, and as aresult, the Company may not be able to use debt to meet its cash requirements,
including refinancing any scheduled debt maturities.

Compliance with Financial Covenants

The Company’s $50 million unsecured revolving credit facility entered into in November 2012 contains financial covenants that could require the outstanding
borrowingsto be prepaid prior to the scheduled maturity or restrict the amount and timing of distributionsto shareholders. The covenantsinclude, among others, a
minimum tangible net worth, maximum debt limits, and minimum debt service and fixed charge coverage retios.

Securities Class Action Lawsuits and Governmental Regulatory Oversight Risks

Asaresult of regulatory inquiries or other regulatory actions, or as aresult of being publicly held, the Company may become subject to lawsuits. The
Company is currently subject to one securities class action lawsuit and other suits may be filed against the Company in the future. Due to the uncertaintiesrelated to
litigation, the Company is unable at thistime to evaluate the likelihood of either afavorable or unfavorable outcome or to estimate the range of potential exposure. If
the outcome is unfavorable, the Company may be required to pay damages and/or change its business practices, any of which could have amaterial adverse effect on
the Company’sfinancial condition, results of operations and cash flows. The ability of the Company to access capital markets, including commercial debt markets,
could be negatively impacted by unfavorable, or the possibility of unfavorable, outcomes to lawsuits or adverse regulatory actions.

The Company has been and may continue to be subject to regulatory inquiries, which have resulted in and which could continue to result in costs and
personnel time commitment to respond. It may also be subject to action by governing regulatory agencies, as aresult of its activities, which could result in costs to
respond and fines or changes in the Company’s business practices, any of which could have amaterial adverse effect on the financial condition, results of
operations, liquidity and capital resources, and cash flows of the Company.

Technology is used in operations, and any material failure, inadequacy, interruption or security failure of that technology could harm the business

The Company and its hotel managers and franchisors rely on information technology networks and systems, including the Internet, to process, transmit and
store electronic information, and to manage or support avariety of business processes, including financial transactions and records, personal identifying information,
reservations, billing and operating data. Some of the information technology is purchased from vendors, on whom the systems depend. The Company and its hotel
managers and franchisors rely on commercially available and internally developed systems, software, tools and monitoring to provide security for processing,
transmission and storage of confidential operator and other customer information, such asindividually identifiable information, including information relating to
financial accounts. Although the Company and its hotel managers and franchisors have taken steps necessary to protect the security of their information systems
and the data maintained in those systems, it is possible that the safety and security measures taken will not be able to prevent the systems’ improper functioning or
damage, or the improper access or disclosure of personally identifiable information such asin the event of cyber attacks. Security breaches, including physical or
electronic break-ins, computer viruses, attacks by hackers and similar breaches, can create system disruptions, shutdowns or unauthorized disclosure of confidential
information. Any failure to maintain proper function, security and availability of information systems could interrupt operations, damage reputation, subject the
Company to liability claims or regulatory penalties and could have amaterial adverse effect on the business, financial condition and results of operations of the
Company.
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Potential losses not covered by Insurance

The Company maintains comprehensive insurance coverage for general liability, property, business interruption and other risks with respect to all of its
hotels. These policies offer coverage features and insured limits that the Company believes are customary for similar types of properties. There are no assurances
that coverage will be available at reasonablerates. Also, various types of catastrophic losses, like earthquakes, hurricanes, or certain types of terrorism, may not be
insurable or may not be economically insurable. Even when insurable, these policies may have high deductibles and/or high premiums. There also can be risks such
as certain environmental hazards that may be deemed to fall outside the coverage. Inthe event of a substantial loss, the Company’s insurance coverage may not be
sufficient to cover the full current market value or replacement cost of itslost investment. Should an uninsured loss or aloss in excess of insured limits occur, the
Company could lose all or aportion of the capital it hasinvested in ahotel, aswell as the anticipated future revenue from the hotel. In that event, the Company might
neverthel ess remain obligated for any mortgage debt or other financial obligationsrelated to the hotel. Inflation, changesin building codes and ordinances,
environmental considerations and other factors might also keep the Company from using insurance proceeds to replace or renovate a hotel after it has been damaged
or destroyed. The Company also may encounter challenges with an insurance provider regarding whether it will pay a particular claim that the Company believesto
be covered under its policy.Under those circumstances, the insurance proceeds the Company receives might be inadequate to restore its economic position on the
damaged or destroyed hotel, which could have a material adverse effect on the Company.

Item 1B. Unresolved Staff Comments
Not applicable.
Item 2. Properties

As of December 31, 2012, the Company owned 89 hotelslocated in 27 states with an aggregate of 11,371 rooms, consisting of the following:

Total by Number of
Brand Brand Rooms

Hampton Inn 21 2,529
Hilton Garden Inn 18 2,509
Courtyard 13 1,689
Homewood Suites 7 735
Fairfield Inn 5 613
TownePlace Suites 4 453
Residence Inn 8 874
SpringHill Suites 7 986
Marriott 1 206
Embassy Suites 2 316
Home2 Suites 2 237
Hilton 1 224

89 11,371

The following table includes the location of each hotel, the date of construction, the date acquired, encumbrances (if any), initial acquisition cost, gross
carrying value and the number of rooms of each hotel.
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Real Estate and Accumulated Depreciation
Asof December 31, 2012
(dollarsin thousands)

Subsequently
Capitalized
Initial Cost Bldg. Total
Bldg./ Imp. & Gross Acc. Date of Date Depreciable #of

City State Description Encumbrances Land (1) FF&E /Other FF& E Cost Deprec. Construction Acquired Life Rooms

Anchorage = AK  Embassy Suites $ 23154 $ 2955 $ 39,053 $ 108 $ 42,116 $ (3,529) 2008 Apr-10 3-39yrs. 169
Hilton Garden

Dothan AL Inn 0 1,037 10,581 14 11,632 (1,480) 2009 Jun-09  3-39yrs. 104

Troy AL Courtyard 0 582 8,270 18 8,870 (1,200) 2009 Jun-09  3-39yrs. 90

Rogers AR Hampton Inn 7,958 961 8,483 86 9,530 (780) 1998 Aug-10  3-39yrs. 122
Homewood

Rogers AR  Suites 0 1,375 9,514 247 11,136 (1,052) 2006 Apr-10  3-39yrs. 126

Chandler AZ  Courtyard 0 1,061 16,008 57 17,126 (1,204) 2009 Nov-10 3-39yrs. 150
Fairfield Inn &

Chandler AZ Suites 0 778 11,272 42 12,092 (834) 2009 Nov-10  3-39yrs. 110

Phoenix AZ Courtyard 0 1,413 14,669 51 16,133 (1,033) 2007 Nov-10 3-39yrs. 164

Phoenix AZ Residence Inn 0] 1,111 12,953 88 14,152 (969) 2008 Nov-10  3-39yrs. 129
Hilton Garden

Tucson AZ Inn 0 1,005 17,925 84 19,014 (2,863) 2008 Jul-08 3-39yrs. 125
TownePlace

Tucson AZ  Suites 0 992 14,563 41 15,596 (637) 2011 Oct-11  3-39yrs. 124
Hampton Inn &

Clovis CA  Suites 0 1,287 9,888 27 11,202 (1,233) 2009 Jul-09 3-39yrs. 86
Homewood

Clovis CA  Suites 0 1,500 10,970 24 12,494 (1,154) 2010 Feb-10 3-39yrs. 83

San

Bernardino CA Residence Inn 0 0 13,662 160 13,822 (781) 2006 Feb-11  3-39yrs. 95

SantaAna CA  Courtyard 0 3,082 21,051 0 24,133 (1,206) 2011 May-11  3-39yrs. 155

SantaClarita CA  Courtyard 0 4,568 18,721 77 23,366 (2,869) 2007 Sep-08  3-39yrs. 140

SantaClarita CA Fairfield Inn 0 1,864 7,753 515 10,132 (1,086) 1996 Oct-08  3-39yrs. 66

SantaClarita CA Hampton Inn 0 1,812 15,761 1,348 18,921 (2,742) 1987 Oct-08 3-39yrs. 128

SantaClarita CA Residence Inn 0 2,539 14,493 1,199 18,231 (2,241) 1996 Oct-08  3-39yrs. 90
Hampton Inn &

Pueblo CO  Suites 0 894 7,423 1,275 9,592 (1,473) 2000 Oct-08  3-39yrs. 81

Ft.

Lauderdale FL Hampton Inn 0 2,235 17,590 1,206 21,031 (2,513) 2000 Dec-08 3-39yrs. 109
Hampton Inn &

Miami FL Suites 6] 1,972 9,987 1,889 13,848 (1,449) 2000 Apr-10  3-39yrs. 121
Fairfield Inn &

Orlando FL Suites 0 3,140 22,580 262 25,982 (2,763) 2009 Jul-09 3-39yrs. 200

Orlando FL  SpringHill Suites 0 3,141 25,779 76 28,996 (3,191) 2009 Jul-09  3-39yrs. 200
TownePlace

Panama City FL Suites 0 908 9,549 3 10,460 (1,046) 2010 Jan-10  3-39yrs. 103

Panama City Hampton Inn &

Beach FL Suites 0 1,605 9,995 21 11,621 (1,394) 2009 Mar-09 3-39yrs. 95

Tampa FL Embassy Suites 0] 1,824 20,034 315 22,173 (1,387) 2007 Nov-10  3-39yrs. 147
Fairfield Inn &

Albany GA  Suites 0 899 7,263 10 8,172 (822) 2010 Jan-10  3-39yrs. 87
Hampton Inn &

Boise ID Suites 0 1,335 21,114 139 22,588 (1,932) 2007 Apr-10 3-39yrs. 186
Hilton Garden

Mettawa IL Inn 0 2,246 28,328 35 30,609 (1,898) 2008 Nov-10 3-39yrs. 170

Mettawa IL Residence Inn 0 1,722 21,843 9 23,574 (1,458) 2008 Nov-10 3-39yrs. 130
Hilton Garden

Schaumburg 1L Inn 0 1,450 19,122 24 20,596 (1,376) 2008 Nov-10 3-39yrs. 166
Hilton Garden

Warrenville 1L Inn 0 1,171 20,894 19 22,084 (1,416) 2008 Nov-10 3-39yrs. 135

Indianapolis  IN SpringHill Suites 0 1,310 11,542 36 12,888 (799) 2007 Nov-10 3-39yrs. 130

Mishawaka IN Residence Inn 0 898 12,862 52 13,812 (885) 2007 Nov-10  3-39yrs. 106

Alexandria LA Courtyard 0 1,099 8,708 6 9,813 (784) 2010 Sep-10 3-39yrs. 96

Baton Rouge LA SpringHill Suites 0 1,280 13,870 50 15,200 (1,691) 2009 Sep-09  3-39yrs. 119
Hilton Garden

Lafayette LA Inn 0 0 17,898 1,875 19,773 (1,621) 2006 Jul-10 3-39yrs. 153

Lafayette LA SpringHill Suites 0 709 9,400 6 10,115 (554) 2011 Jun-11  3-39yrs. 103
Hilton Garden

West Monroe LA Inn 6] 832 14,872 1,405 17,109 (1,406) 2007 Jul-10 3-39yrs. 134

Andover MA  SpringHill Suites 0 702 5,799 1,792 8,293 (637) 2000 Nov-10 3-39yrs. 136
Hilton Garden

Silver Spring MD  Inn 0 1,361 16,094 5 17,460 (1,377) 2010 Jul-10 3-39yrs. 107
Hilton Garden

Novi MI Inn 0 1,213 15,052 56 16,321 (1,126) 2008 Nov-10 3-39yrs. 148
Hampton Inn &

Rochester MN  Suites 0 916 13,225 39 14,180 (1,681) 2009 Aug-09  3-39yrs. 124
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Real Estate and Accumulated Depreciation — (Continued)
Asof December 31, 2012
(dollarsin thousands)

Subsequently
Capitalized
Initial Cost Bldg. Total
Bldg./ Imp. & Gross Acc. Date of Date  Depreciable #of
City State Description Encumbrances Land (1) FF&E /Other FF&E Cost Deprec. Construction Acquired Life Rooms
Hampton Inn &
Arlington TX Suites $ 0 $ 1217 % 8738 $ 378 $ 10333 $ (647) 2007 Dec-10  3-39yrs. 98
Austin TX Courtyard 0 1,579 18,487 24 20,090 (1,330) 2009 Nov-10  3-39yrs. 145
Fairfield Inn &
Austin TX Suites 0 1,306 16,504 11 17,821 (1,197) 2009 Nov-10 3-39yrs. 150
Austin TX Hampton Inn 6,901 1,459 17,184 1,684 20,327 (2,505) 1997 Apr-09 3-39yrs. 124
Hilton Garden
Austin TX Inn 0 1,614 14,451 36 16,101 (1,029) 2008 Nov-10  3-39yrs. 117
Homewood
Austin TX Suites 6,907 1,898 16,462 2,096 20,456 (2,542) 1997 Apr-09 3-39yrs. 97
Beaumont TX Residence Inn 0 1,177 16,180 34 17,391 (2,530) 2008 Oct-08 3-39yrs. 133
Dallas TX Hilton 20,136 2,221 40,350 6,254 48,825 (2,533) 2001 May-11  3-39yrs. 224
Hilton Garden
Duncanville TX Inn 13,139 2,378 15,935 586 18,899 (2,975) 2005 Oct-08  3-39yrs. 142
Hilton Garden
El Paso TX Inn 0 1,244 18,300 3 19,547 (730) 2011 Dec-11 3-39yrs. 145
Hilton Garden
Frisco X Inn 0 2,507 12,981 13 15,501 (1,926) 2008 Dec-08 3-39yrs. 102
TownePlace
Ft. Worth TX Suites 0 2,104 16,311 10 18,425 (2,379) 2010 Jul-10 3-39yrs. 140
Hilton Garden
Grapevine TX Inn 11,751 1,522 15,543 38 17,103 (1,265) 2009 Sep-10  3-39yrs. 110
Houston TX Marriott 0 4,143 46,623 14 50,780 (4,796) 2010 Jan-10  3-39yrs. 206
Homewood
Irving TX Suites 5,763 705 9,610 229 10,544 (668) 2006 Dec-10  3-39yrs. 77
Hilton Garden
Lewisville TX Inn 0 3,361 23,919 134 27,414 (3,914) 2007 Oct-08  3-39yrs. 165
Round Rock TX Hampton Inn 3,813 865 10,999 1,337 13,201 (1,662) 2001 Mar-09  3-39yrs. 9
Hampton Inn &
Texarkana TX Suites 4,822 636 8,723 936 10,295 (614) 2004 Jan-11  3-39yrs. 81
Salt Lake
City uT SpringHill Suites 0 1,092 16,465 30 17,587 (1,183) 2009 Nov-10  3-39yrs. 143
Alexandria VA SpringHill Suites 0 5,968 0 18,918 24,886 (2,393) 2011 Mar-09  3-39yrs. 155
Bristol VA Courtyard 9,239 1,723 19,162 1,584 22,469 (3,035) 2004 Nov-08  3-39yrs. 175
Manassas VA Residence Inn 0 0 14,962 164 15,126 (857) 2006 Feb-11  3-39yrs. 107
163,232 137,309 1,401,521 66,604 1,605,434  (145,927) 11,371
Other real estate investments:
Hotel under
Richmond VA construction 0 3,115 0 1,058 4,173 0 Jul-12 0
Other 0 0 Q 214 214 0 0
$ 163,232 $140424 $ 1,401,521 $ 67,876 $1,609,821 $(145,927) 11,371

(1) Land is owned fee simple unless cost is $0, which means the property is subject to a ground
lease.

Investment in real estate at December 31, 2012, consisted of the following (in thousands):

Land $ 140,424
Building and Improvements 1,349,246
Furniture, Fixtures and Equipment 114,501
Franchise Fees 4,592
Construction in Progress 1,058

1,609,821
Less Accumulated Depreciation (145,927)
Investment in Real Estate, net $ 1,463,894

For additional information about the Company’s properties, refer to Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations.

Item 3. L egal Proceedings
Theterm the “ Apple REIT Companies’ means the Company, Apple REIT Six, Inc., Apple REIT Seven, Inc., Apple REIT Eight, Inc. and Apple REIT Ten, Inc.

On December 13, 2011, the United States District Court for the Eastern District of New Y ork ordered that three putative class actions, Kronberg, et al. v. David



Lerner Associates, Inc., et al., Kowalski v. Apple REIT Ten, Inc., et al., and Leff v. Apple REIT Ten, Inc., et al., be consolidated and amended the caption of the
consolidated matter to be In re Apple REITs Litigation. The District Court also appointed lead plaintiffs and lead counsel for the consolidated action and ordered
lead plaintiffsto file and serve a consolidated complaint by February 17, 2012. The Company was previously named as a party in all three of the above mentioned

class action lawsuits.
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On February 17, 2012, lead plaintiffs and lead counsel in the Inre Apple REI Ts Litigation, Civil Action No. 1:11-cv-02919-K AM-JO, filed an amended
consolidated complaint in the United States District Court for the Eastern District of New Y ork against the Company, Apple Suites Realty Group, Inc., Apple Eight
Advisors, Inc., Apple Nine Advisors, Inc., Apple Ten Advisors, Inc., Apple Fund Management, LLC, Apple REIT Six, Inc., Apple REIT Seven, Inc., Apple REIT
Eight, Inc. and Apple REIT Ten, Inc., their directors and certain officers, and David Lerner Associates, Inc. and David Lerner. The consolidated complaint,
purportedly brought on behalf of all purchasers of Unitsin the Company and the other Apple REIT Companies, or those who otherwise acquired these Units that
were offered and sold to them by David Lerner Associates, Inc., or its affiliates and on behalf of subclasses of shareholdersin New Jersey, New Y ork, Connecticut
and Florida, asserts claims under Sections 11, 12 and 15 of the Securities Act of 1933. The consolidated complaint also asserts claims for breach of fiduciary duty,
aiding and abetting breach of fiduciary duty, negligence, and unjust enrichment, and claimsfor violation of the securities laws of Connecticut and Florida. The
complaint seeks, among other things, certification of a putative nationwide class and the state subclasses, damages, rescission of share purchases and other costs
and expenses.

On April 18, 2012, the Company, and the other Apple REIT Companies, served amation to dismiss the consolidated complaint inthe Inre Apple REITs
Litigation. The Company and the other Apple REIT Companies accompanied their motion to dismiss the consolidated complaint with a memorandum of law in
support of their motion to dismiss the consolidated complaint. The briefing period for any motion to dismiss was completed on July 13, 2012.

The Company believes that any claims against it, its officers and directors and other Apple entities are without merit, and intends to defend against them
vigorously. At thistime, the Company cannot reasonably predict the outcome of these proceedings or provide a reasonabl e estimate of the possible loss or range of
loss due to these proceedings, if any.

On October 22, 2012, the Financial Industry Regulatory Authority (“FINRA™) issued an order against David Lerner Associates, Inc. (“DLA") and David Lerner,
individually, requiring DLA to pay approximately $12 million in restitution to certain investorsin Units of Apple REIT Ten, Inc. In addition, David Lerner,
individually, was fined $250,000 and suspended for one year from the securities industry, followed by atwo year suspension from acting asaprincipal. The
Company relieson DLA for the administration of its Units and does not believe this settlement will affect the administration of its Units. The Company intends to
continue to cooperate with regulatory or governmental inquiries.

Item 4. Mine Safety Disclosures

Not Applicable.
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PART II
Item 5. Market For Registrant’s Common Equity, Related Shareholder Mattersand I ssuer Purchases of Equity Securities
Common Shares

Thereiscurrently no established public trading market in which the Company’s common shares are traded. As of December 31, 2012 there were 182.6 million
Units outstanding. Each Unit consists of one common share, no par value, and one Series A preferred share of the Company. Asof February 28, 2013, the Units
were held by approximately 38,100 beneficial shareholders.

The Company is currently selling Unitsto its existing shareholders at a price of $10.25 per share through its Dividend Reinvestment Plan. This priceis based
on the most recent price at which an unrelated person purchased the Company’s Units from the Company. The Company also usesthe original price paid for Units
less Special Distributions ($10.25 per Unit in most cases) for redemptions under its Unit Redemption Program with the intention of providing limited liquidity based
on those interested in purchasing additional Units through the Company’s Dividend Reinvestment Plan. Asdiscussed further below, since inception of its Dividend
Reinvestment Plan and Unit Redemption Program, 10.1 million Units have been issued and 9.8 million Units redeemed. The price of $10.25 per shareis not based on
an appraisal or valuation of the Company or itsassets. 1n 2012, there was atender offer made for the Units of the Company by a group of bidders. In June 2012, the
bidders announced they acquired 74,010 Units for $6.25 aUnit. The Units acquired by the tender offer were approximately .04% of the Company’s outstanding
shares. The weighted average price paid for shares through the tender offer and the Company’s Unit Redemption Program in 2012 was $10.29 per Unit.

Special Distribution

On April 27,2012, the Company completed the sale of its 110 parcels for atotal sale price of $198.4 million and received approximately $138.4 million in cash
proceeds and issued a note receivable totaling $60.0 million to the purchaser. In conjunction with the sale, the Board of Directors approved a special distribution of
$0.75 per Unit, totaling $136.1 million on May 17, 2012 to shareholders of record on May 11, 2012 (the “ Special Distribution”). In accordance with the Company’s
Articles of Incorporation, the liquidation preference of each share of Series A preferred stock was reduced by the amount of the Special Distribution, or from $11.00 to
$10.25 per share.

Distribution Policy

Tomaintainits REIT status the Company isrequired to distribute at least 90% of its ordinary income. Distributions (excluding the Special Distribution) during
2012, 2011 and 2010 totaled approximately $155.0 million, $160.4 million and $118.1 million, respectively. Distributions for August 2012 through December 31, 2012
were paid at amonthly rate of $0.0691875 per common share, June and July 2012 distributions were paid at amonthly rate of $0.069167 per common share and prior to
the June 2012, distributions were paid monthly at arate of $0.073334 per share. In conjunction with the Special Distribution, in May 2012 the Company’s Board of
Directors reduced the annual distribution rate from $0.88 per common share to $0.83 per common share. The reduction was effective with the June 2012 distribution.
In August 2012, the Board of Directors slightly increased the annualized distribution rate from $0.83 per common share to $0.83025 per common share. Although the
Company intends to continue paying distributions on amonthly basis, the amount and timing of distributions to shareholders are within the discretion of the
Company’s Board of Directors. The amount and frequency of future distributions will depend on the Company’s results of operations, cash flow from operations,
economic conditions, working capital requirements, cash requirements to fund investing and financing activities, capital expenditure requirements, including
improvements to and expansions of properties, planned development projects and the acquisition of additional properties, aswell as the distribution requirements
under federal income tax provisionsfor qualification asaREIT. The Company’s Credit Agreement can potentially limit distributions to $152 million annually, subject
to operational results, unless the Company is required to distribute more to meet REIT requirements.

Dividend Reinvestment Plan
In December 2010, the Company instituted a Dividend Reinvestment Plan for its shareholders. The plan provides away to increase shareholder investment in

the Company by reinvesting dividends to purchase additional Units of the Company. The uses of the proceeds from this plan may include purchasing Units under
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the Company’s Unit Redemption Program, enhancing properties, satisfying financing obligations and other expenses, increasing working capital, funding various
corporate operations, and acquiring hotels. Asaresult of the Special Distribution, beginning in May 2012, the offering price per Unit under the Company’s Dividend
Reinvestment Plan was adjusted by the amount of the Special Distribution (from $11.00 to $10.25). The Company has registered 20.0 million Units for potential
issuance under the plan. During the year ended December 31, 2012 and 2011, approximately 4.8 million Units, representing $50.0 million in proceeds to the Company,
and 5.4 million Units, representing $59.1 million in proceeds to the Company, were issued under the plan. No Units were issued under the plan as of December 31,
2010. Sinceinception of the plan through December 31, 2012, approximately 10.1 million Units, representing $109.1 million in proceeds to the Company, were issued
under the plan. As of December 31, 2012, the Company had approximately 55.9 million Units participating in the Dividend Reinvestment Plan, which has declined from
ahighin June 2011 of 75.4 million Units. Since there continues to be demand for the Units at $10.25 per Unit, the Company’s Board of Directors does not believe the
current offering price under the Dividend Reinvestment Plan should be changed at thistime. However, the Board of Directors could change the price asit determines

appropriate.
Unit Redemption Program

In July 2009, the Company instituted a Unit Redemption Program to provide limited interim liquidity to its shareholders who have held their Unitsfor at |east
oneyear. Sincetheinception of the program through April 2012, shareholders were permitted to request redemption of Units for a purchase price equal to 92% of the
price paid per Unit if the Units have been owned for less than three years, or 100% of the price paid per Unit if the Units have been owned more than three years. In
May 2012, as aresult of the Special Distribution, the purchase price per Unit under the Company’s Unit Redemption Program was adjusted by the amount of the
Special Distribution (from $11.00 to $10.25 for the maximum purchase price, based on the original purchase price and length of time such Units have been held by the
shareholder). The maximum number of Unitsthat may be redeemed in any given year isfive percent of the weighted average number of Units outstanding during the
12-month period immediately prior to the date of redemption. The Company reserves the right to change the purchase price of redemptions, reject any request for
redemption, or otherwise amend the terms of, suspend, or terminate the Unit Redemption Program. As noted below, since July 2011 total redemption requests have
exceeded the authorized amount of redemptions and the Board of Directors has and will continue to limit the amount of redemptions asit deems prudent.

Since inception of the program through December 31, 2012, the Company has redeemed approximately 9.8 million Units representing $101.2 million. During the
year ended December 31, 2012, the Company redeemed approximately 5.0 million Unitsin the amount of $52.0 million. As contemplated in the program, beginning with
the July 2011 redemption, the Company redeemed Units on a pro-rata basis with approximately 41%, 18%, 14%, 13%, 9% and 9% of the amounts requested redeemed
in the third and fourth quarters of 2011 and the first, second, third and fourth quarters of 2012, respectively, leaving approximately 10.2 million Units requested but not
redeemed as of the last scheduled redemption date in the fourth quarter of 2012 (October 2012). Prior to July 2011, the Company had redeemed 100% of redemption
reguests. The Company has a number of cash sourcesincluding cash from operations, dividend reinvestment plan proceeds, proceeds from borrowings and asset
sales from which it can make redemptions. See the Company’s complete consolidated statements of cash flows for the years ended December 31, 2012, 2011 and 2010
included in the Company’ s audited financial statementsin Item 8 of this Form 10-K for afurther description of the sources and uses of the Company’s cash
flows. Thefollowing isasummary of the Unit redemptions during 2011 and 2012:
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Redemption Requested Unit Units Redemption Requests
Date Redemptions Redeemed Not Redeemed
January 2011 318,891 318,891 0
April 2011 378,367 378,367 0
July 2011 3,785,039 1,549,058 2,235,981
October 2011 8,410,322 1,511,997 6,898,325
January 2012 10,689,219 1,507,187 9,182,032
April 2012 11,229,890 1,509,922 9,719,968
July 2012 10,730,084 1,004,365 9,725,719
October 2012 11,155,269 1,003,267 10,152,002

Thefollowing isasummary of redemptions during the fourth quarter of 2012 (no redemptions occurred in November and December of 2012).
Issuer Purchases of Equity Securities

@ (b) © (d
Total Number of Maximum Number
Units Purchased as of Unitsthat May

Total Number Part of Publicly Y et Be Purchased
of Units AveragePricePaid  Announced Plans ~ Under the Plansor

Period Pur chased per Unit or Programs Programs
October 2012 1,003267 $ 9.97 1,003,267 (@)

(1)  Themaximum number of Unitsthat may be redeemed in any 12 month period islimited to up to five percent (5.0%) of the weighted average number of Units
outstanding from the beginning of the 12 month period, subject to the Company’ s right to change the number of Units to be redeemed.

Series A Preferred Shares

The Series A preferred shares have no voting rights and no conversion rights. In addition, the Series A preferred shares are not separately tradable from the
common shares to which they relate. The Series A preferred shares do not have any distribution rights except a priority distribution upon the sale of the Company’s
assets. In accordance with the Company’s Articles of Incorporation, the priority distribution (“ Priority Distribution”) of each share of Series A preferred stock was
reduced by the amount of the Special Distribution, or from $11.00 to $10.25 per share. The Priority Distribution will be paid before any distribution will be made to the
holders of any other shares. Upon the Priority Distribution the Series A preferred shareswill have no other distribution rights.

Series B Convertible Preferred Shares

In November 2007, the Company issued 480,000 Series B convertible preferred shares to Glade M. Knight, the Company’s Chairman and Chief Executive
Officer. There are no dividends payable on the Series B convertible preferred shares. Holders of more than two-thirds of the Series B convertible preferred shares
must approve any proposed amendment to the Articles of Incorporation that would adversely affect the Series B convertible preferred shares. Upon liquidation, each
holder of the Series B convertible preferred sharesiis entitled to a priority liquidation payment. However the priority liquidation payment of the holder of the Series B
convertible preferred sharesisjunior to the holders of the Series A preferred shares' distribution rights. The holder of a Series B convertible preferred shareis
entitled to aliquidation payment of $11 per number of common shares into which each Series B convertible preferred share would convert. In the event that the
liquidation of the Company’s assets results in proceeds that exceed the distribution rights of the Series A preferred shares and the Series B convertible preferred
shares, the remaining proceeds will be distributed between the common shares and the Series B convertible preferred shares, on an as converted basis. The SeriesB
convertible preferred shares are convertible into common shares of the Company upon and for 180 days following the occurrence of any of the following events: (1)
substantially all of the Company’s assets, stock or businessis sold or transferred through exchange, merger, consolidation, lease, share exchange, sale or
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otherwise, other than a sale of assetsin liquidation, dissolution or winding up of the Company’s business; or (2) the termination or expiration without renewal of the
advisory agreement with A9A or if the Company ceases to use ASRG to provide property acquisition and disposition services; or (3) the Company’s common shares
are listed on any securities exchange or quotation system or in any established market.

Preferred Shares

The Company’s articles of incorporation authorize issuance of up to 30 million additional preferred shares. No preferred shares other than the Series A
preferred shares and the Series B convertible preferred shares (discussed above) have been issued. The Company believes that the authorization to issue additional
preferred shares benefits the Company and its shareholders by permitting flexibility in financing additional growth, giving the Company additional financing options
in corporate planning and in responding to developments in business, including financing of additional acquisitions and other general corporate purposes. Having
authorized preferred shares available for issuance in the future gives the Company the ability to respond to future devel opments and allows preferred sharesto be
issued without the expense and delay of aspecial shareholders' meeting. At present, the Company has no specific financing or acquisition plansinvolving the
issuance of additional preferred shares and the Company does not propose to fix the characteristics of any series of preferred sharesin anticipation of issuing
preferred shares other than the Series A preferred shares and Series B convertible preferred shares discussed above. The Company cannot now predict whether or to
what extent, if any, additional preferred shareswill be used or if so used what the characteristics of a particular seriesmay be. The voting rights and rightsto
distributions of the holders of common shares will be subject to the prior rights of the holders of any subsequently-issued preferred shares. Unless otherwise
required by applicable law or regulation, the preferred shares would be i ssuable without further authorization by holders of the common shares and on such terms
and for such consideration as may be determined by the Board of Directors. The preferred shares could be issued in one or more series having varying voting rights,
redemption and conversion features, distribution (including liquidating distribution) rights and preferences, and other rights, including rights of approval of specified
transactions. A series of preferred shares could be given rights that are superior to rights of holders of common shares and a series having preferential distribution
rights could limit common share distributions and reduce the amount holders of common shares would otherwise receive on dissol ution.

Non-Employee Directors' Stock Option Plan

The Company’s Board of Directors has adopted and the Company’ s shareholders have approved a non-employee directors' stock option plan (the “ Directors
Plan”) to provide incentives to attract and retain directors. The options issued under the Directors' Plan convert upon exercise of the optionsto Units. Each Unit
consists of one common share and one Series A preferred share of the Company. Thefollowing isasummary of securitiesissued under the Directors' Plan as of
December 31, 2012:

Number of securities

Number of securitiestobe Weighted-average remaining availablefor
issued upon exerciseof  exercisepriceof  futureissuanceunder
outstanding options,  outstanding options, equity compensation

Plan Category warrantsand rights ~ warrantsand rights plans
Equity Compensation plans approved by security holders
Non-Employee Directors Stock Option Plan 475,820 $ 10.77 2,678,271
Item 6. Selected Financial Data

The following table sets forth selected financial datafor the five years ended December 31, 2012. Certain information in the table has been derived from the
Company’s audited financial statements and notes thereto. This data should be read in conjunction with Item 7, Management’s Discussion and Analysis of Financial
Condition and Results of Operations, and Item 8, the Consolidated Financial Statements and Notes thereto, appearing elsewhere in this Annual Report on Form 10-
K. During the period from the Company’sinitial capitalization on November 9, 2007 to July 30, 2008, the Company owned no properties, had no revenue exclusive of
interest income, and was primarily engaged in capital formation activities. Operations commenced on July 31, 2008 with the Company’s first property acquisition.
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(in thousands except per share and statistical

Year Ended

Year Ended

Year Ended

Year Ended

Year Ended

data) December 31, 2012 December 31, 2011 December 31, 2010 December 31, 2009 December 31, 2008
Revenues:
Room revenue $ 331,610 $ 201858 $ 144988 $ 76,163 $ 9,501
Other revenue 33,976 28,642 15,147 9,043 2,023
Total revenue 365,586 320,500 160,135 85,206 11,524
Expenses:
Hotel operating expenses 206,568 184,641 97,292 52,297 7,422
Taxes, insurance and other 21,150 19,455 10,273 5,953 731
General and administrative 9,227 8,189 6,472 4,079 1,288
Acquisition related costs 464 5,275 19,379 4,951 -
Depreciation 52,748 48,415 28,391 14,095 2,277
Interest (income) expense, net 6,745 4,371 931 1,018 (2,346)
Total expenses 296,902 270,346 162,738 82,393 9,372
Income (loss) from continuing operations 68,684 50,154 (2,603) 2,813 2,152
Income from discontinued operations 6,792 19,834 18,860 14,041 -
Net income $ 75476 $ 69,988 $ 16257 $ 16854 $ 2,152
Per Share:
Income (loss) from continuing operations per common
share $ 037 $ 027 $ 0.02) $ 005 $ 0.14
Income from discontinued operations per common
share 0.04 0.11 0.14 0.21 -
Net income per common share $ 041 $ 038 $ 012 $ 026 $ 0.14
Distributions paid per common share (a) $ 160 $ 088 $ 088 $ 088 $ 0.51
Weighted-average common shares outstanding - basic
and diluted 182,222 182,396 135,825 66,041 15,852
Balance Sheet Data (at end of period):
Cash and cash equivalents $ 9,027 $ 30,733 $ 224,108 $ 272913 $ 75,193
Investment in rea estate, net $ 1,463,894 $ 1,480,722 $ 1461922 $ 687,509 $ 346,423
Real estate held for sale $ - % 158552 $ - % - 8 =
Total assets $ 1,526,017 $ 1,700,967 $ 1,745942 % 982,513 $ 431,619
Notes payable $ 166,783 $ 124124  $ 99,649 $ 58,688 $ 38,647
Shareholders' equity $ 1,346,133 $ 1563590 $ 1634039 $ 917,405 $ 389,740
Net book value per share $ 737 $ 855 $ 901 $ 931 $ 9.50
Other Data:
Cash Flow From (Used In):
Operating activities $ 122966 $ 116,044 $ 38758 $ 29137 % 3,317
Investing activities $ 105951 $ (166,085) $ (786,103) $ (341,131) $ (315,322)
Financing activities $ (250,623) $ (143,334) $ 698540 $ 509,714 $ 387,178
Number of hotels owned at end of period 89 88 76 33 21
Average Daily Rate (ADR) (b) $ 11 $ 07 $ 102 $ 104 $ 110
Occupancy 2% 70% 65% 62% 59%
Revenue Per Available Room (RevPAR) (c) $ 80 $ 4 $ 66 $ 64 $ 65
Tota rooms sold (d) 2,985,543 2,733,381 1,421,276 732,553 86,196
Total rooms available (e) 4,140,462 3,924,417 2,179,566 1,183,837 146,227
M odified Funds From Operations
Calculation (f):
Net income $ 75,476  $ 69,988 $ 16,257 $ 16,854 $ 2,152
Depreciation of real estate owned 52,748 49,815 30,749 15,936 2,277
Funds from operations 128,224 119,803 47,006 32,790 4,429
Acquisition related costs 464 5,275 19,379 4,951 -
Straight-line rental income (2,975) (6,158) (6,104) (4,618) -
Interest earned on note receivable 4,270 - - - -
Modified funds from operations $ 130,983 $ 118920 $ 60,281 $ 33,123 $ 4,429
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(a) 2012 distributionsinclude a special distribution of $0.75 per common share paid in May 2012.

(b) Total room revenue divided by number of rooms sold.

(c) ADR multiplied by occupancy percentage.

(d) Represents the number of room nights sold during the period.

(e) Represents the number of rooms owned by the Company multiplied by the number of nightsin the period.

(f) Funds from operations (FFO) is defined as net income (computed in accordance with generally accepted accounting principals— GAAP) excluding gains and
losses from sales of depreciable property, plus depreciation and amortization. Modified FFO (MFFO) excludes rental revenue earned, but not received during the
period or straight-line rental income and costs associated with the acquisition of real estate and includes interest earned on a note receivable that isnot included in
net income. The Company considers FFO and MFFO in evaluating property acquisitions and its operating performance and believes that FFO and MFFO should be
considered along with, but not as an alternative to, net income and cash flows as a measure of the Company’s activities in accordance with GAAP. The Company
considers FFO and MFFO as supplemental measures of operating performancein thereal estate industry, and along with the other financial measuresincluded in
this Form 10-K, including net income, cash flow from operating activities, financing activities and investing activities, they provide investors with an indication of
the performance of the Company. The Company's definition of FFO and MFFO are not necessarily the same as such terms that are used by other companies. FFO
and MFFO are not necessarily indicative of cash available to fund cash needs.
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Item 7. M anagement’s Discussion and Analysis of Financial Condition and Results of Operations

This Annual Report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the
Securities Exchange Act of 1934, asamended. Forward-looking statements are typically identified by use of terms such as“may,” “believe,” “expect,” “ anticipate,”
“intend,” “estimate,” “project,” “target,” “goal,” “plan,” “should,” “will,” “predict,” “ potential,” and similar expressions that convey the uncertainty of future events
or outcomes. Such statements involve known and unknown risks, uncertainties, and other factors which may cause the actual results, performance, or achievements
of the Company to be materially different from future results, performance or achievements expressed or implied by such forward-looking statements. Such factors
include, but are not limited to, the ability of the Company to implement its acquisition strategy and operating strategy; the Company’s ability to manage planned
growth; changes in economic cycles; financing risks; the outcome of current and future litigation, regulatory proceedings or inquiries; changesin laws or regulations
or interpretations of current laws and regulations that impact the Company’s business, assets or classification as areal estate investment trust; and competition
within the hotel and real estateindustry. Although the Company believes that the assumptions underlying the forward-looking statements contained herein are
reasonable, any of the assumptions could be inaccurate, and therefore there can be no assurance that such statementsincluded in this Annual Report will prove to
be accurate. Inlight of the significant uncertainties inherent in the forward-looking statements included herein, the inclusion of such information should not be
regarded as a representation by the Company or any other person that the results or conditions described in such statements or the objectives and plans of the
Company will be achieved. In addition, the Company’s qualification asareal estate investment trust involves the application of highly technical and complex
provisions of the Internal Revenue Code. Readers should carefully review the Company’s financial statements and the notes thereto, as well astherisk factors
described in the Company’s filings with the Securities and Exchange Commission and Item 1A in thisreport. Any forward-looking statement that the Company makes
speaks only as of the date of thisreport. The Company undertakes no obligation to publically update or revise any forward-looking statements or cautionary factors,
asaresult of new information, future events, or otherwise, except asrequired by law.

Overview

Apple REIT Nine, Inc., together with itswholly owned subsidiaries (the “ Company”), was formed to invest in income-producing real estate in the United
States. The Company wasinitialy capitalized November 9, 2007, with itsfirst investor closing on May 14, 2008. The Company completed its best-efforts offering of
Units (each Unit consists of one common share and one Series A preferred share) in December 2010. The Company has elected to be treated asareal estate
investment trust (“REIT”) for federal income tax purposes. Prior to the Company’sfirst hotel acquisition on July 31, 2008, the Company had no revenue, exclusive of
interest income. Asof December 31, 2012, the Company owned 89 hotels (one acquired during 2012, 11 acquired and one newly constructed hotel opened during
2011, 43 acquired during 2010, 12 acquired during 2009 and 21 acquired during 2008). Accordingly, the results of operationsinclude only results from the date of
ownership of the properties.

In August 2011, the Company entered into a contract for the potential sale of its 406 acres of land and land improvements located on 110 sitesin the Ft. Worth,
Texas area (the “ 110 parcels’) for atotal sale price of $198.4 million. The 110 parcelswere acquired in April 2009 for atotal purchase price of $147.3 million and were
leased to a subsidiary of Chesapeake Energy Corporation under along term lease for the production of natural gas. On April 27, 2012, the Company completed the
sale of its 110 parcels and received approximately $138.4 million in cash proceeds and issued a note receivable totaling $60.0 million to the purchaser. The operating
resultsrelated to the 110 parcels have been included in discontinued operations and are not included in the results of operations summary below.

Hotel Operations

Although hotel performance can be influenced by many factors including local competition, local and general economic conditionsin the United States and
the performance of individual managers assigned to each hotel, performance of the hotels as compared to other hotels within their respective local markets, in general,
has met the Company’s expectations for the period owned. With the significant decline in economic conditions throughout the United States over the 2008 through
2010 time period, overall performance of the Company’s hotel s has not met expectations since acquisition. Beginning in 2011 and continuing throughout 2012, the
hotel industry and Company’s revenues and operating income have shown improvement from the significant declinein the industry during 2008 through
2010. Although thereisno way to predict future general economic
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conditions, and there are several key factorsthat continue to negatively affect the economic recovery in the United States and add to general market uncertainty,
including but not limited to, the continued high levels of unemployment, the slow pace of the economic recovery in the United States and the uncertainty
surrounding the fiscal policy of the United States, the Company and industry are forecasting amid-single digit percentage increase in revenue for 2013 as compared
to 2012 for comparable hotels.

In evaluating financial condition and operating performance, the most important indicators on which the Company focuses are revenue measurements, such as
average occupancy, average daily rate (“ADR”"), revenue per available room (“RevPAR”) and market yield which compares an individual hotel’s resultsto othersin
itslocal market, and expenses, such as hotel operating expenses, general and administrative expenses and other expenses described below.

Thefollowing isasummary of the results from continuing operations of the 89 hotels owned as of December 31, 2012 for their respective periods of ownership
by the Company:

Years Ended December 31,

(in thousands, except statistical data) 2012 Per cent of Revenue 2011 Per cent of Revenue Per cent Change

Total revenue $ 365,586 100% $ 320,500 100% 14%
Hotel operating expenses 206,568 57% 184,641 58% 12%
Taxes, insurance and other expense 21,150 6% 19,455 6% 9%
General and administrative expense 9,227 3% 8,189 3% 13%
Acquisition related costs 464 5,275 -91%
Depreciation 52,748 48,415 9%
Interest expense, net 6,745 4,371 54%
Number of hotels 89 88 1%
Average Market Yield®) 123 122 1%
ADR $ 111 $ 107 4%
Occupancy 2% 70% 3%
RevPAR $ 80 $ 74 8%

(1) Calculated from data provided by Smith Travel Research, Inc.® Excludes hotels under renovation or opened |ess than two years during the applicable periods.
Legal Proceedings
Theterm the “ Apple REIT Companies’ means the Company, Apple REIT Six, Inc., Apple REIT Seven, Inc., Apple REIT Eight, Inc. and Apple REIT Ten, Inc.

On December 13, 2011, the United States District Court for the Eastern District of New Y ork ordered that three putative class actions, Kronberg, et al. v. David
Lerner Associates, Inc., et al., Kowalski v. Apple REIT Ten, Inc., et al., and Leff v. Apple REIT Ten, Inc., et al., be consolidated and amended the caption of the
consolidated matter to be In re Apple REITs Litigation. The District Court also appointed lead plaintiffs and lead counsel for the consolidated action and ordered
lead plaintiffsto file and serve a consolidated complaint by February 17, 2012. The Company was previously named as a party in all three of the above mentioned
class action lawsuits.

On February 17, 2012, lead plaintiffs and lead counsel in the In re Apple REITs Litigation, Civil Action No. 1:11-cv-02919-KAM-JO, filed an amended
consolidated complaint in the United States District Court for the Eastern District of New Y ork against the Company, Apple Suites Realty Group, Inc., Apple Eight
Advisors, Inc., Apple Nine Advisors, Inc., Apple Ten Advisors, Inc., Apple Fund Management, LLC, Apple REIT Six, Inc., Apple REIT Seven, Inc., Apple REIT
Eight, Inc. and Apple REIT Ten, Inc., their directors and certain officers, and David Lerner Associates, Inc. and David Lerner. The consolidated complaint,
purportedly
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brought on behalf of all purchasers of Unitsin the Company and the other Apple REIT Companies, or those who otherwise acquired these Units that were offered
and sold to them by David Lerner Associates, Inc., or its affiliates and on behalf of subclasses of shareholdersin New Jersey, New Y ork, Connecticut and Florida,
asserts claims under Sections 11, 12 and 15 of the Securities Act of 1933. The consolidated complaint also asserts claims for breach of fiduciary duty, aiding and
abetting breach of fiduciary duty, negligence, and unjust enrichment, and claims for violation of the securities laws of Connecticut and Florida. The complaint seeks,
among other things, certification of a putative nationwide class and the state subclasses, damages, rescission of share purchases and other costs and expenses.

On April 18, 2012, the Company, and the other Apple REIT Companies, served amotion to dismiss the consolidated complaint in the In re Apple REITs
Litigation. The Company and the other Apple REIT Companies accompanied their motion to dismiss the consolidated complaint with a memorandum of law in
support of their motion to dismiss the consolidated complaint. The briefing period for any motion to dismiss was completed on July 13, 2012.

The Company believesthat any claims against it, its officers and directors and other Apple entities are without merit, and intends to defend against them
vigorously. At thistime, the Company cannot reasonably predict the outcome of these proceedings or provide a reasonabl e estimate of the possible loss or range of
loss due to these proceedings, if any.

On October 22, 2012, the Financial Industry Regulatory Authority (“FINRA™) issued an order against David Lerner Associates, Inc. (“DLA") and David Lerner,
individually, requiring DLA to pay approximately $12 million in restitution to certain investorsin Units of Apple REIT Ten, Inc. In addition, David Lerner,
individually, was fined $250,000 and suspended for one year from the securities industry, followed by atwo year suspension from acting asaprincipal. The
Company relieson DLA for the administration of its Units and does not believe this settlement will affect the administration of its Units. The Company intends to
continue to cooperate with regulatory or governmental inquiries.

Hotels Owned
As noted above, the Company commenced operations in July 2008 upon the purchase of itsfirst hotel property. The following table summarizes the location,

brand, manager, date acquired, number of rooms and gross purchase price for each of the 89 hotels the Company owned as of December 31, 2012. All dollar amounts
arein thousands.

Gross
Date Purchase
City State Brand M anager Acquired Rooms Price
Tucson AZ Hilton Garden Inn Western 7/31/2008 125 % 18,375
Santa Clarita CA Courtyard Dimension 9/24/2008 140 22,700
Charlotte NC Homewood Suites McKibbon 9/24/2008 112 5,750
Allen TX Hampton Inn & Suites Gateway 9/26/2008 103 12,500
Twinsburg OH Hilton Garden Inn Gateway 10/7/2008 142 17,792
Lewisville TX Hilton Garden Inn Gateway 10/16/2008 165 28,000
Duncanville TX Hilton Garden Inn Gateway 10/21/2008 142 19,500
SantaClarita CA Hampton Inn Dimension 10/29/2008 128 17,129
Santa Clarita CA Residence Inn Dimension 10/29/2008 20 16,600
SantaClarita CA Fairfield Inn Dimension 10/29/2008 66 9,337
Beaumont TX Residence Inn Western 10/29/2008 133 16,900
Pueblo CO Hampton Inn & Suites Dimension 10/31/2008 81 8,025
Allen TX Hilton Garden Inn Gateway 10/31/2008 150 18,500
Bristol VA Courtyard LBA 11/7/2008 175 18,650
Durham NC Homewood Suites McKibbon 12/4/2008 122 19,050
Hattiesburg MS Residence Inn LBA 12/11/2008 84 9,793
Jackson TN Courtyard Vista 12/16/2008 9 15,200
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Gross
Date Purchase
City State Brand M anager Acquired Rooms Price
Jackson TN Hampton Inn & Suites Vista 12/30/2008 83 $ 12,600
Pittsburgh PA Hampton Inn Vista 12/31/2008 132 20,458
Fort Lauderdale FL Hampton Inn Vista 12/31/2008 109 19,290
Frisco TX Hilton Garden Inn Western 12/31/2008 102 15,050
Round Rock TX Hampton Inn Vista 3/6/2009 94 11,500
Panama City FL Hampton Inn & Suites LBA 3/12/2009 95 11,600
Austin TX Homewood Suites Vista 4/14/2009 97 17,700
Austin TX Hampton Inn Vista 4/14/2009 124 18,000
Dothan AL Hilton Garden Inn LBA 6/1/2009 104 11,601
Troy AL Courtyard LBA 6/18/2009 90 8,696
Orlando FL Fairfield Inn & Suites Marriott 7/1/2009 200 25,800
Orlando FL SpringHill Suites Marriott 7/1/2009 200 29,000
Clovis CA Hampton Inn & Suites Dimension 7/31/2009 86 11,150
Rochester MN Hampton Inn & Suites Raymond 8/3/2009 124 14,136
Johnson City TN Courtyard LBA 9/25/2009 90 9,880
Baton Rouge LA SpringHill Suites Dimension 9/25/2009 119 15,100
Houston X Marriott Western 1/8/2010 206 50,750
Albany GA Fairfield Inn & Suites LBA 1/14/2010 87 7,920
Panama City FL TownePlace Suites LBA 1/19/2010 103 10,640
Clovis CA Homewood Suites Dimension 2/2/2010 83 12,435
Jacksonville NC TownePlace Suites LBA 2/16/2010 86 9,200
Miami FL Hampton Inn & Suites Dimension 4/9/2010 121 11,900
Anchorage AK Embassy Suites Stonebridge 4/30/2010 169 42,000
Boise ID Hampton Inn & Suites Raymond 4/30/2010 186 22,370
Rogers AR Homewood Suites Raymond 4/30/2010 126 10,900
St. Louis MO Hampton Inn & Suites Raymond 4/30/2010 126 16,000
Oklahoma City OK Hampton Inn & Suites Raymond 5/28/2010 200 32,657
Ft. Worth TX TownePlace Suites Western 7/19/2010 140 18,435
Lafayette LA Hilton Garden Inn LBA 7/30/2010 153 17,261
West Monroe LA Hilton Garden Inn InterMountain 7/30/2010 134 15,639
Silver Spring MD Hilton Garden Inn White 7/30/2010 107 17,400
Rogers AR Hampton Inn Raymond 8/31/2010 122 9,600
St. Louis MO Hampton Inn Raymond 8/31/2010 190 23,000
Kansas City MO Hampton Inn Raymond 8/31/2010 122 10,130
Alexandria LA Courtyard LBA 9/15/2010 96 9,915
Grapevine TX Hilton Garden Inn Western 9/24/2010 110 17,000
Nashville TN Hilton Garden Inn Vista 9/30/2010 194 42,667
Indianapolis IN SpringHill Suites White 11/2/2010 130 12,800
Mishawaka IN Residence Inn White 11/2/2010 106 13,700
Phoenix AZ Courtyard White 11/2/2010 164 16,000
Phoenix AZ Residence Inn White 11/2/2010 129 14,000
Mettawa IL Residence Inn White 11/2/2010 130 23,500
Mettawa IL Hilton Garden Inn White 11/2/2010 170 30,500
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Gross
Date Purchase
City State Brand M anager Acquired Rooms Price

Austin TX Hilton Garden Inn White 11/2/2010 117 $ 16,000
Novi Ml Hilton Garden Inn White 11/2/2010 148 16,200
Warrenville IL Hilton Garden Inn White 11/2/2010 135 22,000
Schaumburg IL Hilton Garden Inn White 11/2/2010 166 20,500
Salt Lake City uT SpringHill Suites White 11/2/2010 143 17,500
Austin TX Fairfield Inn & Suites White 11/2/2010 150 17,750
Austin TX Courtyard White 11/2/2010 145 20,000
Chandler AZ Courtyard White 11/2/2010 150 17,000
Chandler AZ Fairfield Inn & Suites White 11/2/2010 110 12,000
Tampa FL Embassy Suites White 11/2/2010 147 21,800
Andover MA SpringHill Suites Marriott 11/5/2010 136 6,500
Philadel phia (Collegeville) PA Courtyard White 11/15/2010 132 20,000
Holly Springs NC Hampton Inn & Suites LBA 11/30/2010 124 14,880
Philadelphia (Malvern) PA Courtyard White 11/30/2010 127 21,000
Arlington TX Hampton Inn & Suites Western 12/1/2010 98 9,900
Irving TX Homewood Suites Western 12/29/2010 77 10,250
Mount Laurel NJ Homewood Suites Tharaldson 1/11/2011 118 15,000
West Orange NJ Courtyard Tharaldson 1/11/2011 131 21,500
Texarkana TX Hampton Inn & Suites InterMountain 1/31/2011 81 9,100
Fayetteville NC Home2 Suites LBA 2/3/2011 118 11,397
Manassas VA Residence Inn Tharaldson 2/16/2011 107 14,900
San Bernardino CA Residence Inn Tharaldson 2/16/2011 95 13,600
Alexandria (1) VA SpringHill Suites Marriott 3/28/2011 155 24,863
Dallas TX Hilton Hilton 5/17/2011 224 42,000
SantaAna CA Courtyard Dimension 5/23/2011 155 24,800
L afayette LA SpringHill Suites LBA 6/23/2011 103 10,232
Tucson AZ TownePlace Suites Western 10/6/2011 124 15,852
El Paso X Hilton Garden Inn Western 12/19/2011 145 19,974
Nashville TN Home2 Suites Vista 5/31/2012 119 16,660

Total 11371 $ 1,546,839

(1) The Company acquired land and began construction for this hotel during 2009. Hotel construction was completed by the Company and the hotel opened for

business on March 28, 2011. The gross purchase price includes the acquisition of land and construction costs.

The purchase price for the properties acquired through December 31, 2012, net of debt assumed, was funded primarily by the Company’s best-efforts offering
of Units, completed in December 2010. The Company assumed approximately $122.4 million of debt secured by 13 of its hotel properties and $3.8 million of unsecured
debt in connection with one of its hotel properties. The Company also used the proceeds of its best-efforts offering to pay approximately $30.5 million, representing
2% of the gross purchase price for these properties, as a brokerage commission to Apple Suites Realty Group, Inc. (“ASRG”), 100% owned by Glade M. Knight, the
Company's Chairman and Chief Executive. The Company leases al of its hotels to its wholly-owned taxable REIT subsidiary (or a subsidiary thereof) under master
hotel lease agreements. No goodwill was recorded in connection with any of the acquisitions.

Devel opment Project

On October 14, 2009, the Company entered into aground lease for approximately one acre of land located
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in downtown Richmond, Virginia. In February 2012, the Company terminated the lease and entered into a contract to purchase the land for $3.0 million, which was
completed in July 2012. In conjunction with the acquisition, the Company paid as a brokerage commission to ASRG approximately $0.06 million, representing 2% of
the gross purchase price, which was capitalized as part of the acquisition cost of the land. The Company acquired the land for the devel opment of adjoining
Courtyard and Residence Inn hotels, which is expected to begin in early 2013 and be completed within two years. Upon completion, the Courtyard and Residence Inn
are expected to contain approximately 135 and 75 guest rooms, respectively and are planned to be managed by White. The Company expects to spend atotal of
approximately $30 million to develop the hotels and has spent approximately $1.1 million in development costs as of December 31, 2012. |f the Company does not
begin vertical construction by July 2013, the seller of the property has an option to acquire the land equal to the amount of the Company’stotal cost.

Management and Franchise Agreements

Each of the Company’s 89 hotels are operated and managed under separate management agreements, by affiliates of one of the following companies:
Dimension Development Two, LLC (“Dimension”), Gateway Hospitality Group, Inc. (“ Gateway”), Hilton Management LLC (“Hilton"), Intermountain Management,
LLC (“Intermountain”), LBAM-Investor Group, L.L.C. (“LBA"), Fairfield FMC, LLC and SpringHill SMC, LLC, subsidiaries of Marriott International (“Marriott”),
MHH Management, LLC (“McKibbon™), Raymond Management Company, Inc. (“Raymond”), Stonebridge Realty Advisors, Inc. (“ Stonebridge”), Tharaldson
Hospitality Management, LLC (“Tharaldson”), VistaHost, Inc. (“Vista’), Texas Western Management Partners, L.P. (“Western”) or White Lodging Services
Corporation (“White"). The agreements generally provide for initial terms of one to 30 years. Fees associated with the agreements generally include the payment of
base management fees, incentive management fees, accounting fees, and other fees for centralized services which are allocated among all of the hotels that receive
the benefit of such services. Base management fees are cal culated as a percentage of gross revenues. |ncentive management fees are cal culated as a percentage of
operating profit in excess of apriority return to the Company, as defined in the management agreements. The Company has the option to terminate the management
agreementsiif specified performance thresholds are not satisfied. For the years ended December 31, 2012, 2011 and 2010, the Company incurred approximately $12.3
million, $10.6 million and $5.1 million in management fees.

Dimension, Gateway, |ntermountain, LBA, McKibbon, Raymond, Stonebridge, Tharaldson, Vista, Western and White are not affiliated with either Marriott or
Hilton, and as aresult, the hotels they manage were required to obtain separate franchise agreements with each respective franchisor. The Hilton franchise
agreements generally provide for aninitial term of 10 to 21 years. Fees associated with the agreements generally include the payment of royalty fees and program
fees. The Marriott franchise agreements generally provide for initial terms of 13 to 28 years. Fees associated with the agreements generally include the payment of
royalty fees, marketing fees, reservation fees and a communications support fee based on room revenues. For the years ended December 31, 2012, 2011 and 2010, the
Company incurred approximately $14.5 million, $12.8 million and $6.2 million in franchise fees.

Results of Operationsfor Years 2012 and 2011

During the period from the Company’sinitial capitalization on November 9, 2007 to July 30, 2008, the Company owned no properties, had no revenue, exclusive
of interest income and was primarily engaged in capital formation activities. The Company began operations on July 31, 2008 when it purchased itsfirst hotel. Asof
December 31, 2012, the Company owned 89 hotelswith 11,371 rooms as compared to 88 hotels (of which 11 were purchased and one newly constructed hotel opened
during 2011), with atotal of 11,252 rooms as of December 31, 2011. Asaresult of the acquisition activity during 2011 and 2012, a comparison of operations for 2012 to
prior periodsis not representative of the results that would have occurred if al properties had been owned for the entire periods presented.

Hotel performance isimpacted by many factors including the economic conditionsin the United States aswell as each locality. During the period from the
second half of 2008 through 2010, the overall weaknessin the U.S. economy had a considerabl e negative impact on both consumer and businesstravel. However,
economic conditions have shown evidence of improvement during the past two years. Asaresult, the Company expects continued improvement in revenue and
operating incomein 2013 as compared to 2012. The Company’s hotelsin general have shown results consistent with industry and brand averages for the period of
ownership.
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Revenues

The Company’s principal source of revenueis hotel revenue consisting of room and other related revenue. For the years ended December 31, 2012 and 2011,
the Company had hotel revenue of $365.6 million and $320.5 million, respectively. Thisrevenue reflects hotel operations for the 89 hotels owned as of December 31,
2012 for their respective periods of ownership by the Company. For the year ended December 31, 2012, the hotels achieved combined average occupancy of
approximately 72%, ADR of $111 and RevPAR of $80. For the year ended December 31, 2011, the hotels achieved combined average occupancy of approximately
70%, ADR of $107 and RevPAR of $74. ADR iscalculated as room revenue divided by the number of rooms sold, and RevPAR is calculated as occupancy multiplied
by ADR.

During 2012, the Company experienced an increase in demand as demonstrated by the improvement in average occupancy for its comparable hotels of 3% in
2012 as compared to 2011. In addition, also signifying a progressing economy, the Company experienced an increase in ADR of 4% for comparable hotels during
2012 as compared to the prior year. With continued demand and room rate improvement, the Company and industry are forecasting a mid-single digit percentage
increase in revenue for 2013 as compared to 2012 for comparable hotels. The Company’s hotels continue to be leaders in their respective markets. The Company’s
average Market Yield for 2012 and 2011 was 123 and 122, respectively. The Market Yield isameasure of each hotel’s RevPAR compared to the average in the market,
with 100 being the average (the index excludes hotels under renovation or open less than two years) and is provided by Smith Travel Research, Inc.®, an
independent company that tracks historical hotel performance in most markets throughout the world. The Company will continue to pursue market opportunities to
improve revenue.

In addition, seven of the hotels owned as of December 31, 2012 have opened since the beginning of 2011. Generally, newly constructed hotels require 12-24
months to establish themselves in their respective markets. Therefore, revenueis below anticipated or market levelsfor this period of time.

Expenses

Hotel operating expenses relate to the 89 hotels owned as of December 31, 2012 for their respective periods owned and consist of direct room expenses, hotel
administrative expense, sales and marketing expense, utilities expense, repair and maintenance expense, franchise fees and management fees. For the years ended
December 31, 2012 and 2011, hotel operating expenses totaled $206.6 million or 57% of total revenue and $184.6 million or 58% of total revenue. Seven of the hotels
owned have opened since the beginning of 2011 and as aresult, hotel operating expenses as a percentage of total revenue for these hotels are higher than is expected
once the properties have established themselves within their respective markets. |n addition, operating expenses were impacted by several hotel renovations, with
approximately 22,000 room nights out of service during 2012 and 16,000 room nights out of service during 2011 due to such renovations. Although operating
expenses will increase as revenue increases, the Company will continue to work with its management companies to reduce costs as a percentage of revenue where
possible while maintaining quality and service levels at each property.

Taxes, insurance, and other expense for the years ended December 31, 2012 and 2011 totaled $21.2 million or 6% of total revenue and $19.5 million or 6% of total
revenue. For comparable hotels, real estate taxes decreased in 2012 due to successful appeals of tax assessments at certain locations. These decreases were partially
offset by higher taxes for certain properties due to the reassessment of property values by localities resulting from the improved economy. Also, for comparable
hotels, 2012 insurance rates increased due to property and casualty carriers’ losses world-wide in the past year. With the improved economy, the Company
anticipates continued increases in property tax assessmentsin 2013 and amoderate increase in insurance rates.

General and administrative expense for the years ended December 31, 2012 and 2011 was $9.2 million and $8.2 million. The principal components of general and
administrative expense are advisory fees and reimbursable expenses, legal fees, accounting fees, the Company’s share of thelossin itsinvestment in Apple Air
Holding, LLC, and reporting expenses. During 2012 and 2011, the Company incurred approximately $1.7 million and $1.1 million, respectively in legal costsrelated to
the legal matters discussed herein and continued costs related to responding to requests from the staff of the Securities and Exchange Commission (“SEC”). The SEC
staff has been conducting a non-public investigation, which isfocused principally on the adequacy of certain disclosuresin the Company’sfilings with the SEC
beginning in 2008, aswell as the Company’sreview of certain transactionsinvolving the Company and the other Apple REIT Companies. The Company intendsto
continue to cooperate with the SEC staff, and it is engaging in a dialogue with the SEC staff concerning these issues and the roles of certain officers. The Company
does not believe the issues raised by the SEC staff
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affect the material accuracy of the Company's consolidated financial statements. At thistime, the Company cannot predict the outcome of thisinvestigation asto the
Company or any of its officers, nor can it predict the timing associated with any such conclusion or resolution. As discussed below under Related Parties, the
Company shareslegal counsel with the other Apple REIT Companies. Total costs for these legal mattersfor all of the Apple REIT Companies was approximately $7.3
million in 2012. The Company anticipatesit will continue to incur significant legal costs at least during the first half of 2013 related to these matters. Also, during the
fourth quarter of 2011, the Company began to incur costs associated with its evaluation of a potential consolidation transaction with Apple REIT Six, Inc., Apple
REIT Seven, Inc. and Apple REIT Eight, Inc. (the“other Apple REITS"). Total costsincurred during 2012 and 2011 were approximately $0.6 million and $0.1

million. In May 2012, it was determined by the Board of Directors of the Company and the Board of Directors of each of the other Apple REITs not to move forward
with the potential consolidation transaction at that time.

Acquisition related costs for the years ended December 31, 2012 and 2011 were $0.5 million and $5.3 million. The decline was due to the reductionin
acquisitions from 11 hotels and one newly constructed hotel in 2011 to one acquisition in 2012. The costsincludetitle, legal, accounting, pre-opening and other
related costs, aswell as the brokerage commission paid to ASRG for the properties acquired or newly opened during the respective period.

Depreciation expense for the years ended December 31, 2012 and 2011 was $52.7 million and $48.4 million. Depreciation expense primarily represents expense
of the Company’s 89 hotel buildings and related improvements, and associated personal property (furniture, fixtures, and equipment) for their respective periods
owned. Theincrease was due to the increase in the number of properties owned and renovations completed throughout 2012 and 2011.

Interest expense for the years ended December 31, 2012 and 2011 was $7.4 million and $6.0 million, respectively and is net of approximately $0.7 million and $0.5
million of interest capitalized associated with renovation and construction projects. Interest expense primarily arose from debt assumed with the acquisition of 14 of
the Company’s hotels, the origination of three mortgage |oans during the third quarter 2012 totaling $47.7 million, and borrowings on the Company’s $30 million non-
revolving line of credit that was extinguished and paid off during the third quarter of 2012 with a portion of the proceeds from the newly originated mortgage
loans. During the years ended December 31, 2012 and 2011, the Company also recognized $0.6 million and $1.6 million in interest income, primarily representing
interest on excess cash invested in short-term money market instruments and two mortgage notes acquired during 2010, of which one of the notes totaling $11.0
million was repaid by the borrower in December 2011.

Results of Operationsfor Years 2011 and 2010

As of December 31, 2011, the Company owned 88 hotels (of which 11 were purchased and one newly constructed hotel opened during 2011) with 11,252 rooms
as compared to 76 hotels (of which 43 were acquired during 2010, including 22 acquisitions during the fourth quarter of 2010), with atotal of 9,695 rooms as of
December 31, 2010. Asaresult of the acquisition activity during 2010 and 2011, a comparison of operations for 2011 to prior periodsis not representative of the
results that would have occurred if all properties had been owned for the entire periods presented.

Revenues

For the years ended December 31, 2011 and 2010, the Company had hotel revenue of $320.5 million and $160.1 million, respectively. Thisrevenue reflects hotel
operations for the 88 hotels owned as of December 31, 2011 for their respective periods of ownership by the Company. For the year ended December 31, 2011, the
hotel s achieved combined average occupancy of approximately 70%, ADR of $107 and RevPAR of $74. For the year ended December 31, 2010, the hotels achieved
combined average occupancy of approximately 65%, ADR of $102 and RevPAR of $66. Since the beginning of 2010 the Company has experienced an increasein
demand as demonstrated by the improvement in average occupancy for its comparable hotels of 7% in 2011 as compared to 2010. In addition, also signifying a
stabilizing economy, the Company experienced an increasein ADR of 3% for comparable hotels during 2011 as compared to the prior year. The Company’s average
Market Yield for 2011 and 2010 was 126 and 123, respectively and excludes hotels under renovation or opened less than two years. In addition, 14 of the hotels
owned as of December 31, 2011 have opened since the beginning of 2010. Generally, newly constructed hotels require 12-24 months to establish themselvesin their
respective markets. Therefore, revenue is below anticipated or market levelsfor this period of time.
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Expenses

Hotel operating expenses relate to the 88 hotels owned as of December 31, 2011 for their respective periods owned. For the years ended December 31, 2011
and 2010, hotel operating expenses totaled $184.6 million or 58% of total revenue and $97.3 million or 61% of total revenue. Eight of the 43 hotels acquired in 2010 and
six of the 12 new hotelsin 2011 are newly opened hotels and as aresult, hotel operating expenses as a percentage of total revenue for these hotels are higher thanis
expected once the properties have established themsel ves within their respective markets. In addition, operating expenses were impacted by several hotel
renovations, with approximately 16,000 room nights out of service during 2011 and 14,400 room nights out of service during 2010 due to such renovations.

Taxes, insurance, and other expense for the years ended December 31, 2011 and 2010 totaled $19.5 million or 6% of total revenue and $10.3 million or 6% of total
revenue. Asdiscussed above, with the addition of 14 new hotelsin the past two years, taxes, insurance and other expense as a percentage of revenue is anticipated
to decline as the properties become established in their respective markets.

General and administrative expense for the years ended December 31, 2011 and 2010 was $8.2 million and $6.5 million. During 2011 and 2010, the Company
incurred approximately $1.1 million and $0.5 million, respectively in legal costsrelated to the legal matters discussed herein and costs related to responding to
requests from the staff of the SEC as discussed above. Also, during the fourth quarter of 2011, the Company incurred costs totaling $0.1 million associated with its
evaluation of apotential consolidation transaction with the other Apple REITs as discussed above.

Acquisition related costs for the years ended December 31, 2011 and 2010 were $5.3 million and $19.4 million. The decline was due to the reduction in
acquisitionsfrom 43in 2010 to 11in 2011. The costsincludetitle, legal, accounting, pre-opening and other related costs, as well as the brokerage commission paid to
ASRG for the properties acquired or newly opened during the respective period.

Depreciation expense for the years ended December 31, 2011 and 2010 was $48.4 million and $28.4 million. Depreciation expense primarily represents expense
of the Company’s 88 hotel buildings and related improvements, and associated personal property (furniture, fixtures, and equipment) for their respective periods
owned. Theincrease was due to the increase in the number of properties owned and renovations completed throughout 2011 and 2010.

Interest expense for the years ended December 31, 2011 and 2010 was $6.0 million and $2.9 million, respectively and is net of approximately $0.5 million and $0.6
million of interest capitalized associated with renovation and construction projects. Interest expense primarily arose from debt assumed with the acquisition of 14 of
the Company’s hotels (two loans were assumed in 2011 and five in 2010). During the years ended December 31, 2011 and 2010, the Company also recognized $1.6
million and $2.0 million in interest income, primarily representing interest on excess cash invested in short-term money market instruments and two mortgage notes
acquired during 2010, of which one of the notes totaling $11.0 million was repaid by the borrower in December 2011.

Discontinued Operations

In April 2009, the Company acquired from a subsidiary of Chesapeake Energy Corporation (“ Chesapeake”) approximately 417 acres of land and land
improvements located on 113 sitesin the Ft. Worth, Texas area and simultaneously entered into aground lease with Chesapeake. Theland isused by Chesapeake for
the production of natural gas. Thelease hasan initial term of 40 years from its commencement date of April 2009, and remaining annual rent ranging from $15.0 million
to $26.7 million. Under the lease, the tenant is responsible for all operating costs associated with the real estate. Chesapeake Energy Corporation isapublicly held
company that istraded on the New Y ork Stock Exchange.

In February 2010, the Company agreed to sell back to Chesapeake two of the sites originally purchased from Chesapeake and rel ease Chesapeake from their
associated |ease obligation. The sales price for the two sites was equal to the Company’s original purchase price, approximately $2.6 million. The Company earned
and received rental income for the period held totaling approximately $240,000.

In July 2011, the Company agreed to sell back to Chesapeake one of the sites originally purchased from Chesapeake and rel ease Chesapeake from their

associated lease obligation. The sales price for the site was $1.4 million, which approximates the net book value of the site. The Company earned and received rental
income for the period held totaling approximately $310,000.
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In August 2011, the Company entered into a contract for the potential sale of its remaining 110 parcels (which were acquired for atotal purchase price of $147.3
million) and the assignment of the lease with Chesapeake for atotal sale price of $198.4 million. On April 27, 2012, the Company completed the sale of its 110 parcels
and the assignment of the lease with Chesapeake and received approximately $138.4 million in cash proceeds and issued a note receivabl e totaling $60.0 million to the
purchaser (the “note”). The note, which approximates fair market value, is secured by ajunior lien on the 110 parcels. The stated interest rate on the noteis
10.5%. The note requiresinterest only payments for thefirst three years of the note. After thefirst three years, interest is accrued and paymentswill only be
received once the purchaser extinguishesits senior loan with athird party. Once the senior loan isrepaid, the Company will receive all payments from the existing
lease on the 110 parcels until fully repaid or the note reaches maturity which is April 2049. Although the purchaser is not affiliated with the Company, a partner of the
purchaser is also amember of the Board of Directors of Apple REIT Ten, Inc. In conjunction with the sale, the Company incurred a brokerage commission to ASRG
totaling approximately $4.0 million, representing 2% of the gross sales price. Of this amount, approximately $2.8 million was paid to ASRG during the second quarter
of 2012 and the remaining $1.2 million will be paid upon repayment of the $60.0 million note. The $4.0 million commission has been recorded as a reduction to the
deferred gain on sale as described below.

The total gain on sale was approximately $33.4 million (total sale price of $198.4 million less carrying value totaling $160.5 million, ASRG fee totaling $4.0 million,
closing costs totaling $0.2 million and related franchise taxes totaling $0.3 million). In accordance with the Accounting Standards Codification on real estate sales, the
salestransaction is being accounted for under the cost recovery method, therefore the gain on sale and interest earned on the note will be deferred until cash
payments by the purchaser, including principal and interest on the note due to the Company and the payment of the $138.4 million at closing exceed the Company’s
cost basis of the 110 parcelssold. The note receivableisincluded in the Company’s consolidated balance sheets, net of the total deferred gain. As of December 31,
2012, the note receivable, net was $22.4 million, including $60 million note receivable, offset by $33.4 million deferred gain and $4.3 million deferred interest
earned. Prior to the sale, the 110 parcels were classified in the consolidated balance sheets asreal estate held for sale and were recorded at their carrying amount,
totaling approximately $158.6 million as of December 31, 2011, which included real estate net book value totaling $141.8 million and straight-line rent receivable
totaling $16.8 million. The 110 parcels was a separate reportable segment and the results of operations for these properties have been classified in the consolidated
statements of operationsin the lineitem income from discontinued operations.

Thefollowing table sets forth the components of income from discontinued operations for the years ended December 31, 2012, 2011 and 2010 (in thousands):

Years Ended December 31,

2012 2011 2010
Rental revenue $ 6826 $ 21,357 $ 21,325
Operating expenses 34 123 107
Depreciation expense 0 1,400 2,358
Income from discontinued operations $ 6,792 $ 19834 $ 18,860

Prior to the sale, the lease was classified as an operating lease and rental income was recognized on a straight-line basis over theinitial term of the
lease. Rental revenue includes approximately $2.0 million, $6.2 million and $6.1 million of adjustments to record rent on the straight-line basis for the years ended
December 31, 2012, 2011 and 2010, respectively.

Related Parties

The Company has, and is expected to continue to engage in, significant transactions with related parties. These transactions cannot be construed to be at
arm’slength and the results of the Company’s operations may be different if these transactions were conducted with non-related parties. The Company’s
independent members of the Board of Directors oversee and annually review the Company’srelated party relationships (which include the rel ationships discussed in
this section) and are required to approve any significant modifications to the contracts, as well as any new significant related party transactions. There were no
changes to the contracts discussed in this section and no new significant related party transactions during 2012 (other than the |oan guarantee and assignment and
transfer agreements discussed below). The
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Board of Directorsis not required to approve each individual transaction that falls under the related party relationships. However, under the direction of the Board of
Directors, at least one member of the Company’s senior management team approves each related party transaction.

The Company has a contract with ASRG, to acquire and dispose of real estate assets for the Company. A fee of 2% of the gross purchase price or gross sale
pricein addition to certain reimbursable expensesis paid to ASRG for these services. Asof December 31, 2012, paymentsto ASRG for fees under the terms of this
contract related to the acquisition of assets have totaled approximately $33.5 million sinceinception. Of this amount, the Company incurred approximately $0.4
million, $4.0 million and $15.6 million for years ended December 31, 2012, 2011 and 2010. In addition, the Company incurred a brokerage commission to ASRG totaling
approximately $4.0 million related to the sale of the Company’s 110 parcelsin April 2012, which has been recorded as areduction to the deferred gain on sale. Of this
amount, approximately $2.8 million was paid to ASRG during the second quarter of 2012 and the remaining $1.2 million will be paid upon repayment of the $60 million
note.

The Company is party to an advisory agreement with Apple Nine Advisors, Inc. (“A9A™), pursuant to which A9A provides management servicesto the
Company. A9A provides these management services through an affiliate called Apple Fund Management LLC (“AFM™), which isawholly-owned subsidiary of
Apple REIT Six, Inc. Anannual advisory fee ranging from 0.1% to 0.25% of total equity proceeds received by the Company, in addition to certain reimbursable
expenses, are payable to A9A for these management services. Total advisory feesincurred by the Company under the advisory agreement are included in general
and administrative expenses and totaled approximately $2.9 million, $3.0 million and $1.5 million for the years ended December 31, 2012, 2011 and 2010. Theincreasein
2012 and 2011 is due to the Company reaching the next fee tier under the advisory agreement due to improved results of operations for the Company during those
periods. At December 31, 2011, $1.0 million of the 2011 advisory fee had not been paid and wasincluded in accounts payable and accrued expensesin the
Company’s consolidated balance sheet. Thisamount was paid during thefirst quarter of 2012. No amounts were outstanding at December 31, 2012.

In addition to the fees payable to ASRG and A9A, the Company reimbursed to A9A or ASRG or paid directly to AFM on behalf of A9A or ASRG
approximately $2.2 million, $2.1 million and $2.1 million for the years ended December 31, 2012, 2011 and 2010. The expenses reimbursed were approximately $0.2
million, $0.3 million and $1.1 million, respectively for costs reimbursed under the contract with ASRG and approximately $2.0 million, $1.8 million and $1.0 million,
respectively for costs reimbursed under the contract with A9A. The costs areincluded in general and administrative expenses and are for the Company’s
proportionate share of the staffing and related costs provided by AFM at the direction of A9A.

AFM isan affiliate of Apple Six Advisors, Inc., Apple Seven Advisors, Inc., Apple Eight Advisors, Inc., Apple Nine Advisors, Inc., Apple Ten Advisors, Inc.,
ASRG and Apple Six Realty Group, Inc., (collectively the“ Advisors” which are wholly owned by Glade M. Knight). As such, the Advisors provide management
services through the use of AFM to, respectively, Apple REIT Six, Inc., Apple REIT Seven, Inc., Apple REIT Eight, Inc., Apple REIT Ten, Inc. and the Company
(collectively the “Apple REIT Entities”). Although thereis apotential conflict on time allocation of employees due to the fact that a senior manager, officer or staff
member will provide services to more than one company, the Company believes that the executives and staff compensation sharing arrangement described more fully
below allows the companies to share costs yet attract and retain superior executives and staff. The cost sharing structure also allows each entity to maintain amuch
more cost effective structure than having separate staffing arrangements. Amounts reimbursed to AFM include both compensation for personnel and
“overhead” (office rent, utilities, benefits, office supplies, etc.) used by the companies. Since the employees of AFM perform services for the Apple REIT Entities
and Advisors at the direction of the Advisors, individuas, including executive officers, receive their compensation at the direction of the Advisors and may receive
consideration directly from the Advisors.

The Advisorsand Apple REIT Entities allocate all of the costs of AFM among the Apple REIT Entities and the Advisors. The allocation of costsfrom AFM is
reviewed at least annually by the Compensation Committees of the Apple REIT Entities. In making the allocation, management of each of the entities and their
Compensation Committee consider all relevant facts related to each company’s level of business activity and the extent to which each company requires the services
of particular personnel of AFM. Such payments are based on the actual costs of the services and are not based on formal record keeping regarding the time these
personnel devote to the Company, but are based on a good faith estimate by the employee and/or his or her supervisor of the time devoted by the employeeto the
Company. As part of thisarrangement, the day-to-day transactions may result in amounts due to or from the Apple REIT Entities. To efficiently
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manage cash disbursements, an individual Apple REIT Entity may make payments for any or al of the related companies. The amounts due to or from the related
Apple REIT Entity are reimbursed or collected and are not significant in amount.

On November 29, 2012, Apple REIT Six, Inc. entered into amerger agreement with a potential buyer that is not affiliated with the Apple REIT Entities or its
Advisors (“the merger”). To maintain the current cost sharing structure, on November 29, 2012, A9A entered into an assignment and transfer agreement with Apple
REIT Six, Inc. for the transfer of Apple REIT Six, Inc.’sinterestin AFM. The assignment and transfer is expected to occur immediately after the closing of the
merger. As part of the assignment, A9A and the other Advisors agreed to indemnify the potential buyer for any liabilities related to AFM. The assignment of
AFM’sinterest to A9A, if it occurs, will have no impact on the Company’s advisory agreement with A9A or the process of allocating costs from AFM to the Apple
REIT Entities or Advisors, excluding Apple REIT Six, Inc. as described above, which will increase the remaining companies' share of the allocated costs.

Also, on November 29, 2012, in connection with the merger, the Company entered into atransfer agreement with Apple REIT Six, Inc. for the potential
acquisition of the Apple REIT Entities and Advisors' headquartersin Richmond, Virginia (“ Headquarters”) and the assignment of the Fort Worth, Texas office lease
agreement for approximately $4.5 million which is expected to closeimmediately prior to the closing of the merger. Also, as part of the purchase, the Company agreed
to indemnify Apple REIT Six, Inc. for any liabilities related to the Headquarters or office lease. If the closing occurs, any costs associated with the Headquarters and
officelease (i.e. office rent, utilities, office supplies, etc.) will continue to be allocated to the Apple REIT Entities and Advisors, excluding Apple REIT Six, Inc. as
described above.

ASRG and A9A are 100% owned by Glade M. Knight, Chairman and Chief Executive Officer of the Company. Mr. Knight isalso Chairman and Chief Executive
Officer of Apple REIT Six, Inc., Apple REIT Seven, Inc., Apple REIT Eight, Inc. and Apple REIT Ten, Inc. Membersof the Company’s Board of Directors are also on
the Board of Directors of Apple REIT Six, Inc., Apple REIT Seven, Inc., and Apple REIT Eight, Inc.

Included in other assets, net on the Company’s consolidated balance sheet is a 24% equity investment in Apple Air Holding, LLC (“Apple Air”). The other
members of Apple Air are Apple REIT Six, Inc., Apple REIT Seven, Inc. and Apple REIT Eight, Inc. Through its equity investment, the Company has accessto Apple
Air'saircraft for acquisition, asset management and renovation purposes. The Company’s equity investment was approximately $1.9 million and $2.1 million as of
December 31, 2012 and 2011. The Company has recorded its share of income and losses of the entity under the equity method of accounting and adjusted its
investment in Apple Air accordingly. For the years ended December 31, 2012, 2011 and 2010, the Company recorded aloss of approximately $0.2 million, $0.2 million
and $0.8 million respectively, asits share of the net loss of Apple Air, which primarily relates to the depreciation of the aircraft and the reduction in basis of the
aircraft in 2010 due to the planned trade in for one new airplanein 2011, and isincluded in general and administrative expense in the Company’s consolidated
statements of operations. Apple Air owned two aircraft during 2010, but reduced its ownership to one aircraft during the first quarter of 2011.

The Company hasincurred legal fees associated with the Legal Proceedings discussed herein. The Company also incurs other professional fees such as
accounting, auditing and reporting. These fees areincluded in general and administrative expense in the Company’s consolidated statements of operations. To be
cost effective, these services received by the Company are shared as applicable across the other Apple REIT Entities. The professionals cannot always specifically
identify their fees for one company; therefore management all ocates these costs across the companies that benefit from the services.

Dueto the significant discount offered by the original lender, in October 2010, the Company purchased a mortgage note with an outstanding balance of
approximately $11.3 million for atotal purchase price of approximately $10.8 million from an unrelated third party. In accordance with the terms of the note, in
December 2011, the borrower repaid the remaining outstanding balance totaling $11.0 million. The interest rate on this mortgage was a variable rate based on the 3-
month LIBOR, and averaged 5% during the period held. The note required monthly payments of principal and interest. The borrower on the note was Apple Eight
SPE Columbia, Inc., anindirect wholly owned subsidiary of Apple REIT Eight, Inc. and the note was secured by aHilton Garden Inn hotel located in Columbia, South
Carolina. Total interest income, including the accretion of the note discount, recorded by the Company for the years ended December 31, 2012, 2011 and 2010 was
approximately $0, $0.9 million and $0.2 million.

In May 2012, the Company entered into a Loan Agreement (the “ Loan Agreement”) with acommercial bank, which provided for a $30 million non-revolving
line of credit with amaturity date of November 15,
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2012. During thethird quarter of 2012, the line of credit was extinguished and the outstanding principal balance totaling $30 million, plus accrued interest was paid in
full. The Loan Agreement was guaranteed by Glade M. Knight, the Company’s Chairman and Chief Executive Officer and was secured by assets of Mr. Knight. Mr.
Knight did not receive any consideration in exchange for providing this guaranty and security. Theindependent directors of the Company’s Board of Directors
approved Mr. Knight providing a guaranty under the Loan Agreement.

Series B Convertible Preferred Stock

The Company has issued 480,000 Series B convertible preferred shares to Glade M. Knight, Chairman and Chief Executive Officer of the Company, in exchange
for the payment by him of $0.10 per Series B convertible preferred share, or an aggregate of $48,000. The Series B convertible preferred shares are convertible into
common shares pursuant to the formula and on the terms and conditions set forth below.

There are no dividends payable on the Series B convertible preferred shares. Holders of more than two-thirds of the Series B convertible preferred shares must
approve any proposed amendment to the articles of incorporation that would adversely affect the Series B convertible preferred shares.

Upon the Company’ s liquidation, the holder of the Series B convertible preferred sharesis entitled to a priority liquidation payment before any distribution of
liquidation proceeds to the holders of the common shares. However, the priority liquidation payment of the holder of the Series B convertible preferred sharesis
junior to the holders of the Series A preferred shares’ distribution rights. The holder of a Series B convertible preferred shareis entitled to aliquidation payment of
$11 per number of common shares each Series B convertible preferred share would be convertible into according to the formula described below. In the event that the
liquidation of the Company’s assets resultsin proceeds that exceed the distribution rights of the Series A preferred shares and the Series B convertible preferred
shares, the remaining proceeds will be distributed between the common shares and the Series B convertible preferred shares, on an as converted basis.

Each holder of outstanding Series B convertible preferred shares shall have the right to convert any of such shares into common shares of the Company upon
and for 180 days following the occurrence of any of the following events:

(1) substantially all of the Company’s assets, stock or businessis sold or transferred through exchange, merger, consolidation, |ease, share exchange,
sale or otherwise, other than a sale of assetsin liquidation, dissolution or winding up of the Company;

(2) the termination or expiration without renewal of the advisory agreement with A9A, or if the Company ceases to use ASRG to provide property
acquisition and disposition services; or

(3) the Company’s common shares are listed on any securities exchange or quotation system or in any established market.

Upon the occurrence of any conversion event, each Series B convertible preferred share may be converted into 24.17104 common shares. In the event the
Company raises additional gross proceedsin a subsequent public offering, each Series B convertible preferred share may be converted into an additional number of
common shares based on the additional gross proceeds raised through the date of conversion in a subsequent public offering according to the following formula:
(X/100 million) x 1.20568, where X isthe additional gross proceeds rounded down to the nearest $100 million.

No additional consideration is due upon the conversion of the Series B convertible preferred shares. The conversion into common shares of the Series B
convertible preferred shares will result in dilution of the shareholders’ interests and the termination of the Series A preferred shares.

Expense related to the issuance of 480,000 Series B convertible preferred sharesto Mr. Knight will be recognized at such time when the number of common
sharesto be issued for conversion of the Series B convertible preferred shares can be reasonably estimated and the event triggering the conversion of the Series B
convertible preferred shares to common shares occurs. The expense will be measured as the difference between the fair value of the common stock for which the
Series B convertible preferred shares can be converted and the amounts paid for the Series B convertible preferred shares. |f a conversion event had occurred as of
December 31, 2012, expense would have ranged from $0 to in excess of $127.6 million (assumes $11 per common share fair market value) which represents
approximately 11.6 million shares of common stock.
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Liquidity and Capital Resources
Contractual Commitments
Thefollowing is a summary of the Company’s significant contractual obligations as of December 31, 2012:

Amount of Commitments Expiring per Period

(000's) Total Lessthan 1 Year 2-3Years 4-5Years Over 5Years
Property Purchase Commitments $ 4500 $ 4500 $ - % - $ =
Debt (including interest of $42.5 million) 207,731 12,999 78,103 65,156 51,473
Ground L eases 13,899 244 503 508 12,644
$ 226130 $ 17743 $ 78606 $ 65,664 $ 64,117

Capital Resources

In November 2012, the Company entered into an unsecured Credit Agreement (the “ Credit Agreement”) with acommercial bank, which providesfor aninitial
$50 million revolving credit facility that may beincreased to $100 million, subject to certain conditions. The credit facility will be utilized for working capital, hotel
renovations and development, and other general corporate funding purposes, including the payment of redemptions and distributions. Under the terms of the Credit
Agreement, the Company may make voluntary prepaymentsin whole or in part, at any time. The Credit Agreement maturesin November 2014; however, the
Company has the right, upon satisfaction of certain conditions, including covenant compliance and payment of an extension fee, to extend the maturity date to
November 2015. Interest payments are due monthly and the interest rate, subject to certain exceptions, is equal to the one-month LIBOR (the London Inter-Bank
Offered Rate for aone-month term) plus amargin ranging from 2.25% to 2.75%, depending upon the Company’s leverage ratio, as cal culated under the terms of the
Credit Agreement. The Company is also required to pay an unused facility fee of 0.30% or 0.40% on the unused portion of the revolving credit facility, based on the
amount of borrowings outstanding during the quarter. Asof December 31, 2012, there were no borrowings outstanding under the credit facility. Loan origination
costs totaling approximately $0.3 million are being amortized as interest expense through the November 2014 maturity date.

The Credit Agreement requires the Company to maintain a specific pool of Unencumbered Borrowing Base Properties (must be a minimum of ten properties
and must satisfy conditions as defined in the Credit Agreement). The obligations of the Lenders to make any advances under the Credit Agreement are subject to
certain conditions, including that the outstanding borrowings do not exceed the Borrowing Base Availability. The credit facility contains customary affirmative
covenants and negative covenants and events of default. In addition, the credit facility contains the following quarterly financial covenants (capitalized terms are
defined in the Credit Agreement):

e A maximum Consolidated Total Indebtedness limit of 45% of the aggregate Real Estate Values for al Eligible Rea Estate that is or qualifies as an
Unencumbered Borrowing Base Property;

o A maximum Consolidated Total Indebtedness limit of 50% of the Consolidated Total Asset Value;

o A minimum Adjusted Consolidated EBITDA to Consolidated Fixed Charges covenant of 1.75 to 1.00 for the total of the four trailing quarterly periods;
o A minimum Consolidated Tangible Net Worth of $1.0 billion;

o A maximum Consolidated Secured Debt limit of 40% of Consolidated Total Asset Value;

o A minimum Adjusted NOI for all Eligible Real Estate that is or qualifies as an Unencumbered Borrowing Base Property to Implied Debt Service covenant of
2.2510 1.00;

o A maximum Consolidated Secured Recourse | ndebtedness of $10 million; and
o Restricted Payments (including Distributions and Unit Redemptions), net of proceeds from the Company’s Dividend Reinvestment Plan, cannot exceed $38
million during any calendar quarter and quarterly Distributions cannot exceed $0.21 per share for the period from October 1, 2012 through and including June

30, 2013, and thereafter must not exceed $152 million in any cumulative 12 month period and Distributions cannot exceed $0.83025 per share for any calendar
year, unless such Restricted Payments are | ess than the Company’ s Funds From Operations for any cumulative four calendar quarters.
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The Company was in compliance with each of these covenants at December 31, 2012.

During the third quarter of 2012, the Company entered into three mortgage |oan agreements with acommercial bank for atotal of $47.7 million. Eachloanis
secured by one of the following Company hotels: Grapevine, Texas Hilton Garden Inn; Collegeville, Pennsylvania Courtyard; and Anchorage, Alaska Embassy
Suites. Two loans maturein September 2022 and one matures in October 2022, and all three loans will amortize based on a 25 year term with aballoon payment due at
maturity. Interest is payable monthly on the outstanding balance of each |oan at an annual rate of 4.89% to 4.97%. At closing, the Company used a portion of the
total proceeds of the loans to extinguish and payoff its $30 million non-revolving line of credit and to pay transaction costs. The remaining proceeds will be used for
general corporate purposes, including capital expenditures, redemptions and distributions. Loan origination costs totaling approximately $0.3 million are being
amortized as interest expense through each loan’ s respective maturity date.

Capital Uses

The Company’s principal sources of liquidity are cash on hand, the operating cash flow generated from the Company’ s properties, interest received on the
Company’s note receivables and the $50 million revolving credit facility. The Company anticipates that cash on hand, cash flow from operations, interest received
from notes receivables and availability under its revolving credit facility will be adequate to meet its anticipated liquidity requirements, including debt service, capital
improvements (including its development project discussed herein), required distributions to shareholders (the Company is not required to make distributions at its
current rate for REIT purposes), and planned Unit redemptions.

Asaresult of the sale of its 110 parcels, the Board of Directors approved a special distribution of $0.75 per Unit, totaling $136.1 million on May 17, 2012 to
shareholders of record on May 11, 2012 (the “ Special Distribution”). In accordance with the Company’s Articles of Incorporation, the liquidation preference of each
share of Series A preferred stock was reduced by the amount of the Special Distribution, from $11.00 to $10.25 per share. Also, asaresult of the sale and Special
Distribution, the Company’s Board of Directors changed the annualized distribution rate from $0.88 per Unit to $0.83 per Unit beginning with the June 2012
distribution, and in August 2012, the Board of Directors slightly increased the annualized distribution rate from $0.83 per Unit to $0.83025 per Unit. Additionally, the
offering price per Unit under the Company’s Dividend Reinvestment Plan was adjusted by the amount of the Special Distribution (from $11.00 to $10.25), and the
purchase price per Unit under the Company’s Unit Redemption Program was adjusted by the amount of the Special Distribution (from $11.00 to $10.25 for the
maximum purchase price, based on the original purchase price and length of time such Units have been held by the sharehol der).

To maintainits REIT status the Company is required to distribute at least 90% of its ordinary income. Distributions (excluding the Special Distribution
discussed above) during 2012 totaled approximately $155.0 million and were paid at amonthly rate of $0.073334 per common share during the first five months of 2012,
$0.069167 per common share for June and July 2012, and $0.0691875 per common share for the last five months of 2012. For the same period the Company’s net cash
generated from operations was approximately $123.0 million. Due to the inherent delay between raising capital and investing that same capital in income producing
real estate, a portion of the distributions to date have been funded from proceeds from the Company’s completed initial public offering of Units (completed in
December 2010) and from additional borrowings by the Company, and this portion of distributionsis expected to be treated as areturn of capital for federal income tax
purposes.

The Company’s objective in setting an annualized distribution rateisto project arate that will provide consistency over the life of the Company taking into
account acquisitions, dispositions, capital improvements, ramp up of new properties, completion of planned development projects and varying economic cycles. To
meet this objective, the Company may reguire the use of debt and offering proceeds, in addition to cash from operations. Since a portion of distributions has to date
been funded with proceeds from the offering of Units, proceeds from the sale of the 110 parcels and borrowings, the Company’s ability to maintain its current
intended rate of distribution will be primarily based on the ability of the Company’s properties to generate cash from operations at thislevel, aswell asthe
Company’s ability to utilize currently available financing, or the Company’s ability to obtain additional financing. Since there can be no assurance of the Company’s
ability to obtain additional financing or that the properties owned by the Company will provide income at this level, there can be no assurance asto the classification
or duration of distributions at the current rate. Proceeds of the offering which were distributed are not available for investment in properties.
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In July 2009, the Company instituted a Unit Redemption Program to provide limited interim liquidity to its shareholders who have held their Unitsfor at |east
oneyear. Sincetheinception of the program through April 2012, shareholders were permitted to request redemption of Unitsfor a purchase price equal to 92% of the
price paid per Unit if the Units have been owned for less than three years, or 100% of the price paid per Unit if the Units have been owned more than three years. In
May 2012, as aresult of the Special Distribution, the purchase price per Unit under the Company’s Unit Redemption Program was adjusted by the amount of the
Special Distribution (from $11.00 to $10.25 for the maximum purchase price, based on the original purchase price and length of time such Units have been held by the
shareholder). The maximum number of Unitsthat may be redeemed in any given year isfive percent of the weighted average number of Units outstanding during the
12-month period immediately prior to the date of redemption. The Company reserves the right to change the purchase price of redemptions, reject any request for
redemption, or otherwise amend the terms of, suspend, or terminate the Unit Redemption Program. Since inception of the program through December 31, 2012, the
Company has redeemed approximately 9.8 million Units representing $101.2 million, including 5.0 million Unitsin the amount of $52.0 million, 3.8 million Unitsin the
amount of $39.2 million and $0.7 million Unitsin the amount of $7.5 million redeemed during 2012, 2011 and 2010, respectively. As contemplated in the program,
beginning with the July 2011 redemption, the schedul ed redemption date for the third quarter of 2011, the Company redeemed Units on a pro-ratabasis. Prior to July
2011, the Company redeemed 100% of redemption requests. Thefollowing isasummary of the Unit redemptions during 2011 and 2012:

Redemption Requested Unit Units Redemption Requests
Date Redemptions Redeemed Not Redeemed
January 2011 318,891 318,891 0
April 2011 378,367 378,367 0
July 2011 3,785,039 1,549,058 2,235,981
October 2011 8,410,322 1,511,997 6,898,325
January 2012 10,689,219 1,507,187 9,182,032
April 2012 11,229,890 1,509,922 9,719,968
July 2012 10,730,084 1,004,365 9,725,719
October 2012 11,155,269 1,003,267 10,152,002

Asnoted in the table above, beginning with the July 2011 redemption, the total redemption requests exceeded the authorized amount of redemptions and, asa
result, the Board of Directors has and will continue to limit the amount of redemptions asit deems prudent. Currently, the Company plans to redeem under its Units
Redemption Program approximately 2% of weighted average Units during 2013.

In December 2010, the Company instituted a Dividend Reinvestment Plan for its shareholders. The plan provides away to increase shareholder investment in
the Company by reinvesting dividends to purchase additional Units of the Company. The uses of the proceeds from this plan may include purchasing Units under
the Company’s Unit Redemption Program, enhancing properties, satisfying financing obligations and other expenses, increasing working capital, funding various
corporate operations, and acquiring hotels. Asaresult of the Special Distribution, beginning in May 2012, the offering price per Unit under the Company’s Dividend
Reinvestment Plan was adjusted by the amount of the Special Distribution (from $11.00 to $10.25). The Company has registered 20.0 million Units for potential
issuance under the plan. During the years ended December 31, 2012 and 2011, approximately 4.8 million Units, representing $50.0 million in proceeds to the Company,
and 5.4 million Units, representing $59.1 million in proceeds to the Company, were issued under the plan. No Units were issued under the plan as of December 31,
2010. Sinceinception of the plan through December 31, 2012, approximately 10.1 million Units, representing $109.1 million in proceeds to the Company, were issued
under the plan.

The Company has on-going capital commitments to fund its capital improvements. The Company isrequired, under all of the hotel management agreements
and certain loan agreements, to make available, for the repair, replacement, refurbishing of furniture, fixtures, and equipment, a percentage of gross revenues provided
that such amount may be used for the Company’s capital expenditureswith respect to the hotels. Asof December 31, 2012, the Company held $7.5 million in reserves
for capital expenditures. During 2012, the Company spent approximately $16.2 million on capital expenditures for existing hotels and anticipates spending
approximately $20 to $25 million during 2013. Additionaly, the Company acquired land in Richmond, Virginia
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for the development of adjoining Courtyard and Residence Inn hotels, which is expected to begin in early 2013 and be compl eted within two years. The Company
expectsto spend atotal of approximately $30 million to develop the hotels and has spent approximately $1.1 million in development costs as of December 31, 2012, of
which approximately $0.3 million was incurred during 2012. If the Company does not begin vertical construction by July 2013, the seller of the property has an option
to acquire the land equal to the amount of the Company’stotal cost.

On November 29, 2012, and as aresult of the merger, the Company entered into atransfer agreement with Apple REIT Six, Inc. for the potential acquisition of
the Apple REIT Entities' and Advisors’ headquartersin Richmond, Virginia (“Headquarters’) and the assignment of the Fort Worth, Texas office |ease agreement for
approximately $4.5 million which is expected to close immediately prior to the closing of the merger. Also, as part of the purchase, the Company agreed to indemnify
Apple REIT Six, Inc. for any liabilities related to the Headquarters or office lease. |If the closing occurs, any costs associated with the Headquarters and office lease
(i.e. officerent, utilities, office supplies, etc.) will continue to be allocated to the Apple REIT Entities and Advisors, excluding Apple REIT Six, Inc. as described
above. Since there can be no assurance at this time that the merger will occur, there can be no assurance that the closing will occur under the transfer agreement.

Impact of Inflation

Operators of hotels, in general, possess the ability to adjust room rates daily to reflect the effects of inflation. Competitive pressures may, however, limit the
operators’ ability to raise room rates. Currently the Company is not experiencing any material impact from inflation.

BusinessInterruption

Being inthereal estateindustry, the Company is exposed to natural disasters on both alocal and national scale. Although management believesthereis
adequate insurance to cover this exposure, there can be no assurance that such events will not have a material adverse effect on the Company’s financial position or
results of operations.

Seasonality

The hotel industry historically has been seasonal in nature. Seasonal variationsin occupancy at the Company’s hotels may cause quarterly fluctuationsin its
revenues. Generally, occupancy rates and hotel revenues are greater in the second and third quarters than in the first and fourth quarters. To the extent that cash
flow from operationsisinsufficient during any quarter, due to temporary or seasonal fluctuationsin revenue, the Company expectsto utilize cash on hand or, if
necessary, any available other financing sources to make distributions.

Critical Accounting Policies

The following contains a discussion of what the Company believes to be critical accounting policies. Theseitems should be read to gain afurther
understanding of the principles used to prepare the Company’s financial statements. These principlesinclude application of judgment; therefore, changesin
judgments may have a significant impact on the Company’ s reported results of operations and financial condition.

Investment Policy

Upon acquisition of real estate properties, the Company estimates the fair value of acquired tangible assets (consisting of land, land improvements, buildings
and improvements) and identified intangible assets and liabilities, in-place |eases and assumed debt based on evaluation of information and estimates available at that
date. Generally, the Company does not acquire hotel properties that have significant in-place |eases as |ease terms for hotel properties are very short termin
nature. The Company has not assigned any value to intangible assets such as management contracts and franchise agreements as such contracts are generally at
current market rates and any other value attributabl e to these contracts is not considered material. Beginning January 1, 2009, the Company has expensed as incurred
all transaction costs associated with the acquisitions of existing businesses, including title, legal, accounting and other related costs, aswell as the brokerage
commission paid to ASRG. For acquisitions of existing businesses prior to January 1, 2009, these costs were capitalized as part of the cost of the acquisition.

39




Index

Capitalization Policy

The Company considers expenditures to be capital in nature based on the following criteria: (1) for asingle asset, the cost must be at least $500, including all
normal and necessary costs to place the asset in service, and the useful life must be at |east one year; (2) for group purchases of 10 or more identical assets, the unit
cost for each asset must be at least $50, including all normal and necessary costs to place the asset in service, and the useful life must be at |east one year; and (3) for
major repairs to a single asset, the repair must be at |east $2,500 and the useful life of the asset must be substantially extended.

Impairment Losses Policy

The Company records impairment losses on hotel properties used in operationsif indicators of impairment are present, and the sum of the undiscounted cash
flows estimated to be generated by the respective properties over their estimated remaining useful life, based on historical and industry data, is|ess than the
properties’ carrying amount. |ndicators of impairment include a property with current or potential losses from operations, when it becomes more likely than not that a
property will be sold before the end of its previously estimated useful life or when events, trends, contingencies or changesin circumstances indicate that a
triggering event has occurred and an asset’s carrying value may not be recoverable. The Company monitors its properties on an ongoing basis by analytically
reviewing financial performance and considers each property individually for purposes of reviewing for indicators of impairment. As many indicators of impairment
are subjective, such as general economic and market declines, the Company also prepares an annual recoverability analysis for each of its properties to assist with its
evaluation of impairment indicators. The analysis compares each property’s net book value to each property’s estimated operating income using current operating
results for each stabilized property and projected stabilized operating results based on the property’s market for properties that recently opened, were recently
renovated or experienced other short-term business disruption. Since the Company’s planned initial hold period for each property is 39 years the Company’s
ongoing analysis and annual recoverability analysis have not identified any impairment losses and no impairment | osses have been recorded to date. |f events or
circumstances change such as the Company’s intended hold period for a property or if the operating performance of a property declines substantially for an extended
period of time, the Company’s carrying value for a particular property may not be recoverable and an impairment loss will be recorded. Impairment losses are
measured as the difference between the asset’ sfair value and its carrying value.

Subsequent Events

In January 2013, the Company declared and paid approximately $12.6 million or $0.0691875 per outstanding common share, in distributions to its common
shareholders, of which approximately $3.8 million or 371,000 Units were issued under the Company’s Dividend Reinvestment Plan.

In January 2013, under the guidelines of the Company’s Unit Redemption Program, the Company redeemed approximately 1.0 million Unitsin the amount of
$10.0 million. As contemplated in the program, the Company redeemed Units on a pro-rata basis, whereby a percentage of each requested redemption was fulfilled at
the discretion of the Company’s Board of Directors. This redemption was approximately 8% of thetotal 12.1 million requested Unitsto be redeemed, with
approximately 11.1 million requested Units not redeemed.

In February 2013, the Company declared and paid approximately $12.6 million or $0.0691875 per outstanding common share, in distributions to its common
shareholders, of which approximately $3.7 million or 364,000 Units were issued under the Company’s Dividend Reinvestment Plan.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk

The Company does not engage in transactions in derivative financial instruments or derivative commaodity instruments. Asof December 31, 2012, the
Company’sfinancial instruments were not exposed to significant market risk due to foreign currency exchange risk, commodity pricerisk or equity pricerisk. The
Company will be exposed to interest rate risk due to possible changesin short term interest rates asit investsits cash. Based on the Company’s cash invested at
December 31, 2012, of $9.0 million, every 100 basis points change in interest rates will impact the Company’ s annual net income by approximately $90,000, all other
factorsremaining the same. Although the Company had no outstanding balance on its $50 million revolving credit facility at December 31, 2012, the Company will be
exposed to changes in short-term interest rates to the extent that it utilizes the credit facility.

The Company has assumed or originated fixed interest rate notes payable to lenders under permanent financing arrangements. The following table summarizes
the annual maturities and average interest rates of the Company’s fixed rate notes payabl e outstanding at December 31, 2012. All dollar amounts are in thousands.

Fair

Market

2013 2014 2015 2016 2017 Thereafter Total Value
Maturities $ 3714 $ 3935 $ 57298 $ 39780 $ 18382 $ 42123 $ 165232 $ 173,343

Average interest rates 5.6% 5.6% 5.6% 5.4% 5.1% 4.9%
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Item 8. Financial Statementsand Supplementary Data

Report of Management
on Internal Control Over Financial Reporting

March 7, 2013
To the Shareholders
Apple REIT Nine, Inc.

Management of Apple REIT Nine, Inc. (the“Company”) isresponsible for establishing and maintaining adequate internal control over financial reporting and
for the assessment of the effectiveness of internal control over financial reporting. Asdefined by the Securities and Exchange Commission, internal control over
financial reporting is aprocess designed by, or under the supervision of the Company’s principal executive and principal financial officers and effected by the
Company’s Board of Directors, management and other personnel, to provide reasonabl e assurance regarding the reliability of financial reporting and the preparation
of the consolidated financial statementsin accordance with U.S. generally accepted accounting principles.

The Company’sinternal control over financial reporting is supported by written policies and procedures that (1) pertain to the maintenance of recordsthat, in
reasonable detail, accurately and fairly reflect the Company’s transactions and dispositions of the Company’s assets; (2) provide reasonabl e assurance that
transactions are recorded as necessary to permit preparation of the consolidated financial statementsin accordance with generally accepted accounting principles,
and the receipts and expenditures of the Company are being made only in accordance with authorizations of the Company’s management and directors; and (3)
provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of the Company’s assets that could have a
material effect on the consolidated financial statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changesin conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

In connection with the preparation of the Company’s annual consolidated financial statements, management has undertaken an assessment of the
effectiveness of the Company’sinternal control over financial reporting as of December 31, 2012, based on criteria established in Internal Control—Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO Framework). Management’s assessment included an
evaluation of the design of the Company’sinternal control over financial reporting and testing of the operational effectiveness of those controls.

Based on this assessment, management has concluded that as of December 31, 2012, the Company’sinternal control over financial reporting was effective to
provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statementsfor external purposesin accordance with U.S.
generally accepted accounting principles.

Ernst & Young LLP, the independent registered public accounting firm that audited the Company’s consolidated financial statementsincluded in thisreport,
has issued an attestation report on the Company’sinternal control over financial reporting, a copy of which appears on the next page of this annual report.

/s GLADE M. KNIGHT /s’ BRYAN PEERY
Glade M. Knight Bryan Peery
Chairman and Chief Executive Officer Chief Financial Officer

(Principal Accounting Officer)
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Report of Independent Registered Public Accounting Firm on Internal Control over Financial Reporting

The Board of Directors and Sharehol ders of
Apple REIT Nine, Inc.

We have audited Apple REIT Nine, Inc.’sinternal control over financial reporting as of December 31, 2012, based on criteria established in Internal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the COSO criteria). Apple REIT Nine, Inc.'s management
isresponsible for maintaining effective internal control over financial reporting, and for its assessment of the effectiveness of internal control over financial reporting
included in the accompanying Report of Management on Internal Control Over Financial Reporting. Our responsibility isto express an opinion on the company’s
internal control over financial reporting based on our audit.

We conducted our audit 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 reasonabl e assurance about whether effective internal control over financial reporting was maintained in all material respects.
Our audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, testing and evaluating
the design and operating effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion.

A company’sinternal control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and
the preparation of financial statements for external purposesin accordance with generally accepted accounting principles. A company’sinternal control over financial
reporting includes those policies and procedures that (1) pertain to the maintenance of recordsthat, in reasonable detail, accurately and fairly reflect the transactions
and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance with
authorizations of management and directors of the company; and (3) provide reasonabl e assurance regarding prevention or timely detection of unauthorized
acquisition, use or disposition of the company’s assets that could have a material effect on the financial statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become inadequate because of changesin conditions, or that the degree of compliance with
the policies or procedures may deteriorate.

In our opinion, Apple REIT Nine, Inc. maintained, in all material respects, effective internal control over financial reporting as of December 31, 2012, based on
the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the 2012 consolidated financial
statements of Apple REIT Nine, Inc. and our report dated March 7, 2013 expressed an unqualified opinion thereon.

/s ERNST & YOUNG LLP
Richmond, Virginia
March 7, 2013




Report of Independent Registered Public Accounting Firm

The Board of Directors and Sharehol ders of
Apple REIT Nine, Inc.

We have audited the accompanying consolidated balance sheets of Apple REIT Nine, Inc. as of December 31, 2012 and 2011, and the related consolidated
statements of operations, shareholders' equity and cash flows for each of the three years in the period ended December 31, 2012. Our audits also included the
financial statement schedule listed in the Index at Item 15(2). These financial statements and schedule are the responsibility of the Company’s management. Our
responsibility isto express an opinion on these financial statements and schedule 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. An audit includes examining,
on atest basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes 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 al material respects, the consolidated financial position of Apple REIT Nine, Inc. at
December 31, 2012 and 2011, and the consolidated results of its operations and its cash flows for each of the three years in the period ended December 31, 2012, in
conformity with U.S. generally accepted accounting principles. Also, in our opinion, the related financial statement schedule, when considered in relation to the basic
financial statementstaken asawhole, presentsfairly in all material respects the information set forth therein.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), Apple REIT Nine, Inc.’sinterna
control over financial reporting as of December 31, 2012, based on criteria established in Internal Control-Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission and our report dated March 7, 2013 expressed an unqualified opinion thereon.

/s ERNST & YOUNG LLP
Richmond, Virginia
March 7, 2013




Assets

Investment in real estate, net of accumulated depreciation
of $145,927 and $93,179, respectively

Real estate held for sale

Cash and cash equivalents

Note receivable, net

Due from third party managers, net

Other assets, net
Total Assets

Liabilities
Notes payable
Accounts payable and accrued expenses
Total Liabilities

Shareholders Equity

APPLE REIT NINE, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

Preferred stock, authorized 30,000,000 shares; none issued and outstanding
Series A preferred stock, no par value, authorized 400,000,000 shares;

issued and outstanding 182,619,400 and 182,883,617 shares, respectively
Series B convertible preferred stock, no par value, authorized 480,000 shares;

issued and outstanding 480,000 shares

Common stock, no par value, authorized 400,000,000 shares;

issued and outstanding 182,619,400 and 182,883,617 shares, respectively

Distributions greater than net income
Total Shareholders Equity

Total Liabilitiesand Shareholders Equity

See notesto consolidated financial statements.
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Asof December 31,

2012 2011
1463894 $ 1,480,722
0 158,552

9,027 30,733
22,375 0
10,751 9,605
19,970 21,355
1526017 $ 1,700,967
166,783 $ 124,124
13,101 13,253
179,884 137,377
0 0

0 0

48 48
1,805,335 1,807,175
(459,250) (243,633)
1,346,133 1,563,590
1526017 $ 1,700,967




Revenues:
Room revenue
Other revenue
Total revenue

Expenses:
Operating expense

Hotel administrative expense

Sales and marketing

Utilities

Repair and maintenance

Franchisefees

Management fees

Taxes, insurance and other

General and administrative

Acquisition related costs

Depreciation expense
Total expenses

Operating income (loss)

Interest expense, net

Income (loss) from continuing operations

Income from discontinued operations

Net income

Basic and diluted net income (loss) per common share

From continuing operations

From discontinued operations
Total basic and diluted net income per common share

APPLE REIT NINE, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except per share data)

Y ears Ended December 31,

2012 2011 2010
$ 331610 $ 291,858 $ 144,988
33,976 28,642 15,147
365,586 320,500 160,135
94,103 82,514 44,713
27,048 24,973 12,688
31,263 27,210 13,938
14,034 13,814 7,708
13,355 12,703 6,944
14,503 12,797 6,230
12,262 10,630 5,071
21,150 19,455 10,273
9,227 8,189 6,472
464 5,275 19,379
52,748 48,415 28,391
290,157 265,975 161,807
75,429 54,525 1672)
(6,745) (4,371) (931)
68,684 50,154 (2,603)
6,792 19,834 18,860
$ 75476 $ 69,988 $ 16,257
$ 037 $ 027 $ (0.02)
0.04 011 014
$ 041 $ 038 $ 0.12
182,222 182,39 135,825

Weighted average common shares outstanding - basic and diluted

Seenotesto consolidated financial statements.
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Balance at December 31, 2009

Net proceeds from the sale
of common shares

Common shares redeemed

Stock options granted

Net income

Cash monthly distributions declared
and paid to shareholders ($0.88
per share)

Balance at December 31, 2010

Net proceeds from the sale
of common shares

Common shares redeemed

Stock options granted

Net income

Cash monthly distributions declared
and paid to shareholders ($0.88
per share)

Balance at December 31, 2011

Net proceeds from the sale
of common shares

Common shares redeemed

Stock options granted

Net income

Special distribution paid
to shareholders ($0.75 per share)

Cash monthly distributions declared
and paid to shareholders ($0.85
per share)

Balance at December 31, 2012

APPLE REIT NINE, INC.
CONSOLIDATED STATEMENTS OF SHAREHOLDERS EQUITY

(in thousands, except per share data)

SeriesB Convertible

Common Stock Preferred Stock Distributions
Number of Number of Greater Than
Shares Amount Shares Amount Net Income Total

98,510 968,710 480 $ 48 (51,353) $ 917,405
83,489 825,833 0 0 0 825,833
(726) (7,462) 0 0 0 (7,462)
0 132 0 0 0 132
0 0 0 0 16,257 16,257
0 0 0 0 (118,126) (118,126)
181,273 1,787,213 480 48 (153,222) 1,634,039
5,369 58,948 0 0 0 58,948
(3,758) (39,168) 0 0 0 (39,168)
0 182 0 0 0 182
0 0 0 0 69,988 69,988
0 0 0 0 (160,399) (160,399)
182,884 1,807,175 480 48 (243,633) 1,563,590
4,760 50,007 0 0 0 50,007
(5,025) (51,987) 0 0 0 (51,987)
0 140 0 0 0 140
0 0 0 0 75,476 75,476
0 0 0 0 (136,113) (136,113)
0 0 0 0 (154,980) (154,980)
182,619 1,805,335 480 $ 48 (459,250) $ 1,346,133

Seenotesto consolidated financial statements.
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APPLE REIT NINE, INC.

CONSOLIDATED STATEMENTSOF CASH FLOWS

Cash flows from oper ating activities:

Net income

Adjustments to reconcile net income to cash provided by
operating activities:
Depreciation, including discontinued operations
Amortization of deferred financing costs, fair value

adjustments and other non-cash expenses, net

Straight-line rental income

Changes in operating assets and liabilities:
Increase in due from third party managers, net
Decrease (increase) in other assets, net
Increase (decrease) in accounts payable and accrued expenses

Net cash provided by operating activities

Cash flowsfrom investing activities:
Cash paid for acquisitions, net
Proceeds from sale of assets, net
Deposits and other disbursements for potential acquisitions, net
Capital improvements and devel opment costs
Decrease (increase) in capital improvement reserves
Interest received on note receivable
Repayment (investment) in other assets
Net cash provided by (used in) investing activities

Cash flows from financing activities:
Net proceeds related to issuance of Units
Redemptions of Units
Special distribution paid to common shareholders
Monthly distributions paid to common shareholders
Proceeds from notes payable
Payments of notes payable
Deferred financing costs
Net cash used in financing activities

Decreasein cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Supplemental information:
Interest paid

Non-cash transactions:
Notes payable assumed in acquisitions

Other assets assumed in acquisitions
Other liabilities assumed in acquisitions
Note receivable issued from sale of assets

(in thousands)

Y ears Ended December 31,

2012 2011 2010
$ 75476 $ 69,988 $ 16,257
52,748 49,815 30,749

304 354 304

(1,975) (6,158) (6,104)

(1,146) (1,326) (5.944)

(588) 612 1,011

(1,853) 2,759 1,585

122,966 116,044 38,758

(18,017) (161,645) (740,735)

135,410 1,396 2,606

0 (760) (12,345)

(16,526) (15,734) (22,736)

569 (126) 3,558

4515 0 0

0 10,784 (16,451)

105,951 (166,085) (786,103)

50,007 58,843 825,857

(51,987) (39,168) (7,462)

(136,113) 0 0

(154,980) (160,399) (118,126)

77,690 0 0

(34,512) (2,200) (1,135)

(728) (410) (594)

(250,623) (143,334) 698,540

(21,706) (193,375) (48,805)

30,733 224,108 272,913

$ 9027 $ 3073 $ 224,108
$ 7973 $ 6545 $ 3571
$ 0 3 5942 $ 42,715
$ 0 3 550 $ 203
$ 0 3 1,243 $ 2912
$ 60000 $ 0 3 0

See notesto consolidated financial statements.
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NOTESTO CONSOLIDATED FINANCIAL STATEMENTS
Note 1
Organization and Summary of Significant Accounting Policies
Organization

Apple REIT Nine, Inc., together with itswholly owned subsidiaries (the “ Company”), isa Virginiacorporation formed to invest in income-producing real estate
inthe United States. Initial capitalization occurred on November 9, 2007 and operations began on July 31, 2008 when the Company acquired itsfirst hotel. The
Company concluded its best-efforts offering of Units (each Unit consists of one common share and one Series A preferred share) in December 2010. The Company’s
fiscal year endis December 31. The Company has no foreign operations or assets and its operating structure includes only one segment. The consolidated financial
statements include the accounts of the Company and its subsidiaries. All intercompany accounts and transactions have been eliminated. Although the Company has
aninterest in avariableinterest entity through its note receivable, it is not the primary beneficiary as the Company does not have any elements of power in the
decision making process of the entity and does not share in any of the benefits, and therefore does not consolidate the entity. Asof December 31, 2012, the
Company owned 89 hotels located in 27 states with an aggregate of 11,371 rooms.

The Company has elected to be treated as areal estate investment trust (“REIT”) for federal income tax purposes. The REIT Modernization Act, effective
January 1, 2001, permitsreal estate investment trusts to establish taxable businesses to conduct certain previously disallowed business activities. The Company has
awholly-owned taxable REIT subsidiary (or subsidiary thereof) (collectively, the “Lessee”), which leases all of the Company’s hotels.

Cash and Cash Equivalents

Cash and cash equivalents consist of highly liquid investments with original maturities of three monthsor less. The fair market value of cash and cash
equivalents approximates their carrying value. Cash balances may at times exceed federal depository insurance limits.

Investment in Real Estate and Related Depreciation

Real estate is stated at cost, net of depreciation. Repair and maintenance costs are expensed asincurred while significant improvements, renovations, and
replacements are capitalized. Depreciation is computed using the straight-line method over average estimated useful lives of the assets, which are 39 yearsfor
buildings, 17 years for franchise fees, ten years for major improvements and three to seven years for furniture and egquipment.

The Company considers expenditures to be capital in nature based on the following criteria: (1) for asingle asset, the cost must be at least $500, including all
normal and necessary coststo place the asset in service, and the useful life must be at |east one year; (2) for group purchases of 10 or more identical assets, the unit
cost for each asset must be at least $50, including all normal and necessary costs to place the asset in service, and the useful life must be at |east one year; and (3) for
major repairs to a single asset, the repair must be at least $2,500 and the useful life of the asset must be substantially extended.

Upon acquisition of real estate properties, the Company estimates the fair value of acquired tangible assets (consisting of land, buildings and improvements)
and identified intangible assets and liabilities, in-place leases and assumed debt based on evaluation of information and estimates available at that date. Generally,
the Company does not acquire hotel properties that have significant in-place |eases as |ease terms for hotel properties are very short term in nature. The Company
has not assigned any val ue to management contracts and franchise agreements as such contracts are generally at current market rates and any other value
attributabl e to these contracts is not considered material. Beginning January 1, 2009, the Company has expensed as incurred all transaction costs associated with the
acquisitions of existing businesses, including title, legal, accounting and other related costs, as well as the brokerage commission paid to Apple Suites Realty Group,
Inc. (“ASRG"), arelated party 100% owned by Glade M. Knight, the Chairman and Chief Executive Officer of the Company. For acquisitions of existing businesses
prior to January 1, 2009, these costs were capitalized as part of the cost of the acquisition.

The Company records impairment losses on hotel properties used in operationsif indicators of impairment are present, and the sum of the undiscounted cash

flows estimated to be generated by the respective properties over their estimated remaining useful life, based on historical and industry data, isless than the
properties’ carrying amount. Indicators of impairment include a property with current or potential losses from
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operations, when it becomes more likely than not that a property will be sold before the end of its previously estimated useful life or when events, trends,
contingencies or changes in circumstances indicate that a triggering event has occurred and an asset’s carrying value may not be recoverable. The Company
monitors its properties on an ongoing basis by analytically reviewing financial performance and considers each property individually for purposes of reviewing for
indicators of impairment. As many indicators of impairment are subjective, such as general economic and market declines, the Company also prepares an annual
recoverability analysis for each of its propertiesto assist with its evaluation of impairment indicators. The analysis compares each property’s net book value to each
property’s estimated operating income using current operating results for each stabilized property and projected stabilized operating results based on the property’s
market for properties that recently opened, were recently renovated or experienced other short-term business disruption. Since the Company’s planned initial hold
period for each property is 39 years the Company’s ongoing analysis and annual recoverability analysis have not identified any impairment losses and no impairment
losses have been recorded to date. |If events or circumstances change such as the Company’sintended hold period for a property or if the operating performance of
aproperty declines substantially for an extended period of time, the Company’s carrying value for a particular property may not be recoverable and an impairment
losswill be recorded. Impairment losses are measured as the difference between the asset’ sfair value and its carrying value.

Disposition and Discontinued Operations

In August 2011, the Company entered into a contract for the potential sale of its 406 acres of land and land improvements located on 110 sitesin the Ft. Worth,
Texas area (the “ 110 parcels’) and the assignment of its lease with Chesapeake Energy Corporation, at which time the 110 parcels were classified in the consolidated
balance sheet asreal estate held for sale and were recorded at their carrying amount, including real estate net book value and straight-line rent receivable. The
operating results for the 110 parcels, which was a separate reportable segment, have been classified in the consolidated statements of operationsin the lineitem
income from discontinued operations. In April 2012, the Company completed the sale of its 110 parcels and the assignment of the |ease with Chesapeake and
received a portion of the total sales price in cash proceeds and issued a note receivabl e to the purchaser for the remaining balance. The noteis secured by ajunior
lien on the 110 parcels. The sale resulted in again, which was calculated as the total sales price, less the carrying amount of the properties, the brokerage commission
to ASRG, closing costs and related franchise taxes. In accordance with the Accounting Standards Codification on real estate sales, the sales transaction is being
accounted for under the cost recovery method, therefore the gain on sale and interest earned on the note will be deferred until cash payments by the purchaser,
including principal and interest on the note due to the Company and the cash payment at closing exceed the Company’s cost basis of the 110 parcels sold. The note
receivableisincluded in the Company’s consolidated balance sheet, net of the total deferred gain.

Revenue Recognition
Hotel revenue is recognized as earned, which is generally defined as the date upon which a guest occupies aroom or utilizes the hotel’ s services.
Comprehensive Income
The Company recorded no comprehensive income other than net income for the periods reported.
Earnings Per Common Share
Basic earnings per common share is computed based upon the weighted average number of shares outstanding during the year. Diluted earnings per shareis
calculated after giving effect to all potential common shares that were dilutive and outstanding for the year. There were no potential common shares with adilutive
effect for the years ended December 31, 2012, 2011 and 2010. Asaresult, basic and dilutive outstanding shares were the same. Series B convertible preferred shares
are not included in earnings per common share cal culations until such time that such shares are eligible to be converted to common shares.
Federal Income Taxes
The Company is operated as, and has el ected to be taxed as, aREIT under Sections 856 to 860 of the Internal Revenue Code. Earnings and profits, which will

determine the taxability of distributions to shareholders, will differ from income reported for financial reporting purposes primarily due to the differences for federal
income tax purposesin the estimated useful lives used to compute depreciation, straight-line rent
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and acquisition related costs. Total distributionsin 2012 of $1.60 per share for tax purposes were 28% ordinary income, 16% |long-term capital gain and 56% return of
capital. The characterization of 2011 distributions of $0.88 per share for tax purposes was 52% ordinary income and 48% return of capital. The characterization of
2010 distributions of $0.88 per share for tax purposes was 38% ordinary income and 62% return of capital.

The Lessee, as ataxable REIT subsidiary of the Company, is subject to federal and state incometaxes. Thetaxable REIT subsidiary had taxable income for the
year ended December 31, 2012 and incurred aloss for the years ended December 31, 2011 and 2010. Due to the availability of net operating losses from prior years the
Company did not have any federal tax expensein 2012. No operating loss benefit has been recorded in the consolidated bal ance sheet since realization is uncertain
dueto the history of operating losses. Thetotal net operating loss carry forward for federal income tax purposes was approximately $22.3 million as of December 31,
2012. The net operating losses expire beginning in 2028. There are no material differences between the book and tax cost basis of the Company’s assets and
liahilities, except for acquisition related costs which are capitalized for tax purposes and the deferred gain and interest from discontinued operations which are
recognized as income for tax purposes.

As of December 31, 2012 the tax years that remain subject to examination by major tax jurisdictions generally include 2009-2012.

Sales and Marketing Costs

Sales and marketing costs are expensed when incurred. These costs represent the expense for franchise advertising and reservation systems under the terms
of the hotel management and franchise agreements and general and administrative expenses that are directly attributable to advertising and promotion.

Use of Estimates

The preparation of the financial statementsin conformity with United States generally accepted accounting principles requires management to make estimates
and assumptions that affect the amounts reported in the consolidated financial statements and accompanying notes. Actual results could differ from those estimates.

Note 2
Investment in Real Estate

The Company’sinvestment in real estate consisted of the following (in thousands):

December 31, December 31,
2012 2011

Land $ 140424 $ 137,339
Building and Improvements 1,349,246 1,325,915
Furniture, Fixtures and Equipment 114,501 105,335
Franchise Fees 4,592 4,589
Construction in Progress 1,058 723

1,609,821 1,573,901
Less Accumulated Depreciation (145,927) (93,179)
Investment in Real Estate, net $ 146389 $ 1,480,722

Hotels Owned

As of December 31, 2012, the Company owned 89 hotels, located in 27 states, consisting of the following:
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Total by Number of
Brand Brand Rooms

Hampton Inn 21 2,529
Hilton Garden Inn 18 2,509
Courtyard 13 1,689
Homewood Suites 7 735
Fairfield Inn 5 613
TownePlace Suites 4 453
Residence Inn 8 874
SpringHill Suites 7 986
Marriott 1 206
Embassy Suites 2 316
Home2 Suites 2 237
Hilton 1 224

89 11,371

The following table summarizes the location, brand, manager, date acquired, number of rooms and gross purchase price for each of the 89 hotels the Company
owned as of December 31, 2012. All dollar amounts are in thousands.

Gross
Date Purchase
City State Brand M anager Acquired Rooms Price
Tucson AZ Hilton Garden Inn Western 7/31/2008 125 % 18,375
SantaClarita CA Courtyard Dimension 9/24/2008 140 22,700
Charlotte NC Homewood Suites McKibbon 9/24/2008 112 5,750
Allen TX Hampton Inn & Suites Gateway 9/26/2008 103 12,500
Twinsburg OH Hilton Garden Inn Gateway 10/7/2008 142 17,792
Lewisville TX Hilton Garden Inn Gateway 10/16/2008 165 28,000
Duncanville TX Hilton Garden Inn Gateway 10/21/2008 142 19,500
Santa Clarita CA Hampton Inn Dimension 10/29/2008 128 17,129
Santa Clarita CA Residence Inn Dimension 10/29/2008 90 16,600
Santa Clarita CA Fairfield Inn Dimension 10/29/2008 66 9,337
Beaumont TX Residence Inn Western 10/29/2008 133 16,900
Pueblo CcOo Hampton Inn & Suites Dimension 10/31/2008 81 8,025
Allen X Hilton Garden Inn Gateway 10/31/2008 150 18,500
Bristol VA Courtyard LBA 11/7/2008 175 18,650
Durham NC Homewood Suites McKibbon 12/4/2008 122 19,050
Hattiesburg MS Residence Inn LBA 12/11/2008 84 9,793
Jackson TN Courtyard Vista 12/16/2008 94 15,200
Jackson TN Hampton Inn & Suites Vista 12/30/2008 83 12,600
Pittsburgh PA Hampton Inn Vista 12/31/2008 132 20,458
Fort Lauderdale FL Hampton Inn Vista 12/31/2008 109 19,290
Frisco TX Hilton Garden Inn Western 12/31/2008 102 15,050
Round Rock TX Hampton Inn Vista 3/6/2009 94 11,500
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Gross
Date Purchase
City State Brand M anager Acquired Rooms Price
Panama City FL Hampton Inn & Suites LBA 3/12/2009 % $ 11,600
Austin TX Homewood Suites Vista 4/14/2009 97 17,700
Austin TX Hampton Inn Vista 4/14/2009 124 18,000
Dothan AL Hilton Garden Inn LBA 6/1/2009 104 11,601
Troy AL Courtyard LBA 6/18/2009 90 8,696
Orlando FL Fairfield Inn & Suites Marriott 7/1/2009 200 25,800
Orlando FL SpringHill Suites Marriott 7/2/2009 200 29,000
Clovis CA Hampton Inn & Suites Dimension 7/31/2009 86 11,150
Rochester MN Hampton Inn & Suites Raymond 8/3/2009 124 14,136
Johnson City TN Courtyard LBA 9/25/2009 90 9,880
Baton Rouge LA SpringHill Suites Dimension 9/25/2009 119 15,100
Houston X Marriott Western 1/8/2010 206 50,750
Albany GA Fairfield Inn & Suites LBA 1/14/2010 87 7,920
Panama City FL TownePlace Suites LBA 1/19/2010 103 10,640
Clovis CA Homewood Suites Dimension 2/2/2010 83 12,435
Jacksonville NC TownePlace Suites LBA 2/16/2010 86 9,200
Miami FL Hampton Inn & Suites Dimension 4/9/2010 121 11,900
Anchorage AK Embassy Suites Stonebridge 4/30/2010 169 42,000
Boise 1D Hampton Inn & Suites Raymond 4/30/2010 186 22,370
Rogers AR Homewood Suites Raymond 4/30/2010 126 10,900
St. Louis MO Hampton Inn & Suites Raymond 4/30/2010 126 16,000
Oklahoma City OK Hampton Inn & Suites Raymond 5/28/2010 200 32,657
Ft. Worth TX TownePlace Suites Western 7/19/2010 140 18,435
Lafayette LA Hilton Garden Inn LBA 7/30/2010 153 17,261
West Monroe LA Hilton Garden Inn InterMountain 7/30/2010 134 15,639
Silver Spring MD Hilton Garden Inn White 7/30/2010 107 17,400
Rogers AR Hampton Inn Raymond 8/31/2010 122 9,600
St. Louis MO Hampton Inn Raymond 8/31/2010 190 23,000
Kansas City MO Hampton Inn Raymond 8/31/2010 122 10,130
Alexandria LA Courtyard LBA 9/15/2010 96 9,915
Grapevine TX Hilton Garden Inn Western 9/24/2010 110 17,000
Nashville TN Hilton Garden Inn Vista 9/30/2010 194 42,667
Indianapolis IN SpringHill Suites White 11/2/2010 130 12,800
Mishawaka IN Residence Inn White 11/2/2010 106 13,700
Phoenix AZ Courtyard White 11/2/2010 164 16,000
Phoenix AZ Residence Inn White 11/2/2010 129 14,000
Mettawa IL Residence Inn White 11/2/2010 130 23,500
Mettawa IL Hilton Garden Inn White 11/2/2010 170 30,500
Austin TX Hilton Garden Inn White 11/2/2010 117 16,000
Novi Ml Hilton Garden Inn White 11/2/2010 148 16,200

53




Gross
Purchase
City State Brand M anager Date Acquired Rooms Price

Warrenville IL Hilton Garden Inn White 11/2/2010 135 % 22,000
Schaumburg IL Hilton Garden Inn White 11/2/2010 166 20,500
Salt Lake City uT SpringHill Suites White 11/2/2010 143 17,500
Austin TX Fairfield Inn & Suites White 11/2/2010 150 17,750
Austin TX Courtyard White 11/2/2010 145 20,000
Chandler AZ Courtyard White 11/2/2010 150 17,000
Chandler AZ Fairfield Inn & Suites White 11/2/2010 110 12,000
Tampa FL Embassy Suites White 11/2/2010 147 21,800
Andover MA SpringHill Suites Marriott 11/5/2010 136 6,500
Philadel phia (Collegeville) PA Courtyard White 11/15/2010 132 20,000
Holly Springs NC Hampton Inn & Suites LBA 11/30/2010 124 14,880
Philadelphia (Malvern) PA Courtyard White 11/30/2010 127 21,000
Arlington TX Hampton Inn & Suites Western 12/1/2010 98 9,900
Irving TX Homewood Suites Western 12/29/2010 77 10,250
Mount Laurel NJ Homewood Suites Tharaldson 1/11/2011 118 15,000
West Orange NJ Courtyard Tharaldson 1/11/2011 131 21,500
Texarkana TX Hampton Inn & Suites InterMountain 1/31/2011 81 9,100
Fayetteville NC Home2 Suites LBA 2/3/2011 118 11,397
Manassas VA Residence Inn Tharaldson 2/16/2011 107 14,900
San Bernardino CA Residence Inn Tharaldson 2/16/2011 95 13,600
Alexandria (1) VA SpringHill Suites Marriott 3/28/2011 155 24,863
Dallas TX Hilton Hilton 5/17/2011 224 42,000
SantaAna CA Courtyard Dimension 5/23/2011 155 24,800
Lafayette LA SpringHill Suites LBA 6/23/2011 103 10,232
Tucson AZ TownePlace Suites Western 10/6/2011 124 15,852
El Paso TX Hilton Garden Inn Western 12/19/2011 145 19,974
Nashville TN Home2 Suites Vista 5/31/2012 119 16,660

Total 11371 $ 1,546,839

(1) The Company acquired land and began construction for this hotel during 2009. Hotel construction was completed by the Company and the hotel opened for
business on March 28, 2011. The gross purchase price includes the acquisition of land and construction costs.

Of the Company’s 89 hotels owned at December 31, 2012, 21 were purchased during 2008, 12 were acquired during 2009, 43 were acquired in 2010, 11 were
acquired in 2011 and one was acquired in 2012. Also, as noted in the table above, during March 2011, the Company completed the construction of a SpringHill Suites
hotel in Alexandria, Virginiawhich opened for business on March 28, 2011. For the one hotel acquired during 2012, the amount of revenue and operating income
(excluding acquisition related costs totaling $0.4 million) included in the Company’ s consolidated income statement from the acquisition date to the period ending
December 31, 2012 was approximately $2.7 million and $1.0 million, respectively. For the 11 hotels acquired during 2011, the amount of revenue and operating income
(excluding acquisition related costs totaling $4.6 million) included in the Company’ s consolidated income statement from the acquisition date to the period ending
December 31, 2011 was approximately $30.5 million and $6.7 million, respectively. For the 43 hotels acquired during 2010, the amount of revenue and operating income
(excluding acquisition related costs totaling $19.1 million) included in the Company’s consolidated income statement from the acquisition date to the period ending
December 31, 2010 was approximately $57.4 million and $10.1 million, respectively.

The purchase price for the properties acquired through December 31, 2012, net of debt assumed,
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was funded primarily by the Company’s best-efforts offering of Units, completed in December 2010. The Company assumed approximately $122.4 million of debt
secured by 13 of its hotel properties and $3.8 million of unsecured debt in connection with one of its hotel properties. The Company also used the proceeds of its
best-efforts offering to pay approximately $40 million in acquisition related costs, including $30.5 million, representing 2% of the gross purchase price for these
properties, as a brokerage commission to ASRG, 100% owned by Glade M. Knight, the Company’s Chairman and Chief Executive Officer, approximately $0.5 millionin
pre-opening costs related to the opening of the Alexandria SpringHill Suites hotel and approximately $9.0 million in other acquisition related costs, including title,
legal and other related costs. These costs totaled $0.5 million, $5.3 million and $19.4 million for the years ended December 31, 2012, 2011 and 2010, and are included in
acquisition related costs in the Company’s consolidated statements of operations.

No goodwill was recorded in connection with any of the acquisitions.
Development Project

On October 14, 2009, the Company entered into a ground lease for approximately one acre of land located in downtown Richmond, Virginia. In February 2012,
the Company terminated the lease and entered into a contract to purchase the land for $3.0 million, which was completed in July 2012. In conjunction with the
acquisition, the Company paid as a brokerage commission to ASRG approximately $0.06 million, representing 2% of the gross purchase price, which was capitalized as
part of the acquisition cost of theland. The Company acquired the land for the devel opment of adjoining Courtyard and Residence Inn hotels, which is expected to
begin in early 2013 and be completed within two years. Upon completion, the Courtyard and Residence Inn are expected to contain approximately 135 and 75 guest
rooms, respectively and are planned to be managed by White. The Company expects to spend atotal of approximately $30 million to develop the hotels and has
spent approximately $1.1 million in development costs as of December 31, 2012. If the Company does not begin vertical construction by July 2013, the seller of the
property has an option to acquire the land equal to the amount of the Company’stotal cost.

Note 3
Disposition and Discontinued Oper ations

In April 2009, the Company acquired from asubsidiary of Chesapeake Energy Corporation (“ Chesapeake”) approximately 417 acres of land and land
improvements located on 113 sitesin the Ft. Worth, Texas area and simultaneously entered into aground lease with Chesapeake. Theland isused by Chesapeake for
the production of natural gas. Thelease hasan initia term of 40 years from its commencement date of April 2009, and remaining annual rent ranging from $15.0 million
to $26.7 million. Under the lease, the tenant is responsible for all operating costs associated with the real estate. Chesapeake Energy Corporationisapublicly held
company that istraded on the New Y ork Stock Exchange.

In February 2010, the Company agreed to sell back to Chesapeake two of the sites originally purchased from Chesapeake and rel ease Chesapeake from their
associated lease obligation. The sales price for the two sites was equal to the Company’s original purchase price, approximately $2.6 million. The Company earned
and received rental income for the period held totaling approximately $240,000.

In July 2011, the Company agreed to sell back to Chesapeake one of the sites originally purchased from Chesapeake and rel ease Chesapeake from their
associated |ease obligation. The sales price for the site was $1.4 million, which approximates the net book value of the site. The Company earned and received rental
income for the period held totaling approximately $310,000.

In August 2011, the Company entered into a contract for the potential sale of itsremaining 110 parcels (which were acquired for atotal purchase price of $147.3
million) and the assignment of the |lease with Chesapeake for atotal sale price of $198.4 million. On April 27, 2012, the Company completed the sale of its 110 parcels
and the assignment of the lease with Chesapeake and received approximately $138.4 million in cash proceeds and issued a note receivable totaling $60.0 million to the
purchaser (the “note”). The note, which approximates fair market value, is secured by ajunior lien onthe 110 parcels. The stated interest rate on the noteis
10.5%. The note requiresinterest only paymentsfor the first three years of the note. After the first three years, interest is accrued and paymentswill only be
received once the purchaser extinguishes its senior loan with athird party. Once the senior loan isrepaid, the Company will receive all payments from the existing
lease on the 110 parcels until fully repaid or the note reaches maturity which is April 2049. Although the purchaser is not affiliated with the Company, a partner of the
purchaser is also amember of the Board of Directors of Apple REIT Ten, Inc. In conjunction with the sale, the Company incurred a brokerage commission
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to ASRG totaling approximately $4.0 million, representing 2% of the gross sales price. Of this amount, approximately $2.8 million was paid to ASRG during the second
quarter of 2012 and the remaining $1.2 million will be paid upon repayment of the $60.0 million note. The $4.0 million commission has been recorded as areduction to
the deferred gain on sale as described below.

Thetotal gain on sale was approximately $33.4 million (total sale price of $198.4 million less carrying value totaling $160.5 million, ASRG fee totaling $4.0 million,
closing costs totaling $0.2 million and related franchise taxes totaling $0.3 million). In accordance with the Accounting Standards Codification on real estate sales, the
sales transaction is being accounted for under the cost recovery method, therefore the gain on sale and interest earned on the note will be deferred until cash
payments by the purchaser, including principal and interest on the note due to the Company and the payment of the $138.4 million at closing exceed the Company’s
cost basis of the 110 parcels sold. The note receivableisincluded in the Company’s consolidated balance sheets, net of the total deferred gain. As of December 31,
2012, the note receivable, net was $22.4 million, including $60 million note receivable, offset by $33.4 million deferred gain and $4.3 million deferred interest
earned. Prior to the sale, the 110 parcels were classified in the consolidated balance sheets asreal estate held for sale and were recorded at their carrying amount,
totaling approximately $158.6 million as of December 31, 2011, which included real estate net book value totaling $141.8 million and straight-line rent receivable
totaling $16.8 million. The 110 parcels was a separate reportable segment and the results of operations for these properties have been classified in the consolidated
statements of operationsin the lineitem income from discontinued operations.

The following table sets forth the components of income from discontinued operations for the years ended December 31, 2012, 2011 and 2010 (in thousands):

Y ears Ended December 31,

2012 2011 2010
Rental revenue $ 6826 $ 21,357 $ 21,325
Operating expenses 34 123 107
Depreciation expense 0 1,400 2,358
Income from discontinued operations $ 6,792 $ 19834 $ 18,860

Prior to the sale, the lease was classified as an operating lease and rental income was recognized on a straight-line basis over theinitial term of the
lease. Rental revenue includes approximately $2.0 million, $6.2 million and $6.1 million of adjustments to record rent on the straight-line basis for the years ended
December 31, 2012, 2011 and 2010, respectively.

Note 4
Credit Facility and Notes Payable
Revolving Credit Facility

In November 2012, the Company entered into an unsecured Credit Agreement (the “ Credit Agreement”) with acommercial bank, which providesfor aninitial
$50 million revolving credit facility that may beincreased to $100 million, subject to certain conditions. The credit facility will be utilized for working capital, hotel
renovations and devel opment, and other general corporate funding purposes, including the payment of redemptions and distributions. Under the terms of the Credit
Agreement, the Company may make voluntary prepaymentsin whole or in part, at any time. The Credit Agreement maturesin November 2014; however, the
Company has the right, upon satisfaction of certain conditions, including covenant compliance and payment of an extension fee, to extend the maturity date to
November 2015. Interest payments are due monthly and the interest rate, subject to certain exceptions, is equal to the one-month LIBOR (the London Inter-Bank
Offered Rate for aone-month term) plus a margin ranging from 2.25% to 2.75%, depending upon the Company’s leverage ratio, as calculated under the terms of the
Credit Agreement. The Company is also required to pay an unused facility fee of 0.30% or 0.40% on the unused portion of the revolving credit facility, based on the
amount of borrowings outstanding during the quarter. Asof December 31, 2012, there were no borrowings outstanding under the credit facility.

The Credit Agreement requires the Company to maintain a specific pool of Unencumbered Borrowing Base Properties (must be a minimum of ten properties
and must satisfy conditions as defined in the Credit Agreement). The obligations of the Lenders to make any advances under the Credit Agreement are
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subject to certain conditions, including that the outstanding borrowings do not exceed the Borrowing Base Availability. The credit facility contains customary
affirmative covenants and negative covenants and events of default. In addition, the credit facility contains the following quarterly financial covenants (capitalized
terms are defined in the Credit Agreement):

o A maximum Consolidated Total Indebtedness limit of 45% of the aggregate Real Estate Values for al Eligible Rea Estate that is or qudifies as an
Unencumbered Borrowing Base Property;

o A maximum Consolidated Total Indebtedness limit of 50% of the Consolidated Total Asset Value;

o A minimum Adjusted Consolidated EBITDA to Consolidated Fixed Charges covenant of 1.75 to 1.00 for the total of the four trailing quarterly periods;
o A minimum Consolidated Tangible Net Worth of $1 billion;

o A maximum Consolidated Secured Debt limit of 40% of Consolidated Total Asset Value;

o A minimum Adjusted NOI for all Eligible Real Estate that is or qualifies as an Unencumbered Borrowing Base Property to Implied Debt Service covenant of
2.25t0 1.00;

o A maximum Consolidated Secured Recourse | ndebtedness of $10 million; and

o Restricted Payments (including Distributions and Unit Redemptions), net of proceeds from the Company’s Dividend Reinvestment Plan, cannot exceed $38
million during any calendar quarter and quarterly Distributions cannot exceed $0.21 per share for the period from October 1, 2012 through and including June
30, 2013, and thereafter must not exceed $152 million in any cumulative 12 month period and Distributions cannot exceed $0.83025 per share for any calendar
year, unless such Restricted Payments are | ess than the Company’ s Funds From Operations for any cumulative four calendar quarters.

The Company was in compliance with each of these covenants at December 31, 2012.
Non-revolving Line of Credit

In May 2012, the Company entered into a L oan Agreement (the “Loan Agreement”) with acommercia bank, which provided for a $30 million non-revolving
line of credit with amaturity date of November 15, 2012. During the third quarter of 2012, the line of credit was extinguished and the outstanding principal balance
totaling $30 million, plus accrued interest was paid in full. Interest was payable quarterly and based on an annual rate of Daily LIBOR (the London Interbank Offered
Rate) plus 2.75%. The Loan Agreement was guaranteed by Glade M. Knight, the Company’s Chairman and Chief Executive Officer and was secured by assets of Mr.
Knight. Mr. Knight did not receive any consideration in exchange for providing this guaranty and security. Proceeds of the loan were used by the Company for
general working capital purposes, including the purchase of a hotel in May 2012, capital expenditures, distributions and redemptions. Theindependent directors of
the Company’s Board of Directors approved Mr. Knight providing a guaranty under the Loan Agreement.

Notes Payable

In conjunction with the acquisition of 14 hotel properties, the Company assumed approximately $126.2 million in debt. With the exception of the Lewisville,
Texas Hilton Garden Inn, the notes are secured by the applicable hotel. In addition, during 2012, the Company entered into three mortgage |oan agreements with a
commercial bank, secured by three hotel propertiesfor atotal of $47.7 million. The following table summarizes the hotel property securing each loan, the interest rate,
loan assumption or origination date, maturity date, the principal amount assumed or originated, and the outstanding balance as of December 31, 2012 and 2011 for
each of the Company’s debt obligations. All dollar amounts are in thousands.
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Acquisition or Outstanding Outstanding
Loan Principal balance as of balance as of
Interest Origination Maturity Assumed or December 31, December 31,

L ocation Brand Rate (1) Date Date Originated 2012 2011
Lewisville, TX Hilton Garden Inn 0.00% 10/16/2008  12/31/2016  $ 3750 $ 2000 $ 3,750
Duncanville, TX Hilton Garden Inn 5.88% 10/21/2008 5/11/2017 13,966 13,139 13,355
Allen, TX Hilton Garden Inn 5.37% 10/31/2008  10/11/2015 10,787 10,004 10,207
Bristol, VA Courtyard 6.59% 11/7/2008 8/1/2016 9,767 9,239 9,380
Round Rock, TX Hampton Inn 5.95% 3/6/2009 5/1/2016 4,175 3,813 3,917
Austin, TX Homewood Suites 5.99% 4/14/2009 3/1/2016 7,556 6,907 7,098
Austin, TX Hampton Inn 5.95% 4/14/2009 3/1/2016 7,553 6,901 7,092
Rogers, AR Hampton Inn 5.20% 8/31/2010 9/1/2015 8,337 7,958 8,126
St. Louis, MO Hampton Inn 5.30% 8/31/2010 9/1/2015 13,915 13,293 13,568
Kansas City, MO Hampton Inn 5.45% 8/31/2010 10/1/2015 6,517 6,235 6,360
Philadelphia (Malvern), PA  Courtyard 6.50% 11/30/2010 10/2/2032(2) 7,894 7,530 7,711
Irving, TX Homewood Suites 5.83% 12/29/2010 4/11/2017 6,052 5,763 5,911
Texarkana, TX Hampton Inn & Suites 6.90% 1/31/2011 7/8/2016 4,954 4,822 4,893
Dallas, TX Hilton 6.63% 5/17/2011 6/6/2015 20,988 20,136 20,686
Grapevine, TX Hilton Garden Inn 4.89% 8/29/2012 9/1/2022 11,810 11,751 0
Collegeville, PA Courtyard 4.89% 8/30/2012 9/1/2022 12,650 12,587 0
Anchorage, AK Embassy Suites 4.97% 9/13/2012 10/1/2022 23,230 23,154 0
Total $ 173901 $ 165232 $ 122,054

(1) Theseratesaretherates per theloan agreement. At acquisition, the Company adjusted the interest rates on the |oans assumed to market ratesand is
amortizing the adjustments to interest expense over the life of the loan.

(2) Outstanding principal balanceis callable by lender or prepayable by the Company beginning on October 1, 2016, and every five years thereafter until maturity,
subject to certain conditions.

The aggregate amounts of principal payable under the Company’s debt obligations, for the five years subsequent to December 31, 2012 and thereafter are as
follows (in thousands):

2013 $ 3,714
2014 3,935
2015 57,298
2016 39,780
2017 18,382
Thereafter 42,123

165,232
Fair Value Adjustment of Assumed Debt 1,551
Total $ 166,783

A fair value adjustment was recorded upon the assumption of above or below market rate loans in connection with the Company’s hotel acquisitions. These
fair value adjustments will be amortized into interest expense over the remaining term of the related indebtedness using a method approximating the effective interest
rate method. The effectiveinterest rates on the applicable debt obligations assumed ranged from 3.9% to 6.5% at the date of assumption. The total adjustment to
interest expense was a decrease of $0.5 million, $0.4 million and $0.3 million for the years ended December 31, 2012, 2011 and 2010, respectively. The unamortized
balance of the fair value adjustment was $1.6 million and $2.1 million at December 31, 2012 and 2011, respectively.

The Company incurred loan origination costs related to the assumption of the mortgage obligations on purchased hotels totaling $1.7 million, the origination
of three mortgage loans during 2012 totaling $0.3 million
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and the origination of its current corporate unsecured revolving credit facility totaling $0.3 million. Such costs are amortized over the period to maturity of the
applicable mortgage loan or credit facility, as an addition to interest expense. Amortization of such costs totaled $0.4 million, $0.3 million and $0.1 million for the years
ended December 31, 2012, 2011 and 2010, respectively.

The Company’sinterest expensein 2012, 2011 and 2010 is net of interest capitalized in conjunction with hotel renovations and construction totaling $0.7
million, $0.5 million and $0.6 million, respectively.

Note5
Fair Value of Financial Instruments

The Company estimates the fair value of its debt by discounting the future cash flows of each instrument at estimated market rates consistent with the
maturity of the debt obligation with similar credit terms and credit characteristics which are Level 3inputs. Market ratestake into consideration general market
conditions and maturity. Asof December 31, 2012, the carrying value and estimated fair value of the Company’s debt was $166.8 million and $173.3 million. Asof
December 31, 2011, the carrying value and estimated fair value of the Company’s debt was $124.1 million and $121.9 million. Asof December 31, 2012, the carrying
value of the $60 million note receivable as discussed in note 3 approximates fair market value. The carrying value of the Company’s other financial instruments
approximates fair value due to the short-term nature of these financial instruments.

Note 6
Related Parties

The Company has, and is expected to continue to engage in, significant transactions with related parties. These transactions cannot be construed to be at
arm’slength and the results of the Company’s operations may be different if these transactions were conducted with non-related parties. The Company’s
independent members of the Board of Directors oversee and annually review the Company’srelated party relationships (which include the relationships discussed in
this section) and are required to approve any significant modifications to the contracts, as well as any new significant related party transactions. There were no
changes to the contracts discussed in this section and no new significant related party transactions during 2012 (other than the |oan guarantee discussed above and
assignment and transfer agreements discussed below). The Board of Directorsis not required to approve each individual transaction that falls under the related party
relationships. However, under the direction of the Board of Directors, at |east one member of the Company’ s senior management team approves each related party
transaction.

The Company has a contract with ASRG, to acquire and dispose of real estate assets for the Company. A fee of 2% of the gross purchase price or gross sale
pricein addition to certain reimbursable expensesis paid to ASRG for these services. Asof December 31, 2012, payments to ASRG for fees under the terms of this
contract related to the acquisition of assets have totaled approximately $33.5 million sinceinception. Of this amount, the Company incurred approximately $0.4
million, $4.0 million and $15.6 million for years ended December 31, 2012, 2011 and 2010. In addition, the Company incurred a brokerage commission to ASRG totaling
approximately $4.0 million related to the sale of the Company’s 110 parcelsin April 2012, which has been recorded as areduction to the deferred gain on sale. Of this
amount, approximately $2.8 million was paid to ASRG during the second quarter of 2012 and the remaining $1.2 million will be paid upon repayment of the $60 million
note.

The Company is party to an advisory agreement with Apple Nine Advisors, Inc. (“A9A"), pursuant to which A9A provides management services to the
Company. A9A provides these management services through an affiliate called Apple Fund Management LLC (“AFM™), which isawholly-owned subsidiary of
Apple REIT Six, Inc. Anannual advisory fee ranging from 0.1% to 0.25% of total equity proceeds received by the Company, in addition to certain reimbursable
expenses, are payable to A9A for these management services. Total advisory feesincurred by the Company under the advisory agreement are included in general
and administrative expenses and totaled approximately $2.9 million, $3.0 million and $1.5 million for the years ended December 31, 2012, 2011 and 2010. Theincreasein
2012 and 2011 is due to the Company reaching the next fee tier under the advisory agreement due to improved results of operations for the Company during those
periods. At December 31, 2011, $1.0 million of the 2011 advisory fee had not been paid and wasincluded in accounts payable and accrued expensesin the
Company’s consolidated balance sheet. This amount was paid during the first quarter of 2012. No amounts were outstanding at December 31, 2012.
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In addition to the fees payable to ASRG and A9A, the Company reimbursed to A9A or ASRG or paid directly to AFM on behalf of A9A or ASRG
approximately $2.2 million, $2.1 million and $2.1 million for the years ended December 31, 2012, 2011 and 2010. The expenses reimbursed were approximately $0.2
million, $0.3 million and $1.1 million, respectively for costs reimbursed under the contract with ASRG and approximately $2.0 million, $1.8 million and $1.0 million
respectively for costs reimbursed under the contract with A9A. The costs are included in general and administrative expenses and are for the Company’s
proportionate share of the staffing and related costs provided by AFM at the direction of A9A.

AFM isan affiliate of Apple Six Advisors, Inc., Apple Seven Advisors, Inc., Apple Eight Advisors, Inc., Apple Nine Advisors, Inc., Apple Ten Advisors, Inc.,
ASRG and Apple Six Realty Group, Inc., (collectively the* Advisors” which are wholly owned by Glade M. Knight). As such, the Advisors provide management
services through the use of AFM to, respectively, Apple REIT Six, Inc., Apple REIT Seven, Inc., Apple REIT Eight, Inc., Apple REIT Ten, Inc. and the Company
(collectively the“ Apple REIT Entities’). Although thereisapotential conflict on time allocation of employees due to the fact that a senior manager, officer or staff
member will provide services to more than one company, the Company believes that the executives and staff compensation sharing arrangement described more fully
below allows the companies to share costs yet attract and retain superior executives and staff. The cost sharing structure also allows each entity to maintain amuch
more cost effective structure than having separate staffing arrangements. Amounts reimbursed to AFM include both compensation for personnel and
“overhead” (officerent, utilities, benefits, office supplies, etc.) used by the companies. Since the employees of AFM perform servicesfor the Apple REIT Entities
and Advisors at the direction of the Advisors, individuas, including executive officers, receive their compensation at the direction of the Advisors and may receive
consideration directly from the Advisors.

The Advisors and Apple REIT Entities allocate all of the costs of AFM among the Apple REIT Entities and the Advisors. The allocation of costsfrom AFM is
reviewed at least annually by the Compensation Committees of the Apple REIT Entities. In making the allocation, management of each of the entities and their
Compensation Committee consider all relevant facts related to each company’slevel of business activity and the extent to which each company requires the services
of particular personnel of AFM. Such payments are based on the actual costs of the services and are not based on formal record keeping regarding the time these
personnel devote to the Company, but are based on agood faith estimate by the employee and/or his or her supervisor of the time devoted by the employee to the
Company. As part of thisarrangement, the day-to-day transactions may result in amounts due to or from the Apple REIT Entities. To efficiently manage cash
disbursements, an individual Apple REIT Entity may make payments for any or all of the related companies. The amounts due to or from the related Apple REIT
Entity are reimbursed or collected and are not significant in amount.

On November 29, 2012, Apple REIT Six, Inc. entered into amerger agreement with a potential buyer that is not affiliated with the Apple REIT Entities or its
Advisors (“the merger”). To maintain the current cost sharing structure, on November 29, 2012, A9A entered into an assignment and transfer agreement with Apple
REIT Six, Inc. for the transfer of Apple REIT Six, Inc.’sinterestin AFM. The assignment and transfer is expected to occur immediately after the closing of the
merger. As part of the assignment, A9A and the other Advisors agreed to indemnify the potential buyer for any liabilitiesrelated to AFM The assignment of AFM’s
interest to A9A, if it occurs, will have no impact on the Company’s advisory agreement with A9A or the process of allocating costs from AFM to the Apple REIT
Entities or Advisors, excluding Apple REIT Six, Inc. as described above, which will increase the remaining companies’ share of the allocated costs.

Also, on November 29, 2012, in connection with the merger, the Company entered into atransfer agreement with Apple REIT Six, Inc. for the potential
acquisition of the Apple REIT Entities and Advisors' headquartersin Richmond, Virginia (“Headquarters”) and the assignment of the Fort Worth, Texas office |lease
agreement for approximately $4.5 million which is expected to closeimmediately prior to the closing of the merger. Also, as part of the purchase, the Company agreed
to indemnify Apple REIT Six, Inc. for any liabilities related to the Headquarters or office lease. If the closing occurs, any costs associated with the Headquarters and
officelease (i.e. officerent, utilities, office supplies, etc.) will continue to be allocated to the Apple REIT Entities and Advisors, excluding Apple REIT Six, Inc. as
described above.

ASRG and A9A are 100% owned by Glade M. Knight, Chairman and Chief Executive Officer of the Company. Mr. Knight is aso Chairman and Chief Executive
Officer of Apple REIT Six, Inc., Apple REIT Seven, Inc., Apple REIT Eight, Inc. and Apple REIT Ten, Inc. Members of the Company’s Board of Directors are also on
the Board of Directors of Apple REIT Six, Inc., Apple REIT Seven, Inc., and Apple REIT Eight, Inc.

Included in other assets, net on the Company’s consolidated bal ance sheet is a 24% equity investment in
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Apple Air Holding, LLC (“Apple Air”). The other members of Apple Air are Apple REIT Six, Inc., Apple REIT Seven, Inc. and Apple REIT Eight, Inc. Throughits
equity investment, the Company has access to Apple Air’'saircraft for acquisition, asset management and renovation purposes. The Company’s equity investment
was approximately $1.9 million and $2.1 million as of December 31, 2012 and 2011. The Company has recorded its share of income and losses of the entity under the
equity method of accounting and adjusted itsinvestment in Apple Air accordingly. For the years ended December 31, 2012, 2011 and 2010, the Company recorded a
loss of approximately $0.2 million, $0.2 million and $0.8 million respectively, asits share of the net loss of Apple Air, which primarily relates to the depreciation of the
aircraft and the reduction in basis of the aircraft in 2010 due to the planned trade in for one new airplanein 2011, and isincluded in general and administrative expense
in the Company’s consolidated statements of operations. Apple Air owned two aircraft during 2010, but reduced its ownership to one aircraft during the first quarter
of 2011.

The Company hasincurred legal fees associated with the Legal Proceedings discussed herein. The Company also incurs other professional fees such as
accounting, auditing and reporting. These fees areincluded in general and administrative expense in the Company’s consolidated statements of operations. To be
cost effective, these services received by the Company are shared as applicable across the other Apple REIT Entities. The professionals cannot always specifically
identify their fees for one company; therefore management all ocates these costs across the companies that benefit from the services. Thetotal costsfor the legal
matters discussed herein for al of the Apple REIT Companies was approximately $7.3 million in 2012, of which approximately $1.7 million was allocated to the
Company.

Due to the significant discount offered by the original lender, in October 2010, the Company purchased a mortgage note with an outstanding bal ance of
approximately $11.3 million for atotal purchase price of approximately $10.8 million from an unrelated third party. In accordance with the terms of the note, in
December 2011, the borrower repaid the remaining outstanding balance totaling $11.0 million. The interest rate on this mortgage was a variabl e rate based on the 3-
month LIBOR, and averaged 5% during the period held. The note required monthly payments of principal and interest. The borrower on the note was Apple Eight
SPE Columbia, Inc., an indirect wholly owned subsidiary of Apple REIT Eight, Inc. and the note was secured by a Hilton Garden Inn hotel located in Columbia, South
Carolina. Total interest income, including the accretion of the note discount, recorded by the Company for the years ended December 31, 2012, 2011 and 2010 was
approximately $0, $0.9 million and $0.2 million.

Note 7
Shareholders' Equity
Best-efforts Offering
The Company concluded its best-efforts offering of Unitsin December 2010. The Company registered its Units on Registration Statement Form S-11 (File No.
333-147414) filed on April 23, 2008 and was declared effective by the Securities and Exchange Commission on April 25, 2008. The Company began its best-efforts
offering of Unitsthe same day the registration statement was declared effective. Each Unit consists of one common share and one Series A preferred share.
Special Distribution
On April 27,2012, the Company completed the sale of its 110 parcels for atotal sale price of $198.4 million and received approximately $138.4 million in cash
proceeds and issued a note receivable totaling $60.0 million to the purchaser. In conjunction with the sale, the Board of Directors approved a special distribution of
$0.75 per Unit, totaling $136.1 million on May 17, 2012 to shareholders of record on May 11, 2012 (the “ Special Distribution”). In accordance with the Company’s
Articles of Incorporation, the liquidation preference of each share of Series A preferred stock was reduced by the amount of the Special Distribution, or from $11.00 to
$10.25 per share.
Monthly Distributions
In conjunction with the Special Distribution, in May 2012 the Company’s Board of Directors reduced the annual distribution rate from $0.88 per common share
to $0.83 per common share. The reduction was effective with the June 2012 distribution. In August 2012, the Board of Directors slightly increased the annualized

distribution rate from $0.83 per common share to $0.83025 per common share. The distribution will continue to be paid monthly. For the years ended December 31,
2012, 2011 and 2010, the Company made distributions (excluding the Special Distribution discussed above) of $0.85, $0.88 and $0.88 per common share for atotal of
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approximately $155.0 million, $160.4 million and $118.1 million, respectively. Total distributions (including the Special Distribution) for the years ended December 31,
2012, 2011 and 2010 totaled approximately $291.1 million, $160.4 million and $118.1 million.

Series A Preferred Shares

The Series A preferred shares have no voting rights and no conversion rights. In addition, the Series A preferred shares are not separately tradable from the
common shares to which they relate. The Series A preferred shares do not have any distribution rights except a priority distribution upon the sale of the Company’s
assets. In accordance with the Company’s Articles of Incorporation, the priority distribution (“ Priority Distribution™) of each share of Series A preferred stock was
reduced by the amount of the Special Distribution, or from $11.00 to $10.25 per share. The Priority Distribution will be paid before any distribution will be made to the
holders of any other shares. Upon the Priority Distribution the Series A preferred shareswill have no other distribution rights.

Series B Convertible Preferred Stock

The Company has issued 480,000 Series B convertible preferred sharesto Glade M. Knight, Chairman and Chief Executive Officer of the Company, in exchange
for the payment by him of $0.10 per Series B convertible preferred share, or an aggregate of $48,000. The Series B convertible preferred shares are convertibleinto
common shares pursuant to the formula and on the terms and conditions set forth bel ow.

There are no dividends payable on the Series B convertible preferred shares. Holders of more than two-thirds of the Series B convertible preferred shares must
approve any proposed amendment to the articles of incorporation that would adversely affect the Series B convertible preferred shares.

Upon the Company’ s liquidation, the holder of the Series B convertible preferred sharesis entitled to a priority liquidation payment before any distribution of
liquidation proceeds to the holders of the common shares. However, the priority liquidation payment of the holder of the Series B convertible preferred sharesis
junior to the holders of the Series A preferred shares' distribution rights. The holder of a Series B convertible preferred shareis entitled to aliquidation payment of
$11 per number of common shares each Series B convertible preferred share would be convertible into according to the formula described below. In the event that the
liquidation of the Company’s assets results in proceeds that exceed the distribution rights of the Series A preferred shares and the Series B convertible preferred
shares, the remaining proceeds will be distributed between the common shares and the Series B convertible preferred shares, on an as converted basis.

Each holder of outstanding Series B convertible preferred shares shall have the right to convert any of such shares into common shares of the Company upon
and for 180 days following the occurrence of any of the following events:

(2) substantially all of the Company’s assets, stock or businessis sold or transferred through exchange, merger, consolidation, lease, share exchange,
sale or otherwise, other than a sale of assetsin liquidation, dissolution or winding up of the Company;

(2) the termination or expiration without renewal of the advisory agreement with A9A, or if the Company ceases to use ASRG to provide property
acquisition and disposition services; or

(3) the Company’s common shares are listed on any securities exchange or quotation system or in any established market.

Upon the occurrence of any conversion event, each Series B convertible preferred share may be converted into 24.17104 common shares. In the event the
Company raises additional gross proceeds in a subsequent public offering, each Series B convertible preferred share may be converted into an additional number of
common shares based on the additional gross proceeds raised through the date of conversion in a subsequent public offering according to the following formula:
(X/100 million) x 1.20568, where X isthe additional gross proceeds rounded down to the nearest $100 million.

No additional consideration is due upon the conversion of the Series B convertible preferred shares. The conversion into common shares of the Series B
convertible preferred shareswill result in dilution of the shareholders’ interests and the termination of the Series A preferred shares.

Expense related to the issuance of 480,000 Series B convertible preferred sharesto Mr. Knight will be recognized at such time when the number of common
sharesto be issued for conversion of the Series B convertible preferred shares can be reasonably estimated and the event triggering the conversion of the Series B
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convertible preferred shares to common shares occurs. The expense will be measured as the difference between the fair value of the common stock for which the
Series B convertible preferred shares can be converted and the amounts paid for the Series B convertible preferred shares. |f aconversion event had occurred as of
December 31, 2012, expense would have ranged from $0 to in excess of $127.6 million (assumes $11 per common share fair market value) which represents
approximately 11.6 million shares of common stock.

Preferred Shares

The Company’s articles of incorporation authorize issuance of up to 30 million additional preferred shares. No preferred shares other than the Series A
preferred shares and the Series B convertible preferred shares (discussed above) have been issued. The Company believes that the authorization to i ssue additional
preferred shares benefits the Company and its shareholders by permitting flexibility in financing additional growth, giving the Company additional financing options
in corporate planning and in responding to developments in business, including financing of additional acquisitions and other general corporate purposes. Having
authorized preferred shares available for issuance in the future gives the Company the ability to respond to future developments and allows preferred sharesto be
issued without the expense and delay of aspecial shareholders' meeting. At present, the Company has no specific financing or acquisition plansinvolving the
issuance of additional preferred shares and the Company does not propose to fix the characteristics of any series of preferred sharesin anticipation of issuing
preferred shares other than the Series A preferred shares and Series B convertible preferred shares discussed above. The Company cannot now predict whether or to
what extent, if any, additional preferred shareswill be used or if so used what the characteristics of a particular series may be. The voting rights and rightsto
distributions of the holders of common shares will be subject to the prior rights of the holders of any subsequently-issued preferred shares. Unless otherwise
required by applicable law or regulation, the preferred shares would be issuable without further authorization by holders of the common shares and on such terms
and for such consideration as may be determined by the Board of Directors. The preferred shares could be issued in one or more series having varying voting rights,
redemption and conversion features, distribution (including liquidating distribution) rights and preferences, and other rights, including rights of approval of specified
transactions. A series of preferred shares could be given rights that are superior to rights of holders of common shares and a series having preferential distribution
rights could limit common share distributions and reduce the amount holders of common shares would otherwise receive on dissol ution.

Unit Redemption Program

In July 2009, the Company instituted a Unit Redemption Program to provide limited interim liquidity to its shareholders who have held their Unitsfor at least
oneyear. Since theinception of the program through April 2012, shareholders were permitted to request redemption of Unitsfor a purchase price equal to 92% of the
price paid per Unit if the Units have been owned for less than three years, or 100% of the price paid per Unit if the Units have been owned more than threeyears. In
May 2012, asaresult of the Special Distribution, the purchase price per Unit under the Company’s Unit Redemption Program was adjusted by the amount of the
Special Distribution (from $11.00 to $10.25 for the maximum purchase price, based on the original purchase price and length of time such Units have been held by the
shareholder). The maximum number of Unitsthat may be redeemed in any given year isfive percent of the weighted average number of Units outstanding during the
12-month period immediately prior to the date of redemption. The Company reserves the right to change the purchase price of redemptions, reject any request for
redemption, or otherwise amend the terms of, suspend, or terminate the Unit Redemption Program. Since inception of the program through December 31, 2012, the
Company has redeemed approximately 9.8 million Units representing $101.2 million, including 5.0 million Unitsin the amount of $52.0 million, 3.8 million Unitsin the
amount of $39.2 million and 0.7 million in the amount of $7.5 million redeemed during 2012, 2011 and 2010, respectively. As contemplated in the program, beginning
with the July 2011 redemption, the scheduled redemption date for the third quarter of 2011, the Company redeemed Units on apro-ratabasis. Prior to July 2011, the
Company redeemed 100% of redemption requests. Thefollowing isasummary of the Unit redemptions during 2011 and 2012:
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Redemption Requested Unit Units Redemption Requests
Date Redemptions Redeemed Not Redeemed
January 2011 318,891 318,891 0
April 2011 378,367 378,367 0
July 2011 3,785,039 1,549,058 2,235,981
October 2011 8,410,322 1,511,997 6,898,325
January 2012 10,689,219 1,507,187 9,182,032
April 2012 11,229,890 1,509,922 9,719,968
July 2012 10,730,084 1,004,365 9,725,719
October 2012 11,155,269 1,003,267 10,152,002

As noted in the table above, beginning with the July 2011 redemption, the total redemption requests exceeded the authorized amount of redemptions and, asa
result, the Board of Directors has and will continue to limit the amount of redemptions as it deems prudent.

Dividend Reinvestment Plan

In December 2010, the Company instituted a Dividend Reinvestment Plan for its shareholders. The plan provides away to increase shareholder investment in
the Company by reinvesting dividends to purchase additional Units of the Company. The uses of the proceeds from this plan may include purchasing Units under
the Company’s Unit Redemption Program, enhancing properties, satisfying financing obligations and other expenses, increasing working capital, funding various
corporate operations, and acquiring hotels. Asaresult of the Special Distribution, beginning in May 2012, the offering price per Unit under the Company’s Dividend
Reinvestment Plan was adjusted by the amount of the Special Distribution (from $11.00 to $10.25). The Company has registered 20.0 million Units for potential
issuance under the plan. During the years ended December 31, 2012 and 2011, approximately 4.8 million Units, representing $50.0 million in proceeds to the Company,
and 5.4 million Units, representing $59.1 million in proceeds to the Company, were issued under the plan. No Units wereissued under the plan as of December 31,
2010. Sinceinception of the plan through December 31, 2012, approximately 10.1 million Units, representing $109.1 million in proceeds to the Company, were issued
under the plan.

Note 8
Stock Option Plan

During 2008, the Company adopted a non-employee directors' stock option plan (the “ Directors' Plan”) to provide incentives to attract and retain
directors. The Directors' Plan provides for an automatic grant of optionsto purchase a specified number of Units (“Options”) to directors, who are not employees of
the Company. The Company’s Compensation Committee (“ Committee”) is responsible for administering the Directors' Plan. The Committeeisresponsible for
granting Options and for establishing the exercise price of Options. Under the Directors' Plan, the number of Units authorized for issuance is equal to 45,000 plus
1.8% of the number of Units sold in excess of the minimum offering of 9,523,810 Units. This plan currently relatesto the initial public offering of 182,251,082 Units.
Therefore, the maximum number of Units authorized under the Directors' Plan is currently 3,154,091.

The Directors' Plan generally provides, among other things, that options be granted at exercise prices not lower than the market value of the Units on the date
of grant. The options are 100% vested upon issuance and are exercisable six months after the date of grant and will expire 10 years from the date of grant. During
2012, 2011 and 2010, the Company granted options to purchase 145,528, 146,212 and 102,472 Units under the Directors' Plan and recorded compensation expense
totaling $140,000 in 2012, $182,000 in 2011 and $132,000 in 2010. Optionsissued during 2012 have an exercise price of $10.25 per Unit. All of the optionsissued prior
to 2012 have an exercise price of $11 per Unit. Activity in the Company Directors' Plan during 2012, 2011 and 2010 is summarized in the following table:
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2012 2011 2010

Outstanding, beginning of year: 330,292 184,080 81,608
Granted 145,528 146,212 102,472
Exercised 0 0 0
Expired or canceled 0 0 0
Outstanding, end of year: 475,820 330,292 184,080
Exercisable, end of year: 475,820 330,292 184,080
The weighted-average exercise price of outstanding

options: $ 1077 $ 1100 $ 11.00

Note 9
Management and Franchise Agreements

Each of the Company’s 89 hotels are operated and managed under separate management agreements, by affiliates of one of the following companies:
Dimension Development Two, LLC (“Dimension”) (10), Gateway Hospitality Group, Inc. (“ Gateway”) (5), Hilton Management LLC (“Hilton™) (1), Intermountain
Management, LLC (“Intermountain”) (2), LBAM-Investor Group, L.L.C. (“LBA”) (14), Fairfield FMC, LLC and SpringHill SMC, LLC, subsidiaries of Marriott
International (“Marriott”) (4), MHH Management, LLC (“McKibbon”) (2), Raymond Management Company, Inc. (“Raymond”) (8), Stonebridge Realty Advisors, Inc.
(“ Stonebridge”) (1), Tharaldson Hospitality Management, LLC (“Tharaldson”) (4), VistaHogt, Inc. (“Vistd’) (9), Texas Western Management Partners, L.P.
(“Western”) (10) or White Lodging Services Corporation (“White”) (19). The agreements generally provide for initial terms of oneto 30 years. Fees associated with
the agreements generally include the payment of base management fees, incentive management fees, accounting fees, and other fees for centralized services which
are allocated among all of the hotels that receive the benefit of such services. Base management fees are calculated as a percentage of gross revenues. Incentive
management fees are calcul ated as a percentage of operating profit in excess of a priority return to the Company, as defined in the management agreements. The
Company has the option to terminate the management agreementsiif specified performance thresholds are not satisfied. For the years ended December 31, 2012, 2011
and 2010, the Company incurred approximately $12.3 million, $10.6 million and $5.1 million in management fees.

Dimension, Gateway, Intermountain, LBA, McKibbon, Raymond, Stonebridge, Tharaldson, Vista, Western and White are not affiliated with either Marriott or
Hilton, and as a result, the hotels they manage were required to obtain separate franchi se agreements with each respective franchisor. The Hilton franchise
agreements generally provide for an initial term of 10 to 21 years. Fees associated with the agreements generally include the payment of royalty fees and program
fees. The Marriott franchise agreements generally provide for initial terms of 13 to 28 years. Fees associated with the agreements generally include the payment of
royalty fees, marketing fees, reservation fees and a communications support fee based on room revenues. For the years ended December 31, 2012, 2011 and 2010, the
Company incurred approximately $14.5 million, $12.8 million and $6.2 million in franchise fees.

Note 10
L ease Commitments

In connection with the acquisition of three hotels, the Company assumed three land |eases. One of the leases has aremaining initial lease term of 11 years, with
four 15 year renewal options and is subject to an annual base rental payment and monthly payments based on a percentage of room and food and beverage
sales. The other two leases have remaining initial lease terms of 47 years, with no renewal options and are subject to monthly base rental payments with defined
escalations over the life of theleases. Under these two leases the Company has the option to purchase the properties during the initial lease term at three specific
dates as defined by the lease based on a multiple of the annual net base rent in effect under the lease at the time the option is exercised. The aggregate amounts of
the estimated minimum |ease payments pertaining to all land leases, for the five years subsequent to December 31, 2012 and thereafter are as follows (in thousands):
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Total

2013 $ 244
2014 249
2015 254
2016 254
2017 254
Thereafter 12,644

Total $ 13,899

Note 11
Pro Forma Information (Unaudited)

Thefollowing unaudited pro formainformation for the years ended December 31, 2012 and 2011 is presented as if the acquisitions of the Company’s hotels
acquired after December 31, 2010, had occurred on the latter of January 1, 2011 or the opening date of the hotel. The pro formainformation does not purport to
represent what the Company’ s results of operations would actually have been if such transactions, in fact, had occurred on these applicable dates, nor doesit
purport to represent the results of operations for future periods. Amounts are in thousands, except per share data.

Y ears Ended December 31,

2012 2011

Total revenues $ 365586 $ 326,436
Income from continuing operations $ 68,684 $ 51,214
Income from discontinued operations 6,792 19,834
Net income $ 75476 $ 71,048
Basic and diluted net income per common share

From continuing operations $ 037 $ 0.28
From discontinued operations 0.04 0.11
Total basic and diluted net income per common share $ 041 $ 0.39

The pro formainformation reflects adjustments for actual revenues and expenses of the 12 hotels acquired during the two years ended December 31, 2012 for
the respective period owned prior to acquisition by the Company. Net income has been adjusted as follows: (1) interest income and expense have been adjusted to
reflect the reduction in cash and cash equivalents required to fund the acquisitions; (2) interest expense related to prior owners' debt which was not assumed has
been eliminated; (3) depreciation has been adjusted based on the Company’s basis in the hotels; and (4) transaction costs have been adjusted for the acquisition of
existing businesses.

Note 12
Industry Segments

The Company owns extended-stay and limited service hotel properties throughout the United States that generate rental and other property related
income. The Company separately evaluates the performance of each of its hotel properties. However, because each of the hotels has similar economic

characteristics, facilities, and services, and each hotel isnot individually significant, the properties have been aggregated into a single operating segment. All
segment disclosures areincluded in, or can be derived from the Company’s consolidated financial statements.
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Note 13
Legal Proceedingsand Related Matters
Theterm the“ Apple REIT Companies’ means the Company, Apple REIT Six, Inc., Apple REIT Seven, Inc., Apple REIT Eight, Inc. and Apple REIT Ten, Inc.

On December 13, 2011, the United States District Court for the Eastern District of New Y ork ordered that three putative class actions, Kronberg, et al. v. David
Lerner Associates, Inc., et al., Kowalski v. Apple REIT Ten, Inc., et al., and Leff v. Apple REIT Ten, Inc., et al., be consolidated and amended the caption of the
consolidated matter to be In re Apple REITs Litigation. The District Court also appointed lead plaintiffs and lead counsel for the consolidated action and ordered
lead plaintiffsto file and serve a consolidated complaint by February 17, 2012. The Company was previously named as a party in al three of the above mentioned
class action lawsuits.

On February 17, 2012, lead plaintiffs and lead counsel in the In re Apple REITs Litigation, Civil Action No. 1:11-cv-02919-KAM-JO, filed an amended
consolidated complaint in the United States District Court for the Eastern District of New Y ork against the Company, Apple Suites Realty Group, Inc., Apple Eight
Advisors, Inc., Apple Nine Advisors, Inc., Apple Ten Advisors, Inc., Apple Fund Management, LLC, Apple REIT Six, Inc., Apple REIT Seven, Inc., Apple REIT
Eight, Inc. and Apple REIT Ten, Inc., their directors and certain officers, and David Lerner Associates, Inc. and David Lerner. The consolidated complaint,
purportedly brought on behalf of all purchasers of Unitsin the Company and the other Apple REIT Companies, or those who otherwise acquired these Units that
were offered and sold to them by David Lerner Associates, Inc., or its affiliates and on behalf of subclasses of shareholdersin New Jersey, New Y ork, Connecticut
and Florida, asserts claims under Sections 11, 12 and 15 of the Securities Act of 1933. The consolidated complaint also asserts claims for breach of fiduciary duty,
aiding and abetting breach of fiduciary duty, negligence, and unjust enrichment, and claimsfor violation of the securities laws of Connecticut and Florida. The
complaint seeks, among other things, certification of a putative nationwide class and the state subclasses, damages, rescission of share purchases and other costs
and expenses.

On April 18, 2012, the Company, and the other Apple REIT Companies, served amotion to dismiss the consolidated complaint in the In re Apple REITs
Litigation. The Company and the other Apple REIT Companies accompanied their motion to dismiss the consolidated complaint with a memorandum of law in
support of their motion to dismiss the consolidated complaint. The briefing period for any motion to dismiss was completed on July 13, 2012.

The Company believes that any claims against it, its officers and directors and other Apple entities are without merit, and intends to defend against them
vigorously. At thistime, the Company cannot reasonably predict the outcome of these proceedings or provide a reasonabl e estimate of the possible [oss or range of
loss due to these proceedings, if any.

The SEC staff has been conducting a non-public investigation, which isfocused principally on the adequacy of certain disclosuresin the Company's filings
with the SEC beginning in 2008, as well as the Company's review of certain transactionsinvolving the Company and the other Apple REIT Companies. The Company
intends to continue to cooperate with the SEC staff, and it is engaging in a dialogue with the SEC staff concerning these issues and the roles of certain officers. The
Company does not believe the issues raised by the SEC staff affect the material accuracy of the Company's consolidated financial statements. At thistime, the
Company cannot predict the outcome of thisinvestigation as to the Company or any of its officers, nor can it predict the timing associated with any such conclusion
or resolution.

On October 22, 2012, the Financial Industry Regulatory Authority (“FINRA”) issued an order against David Lerner Associates, Inc. (“DLA") and David Lerner,
individually, requiring DLA to pay approximately $12 million in restitution to certain investorsin Units of Apple REIT Ten, Inc. In addition, David Lerner,
individually, was fined $250,000 and suspended for one year from the securitiesindustry, followed by atwo year suspension from acting asaprincipal. The
Company relieson DLA for the administration of its Units and does not believe this settlement will affect the administration of its Units. The Company intendsto
continue to cooperate with regulatory or governmental inquiries.
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Note 14
Quarterly Financial Data (Unaudited)

Thefollowing isasummary of quarterly results of operations for the years ended December 31, 2012 and 2011.

2012 (in thousands except per sharedata) First Quarter Second Quarter (1) Third Quarter Fourth Quarter

Revenues $ 83091 $ 97,110 $ 93653 $ 86,732
Income from continuing operations $ 16,592 $ 21,033 $ 17,927 3% 13,132
Income from discontinued operations $ 5267 $ 1525 $ 0 $ 0
Net income $ 21859 $ 22558 % 17927  $ 13,132
Basic and diluted net income per common share $ 012 $ 012 $ 010 $ 0.07
Distributions declared and paid per common share $ 022 $ 09658 $ 02075 $ 0.2076
2011 (in thousands except per sharedata) First Quarter Second Quarter Third Quarter Fourth Quarter

Revenues $ 72038 $ 84392 $ 85668 $ 78,402
Income from continuing operations $ 10233 $ 15680 $ 15634 $ 8,607
Income from discontinued operations $ 4716 $ 4716 $ 5128 $ 5,274
Net income $ 14949 $ 203% $ 20,762 $ 13,881
Basic and diluted net income per common share $ 008 $ 011 $ 011 $ 0.08
Distributions declared and paid per common share $ 022 $ 022 $ 02 $ 0.22

(1) Second quarter 2012 distributions includes a Special Distribution paid in May 2012 totaling $0.75 per common share.
Note 15
Subsequent Events

In January 2013, the Company declared and paid approximately $12.6 million or $0.0691875 per outstanding common share, in distributions to its common
shareholders, of which approximately $3.8 million or 371,000 Units were issued under the Company’s Dividend Reinvestment Plan.

In January 2013, under the guidelines of the Company’s Unit Redemption Program, the Company redeemed approximately 1.0 million Unitsin the amount of
$10.0 million. As contemplated in the program, the Company redeemed Units on a pro-rata basis, whereby a percentage of each requested redemption was fulfilled at
the discretion of the Company’s Board of Directors. This redemption was approximately 8% of thetotal 12.1 million requested Unitsto be redeemed, with
approximately 11.1 million requested Units not redeemed.

In February 2013, the Company declared and paid approximately $12.6 million or $0.0691875 per outstanding common share, in distributions to its common
shareholders, of which approximately $3.7 million or 364,000 Units were issued under the Company’s Dividend Reinvestment Plan.
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Item 9. Changesin and Disagr eementswith Accountantson Accounting and Financial Disclosure

None.
Item 9A. Controlsand Procedures

Senior management, including the Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of the Company’s disclosure controls and
procedures as of the end of the period covered by thisreport. Based on this evaluation process, the Chief Executive Officer and Chief Financial Officer have
concluded that the Company’ s disclosure controls and procedures were effective as of December 31, 2012. There have been no changesin the Company’sinternal
control over financial reporting that occurred during the last fiscal quarter that have materially affected, or are reasonably likely to materially affect, the Company’s
internal control over financial reporting.

See Item 8 for the Report of Management on Internal Control over Financial Reporting and the Company’s Independent Registered Public Accounting Firm's
attestation report regarding internal control over financial reporting, which areincorporated herein by reference.

Item 9B. Other Information

None.
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PART 11
Item 10. Directors, Executive Officersand Cor porate Gover nance

The information required by Items 401, 405, 406 and 407(c)(3), (d)(4) and (d)(5) of Regulation S-K will be set forth in the Company’s 2013 Proxy Statement. For
the limited purpose of providing the information necessary to comply with this Item 10, the 2013 Proxy Statement is incorporated herein by this reference.

Item 11. Executive Compensation

Theinformation required by Items 402 and 407(€)(4) and (€)(5) of Regulation S-K will be set forth in the Company’s 2013 Proxy Statement. For the limited
purpose of providing the information necessary to comply with thistem 11, the 2013 Proxy Statement isincorporated herein by this reference.

Item 12. Security Owner ship of Certain Beneficial Ownersand Management and Related Shareholder Matters

Theinformation required by Items 201(d) and 403 of Regulation S-K will be set forth in the Company’s 2013 Proxy Statement. For the limited purpose of
providing the information necessary to comply with this Item 12, the 2013 Proxy Statement isincorporated herein by this reference.

Item 13. Certain Relationships and Related Transactions, and Director |ndependence

Theinformation required by Items 404 and 407(a) of Regulation S-K will be set forth in the Company’s 2013 Proxy Statement. For the limited purpose of
providing the information necessary to comply with this Item 13, the 2013 Proxy Statement isincorporated herein by this reference.

Item 14. Principal Accounting Feesand Services
The information required by Item 9(e) of Schedule 14A will be set forth in the Company’s 2013 Proxy Statement. For the limited purpose of providing the

information necessary to comply with this Item 14, the 2013 Proxy Statement isincorporated herein by this reference.
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PART IV
Item 15. Exhibits, Financial Statement Schedules

1. Financia Statements of Apple REIT Nine, Inc.
Report of Management on Internal Control Over Financial Reporting
Report of Independent Registered Public Accounting Firm on Internal Control over Financial Reporting—Ernst & Young LLP
Report of Independent Registered Public Accounting Firm—Ernst & Young LLP
Consolidated Balance Sheets as of December 31, 2012 and 2011
Consolidated Statements of Operations for the years ended December 31, 2012, 2011 and 2010
Consolidated Statements of Shareholders' Equity for the years ended December 31, 2012, 2011 and 2010
Consolidated Statements of Cash Flowsfor the years ended December 31, 2012, 2011 and 2010
Notesto Consolidated Financial Statements
Thesefinancial statements are set forth in Item 8 of thisreport and are hereby incorporated by reference.

2. Financial Statement Schedules
Schedule I1l—Real Estate and Accumulated Depreciation (Included at the end of this Part IV of thisreport.)

Financial statement schedules not listed are either omitted because they are not applicable or the required information is shown in the consolidated
financial statements or notes thereto.

3. Exhibits

Incorporated herein by reference are the exhibitslisted under “ Exhibits Index” to this Report available at www.sec.gov.
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SCHEDULE I11
Real Estate and Accumulated Depreciation
Asof December 31, 2012
(dollarsin thousands)

Subsequently
Capitalized
Initial Cost Bldg. Total
Bldg./ Imp. & Gross Acc. Date of Date  Depreciable  #of
City State Description Encumbrances  Land FF& E /Other FF&E Cost (1) Deprec. Construction Acquired Life Rooms
Anchorage AK Embassy Suites  $ 23154 $ 295 $ 39053 $ 108 $ 42,116 $ (3,529) 2008 Apr-10  3-39yrs. 169
Hilton Garden
Dothan AL Inn 0 1,037 10,581 14 11,632 (1,480) 2009 Jun-09  3-39yrs. 104
Troy AL Courtyard 0 582 8,270 18 8,870 (1,200) 2009 Jun-09  3-39yrs. 90
Rogers AR Hampton Inn 7,958 961 8,483 86 9,530 (780) 1998 Aug-10 3-39yrs. 122
Homewood
Rogers AR Suites 0 1,375 9,514 247 11,136 (1,052) 2006 Apr-10  3-39yrs. 126
Chandler AZ Courtyard 0 1,061 16,008 57 17,126 (1,204) 2009 Nov-10  3-39yrs. 150
Fairfield Inn &
Chandler AZ Suites 0 778 11,272 42 12,092 (834) 2009 Nov-10 3-39yrs. 110
Phoenix AZ Courtyard 0 1,413 14,669 51 16,133 (1,033) 2007 Nov-10  3-39yrs. 164
Phoenix AZ Residence Inn 0 1,111 12,953 88 14,152 (969) 2008 Nov-10  3-39yrs. 129
Hilton Garden
Tucson AZ Inn 0 1,005 17,925 84 19,014 (2,863) 2008 Jul-08 3-39yrs. 125
TownePlace
Tucson AZ Suites 0 992 14,563 41 15,596 (637) 2011 Oct-11  3-39yrs. 124
Hampton Inn &
Clovis CA Suites 0 1,287 9,888 27 11,202 (1,233) 2009 Jul-09 3-39yrs. 86
Homewood
Clovis CA Suites 0 1,500 10,970 24 12,494 (1,154) 2010 Feb-10 3-39yrs. 83
San
Bernardino CA Residence Inn 0 0 13,662 160 13,822 (781) 2006 Feb-11 3-39yrs. 95
Santa Ana CA Courtyard 0 3,082 21,051 0 24,133 (1,206) 2011 May-11  3-39yrs. 155
SantaClarita CA Courtyard 0 4,568 18,721 77 23,366 (2,869) 2007 Sep-08  3-39yrs. 140
SantaClarita CA Fairfield Inn 0 1,864 7,753 515 10,132 (1,086) 1996 Oct-08  3-39yrs. 66
SantaClarita CA Hampton Inn 0 1,812 15,761 1,348 18,921 (2,742) 1987 Oct-08  3-39yrs. 128
SantaClarita CA Residence Inn 0 2,539 14,493 1,199 18,231 (2,241) 1996 Oct-08  3-39yrs. 90
Hampton Inn &
Pueblo CO  Suites 0 894 7,423 1,275 9,592 (1,473) 2000 Oct-08  3-39yrs. 81
Ft.
Lauderdale FL Hampton Inn 0 2,235 17,590 1,206 21,031 (2,513) 2000 Dec-08 3-39yrs. 109
Hampton Inn &
Miami FL Suites 0 1,972 9,987 1,889 13,848 (1,449) 2000 Apr-10  3-39yrs. 121
Fairfield Inn &
Orlando FL Suites 0 3,140 22,580 262 25,982 (2,763) 2009 Jul-09 3-39yrs. 200
Orlando FL SpringHill Suites 0 3,141 25,779 76 28,996 (3,191) 2009 Jul-09 3-39yrs. 200
TownePlace
PanamaCity FL Suites 0 908 9,549 3 10,460 (1,046) 2010 Jan-10  3-39yrs. 103
Panama City Hampton Inn &
Beach FL Suites 0 1,605 9,995 21 11,621 (1,394) 2009 Mar-09 3-39yrs. 95
Tampa FL Embassy Suites 0 1,824 20,034 315 22,173 (1,387) 2007 Nov-10 3-39yrs. 147
Fairfield Inn &
Albany GA  Suites 0 899 7,263 10 8,172 (822) 2010 Jan-10  3-39yrs. 87
Hampton Inn &
Boise ID Suites 0 1,335 21,114 139 22,588 (1,932) 2007 Apr-10  3-39yrs. 186
Hilton Garden
Mettawa IL Inn 0 2,246 28,328 35 30,609 (1,898) 2008 Nov-10  3-39yrs. 170
Mettawa IL Residence Inn 0 1,722 21,843 9 23,574 (1,458) 2008 Nov-10  3-39yrs. 130
Hilton Garden
Schaumburg 1L Inn 0 1,450 19,122 24 20,596 (1,376) 2008 Nov-10  3-39yrs. 166
Hilton Garden
Warrenville 1L Inn 0 1,171 20,8%4 19 22,084 (1,416) 2008 Nov-10 3-39yrs. 135
Indianapolis IN  SpringHill Suites 0 1,310 11,542 36 12,888 (799) 2007 Nov-10  3-39yrs. 130
Mishawaka IN Residence Inn 0 898 12,862 52 13,812 (885) 2007 Nov-10 3-39yrs. 106
Alexandria LA Courtyard 0 1,099 8,708 6 9,813 (784) 2010 Sep-10  3-39yrs. 96
Baton Rouge LA SpringHill Suites 0 1,280 13,870 50 15,200 (1,691) 2009 Sep-09 3-39yrs. 119
Hilton Garden
Lafayette LA Inn 6] 0 17,898 1,875 19,773 (1,621) 2006 Jul-10 3-39yrs. 153
Lafayette LA SpringHill Suites 0 709 9,400 6 10,115 (554) 2011 Jun-11  3-39yrs. 103
Hilton Garden
West Monroe LA Inn 0 832 14,872 1,405 17,109 (1,406) 2007 Jul-10 3-39yrs. 134
Andover MA  SpringHill Suites 0 702 5,799 1,792 8,293 (637) 2000 Nov-10 3-39yrs. 136
Hilton Garden
Silver Spring MD  Inn 0 1,361 16,094 5 17,460 (1,377) 2010 Jul-10 3-39yrs. 107
Hilton Garden
Novi MI Inn 0 1,213 15,052 56 16,321 (1,126) 2008 Nov-10  3-39yrs. 148

Hampton Inn &



Rochester
Kansas City
St. Louis

St. Louis
Hattiesburg

Charlotte

Durham
Fayetteville

Holly Springs
Jacksonville

Mt. Laurel
West Orange

Twinsburg

MN
MO

MO

MS

NC

NC

NJ
NJ

OH

Suites
Hampton Inn
Hampton Inn
Hampton Inn &
Suites
Residence Inn
Homewood
Suites
Homewood
Suites

Home2 Suites
Hampton Inn &
Suites
TownePlace
Suites
Homewood
Suites
Courtyard
Hilton Garden
Inn

6,235
13,293

916
727
1,758

758
906

1,059

1,232
746

1,620
632

1,589
2,054

1,419

13,225
9,363
20,954

15,287
9,151

4,937

18,343
10,563

13,260
8,608

13,476
19,513

16,614

72

39
91
1,165

108
25

4,012

1,942

11
37

300
1,501

1,709

14,180
10,181
23,877

16,153
10,082

10,008

21,517
11,309

14,891
9,277

15,365
23,068

19,742

(1,681)
(871)
(1,750)

(1,299)
(1,429)

(2,304)

(2,746)
(808)

(1,077)
(864)

(828)
(1,305)

(2,703)

2009
1999
2003

2006
2008

1990

1999
2011

2010

2008

2006
2005

1999

Aug-09
Aug-10
Aug-10

Apr-10
Dec-08

Sep-08

Dec-08
Feb-11

Nov-10
Feb-10

Jan-11
Jan-11

Oct-08

3-39yrs.
3-39yrs.
3-39yrs.

3-39yrs.
3-39yrs.

3-39yrs.

3-39yrs.
3-39yrs.

3-39yrs.
3-39yrs.

3-39yrs.
3-39yrs.

3-39yrs.

124
122
190

126

112

122
118

124

86

118
131
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SCHEDULE 111
Real Estate and Accumulated Depreciation — (Continued)
Asof December 31, 2012
(dollarsin thousands)

Subsequently
Capitalized
Initial Cost Bldg. Total
Bldg./ Imp. & Gross Acc. Date of Date  Depreciable #of
City State Description Encumbrances  Land  FF&E /Other FF&E Cost (1) Deprec. Construction Acquired Life Rooms
Oklahoma Hampton Inn &
City OK  Suites $ 0 $ 1430 $ 31327 $ 29 $ 32786 $ (2,719 2009 May-10 3-39yrs. 200
Collegeville  PA Courtyard 12,587 2,115 17,953 1,687 21,755 (1,398) 2005 Nov-10  3-39yrs. 132
Malvern PA Courtyard 7,530 996 20,374 7 21,447 (1,316) 2007 Nov-10  3-39yrs. 127
Pittsburgh PA Hampton Inn 0 2,503 18,537 1,203 22,243 (2,605) 1990 Dec-08  3-39yrs. 132
Jackson TN Courtyard 0 986 14,656 51 15,693 (2,058) 2008 Dec-08  3-39yrs. 94
Hampton Inn &
Jackson TN Suites 0 692 12,281 87 13,060 (1,665) 2007 Dec-08  3-39yrs. 83
Johnson City TN Courtyard 0 1,105 8,632 17 9,754 (1,109) 2009 Sep-09  3-39yrs. 90
Hilton Garden
Nashville N Inn 0 2,754 39,997 30 42,781 (2,978) 2009 Sep-10  3-39yrs. 194
Nashville TN Home2 Suites 0 1,153 15,206 0 16,359 (371) 2012 May-12  3-39yrs. 119
Hampton Inn &
Allen X Suites 0 1,442 11,456 318 13,216 (1,948) 2006 Sep-08  3-39yrs. 103
Hilton Garden
Allen TX Inn 10,004 2,130 16,731 2,900 21,761 (3,494) 2002 Oct-08  3-39yrs. 150
Hampton Inn &
Arlington TX Suites 0 1,217 8,738 378 10,333 (647) 2007 Dec-10  3-39yrs. 98
Austin TX Courtyard 0 1,579 18,487 24 20,090 (2,330) 2009 Nov-10  3-39yrs. 145
Fairfield Inn &
Austin TX Suites 0 1,306 16,504 11 17,821 (1,197) 2009 Nov-10  3-39yrs. 150
Austin TX Hampton Inn 6,901 1,459 17,184 1,684 20,327 (2,505) 1997 Apr-09 3-39yrs. 124
Hilton Garden
Austin TX Inn 0 1,614 14,451 36 16,101 (1,029) 2008 Nov-10  3-39yrs. 117
Homewood
Austin TX Suites 6,907 1,898 16,462 2,096 20,456 (2,542) 1997 Apr-09  3-39yrs. 97
Beaumont TX Residence Inn 0 1,177 16,180 34 17,391 (2,530) 2008 Oct-08 3-39yrs. 133
Dallas TX Hilton 20,136 2,221 40,350 6,254 48,825 (2,533) 2001 May-11  3-39yrs. 224
Hilton Garden
Duncanville  TX Inn 13,139 2,378 15,935 586 18,899 (2,975) 2005 Oct-08  3-39yrs. 142
Hilton Garden
El Paso X Inn 0 1,244 18,300 3 19,547 (730) 2011 Dec-11 3-39yrs. 145
Hilton Garden
Frisco X Inn 0 2,507 12,981 13 15,501 (1,926) 2008 Dec-08 3-39yrs. 102
TownePlace
Ft. Worth TX Suites 0 2,104 16,311 10 18,425 (2,379) 2010 Jul-10 3-39yrs. 140
Hilton Garden
Grapevine TX Inn 11,751 1,522 15,543 38 17,103 (1,265) 2009 Sep-10 3-39yrs. 110
Houston TX Marriott 0 4,143 46,623 14 50,780 (4,796) 2010 Jan-10  3-39yrs. 206
Homewood
Irving TX Suites 5,763 705 9,610 229 10,544 (668) 2006 Dec-10  3-39yrs. 77
Hilton Garden
Lewisville TX Inn 0 3,361 23,919 134 27,414 (3,914) 2007 Oct-08  3-39yrs. 165
Round Rock TX Hampton Inn 3,813 865 10,999 1,337 13,201 (1,662) 2001 Mar-09  3-39yrs. 9
Hampton Inn &
Texarkana TX Suites 4,822 636 8,723 936 10,295 (614) 2004 Jan-11  3-39yrs. 81
Salt Lake
City uT SpringHill Suites 0 1,092 16,465 30 17,587 (1,183) 2009 Nov-10  3-39yrs. 143
Alexandria VA SpringHill Suites 0 5,968 0 18,918 24,886 (2,393) 2011 Mar-09  3-39yrs. 155
Bristol VA Courtyard 9,239 1,723 19,162 1,584 22,469 (3,035) 2004 Nov-08  3-39yrs. 175
Manassas VA Residence Inn 0 0 14,962 164 15,126 (857) 2006 Feb-11  3-39yrs. 107
163,232 137,309 1,401,521 66,604 1,605,434  (145,927) 11,371
Other real estate investments:
Hotel under
Richmond VA construction 0 3,115 0 1,058 4,173 0 Jul-12 0
Other 9] 0 Q 214 214 0 0
$ 163232 $140424 $ 1401521 $ 67,876 $1,609,821 $(145,927) 11,371

(1) The aggregate cost for federal income tax purposes is approximately $1.6 billion at December 31, 2012 (unaudited).

73




SCHEDULE |11

Real Estate and Accumulated Depreciation — (Continued)

Asof December 31, 2012
(dollarsin thousands)

2012 2011 2010
Real estate owned:
Balance as of January 1 $ 1,573,901 1510884 $ 705,722
Acquisitions 19,461 197,695 784,102
Disposals 0 (1,339) (2,658)
Discontinued Operations 0 (147,346) 0
Improvements and Devel opment Costs 16,459 14,007 23,718
Balance at December 31 $ 1,609,821 1573901 $ 1,510,884

2012 2011 2010

Accumulated depr eciation:
Balance as of January 1 $ (93,179) (48,962) $ (18,213)
Depreciation expense (52,748) (49,815) (30,749)
Disposals 0 50 0
Discontinued Operations 0 5,548 0
Balance at December 31 $ (145,927) (93179) $ (48,962)
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behal f
by the undersigned, thereunto duly authorized.

APPLE REIT NINE, INC.

By: /sl Glade M. Knight Date: March 7, 2013
Glade M. Knight,
Chairman of the Board and
Chief Executive Officer
(Principal Executive Officer)

By: /s/  Bryan Peery Date: March 7, 2013
Bryan Peery,
Chief Financial Officer
(Principal Financial and Principal Accounting Officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons on behalf of the registrant and in
the capacities and on the date indicated.

By: /s Glade M. Knight Date: March 7, 2013
Glade M. Knight, Director

By: /sl Bruce H. Matson Date: March 7, 2013
BruceH. Matson, Director

By: /s/ Michael S. Waters Date: March 7, 2013
Michael S. Waters, Director

By: /s/  Robert M. Wily Date: March 7, 2013
Robert M. Wily, Director
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Exhibit
Number Description of Documents

31 Articles of Incorporation of the Registrant. (Incorporated by reference to Exhibit 3.1 to the registrant’ s registration statement on Form S-11 (SEC File
No. 333-147414) filed November 15, 2007 and effective April 25, 2008)

3.2 Bylaws of the Registrant, asamended. (Incorporated by reference to Exhibit 3.2 to the registrant’s registration statement on Form S-11 (SEC File No.
333-147414) filed November 15, 2007 and effective April 25, 2008)

10.1 Advisory Agreement between the Registrant and Apple Nine Advisors, Inc. (Incorporated by reference to Exhibit 10.1 to anendment no. 4 to the
registrant’s registration statement on Form S-11 (SEC File No. 333-147414) filed April 23, 2008 and effective April 25, 2008)

10.2 Property Acquisition/Disposition Agreement between the Registrant and Apple Suites Realty Group, Inc. (Incorporated by reference to Exhibit 10.2 to
amendment no. 4 to the registrant’ s registration statement on Form S-11 (SEC File No. 333-147414) filed April 23, 2008 and effective April 25, 2008)

10.3 Omitted

104 Apple REIT Nine, Inc. 2008 Non-Employee Directors Stock Option Plan. (Incorporated by reference to Exhibit 10.4 to registrant’s quarterly report on
Form 10-Q (SEC File No. 333-147414) filed May 8, 2008)*

105 Purchase Contract dated as of June 5, 2008 between Valencia Tucson, L.L.C. and Apple Nine Hospitality Ownership, Inc. (Incorporated by referenceto
Exhibit 10.5 to the registrant’s quarterly report on Form 10-Q (SEC File No. 333-147414) filed August 4, 2008)

10.6 Management Agreement dated as of July 31, 2008 between Texas Western Management Partners, L.P. and Apple Nine Hospitality Management, Inc.
(Incorporated by reference to Exhibit 10.6 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)

10.7 Franchise License Agreement dated as of July 31, 2008 between Hilton Garden Inns Franchise LLC and Apple Nine Hospitality Management, Inc.
(Incorporated by reference to Exhibit 10.7 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)

10.8 Hotel Lease Agreement effective as of July 31, 2008 between Apple Nine Hospitality Ownership, Inc. and Apple Nine Hospitality Management, Inc.
(Incorporated by reference to Exhibit 10.8 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)

109 Agreement of Purchase and Sale and Joint Escrow Instructions dated as of July 24, 2008 between Ocean Park HotelssMMM, L.L.C. and Apple Nine
Hospitality Ownership, Inc. (Incorporated by reference to Exhibit 10.9 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-
147414) filed October 23, 2008)

10.10 Management Agreement dated as of September 24, 2008 between Dimension Development Two, LLC and Apple Nine Hospitality Management, Inc.
(Incorporated by reference to Exhibit 10.10 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)

10.11 Courtyard by Marriott Relicensing Franchise Agreement dated as of September 24, 2008 between Marriott International, Inc. and Apple Nine

Hospitality Management, Inc. (Incorporated by reference to Exhibit 10.11 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No.
333-147414) filed October 23, 2008)
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10.12

10.13

10.14

10.15

10.16

10.17

10.18

10.19

10.20

10.21

10.22

10.23

10.24

Hotel Lease Agreement effective as of September 24, 2008 between Apple Nine Hospitality Ownership, Inc. and Apple Nine Hospitality Management,
Inc. (Incorporated by reference to Exhibit 10.12 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)

Purchase Contract dated as of August 1, 2008 between Charlotte Lakeside Hotel Limited Partnership and Apple Nine Hospitality Ownership, Inc.
(Incorporated by reference to Exhibit 10.13 to the registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)

Management Agreement dated as of September 24, 2008 between MHH Management, LL C and Apple Nine Hospitality Management, Inc.
(Incorporated by reference to Exhibit 10.14 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)

Franchise License Agreement dated as of September 25, 2008 between Homewood Suites Franchise LLC and Apple Nine Hospitality Management,
Inc. (Incorporated by reference to Exhibit 10.15 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)

Hotel Lease Agreement effective as of September 24, 2008 between Apple Nine Hospitality Ownership, Inc. and Apple Nine Hospitality Management,
Inc. (Incorporated by reference to Exhibit 10.16 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)

Purchase Contract dated as of August 1, 2008 between RSV Twinsburg Hotel LTD. and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.17 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

Management Agreement dated as of October 6, 2008 between Gateway Hospitality Group, Inc. and Apple Nine Hospitality Management, Inc.
(Incorporated by reference to Exhibit 10.18 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)

Franchise License Agreement dated as of October 7, 2008 between Hilton Garden Inns Franchise LLC and Apple Nine Hospitality Management, Inc.
(Incorporated by reference to Exhibit 10.19 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)

Hotel Lease Agreement effective as of October 6, 2008 between Apple Nine Hospitality Ownership, Inc. and Apple Nine Hospitality Management, Inc.
(Incorporated by reference to Exhibit 10.20 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)

Purchase Contract dated as of August 1, 2008 between SCI Allen Hotel LTD. and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference
to Exhibit 10.21 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

Purchase Contract dated as of August 1, 2008 between Allen Stacy Hotel LTD. and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference
to Exhibit 10.22 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

Management Agreement dated as of September 26, 2008 between Gateway Hospitality Group, Inc. and Apple Nine Hospitality Texas Services, Inc.
(Incorporated by reference to Exhibit 10.23 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)

Franchise License Agreement dated as of September 26, 2008 between Hampton Inns Franchise LLC and Apple Nine Hospitality Texas Services, Inc.

(Incorporated by reference to Exhibit 10.24 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)
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Exhibit
Number Description of Documents
10.25 Hotel Lease Agreement effective as of September 26, 2008 between Apple Nine Hospitality Ownership, Inc. and Apple Nine Hospitality Texas
Services, Inc. (Incorporated by reference to Exhibit 10.25 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed
October 23, 2008)
10.26 Purchase Contract dated as of August 1, 2008 between SCI Lewisville Hotel LTD. and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.26 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)
10.27 Management Agreement dated as of October 16, 2008 between Gateway Hospitality Group, Inc. and Apple Nine Hospitality Texas Services, Inc.
(Incorporated by reference to Exhibit 10.27 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)
10.28 Franchise License Agreement dated as of October 16, 2008 between Hilton Garden Inns Franchise LL C and Apple Nine Hospitality Texas Services, Inc.
(Incorporated by reference to Exhibit 10.28 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)
10.29 Hotel Lease Agreement effective as of October 16, 2008 between Apple Nine Hospitality Ownership, Inc. and Apple Nine Hospitality Texas Services,
Inc. (Incorporated by reference to Exhibit 10.29 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)
10.30 Purchase Contract dated as of August 1, 2008 between SCI Duncanville Hotel LTD. and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.30 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)
10.31 Management Agreement dated as of October 21, 2008 between Gateway Hospitality Group, Inc. and Apple Nine Services Duncanville, Inc.
(Incorporated by reference to Exhibit 10.31 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)
10.32 Franchise License Agreement dated as of October 21, 2008 between Hilton Garden Inns Franchise LL C and Apple Nine Services Duncanville, Inc.
(Incorporated by reference to Exhibit 10.32 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)
10.33 Hotel Lease Agreement effective as of October 21, 2008 between Apple Nine SPE Duncanville, Inc. and Apple Nine Services Duncanville, Inc.
(Incorporated by reference to Exhibit 10.33 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)
10.34 Purchase Contract dated as of August 7, 2008 between Linden Hotel Properties, LL C and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.34 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)
10.35 Agreement of Purchase and Sale dated as of August 29, 2008 between RT Clarita Two, L.P. and Apple Nine Hospitality Ownership, Inc. (Incorporated
by reference to Exhibit 10.35 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)
10.36 Agreement of Purchase and Sale dated as of August 29, 2008 between RT Clarita, L.P. and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.36 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)
10.37 Purchase Contract dated as of September 11, 2008 between Rl Beaumont Property, L.P. and Apple Nine Hospitality Ownership, Inc. (Incorporated by

reference to Exhibit 10.37 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)
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10.38 Purchase Contract dated as of October 3, 2008 between ES/HIS Hillsboro, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference
to Exhibit 10.38 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

10.39 Purchase Contract dated as of October 3, 2008 between ES/HIS Hillsboro, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference
to Exhibit 10.39 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

10.40 Purchase Contract dated as of October 6, 2008 between Brothers Hospitality Development, LLC and Apple Nine Hospitality Ownership, Inc.
(Incorporated by reference to Exhibit 10.40 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23,
2008)

1041 Purchase Contract dated as of October 10, 2008 between Ralham, L.L.C. and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference to
Exhibit 10.41 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

10.42 Purchase Contract dated as of October 17, 2008 between Grand Shangrila International, Inc. and Apple Nine Hospitality Ownership, Inc. (Incorporated
by reference to Exhibit 10.42 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

10.43 Purchase Contract dated as of October 17, 2008 between Grand Shangrila International, Inc. and Apple Nine Hospitality Ownership, Inc. (Incorporated
by reference to Exhibit 10.43 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

10.44 Purchase Contract dated as of October 17, 2008 between ADH LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference to Exhibit
10.44 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

10.45 Purchase Contract dated as of October 20, 2008 between Sunbelt-CTY, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference to
Exhibit 10.45 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

10.46 Purchase Contract dated as of October 20, 2008 between Sunbelt-RPC, LL C and Apple Nine Hospitality Ownership, Inc. (Incorporated by referenceto
Exhibit 10.46 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

10.47 Purchase Contract dated as of October 20, 2008 between Sunbelt-CJT, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by referenceto
Exhibit 10.47 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

10.48 Purchase Contract dated as of October 20, 2008 between Sunbelt-RHM, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference to
Exhibit 10.48 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

10.49 Purchase Contract dated as of October 20, 2008 between Sunbelt-GDA, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference to
Exhibit 10.49 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

10.50 Purchase Contract dated as of October 20, 2008 between Sunbelt-RAG, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference to
Exhibit 10.50 to registrant’s Post-effective Amendment No. 1 to Form S-11 (SEC File No. 333-147414) filed October 23, 2008)

10.51 Purchase Contract dated as of October 29, 2008 between MWE Houston Property, L.P. and Apple Nine Hospitality Ownership, Inc. (Incorporated by

reference to Exhibit 10.51 to the registrant’s quarterly report on Form 10-Q (SEC File No. 333-147414) filed November 4, 2008)
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10.52 Purchase Contract dated as of November 12, 2008 between Austin FRH, LTD. and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference
to Exhibit 10.52 to the registrant’ s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23, 2009)

10.53 Purchase Contract dated as of November 12, 2008 between FRH Braker, LTD. and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference
to Exhibit 10.53 to the registrant’ s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23, 2009)

1054 Purchase Contract dated as of November 12, 2008 between RR Hotel Investments, LTD. and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.54 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23, 2009)

10.55 Purchase Contract dated as of November 12, 2008 between VH Fort Lauderdale Investment, LTD. and Apple Nine Hospitality Ownership, Inc.
(Incorporated by reference to Exhibit 10.55 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23,
2009)

10.56 Purchase Contract dated as of November 12, 2008 between MILLROC Portsmouth NH, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated
by reference to Exhibit 10.56 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23, 2009)

10.57 Purchase Contract dated as of November 12, 2008 between Playhouse Square Hotel Associates, L.P. and Apple Nine Hospitality Ownership, Inc.
(Incorporated by reference to Exhibit 10.57 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23,
2009)

10.58 Purchase Contract dated as of November 12, 2008 between RMRVH Jackson, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.58 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23, 2009)

10.59 Purchase Contract dated as of November 12, 2008 between CY RMR Jackson, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.59 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23, 2009)

10.60 Purchase Contract dated as of September 27, 2007 between Grove Street Orlando, LLC and Apple Eight Hospitality, Inc. (Incorporated by reference to
Exhibit 10.60 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23, 2009)

10.61 Assignment of Contract dated as of November 14, 2008 between Apple Eight Hospitality, Inc. and Apple Nine Hospitality, Inc. (Incorporated by
reference to Exhibit 10.61 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23, 2009)

10.62 Purchase Contract dated as of December 14, 2007 between Viking Fund Baton Rouge (LA), LLC and Apple Eight Hospitality Ownership, Inc.
(Incorporated by reference to Exhibit 10.62 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23,
2009)

10.63 Assignment of Contract dated as of November 14, 2008 between Apple Eight Hospitality Ownership, Inc. and Apple Nine Hospitality Ownership, Inc.
(Incorporated by reference to Exhibit 10.63 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23,
2009)

10.64 Purchase Contract dated as of January 25, 2008 between Viking Fund Rochester (MN), LLC and Apple Eight Hospitality Ownership, Inc. (Incorporated

by reference to Exhibit 10.64 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23, 2009)
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10.65 Assignment of Contract dated as of November 14, 2008 between Apple Eight Hospitality Ownership, Inc. and Apple Nine Hospitality Ownership, Inc.
(Incorporated by reference to Exhibit 10.65 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23,
2009)

10.66 Purchase Contract dated as of December 12, 2008 between Moody National Hospitality I, L.P. and Apple Nine Hospitality Ownership, Inc.
(Incorporated by reference to Exhibit 10.66 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23,
2009)

10.67 Purchase Contract dated as of January 5, 2009 between Y uma One Limited Partnership and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.67 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23, 2009)

10.68 Purchase Contract dated as of January 6, 2009 between Viking Fund Holly Springs (NC), LLC and Apple Nine Hospitality Ownership, Inc.
(Incorporated by reference to Exhibit 10.68 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23,
2009)

10.69 Purchase and Sale Contract dated as of January 21, 2009 between Chesapeake Land Development Company, L.L.C. and Apple Nine Ventures, Inc.
(Incorporated by reference to Exhibit 10.69 to the registrant’s Post-effective Amendment No. 2 to Form S-11 (SEC File No. 333-147414) filed January 23,
2009)

10.70 First Amendment to Purchase and Sale Contract dated as of March 31, 2009 between Chesapeake L and Development Company, L.L.C. and Apple Nine
Ventures, Inc. (Incorporated by reference to Exhibit 10.70 to registrant’s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)

10.71 Ground Lease Agreement dated as of April 7, 2009 between Chesapeake Operating, Inc., and Apple Nine Ventures Ownership, Inc. (Incorporated by
reference to Exhibit 10.71 to registrant’s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)

10.72 Purchase Agreement dated as of March 16, 2010 between Denali Lodging, LLC and Apple Nine Services Anchorage, LLC (Incorporated by reference
to Exhibit 10.72 to registrant’s Post-effective Amendment No. 8 to Form S-11 (SEC File No. 333-147414 ) filed April 21, 2010)

10.73 Purchase Contract dated as of March 16, 2010 between Boise Lodging Investors, LLC, Apple Nine Hospitality Ownership, Inc. and Raymond
Management Company, Inc. (Incorporated by reference to Exhibit 10.73 to registrant’s Post-effective Amendment No. 8 to Form S-11 (SEC File No. 333-
147414 ) filed April 21, 2010)

10.74 Purchase Contract dated as of March 16, 2010 between Forest Park Lodging Associates, LLC, Apple Nine Hospitality Ownership, Inc. and Raymond
Management Company, Inc. (Incorporated by reference to Exhibit 10.74 to registrant’s Post-effective Amendment No. 8 to Form S-11 (SEC File No. 333-
147414 ) filed April 21, 2010)

10.75 Purchase Contract dated as of March 16, 2010 between Liberty Lodging Associates, LLC, Apple Nine Hospitality Ownership, Inc. and Raymond
Management Company, Inc. (Incorporated by reference to Exhibit 10.75 to registrant’s Post-effective Amendment No. 8 to Form S-11 (SEC File No. 333-
147414 ) filed April 21, 2010)

10.76 Purchase Contract dated as of March 16, 2010 between OK C-Bricktown Lodging Associates, LL C, Apple Nine Hospitality Ownership, Inc. and

Raymond Management Company, Inc. (Incorporated by reference to Exhibit 10.76 to registrant’ s Post-effective Amendment No. 8 to Form S-11 (SEC
File No. 333-147414 ) filed April 21, 2010)
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10.77 Purchase Contract dated as of March 16, 2010 between Rodgers L odging Associates, LLC, Apple Nine Hospitality Ownership, Inc. and Raymond
Management Company, Inc. (Incorporated by reference to Exhibit 10.77 to registrant’s Post-effective Amendment No. 8 to Form S-11 (SEC File No. 333-
147414 ) filed April 21, 2010)

10.78 Purchase Contract dated as of March 16, 2010 between Rodgers Lodging Associates 58, LLC, Apple Nine Hospitality Ownership, Inc. and Raymond
Management Company, Inc. (Incorporated by reference to Exhibit 10.78 to registrant’s Post-effective Amendment No. 8 to Form S-11 (SEC File No. 333-
147414 ) filed April 21, 2010)

10.79 Purchase Contract dated as of March 16, 2010 between St. Louis Lodging Associates, LLC, Apple Nine Hospitality Ownership, Inc. and Raymond
Management Company, Inc. (Incorporated by reference to Exhibit 10.79 to registrant’s Post-effective Amendment No. 8 to Form S-11 (SEC File No. 333-
147414 ) filed April 21, 2010)

10.80 Purchase Contract dated as of May 28, 2010 between L odging Americaof West Monroe, LLC and Apple Nine Hospitality Ownership,
Inc. (Incorporated by reference to Exhibit 10.80 to registrant’s Post-effective Amendment No. 9 to Form S-11 (SEC File No. 333-147414) filed July 21,
2010)

10.81 Purchase Contract dated as of May 28, 2010 between Jacki€e's International, Inc. and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.81 to registrant’s Post-effective Amendment No. 9 to Form S-11 (SEC File No. 333-147414) filed July 21, 2010)

10.82 Purchase Contract dated as of August 5, 2010 between Rochelle Lodging, L P and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference
to Exhibit 10.82 to registrant’s Post-effective Amendment No. 10 to Form S-11 (SEC File No. 333-147414) filed October 21, 2010)

10.83 Purchase Contract dated as of August 5, 2010 between Redwood Hospitality, L.P. and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.83 to registrant’s Post-effective Amendment No. 10 to Form S-11 (SEC File No. 333-147414) filed October 21, 2010)

10.84 Purchase Contract dated as of September 10, 2010 between Fishspring, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by referenceto
Exhibit 10.84 to registrant’s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)

10.85 Purchase Contract dated as of September 10, 2010 between Mishares, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference to
Exhibit 10.85 to registrant’s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)

10.86 Purchase Contract dated as of September 10, 2010 between Happy Valley Res, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.86 to registrant’'s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)

10.87 Purchase Contract dated as of September 10, 2010 between Mettares, LL C and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference to
Exhibit 10.87 to registrant’s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)

10.88 Purchase Contract dated as of September 10, 2010 between Mettawhite, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference to
Exhibit 10.88 to registrant’s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)

10.89 Purchase Contract dated as of September 10, 2010 between Parmer Lane Associates |11, L.P. and Apple Nine Hospitality Ownership, Inc. (Incorporated

by reference to Exhibit 10.89 to registrant’s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)
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10.90 Purchase Contract dated as of September 10, 2010 between Etkin White Novi, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.90 to registrant's annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)
1091 Purchase Contract dated as of September 10, 2010 between Warriwhite, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference to
Exhibit 10.91 to registrant’s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)
10.92 Purchase Contract dated as of September 10, 2010 between Schwhite, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference to
Exhibit 10.92 to registrant’s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)
10.93 Purchase Contract dated as of September 10, 2010 between Slicspring, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference to
Exhibit 10.93 to registrant’s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)
10.94 Purchase Contract dated as of September 10, 2010 between Ausnorth FFIS Hotel, LL C and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.94 to registrant’s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)
10.95 Purchase Contract dated as of September 10, 2010 between Ausnorth CY Hotel, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.95 to registrant’'s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)
10.96 Purchase Contract dated as of September 10, 2010 between Chanprice, LLC and Apple Nine Hospitality Ownership, Inc. (Incorporated by reference to
Exhibit 10.96 to registrant’s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)
10.97 Purchase Contract dated as of September 10, 2010 between Whiteco Industries, Inc. and Apple Nine Hospitality Ownership, Inc. (Incorporated by
reference to Exhibit 10.97 to registrant’s annual report on Form 10-K (SEC File No. 000-53603) filed March 11, 2011)
10.98 Purchase and Sale Contract dated as of August 3, 2011 between Apple Nine Ventures Ownership, Inc. and 111 Realty Investors, L P (Incorporated by
reference to Exhibit 10.98 to registrant’s quarterly report on Form 10-Q (SEC File No. 000-53603) filed November 9, 2011)
10.99 Third Amendment to Purchase and Sale Contract dated as of January 31, 2012 between Apple Nine Ventures Ownership, Inc. and 111 Realty Investors,
LP (Incorporated by reference to Exhibit 10.99 to the registrant’s quarterly report on Form 10Q (SEC File No. 000-53603) filed May 7, 2012)
10.100 Fourth Amendment to Purchase and Sale Contract dated as of April 12, 2012 between Apple Nine Ventures Ownership, Inc. and 111 Realty Investors,
LP (Incorporated by reference to Exhibit 10.100 to the registrant’s quarterly report on Form 10Q (SEC File No. 000-53603) filed August 13, 2012)
10.101 Junior Secured Note dated as of April 27, 2012 between Apple Nine Ventures Ownership, Inc. and 111 Realty Investors, LP (Incorporated by reference
to Exhibit 10.101 to the registrant’s quarterly report on Form 10Q (SEC File No. 000-53603) filed August 13, 2012)
10.102 Loan Agreement dated as of April 27, 2012 between Apple Nine Ventures Ownership, Inc. and 111 Realty Partners, L P (Incorporated by reference to
Exhibit 10.102 to the registrant’s quarterly report on Form 10Q (SEC File No. 000-53603) filed August 13, 2012)
211 Subsidiaries of the Registrant (FILED HEREWITH)
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231 Consent of Ernst & Young LLP (FILED HEREWITH)
311 Certification of the Company’s Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (FILED HEREWITH
31.2 Certification of the Company’s Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 (FILED HEREWITH)
321 Certification of the Company’s Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350 as adopted pursuant to Section
906 of the Sarbanes-Oxley Act of 2002 (FILED HEREWITH)
101 The following materials from Apple REIT Nine, Inc.’s Annual Report on Form 10-K for the year ended December 31, 2012 formatted in XBRL

(eXtensible Business Reporting Language): (i) the Consolidated Balance Sheets, (ii) the Consolidated Statements of Operations, (iii) the Consolidated
Statements of Shareholders' Equity, (iv) the Consolidated Statements of Cash Flows, and (v) related notes to these financial statements, tagged as
blocks of text and in detail (FURNISHED HEREWITH)

* Denotes Compensation Plan.




Subsidiaries of
Apple REIT Nine, Inc.
At December 31, 2012

(The state of incorporation or organization of each subsidiary isVirginia, except as noted below)
A. Direct Subsidiaries

Apple Nine Hospitality, Inc.

Apple Nine Residential, Inc.

Apple Nine Ventures, Inc.

Apple Air Holding, LLC (24% Ownership)

B. Indirect Subsidiaries (held through direct subsidiariesor other indirect subsidiaries)

Apple Nine Collegeville Business Trust
Apple Nine Hospitality Management, Inc.
Apple Nine Hospitality Ownership, Inc.
Apple Nine Ventures Ownership, Inc.
Apple Nine Hospitality Texas Services, Inc.
Apple Nine Hospitality Texas Servicesl|, Inc.
Apple Nine Hospitality Texas Services|ll, Inc.
Apple Ninelllinois, LLC

Apple Nine Kansas City, LLC

Apple Nine Louisiana, LLC

Apple Nine Malvern Pennsylvania Business Trust*
Apple Nine Missouri, LLC

Apple Nine NC GP, Inc.

AppleNineNCLP, Inc.

Apple Nine North Carolina, L.P.

Apple Nine Oklahoma, LLC

Apple Nine Pennsylvania, Inc.

Apple Nine Pennsylvania Business Trust *
Apple Nine SPE Allen, Inc.

Apple Nine SPE Anchorage, Inc.

Apple Nine SPE Austin Arboretum, Inc.
Apple Nine SPE Austin Northwest, Inc.
Apple Nine SPE Bristal, Inc.

Apple Nine SPE Dallas, Inc.

Apple Nine SPE Duncanville, Inc.

Apple Nine SPE Grapevine, Inc.

Apple Nine SPE Irving, Inc.

Apple Nine SPE Kansas City, Inc.

Apple Nine SPE Malvern, Inc.

Apple Nine SPE Rogers, Inc.

Apple Nine SPE Round Rock, Inc.

Apple Nine SPE St. Louis, Inc.

Apple Nine SPE Texarkana, Inc.

Apple Nine Services Allen, Inc.

Apple Nine Services Austin Arboretum, Inc.
Apple Nine Services Austin Northwest, Inc.
Apple Nine Services Bristol, Inc.

Apple Nine Services Dallas, Inc.

Apple Nine Services Duncanville, Inc.
Apple Nine ServicesIrving, Inc.

Apple Nine Services Kansas City, Inc.
Apple Nine Services Rogers, Inc.

Apple Nine Services Round Rock, Inc.
Apple Nine Services St. Louis, Inc.

Apple Nine Services Texarkana, Inc.
AppleNine St. Louis, LLC

Sunbelt-CAL, L.L.C. **

Sunbelt-CJT, L.L.C. **

Sunbelt-CTY, L.L.C. **

Sunbelt-GDA, L.L.C. **

Sunbelt-RAG, L.L.C. **

Sunbelt-RHM, L.L.C. **

Sunbelt-RPC, L.L.C. ***

Sunbelt-SLL, LLC **

* State of organization is Pennsylvania.
**  State of organization is Alabama.
***  State of organization is Florida.

Exhibit 21.1



Exhibit 23.1
Consent of Independent Registered Public Accounting Firm

We consent to the incorporation by reference in the Registration Statement (Form S-3 No. 333-171094) of Apple REIT Nine, Inc. and in the related Prospectus
of our reports dated March 7, 2013, with respect to the consolidated financial statements and schedule of Apple REIT Nine, Inc., and the effectiveness of internal
control over financial reporting of Apple REIT Nine, Inc., included in this Annual Report (Form 10-K) for the year ended December 31, 2012.

/s ERNST & YOUNG LLP
Richmond, Virginia
March 7, 2013



Exhibit 31.1
CERTIFICATIONS
I, Glade M. Knight, certify that:
1. | have reviewed this report on Form 10-K of Apple REIT Nine, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of amaterial fact or omit to state amaterial fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in thisreport, fairly present in all material respectsthe
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. Theregistrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which thisreport isbeing prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) disclosed in thisreport any change in the registrant’sinternal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’sfourth fiscal quarter in the case of an annual report) that has materially affected, or isreasonably likely to materially affect,
the registrant’sinternal control over financial reporting; and

5. Theregistrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s Board of Directors (or persons performing the equivalent functions):

a) al significant deficiencies and material weaknessesin the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’ sinternal control
over financial reporting.

Date: March 7, 2013 /s’  GLADE M. KNIGHT
Glade M. Knight
Chief Executive Officer
APPLE REIT NINE, Inc.




Exhibit 31.2
CERTIFICATION
I, Bryan Peery, certify that:
1. | have reviewed this report on Form 10-K of Apple REIT Nine, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of amaterial fact or omit to state amaterial fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in thisreport, fairly present in all material respectsthe
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. Theregistrant’s other certifying officer and | are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision,
to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which thisreport isbeing prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

d) disclosed in thisreport any change in the registrant’sinternal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’sfourth fiscal quarter in the case of an annual report) that has materially affected, or isreasonably likely to materially affect,
the registrant’sinternal control over financial reporting; and

5. Theregistrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s Board of Directors (or persons performing the equivalent functions):

a) al significant deficiencies and material weaknessesin the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’ sinternal
controls over financial reporting.

Date: March 7, 2013 /sl BRYAN PEERY
Bryan Peery
Chief Financial Officer
APPLE REIT NINE, Inc.




Exhibit 32.1
CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350 ASADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Apple REIT Nine, Inc., (the“Company”) on Form 10-K for the year ending December 31, 2012 asfiled with the
Securities and Exchange Commission on the date hereof (the “Report”), the undersigned hereby certifies, pursuant to 18 U.S.C Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 that: (1) the Report fully complieswith the requirements of Section 13(a) or 15(d) of the Securities and Exchange Act of
1934; and (2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company as of
December 31, 2012, and for the period then ended.

/sl GLADE M. KNIGHT
Glade M. Knight
Chief Executive Officer

/s BRYAN PEERY
Bryan Peery
Chief Financial Officer

March 7, 2013



Board gf Directors
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GLADE M. KNIGHT*

CORPORATE HEADQUARTERS

814 East Main Street
Richmond, Virginia 23219
(804) 344-8121 (804) 344-8129 FAX

www.applereitnine.com

INDEPENDENT AUDITORS

Ernst & Young LLP

The Edgeworth Building

2100 East Cary Street, Suite 201
Richmond, Virginia 23223

(804) 344-6000

CORPORATE COUNSEL

McGuireWoods LLP

One James Center

901 East Cary Street
Richmond, Virginia 23219
(804) 775-1000

DIVIDEND REINVESTMENT PLAN

Apple REIT Nine, Inc. provides shareholders
the opportunity to purchase additional
shares of stock through the reinvestment

of distributions. Information regarding

this option can be obtained from your
investment advisor.

BRUCE H. MATSON™"t

3

MICHAEL S. WATERST

BENEFICIAL SHAREHOLDERS

Approximately 38,200 at
December 31, 2012

INVESTOR INFORMATION

For additional information about the
Company, please contact: Kelly Clarke,
Director of Investor Services

(804) 727-6321 or kclarke@applereit.com

DISTRIBUTION TAX
REPORTING ALLOCATION

Return of Capital:

2012 56%
2011 48%
Ordinary Income:
2012 28%
2011 52%
Longterm Capital Gain:
2012 16%
Distribution Paid per Share:
2012 $1.60
2011 $0.88

ROBERT M. WILY*"t

EXECUTIVE OFFICERS

Glade M. Knight
Chief Executive Officer

Justin G. Knight
President

David S. McKenney
President of Capital Markets

Kristian M. Gathright
Executive Vice President &
Chief Operating Officer

Bryan F. Peery
Executive Vice President &
Chief Financial Officer

David P. Buckley
Executive Vice President &
Chief Legal Counsel



Cover image: HILTON, DALLAS, TX

“Courtyard® by Marriott®,” “Fairfield Inn® by Marriott®,” “Fairfield Inn & Suites® by Marriott®,” “Residence Inn® by Marriott®,” “SpringHill Suites® by
Marriott®,” “TownePlace Suites® by Marriott®,” and “Marriott® Hotels & Resorts” are each a registered trademark of Marriott® International, Inc. or one
of its affiliates. All references to “Marriott®” mean Marriott® International and all of its affiliates and subsidiaries, and their respective officers, directors,
agents, employees, accountants and attorneys. Marriott® is not responsible for the content of this annual report, whether relating to the hotel information,
operating information, financial information, Marriott®’s relationship with Apple REIT Nine, Inc. or otherwise. Marriott® is not involved in any way, whether
as an “issuer” or “underwriter” or otherwise in the Apple REIT Nine offering and receives no proceeds from the offering. Marriott® has not expressed
any approval or disapproval regarding this annual report, and the grant by Marriott® of any franchise or other rights to Apple REIT Nine shall not be
construed as any expression of approval or disapproval. Marriott® has not assumed and shall not have any liability in connection with this annual report.

“Hampton Inn®,” “Hampton Inn & Suites®,” “Hilton®,” “Hilton Garden Inn®,” “Embassy Suites Hotels®,” “Home2 Suites by Hilton®,” and “Homewood
Suites by Hilton®” are each a registered trademark of Hilton® Worldwide or one of its affiliates. All references to “Hilton®” mean Hilton® Worldwide and
all of its offiliates and subsidiaries, and their respective officers, directors, agents, employees, accountants and attorneys. Hilton® is not responsible for
the content of this annual report, whether relating to hotel information, operating information, financial information, Hilton®'s relationship with Apple REIT
Nine, Inc., or otherwise. Hilton® is not involved in any way, whether as an “issuer” or “underwriter” or otherwise, in the Apple REIT Nine offering and
receives no proceeds from the offering. Hilton® has not expressed any approval or disapproval regarding this annual report, and the grant by Hilton® of
any franchise or other rights to Apple REIT Nine shall not be construed as any expression of approval or disapproval. Hilton® has not assumed and shall
not have any liability in connection with this annual report.

This annual report contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E
of the Securities Exchange Act of 1934, as amended. Such statements involve known and unknown risks, uncertainties, and other factors which may
cause the actual results, performance, or achievements of the company to be materially different from any future results, performance or achievements
expressed or implied by such forward-looking statements. Such factors include: the availability and terms of financing; changes in national, regional and
local economies and business conditions; competitors within the hotel industry; the outcome of current and future litigation and regulatory proceedings or
inquiries; changes in laws or regulations or interpretations of current laws and regulations that impact the company’s business, assets or classification as
a real estate investment trust; the ability of the company to implement its acquisition strategy and operating strategy and to manage planned growth; and
the ability to repay or refinance debt as it becomes due. Although the company believes that the assumptions underlying the forward-looking statements
contained herein are reasonable, any of the assumptions could be inaccurate; therefore, there can be no assurance that such statements included in this
annual report will prove to be accurate. In addition, the timing and level of distributions to shareholders are within the discretion of the company’s board
of directors. In light of the significant uncertainties inherent in the forward-looking statements included herein, the inclusion of such information should
not be regarded as a representation by the company or any other person that the results or conditions described in such statements or the objectives and
plans of the company will be achieved.
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