PROSPECTUS

Maximum Offering of 20,100,000 Shares of Common Stock
First 2,000,000 Shares Offered at $9.50/Share
Last 18,100,000 Shares Offered at $10.00/Share
Minimum Purchase: 2,000 Shares (In Most States)

Shopoft

PrOPERTIES TRUST

REAL ESTATE INVESTMENT TRUST

We are offering and selling to the public up to 20,100,000 shares of our common stock (such common stock is referred to in this
prospectus as the “shares” or the “share” as the context requires). The offering price is $9.50 per share until we have sold the
first 2,000,000 shares and then the offering price will increase to $10.00 per share until the remaining 18,100,000 shares are sold or until
the offering is terminated, whichever occurs first. The minimum purchase by any one investor is generally 2,000 shares, unless a different
minimum amount is required pursuant to applicable state securities laws. We are a newly formed Maryland corporation that intends to
qualify as a real estate investment trust, or REIT, for federal income tax purposes.

This investment involves a high degree of risk. You should purchase shares only if you can afford a complete loss of your
investment. You should carefully consider the information set forth in the “Risk Factors” section beginning on page 7 for a
discussion of material risk factors relevant to an investment in our common stock, including, but not limited to, the following:

*  Because we expect that the majority of the properties we acquire will not generate any operating cash flow, the timing and
amount of any dividends paid will be largely dependent upon the sale of acquired properties. Accordingly, it is uncertain as to
when, if ever, dividends will be paid.

*  Due to the risks involved in the ownership of real estate, there is no guarantee of any return on your investment in us and you
may lose money.

e No public market exists for our shares. Our shares cannot be readily sold, and if you are able to sell your shares, you may have
to sell them at a substantial discount.

*  We rely on Shopoff Advisors for our day-to-day operations and the selection of our investments. We pay substantial fees to
Shopoff Advisors for these services. Shopoff Advisors is an affiliate of ours and of our sponsor, The Shopoff Group, L.P., and
therefore, these fees were not determined on an arm’s-length basis. Shopoff Advisors is also subject to conflicts of interest due
to relationships its principals have with other programs sponsored by The Shopoff Group.

*  We are the first publicly-offered investment program sponsored by The Shopoff Group. You should not assume that the prior
performance of privately-held programs sponsored by The Shopoft Group is necessarily indicative of our future results.

*  Although we intend to qualify as a real estate investment trust for U.S. federal income tax purposes, we may fail to do so.

Public Offering Aggregate Less Selling Proceeds to Us
This Offering Price per Share Offering Price Commissions'" Before Expenses
Offering Price for First 2,000,000 shares sold . . ............ $ 9.50 $ 19,000,000 $0.00 $ 19,000,000
Offering Price for Last 18,100,000 shares sold. . . ... ........ $10.00 $181,000,000 $0.00 $181,000,000
TOTAL. . . . . $200,000,000 $0.00 $200,000,000

(1) There will be no selling commissions or other discounts associated with this offering. However, Shopoff Securities, Inc., our
broker-dealer in this offering, will receive a fixed monthly marketing fee of $100,000 from our sponsor, The Shopoff Group.

If the maximum offering is raised, we anticipate that we will invest at least 89.2% of the offering proceeds in real estate and real
estate-related investments after deducting acquisition and advisory fees and expenses and reserves for initial working capital. If the
minimum offering is raised, we anticipate that we will invest at least 80.0% of the offering proceeds in real estate and real estate-related
investments after deducting acquisition and advisory fees and expenses and reserves for initial working capital.

Neither the Securities and Exchange Commission, the Attorney General of the State of New York nor any other state
securities commission has approved or disapproved of these securities, passed on or endorsed the merits of this offering or
determined if this prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

The use of forecasts in this offering is prohibited. Any representation to the contrary and any predictions, written or oral, as
to the amount or certainty of any present or future cash benefit or tax consequence which may flow from your investment in our
shares of common stock is prohibited.

All securities to be sold under this offering shall be offered by Shopoff Securities, Inc., which shall use its best efforts to sell the
maximum number of securities offered, or 20,100,000 shares. Shopoft Securities, Inc. may not complete a sale of our shares to you until
at least five business days after the date you receive a copy of the final prospectus. Shopoff Securities, Inc. must also send you a
confirmation of your purchase. Shopoff Securities, Inc. is an entity wholly owned by The Shopoff Revocable Trust dated August 12,
2004, which is a trust owned by William A. Shopoft, the President of The Shopoff Group, L.P., a Delaware limited partnership, and the
sponsor of this REIT.

We will sell shares until the earlier of August 29, 2010, or the date on which the maximum offering has been sold.

The date of this prospectus is April 29, 2010






INVESTOR SUITABILITY STANDARDS

An investment in Shopoff Properties Trust, Inc. involves significant risk. An investment in our common
stock is suitable only for persons who have adequate financial means and desire a relatively long-term invest-
ment with respect to which they do not anticipate any need for immediate liquidity.

In consideration of these factors, we have established suitability standards for all stockholders, including
subsequent transferees for value. These suitability standards require that a purchaser of shares have either:

* a minimum net worth (excluding your home, home furnishings and personal automobiles) of at least
$250,000; or

o a minimum annual gross income of at least $70,000 and a minimum net worth of at least $70,000.

Investors with investment discretion over assets of an employee benefit plan covered under the Employee
Retirement Income Security Act of 1974, as amended, or ERISA, should carefully review the information
entitled “ERISA Considerations.”

Some of the states in which we intend to sell have established suitability standards for individual inves-
tors and subsequent transferees that are more rigorous than those set by Shopoff Properties Trust, Inc. We
must adhere to those higher state standards when selling to investors in such states.

If you are an individual, including an individual beneficiary of a purchasing individual retirement
account, or IRA, or if you are a fiduciary, such as a trustee of a trust or corporate pension or profit sharing
plan, or other tax-exempt organization, or a custodian under a Uniform Gifts to Minors Account, you must
represent that you meet our investor suitability standards, as set forth in the Subscription Agreement attached
as Exhibit A to this prospectus, including the following:

Several states have established suitability standards different from those we have established. In these
states, shares will be sold only to investors who meet the special suitability standards set forth below:

California: Investors must have had during the last tax year, or estimate that the investor will have
during the current tax year, (1) a minimum net worth of $250,000 (exclusive of home, home furnishings, and
personal automobiles) together with a $65,000 minimum annual gross income; or (2) a minimum net worth of
$500,000 (exclusive of home, home furnishings, and personal automobiles) irrespective of annual gross
income, or , (3) a minimum net worth of $1,000,000 (inclusive of home, home furnishings, and personal
automobiles).

Iowa: Investors must have either: (1) a minimum net worth of $500,000 (exclusive of home, auto, and
furnishings), or (2) a minimum annual gross income of $100,000 and a net worth of $250,000 (exclusive of
home, auto, and furnishings). In addition, an investor’s maximum investment in us and our affiliates cannot
exceed 10% of an investor’s net worth.

Kentucky: Investors must have either: (1) a minimum annual gross income of $100,000 together with a
minimum liquid net worth of $500,000; or (2) a minimum liquid net worth alone of $1,000,000; and in nei-
ther case shall the investment exceed 10% of an investor’s liquid net worth.

Minnesota: Because this offering is not registered in Minnesota you must qualify for this investment
based on the following higher suitability standards for subscribers residing in Minnesota: Investors must have
an individual income in excess of $200,000 in each of the two most recent years or joint income with that
person’s spouse in excess of $300,000 in each of those years and a reasonable expectation of reaching the
same income level in the current year; or a minimum individual net worth, or joint net worth with that per-
son’s spouse, at the time of purchase, exceeds $1,000,000. Alternatively, Minnesota investors may be
“institutional investors” as defined in Sec. 80A.46 (13) (A) and related sections of the Minnesota Securities
Act and rules, regulations and releases promulgated thereunder.

North Carolina: Investors must have either: (1) a minimum net worth of at least $300,000; or (2) a
minimum annual gross income of at least $100,000 and a net worth of at least $100,000.



Oklahoma: Individual income in excess of $200,000 in each of the two most recent years or joint
income with that person’s spouse in excess of $300,000 in each of those years and a reasonable expectation of
reaching the same income level in the current year, or a minimum individual net worth, or joint net worth
with that person’s spouse, at the time of purchase of $1,000,000.

Oregon: Natural investors who purchase stock pursuant to Oregon Registration Number 2007-324 after
August 29, 2008, rather than pursuant to an exemption from registration provided by Oregon law, must have
either: (1) a minimum net worth of $500,000 (exclusive of home, auto, and furnishings), or (2) a minimum
annual gross income of $100,000 and a net worth of $250,000 (exclusive of home, auto, and furnishings). In
addition, a natural investor’s maximum investment in us and our affiliates cannot exceed 10% of the investor’s
net worth.

Texas: Investors must have an individual income in excess of $200,000 in each of the two most recent
years or joint income with that person’s spouse in excess of $300,000 in each of those years and a reasonable
expectation of reaching the same income level in the current year, or a minimum individual net worth, or joint
net worth with that person’s spouse, at the time of purchase of $1,000,000.

We will not permit transfers of less than the minimum required purchase. Only in very limited circum-
stances, such as a division between an IRA and an individual investment, may you sell, transfer, fractionalize
or subdivide your shares so as to retain less than the minimum number of our shares. For purposes of satisfy-
ing the minimum investment requirement for retirement plans, unless otherwise prohibited by state law, a
husband and wife may jointly contribute funds from their separate IRAs provided that each such contribution
is made in increments of at least 100 shares. However, your investment in us will not, in itself, create a
retirement plan for you and, in order to create a retirement plan, you must comply with all applicable provi-
sions of the federal income tax laws. After you have purchased the minimum investment, any additional
investments must be made in increments of at least 100 shares.

Ensuring Our Suitability Standards Are Adhered To

In order to assure adherence to the suitability standards described above, requisite suitability standards
must be met as set forth in the Subscription Agreement, including the Subscription Agreement Signature Page.
We and each person selling common stock on our behalf are required to (1) make reasonable efforts to assure
that each person purchasing our common stock is suitable in light of the person’s age, educational level,
knowledge of investments, financial means and other pertinent factors and (2) maintain records for at least
six years of the information used to determine that an investment in our common stock is suitable and appro-
priate for each investor. Our agreement with our broker-dealer, Shopoff Securities, requires it to (a) make
inquiries diligently as required by law of all prospective investors in order to ascertain whether an investment
in us is suitable for the investor and (b) transmit promptly to us all fully completed and duly executed Sub-
scription Agreements.

In making the determination that an investment in our stock is suitable for you, your participating broker-
dealer, authorized representative or other person selling shares on our behalf will consider, based on a review
of the information provided by you, whether you have an apparent understanding of:

o the fundamental risks of an investment in our common stock;
e the risk that you may lose your entire investment;

e the lack of liquidity of our common stock;

. the restrictions on transferability of our common stock;

e the background and qualifications of our advisor; and

e the tax consequences of an investment in our common stock.

In addition, by signing the Subscription Agreement Signature Page, you represent and warrant to us that
you have received a copy of this prospectus, that you meet the net worth and annual gross income require-
ments described above and, if applicable, that you will comply with requirements of California law
summarized in the Subscription Agreement attached as Exhibit A with respect to resale of our shares of com-
mon stock. These representations and warranties help us to ensure that you are fully informed about an
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investment in us and that we adhere to our suitability standards. In the event you or another stockholder or a
regulatory authority attempted to hold us liable because stockholders did not receive copies of this prospectus
or because we failed to adhere to each state’s investor suitability requirements, we will assert these representa-
tions and warranties made by you in any proceeding in which such potential liability is disputed in an attempt
to avoid any such liability. By making these representations, you will not waive any rights that you may have
under federal or state securities laws.

Escrow Account

Subscription proceeds will be placed in an interest-bearing account with the escrow agent, Wells Fargo
Bank, N.A., until subscriptions for the shares are deemed to be in good order by the broker-dealer, upon
which the subscription proceeds will be transferred from the escrow account into our operating account.

Subscription proceeds held in the escrow account will be invested in obligations of, or obligations guar-
anteed by, the United States government or bank money-market accounts or certificates of deposit of national
or state banks that have deposits insured by the Federal Deposit Insurance Corporation, including certificates
of deposit of any bank acting as depository or custodian for any such funds, as directed by Shopoff Advisors.
This will occur from the time the investment is deposited with the escrow agent until you are accepted by us
as a stockholder. Subscribers may not otherwise withdraw funds from the escrow account.
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The following chart indicates the relationships among the various entities that are related to us.

i Shopolf General |

William and Cindy Shopoff are the sole trustees of The Shopoff Revocable Trust dated August 12, 2004.

The Shopoff Corporation is the general partner and controlling entity of Shopoff Investors, L.P. The
Shopoff Revocable Trust dated August 12, 2004 is the sole shareholder of The Shopoff Corporation.




As of the commencement of this offering, the 21,100 shares owned by The Shopoff Group represented
100% of our outstanding shares. We expect that these 21,100 shares will represent a significantly lower per-
centage of our outstanding shares once we begin selling shares in this offering. Specifically, These shares
represented approximately 1% of our outstanding shares at the minimum offering amount and approximately
0.1% of our outstanding shares at the maximum offering amount. As of the commencement of this offering,
our wholly owned subsidiary, Shopoff General Partner, LLC, owned a 1% general partnership interest in
Shopoff Partners resulting from a capital contribution of $100, and we and Shopoff Advisors owned a 98%
and a 1%, respectively, limited partnership interest in Shopoff Partners resulting from a $9,800 capital contri-
bution and a $100 capital contribution, respectively. We intend to own substantially all of our assets and
conduct our operations through Shopoft Partners.

Our Management

Our board of directors supervises and evaluates the performance of Shopoff Advisors, and is also respon-
sible for certain other matters set forth in our charter. We have a classified board consisting of nine members
on our board of directors. Five of our board seats are reserved for directors who are independent of us,
Shopoff Advisors and The Shopoff Group. Our stockholders will elect each class of directors annually.

Description of Real Estate and Real Estate-Related Investments

We intend to focus on undeveloped real estate assets, however, we may use a portion of the net proceeds
from this offering to occasionally purchase improved properties or interests in them or to purchase securities
in firms engaged in real estate activities and/or other real estate-related securities. We may acquire real estate
or make real estate-related investments either alone or jointly with another party. Our real estate-related
investments could include investments in mortgages secured by real property or loans made to real estate
companies secured by a pledge of securities. In addition, real estate-related investments could be in the securi-
ties of a company involved in real estate investing. We may borrow money to acquire properties and
securities, pay related fees and for other purposes, but the aggregate amount of this financing generally will
not exceed 100% of the aggregate value of our real estate assets (other than intangibles) at cost before deduct-
ing depreciation or other non-cash reserves less total liabilities, calculated at least quarterly on a basis
consistently applied. The investment committee of our advisor will monitor our investments to ensure compli-
ance with the Investment Company Act, which may require Shopoff Advisors to impose limitations on our
investment activities including limiting the percentage of our assets that fall into certain categories specified in
the Investment Company Act. Our articles of incorporation contain other limitations on the types of invest-
ments we may make. See the “Risk Factors — Risks Associated With Our Organizational Structure — Your
investment return may be reduced if we are required to register as an investment company under the Invest-
ment Company Act” section of this prospectus for additional information.

The recent focus of our acquisitions has been on distressed or opportunistic property offerings. The
current real estate market has generated a supply of real estate projects that are all partially or completely
developed versus vacant, undeveloped land. This changes the focus of our acquisitions to enhancing the value
of real property through redesign and engineering refinements and removes much of the entitlement risk that
we expected to undertake. Although acquiring distressed assets at greatly reduced prices from the peaks of
2005 — 2006 does not guaranty us success, we believe that it does allow us the opportunity to acquire more
assets than previously contemplated.

We may incur indebtedness of up to 100% of our aggregate asset value as of the date of any borrowing.
Our board of directors must review, at least quarterly, our aggregate borrowing. Our charter provides that our
independent directors must approve any borrowing in excess of 100% of the aggregate value of our real estate
assets and the justification for such excess borrowing must be disclosed to our stockholders in our next quar-
terly report. We currently have not established any financing sources for such borrowings. See the
“Investment Objectives and Criteria — Our Policies With Respect to Borrowing™ section of this prospectus
for a more detailed discussion of our borrowing policies.




Investment Objectives

Our investment objectives are:
*  to preserve, protect and return your capital contribution;

e to realize growth in the market value of our properties upon our ultimate sale of such properties; and
to provide you with liquidity for your investment by listing the shares on a national securities
exchange by August 29, 2017 or, if our shares are not listed prior to that date, by submitting for a
vote of our stockholders a proposal to liquidate our assets and, following the satisfaction of our
liabilities, distribute the remaining proceeds as set forth in this prospectus under ‘“Agreement of
Limited Partnership — Distributions.”

We may change these investment objectives without a vote of our stockholders.

Plan of Distribution

We are offering the first 2,000,000 shares of our common stock at an offering price of $9.50 for a total
amount of $19,000,000. Once 2,000,000 shares are sold, the offering price will increase to $10.00 per share
until the remaining 18,100,000 shares of common stock are sold and a total of $200,000,000 has been raised.
Prior to the time we sold the minimum offering amount of 1,700,000 shares, or $16,150,000, all subscription
proceeds were placed in an account held by our escrow agent, Wells Fargo Bank, N.A., and were held in trust
for the benefit of the subscribers. Interest earned on the escrow account was retained by us once the minimum
offering was reached. Shares purchased by our executive officers and directors, our broker-dealer and by The
Shopoff Group, Shopoff Advisors or affiliates did not count toward the sale of the minimum number of shares
required to be sold in this offering. We hold your investment proceeds in our account until we withdraw funds
for investment or the payment of fees and expenses. We intend to admit stockholders periodically as subscrip-
tions for shares are received, but not less frequently than monthly. This offering will terminate on or before
August 29, 2010.

Prior Investment Programs

Our sponsor, The Shopoft Group, and its affiliates have previously offered interests in limited partnerships
for strategic real estate investments. The Shopoff Group has provided venture capital, equity and mezzanine
debt in 125 transactions in the past ten years to support the acquisition and entitlements or development of
more than 5,000 residential lots, acquisition of over 5,000 multi-family units, and more than 1 million square
feet of commercial real estate projects with an aggregate completed market value in excess of $500 million.
Of these 125 transactions, 82 involved real estate for which The Shopoff Group has obtained entitlements and
43 involved real estate for which the entitlement process is in progress. The Shopoff Group focuses on identi-
fying undervalued or mismanaged assets and taking an active role in adding value in order to maximize equity
returns to its investors. Prior projects include (a) residential land investment, consisting of the acquisition and
entitlement of land into residential and master-planned communities which are held for investment, and
(b) income properties, consisting of residential, commercial, retail and industrial interests that create revenue
by generating any operating cash flow during the course of ownership and capital gains upon sale, as well as
offering tax advantages. The “Prior Performance Summary” of this prospectus includes a discussion of prior
programs sponsored to date by The Shopoft Group. Certain financial data relating to The Shopoff Group’s
prior real estate programs is also provided in the “Prior Performance Tables” in Exhibit B to this prospectus.
The prior performance of The Shopoff Group’s previous real estate programs may not be indicative of our
ultimate performance and, thus, you should not assume that you will necessarily experience financial perfor-
mance and returns comparable to those experienced by investors in The Shopoff Group’s prior programs. You
may experience a small return or no return on, or may lose some or all of, your investment in our shares.
Please see the “Risk Factors — Risks Related to Our Business — Our investments may differ from prior
programs sponsored by The Shopoff Group, and therefore the past performance of those programs may not be
indicative of our future results section of this prospectus for additional information.




Distribution Policy

In order to qualify as a REIT, we are required to distribute at least 90% of our annual taxable income to
our stockholders. As of the date of this prospectus, we own six real estate properties, and have made three
real estate-related investments, one of which we still own. Consistent with our investment policy, we will
acquire and hold undeveloped real estate assets as a long-term investment and will not realize any income
from these properties until they are sold. Accordingly, we cannot predict when, if ever, we will generate any
income or income sufficient to pay cash dividends to our stockholders. The amount of any cash dividends will
be determined by our board of directors and will depend on the amount of distributable funds, current and
projected cash requirements, tax considerations, any limitations imposed by the terms of indebtedness we may
incur and other factors. If and when our investments produce operating cash flow, we expect to pay dividends
to you on a periodic basis as determined by our board of directors. Because our cash available for distribution
in any year may be less than 90% of our taxable income for the year, we may be required to borrow money,
use proceeds from the issuance of securities and/or sell assets to pay out enough of our taxable income to
satisfy the distribution requirement.

Generally, dividends that you receive will be taxed as ordinary income to the extent they are from current
or accumulated earnings and profits. To the extent that we make a distribution in excess of our current and
accumulated earnings and profits, the distribution will be treated first as a tax-free return of capital, reducing
the tax basis in your shares, and the amount of each distribution in excess of your tax basis in your shares
will be taxable as a gain realized from the sale of your shares. If you receive a distribution in excess of our
current and accumulated earnings and profits, upon the sale of your shares you may realize a higher taxable
gain or a smaller loss because the reduced basis of the shares will be used for purposes of computing the
amount of the gain or loss. In addition, individual investors will be subject to tax at capital gains rates on
distributions made by us that we designate as ‘“‘capital gain dividends.” However, because each investor’s tax
considerations are different, we suggest that you consult with your tax advisor. Please see the ‘‘Federal
Income Tax Considerations” section of the prospectus for additional information.

Listing

Our shares of common stock are not currently listed on a national securities exchange. We do not expect
our shares to become listed in the near future, and they may not become listed at all. Under our charter, we
will submit for a vote of our stockholders a proposal to terminate and dissolve after August 29, 2017, unless
the shares of our common stock, including the shares offered by this prospectus, are listed on a national
securities exchange by that date. If the shares are listed, we will automatically become a perpetual life entity.
If the shares of our common stock are not listed by August 29, 2017, following an affirmative vote of our
stockholders, we will commence with the liquidation of our assets and, following the satisfaction of our
liabilities, we will distribute any remaining proceeds to our stockholders in accordance with the section of this
prospectus entitled “Agreement of Limited Partnership — Distributions.”

ERISA Considerations

The section of this prospectus entitled “ERISA Considerations” describes the effect the purchase of
shares will have on individual retirement accounts, which we refer to as IRAs, and retirement and welfare
plans subject to ERISA. Any plan trustee or individual considering purchasing shares for a retirement or
welfare plan or for an IRA should read that section of this prospectus very carefully.

Restrictions on Share Ownership

Our charter contains restrictions on ownership of the shares that prevent any individual or entity from
acquiring beneficial ownership of more than 9.8% of our outstanding shares. See the “Description of Capital
Stock — Restrictions on Ownership and Transfer” section of this prospectus for further explanation of the
restrictions on ownership of our shares.




RISK FACTORS

Investment in our common stock involves a high degree of risk. You should carefully consider the risks
described below, together with all of the other information included in this prospectus, before you decide to
purchase our shares of common stock. We encourage you to keep these risks in mind when you read this
prospectus and evaluate an investment in us. The risks and uncertainties described below are not the only
ones we face. Additional risks and uncertainties not currently known to us or that we currently deem immate-
rial may also adversely affect our business, financial condition and operating results. If any of the following
risks, or any other risks not described below actually occur, our results of operations and ability to pay
dividends would likely suffer materially or could be eliminated entirely. As a result, the value of our shares of
common stock may decline, and you could lose all or part of the money you paid to buy our shares of com-
mon stock.

Risks Related to the Current Economic Crisis

The U.S. is in the midst of a severe global economic crisis and, as a result, the federal government has
taken emergency measures in the form of executive orders, legislation, rules, regulations, and various
other initiatives in an attempt to stabilize the U.S. and global economies. If the actions of the

U.S. government, including the U.S. Treasury Department, the Federal Reserve and other
governmental and regulatory bodies, do not have their desired effect, our business may be adversely
impacted.

In an effort to address the liquidity and credit crisis that followed the sub-prime mortgage market melt-
down which began in late 2007, the Emergency Economic Stabilization Act of 2008, or EESA, was signed
into law on October 3, 2008. The EESA provided the U.S. Secretary of the Treasury with up to $700 billion
and the authority to establish a Troubled Asset Relief Program, or TARP, in an effort to restore liquidity and
stability to the financial system of the U.S. Then, on February 17, 2009, the American Recovery and Reinvest-
ment Act of 2009 (““ARRA”) was signed into law as a sweeping economic recovery package intended to
stimulate the economy and provide for broad infrastructure, energy, health, and education needs. This legisla-
tion was followed by the U.S. President’s Homeowner Affordability and Stability Plan announced on
February 18, 2009 to address the crisis in the mortgage market which has had ripple effects in other parts of
the credit markets. There can be no assurance as to the actual impact that EESA and ARRA, and their pro-
grams, including the TARP, or the Homeowner Stability and Affordability Plan, will have on the national
economy or financial markets. The failure of these significant legislative and executive measures to help
stabilize the financial markets and a continuation or worsening of current financial market conditions could
materially and adversely affect our business, financial condition, results of operations, access to credit or the
price of our stock.

Depressed real estate prices in the markets in which we intend to acquire the majority of our
properties may adversely impact our business.

The severe economic downturn has disproportionately impacted real estates prices in the states of
California, Arizona and Nevada where we intend to acquire the majority of our real estate assets. While the
depressed real estate prices and excess inventories resulting from this downturn may represent greater opportu-
nities for us to acquire real estate assets at a reduced cost compared to historical values, it may also mean that
we may have to hold our real estate assets and real estate-related investments for a longer period of time or
sell or otherwise dispose of our real estate assets and real estate-related investments at a loss, in order to
attain our investment objectives, both long and short term, which may adversely affect our net income, capital
and business, generally, as well as your investment.

Difficult conditions in the financial markets and the economy generally may make it more difficult for
us to raise the capital we need to successfully implement our business plan.

The capital and credit markets have been experiencing extreme volatility and disruption for more than
thirty months. In the past six months, the volatility and disruption have begun to subside and we are begin-
ning to see signs of stabilization and recovery in the housing and stock markets. We anticipate however, that
bank failures and foreclosures will continue to occur in 2010 and beyond adding an element of uncertainty



and concern in the financial markets and the economy in general. Disruptions, uncertainty or volatility in the
capital and credit markets may limit our access to the capital we need to grow our business and successfully
implement our business plan. As of March 29, 2010, we raised approximately $18 million of the $200 million
maximum offering amount. The current expiration date of the offering is August 29, 2010. If we are unable to
raise substantially more capital than the amount we have raised to date, we will have limited diversification in
terms of the number of investments owned, the geographic regions in which our investments are located, and
the types of investments we may make. Your investment in our shares will be subject to greater risk to the
extent that we lack a diversified portfolio of investments. In such event, the likelihood of our profitability
being significantly affected by the performance of any one of our investments will increase.

Risks Related to Our Business

We and Shopoff Advisors are relatively new companies with limited operating histories, and we may
not be able to operate successfully.

We and Shopoff Advisors were formed within the past four years and solely in connection with our
public offering. Accordingly we have limited operating histories. You should not rely upon the past perfor-
mance of other real estate investment programs sponsored by The Shopoff Group to predict our future results.
Additionally, ours is the only public company that our officers, Shopoff Advisors, our other affiliates or their
respective employees have operated and is the only entity we have operated which has elected to be taxed as
a REIT. You should consider our prospects in light of the risks, uncertainties and difficulties frequently
encountered by companies that are, like us, in their early stages as an active company. To be successful, we
must, among other things:

e identify and acquire investments that further our investment strategies;
e increase awareness of the Shopoff name within the investment products market;
e attract, integrate, motivate and retain qualified personnel to manage our day-to-day operations;

e respond to competition for our targeted real estate properties and other real estate-related invest-
ments as well as for potential investors in our shares; and

e Dbuild and expand our operations structure to support our business.

Our failure, or Shopoff Advisors’ failure, to operate successfully or profitably could have a material
adverse effect on our ability to generate operating cash flow to make distributions to our stockholders and
could cause you to lose all or a portion of your investment in our shares of common stock.

As of December 31, 2009, we had raised $17,832,450 in common stock sales including shares issued to
our Sponsor. We have invested a majority of these funds thereby significantly reducing funds available
for operations. Unless we can generate additional cash flow, we may not be able to meet our liquidity
requirements successfully.

We intend to create cash flow from proceeds of pending and future common stock sales, sales of existing
Company assets, securing appropriate longer-term debt, or funding via joint venture relationships with real
estate private equity firms and hedge funds that have an interest in our investment space, although we cannot
predict our level of success or timing from these endeavors at this time. These conditions raise concerns about
our ability to continue to meet our liquidity requirements for the foreseeable future. Management believes that
(1) there has been a recent shift in the investment attitude from potential investors from a capital preservation
to a long-term capital appreciation mentality which will result in an increase in sales of our common stock as
compared to results for the twelve months ended December 31, 2009, (ii) sales of Company assets as an
alternative funding source is viable as we recently closed on the sale of a Company asset to a third-party for a
purchase price 243% higher than the purchase price originally paid by us, and we are currently evaluating a
third-party offer to us to purchase an existing Company asset at a purchase price that is 142% higher than the
purchase price originally paid by us, (iii) lending sources for land assets have recently become more available
although the cost of funds could be prohibitive in nature, and (iv) a recapitalization of us whereby a third-
party capital source would take partial ownership of existing Company assets in a joint venture arrangement in
exchange for cash, is possible as at least one real estate private equity firm has expressed an interest in taking



a partial ownership position with existing Company assets. As a result of (i), (ii), (iii), and (iv) above, we
believe we will have sufficient funds for the operation of the Company for the foreseeable future. If (i), (ii),
(iii), and (iv) discussed above do not happen, we may need to consider alternative solutions or we may need
to cease operations.

Management was successful in extending each of two secured promissory notes for one year in exchange
for a principal pay down at the initial maturity dates of at least $500,000 for each secured promissory note
and an increase in the existing interest rate for each secured promissory note of two percent. These two
secured promissory notes both had initial maturity dates in 2010 and had an aggregate principal balance of
$4,900,000, $2,000,000 for one secured promissory note and $2,900,000 for the second secured promissory
note. As of the date of this prospectus, the $2,900,000 secured promissory note has been partially paid down
and has a current principal balance of $1,908,416.

Our investments may differ from prior programs sponsored by The Shopoff Group, and therefore the
past performance of those programs may not be indicative of our future results.

The past performance of investment programs sponsored by The Shopoff Group may not be indicative of
our future results, and we may not be able to successfully implement and operate our business, which is
different in a number of respects from the operations of those programs. The returns to our stockholders will
depend in part on the mix of product in which we invest, the stage of investment and our place in the capital
structure for our investments. Our portfolio may or may not mirror in any way the portfolios of the prior
programs sponsored by The Shopoff Group, and accordingly returns to our stockholders will vary from those
generated by such programs. While The Shopoff Group has experience in managing real estate portfolios,
none of The Shopoff Group, Shopoff Advisors, or any of their affiliates have experience in operating a REIT
or a publicly- offered investment program. As a result of all these factors, you should not assume that you will
experience returns, if any, comparable to those experienced by investors in the prior programs sponsored by
The Shopoff Group and its affiliates.

Payment of fees, distributions and expense reimbursements to Shopoff Advisors and its affiliates will
reduce cash available for investment and for distribution to our stockholders.

Shopoft Advisors and its affiliates perform services for us in connection with the offer and sale of our
shares, the management of our investments, and administrative and other services. Shopoff Advisors is paid
acquisition and advisory fees, an asset management fee and a disposition fee, as determined by our board of
directors, for these services pursuant to the advisory agreement between us and Shopoff Advisors. In addition,
distributions may be payable to Shopoff Advisors pursuant to the subordinated participation interest it holds in
Shopoff Partners upon a distribution of distributable cash to our stockholders, the listing of our shares or the
termination of Shopoff Advisors as our advisor. In addition, Shopoff Advisors and its affiliates provides
administrative services to us for which it is reimbursed at cost. These fees, distributions and expense reim-
bursements are substantial and reduce the amount of cash available for investment and distribution to our
stockholders.

We may suffer from delays in locating suitable investments, which could reduce our ability to make
distributions to our stockholders and reduce the return on your investment.

We rely on the investment committee of Shopoff Advisors to identify and negotiate the terms of acquisi-
tions of real estate and real estate-related investments we make. There can be no assurance that the investment
committee of Shopoft Advisors will be able to continue to identify or negotiate acceptable terms for the
acquisition of, or make real estate-related investments with respect to, real estate that meets our investment
criteria, or that we will be able to acquire such real estate or make such real estate-related investments on
terms favorable to us or at all. Any delays we encounter in identifying and negotiating acquisitions of real
estate and real estate-related investments could reduce your returns and our ability to make distributions to our
stockholders.

We will acquire, entitle and hold properties as long-term investments. Accordingly, you may not realize
a return on your investment for years, if at all.

Our business strategy is primarily to acquire, entitle and hold vacant undeveloped real estate. While we
may on occasion invest in properties that produce any operating income, the majority of our properties will



not produce income and, accordingly, distributions to stockholders are expected to be made at the time when
our undeveloped properties are sold or refinanced. The entitlement process may take two or more years and
we may continue to hold the property after the entitlements are completed, depending upon market conditions.
Accordingly, it will be a period of years before you earn any return on your investment, if at all.

We may not have sufficient funds to pay dividends prior to the sale of properties we acquire.

Our directors will determine the amount and timing of cash dividends to our stockholders based on many
factors, including the amount of funds available for distribution, our financial condition, requirements we must
meet to qualify to be taxed as a REIT, whether to reinvest or distribute such funds, capital expenditure and
reserve requirements and general operational requirements. The amount of funds available for distribution will
be affected by (i) our ability to identify and make real estate or real estate-related investments as net offering
proceeds become available, (ii) the amount of the returns upon the sale of those real estate or real estate-
related investments we make, and (iii) our operating expense levels, as well as many other variables. We
cannot predict how long it may take to identify and to raise sufficient net proceeds to acquire real estate or
real estate-related investments. We may never have sufficient funds to allow us to pay dividends or to meet
other financial obligations and, if we do pay dividends, we may not be able to maintain or increase such
dividends.

We are uncertain of our sources of debt and/or equity financing to fund future capital needs. If we are
not able to locate sources of funding, our ability to make necessary capital improvements to our
properties may be impaired or delayed.

The proceeds of the offering are used to buy real estate, make real estate-related investments and pay
various fees and expenses. In addition, to maintain our REIT status, we generally must distribute to our stock-
holders at least 90% of our taxable income each year, excluding capital gains. Because of this distribution
requirement, it is not likely that we will be able to fund a significant portion of our future capital needs from
retained earnings. We have not identified any sources of debt or equity for future funding, and we cannot
assure you that such sources of funding will be available to us on favorable terms or at all. If we do not have
access to sufficient funding in the future, we may not be able to make necessary capital improvements to our
properties, pay other expenses or expand our business.

We depend on key personnel, the loss of any of whom could be detrimental to our business.

Our success depends to a significant degree upon the continued contributions of certain key personnel,
including William A. Shopoff, Edward Fitzpatrick, Kevin Bridges and Tim McSunas, each of whom would be
difficult to replace. None of our key personnel are currently subject to employment agreements with us.
Although we intend to purchase key man life insurance to cover transition and replacement costs for our key
executive officers, if any of our key personnel were to cease employment with us, our operating results could
suffer. We also believe that our future success depends, in large part, upon our ability, and the ability of
Shopoff Advisors, to attract and retain highly skilled managerial, operational and marketing personnel. Com-
petition for such personnel is intense, and we cannot assure you that we or Shopoff Advisors will be
successful in attracting and retaining such personnel.

Our success is dependent on the performance of Shopoff Advisors as well as key employees of Shopoff
Adpvisors.

Our ability to achieve our investment objectives and to pay dividends is dependent upon the performance
of Shopoff Advisors and its key employees in the management of our investments and operation of our day-
to-day activities. You will have no opportunity to evaluate the terms of transactions or other economic or
financial data concerning our investments that are not described in this prospectus. We rely entirely on the
management ability of Shopoff Advisors, subject to the oversight of our board of directors. Shopoff Advisors
is not required to provide any specific or dedicated personnel to managing our business, nor is it required to
dedicate any specific amount of time to our business. If Shopoff Advisors suffers or is distracted by adverse
financial or operational problems in connection with its operations unrelated to us, Shopoff Advisors may be
unable to allocate time and/or resources to our operations. If Shopoff Advisors is unable to allocate sufficient
resources to oversee and perform our operations for any reason, we may be unable to achieve our investment
objectives or to pay dividends to our stockholders.
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Terrorist attacks and other acts of violence or war may affect the markets in which we operate, our
operations and our profitability.

Terrorist attacks may negatively affect our operations and your investment in our shares. We cannot
assure you that there will not be further terrorist attacks against the United States or United States businesses.
These attacks or armed conflicts may directly impact the value of our properties through damage, destruction,
loss and/or increased security costs. Risks associated with potential acts of terrorism could sharply increase
the premiums we pay for insurance coverage against property and casualty claims. We do not intend to obtain
insurance that specifically covers against losses arising from terrorism unless required by our lenders. As a
result, we may suffer uninsured losses as a result of terrorism, or in cases where we are required to obtain
terrorism insurance, such insurance may not be sufficient to cover loss for damages to our properties as a
result of terrorist attacks.

More generally, terrorist attacks, war or political instability could result in increased volatility in, or
damage to, the United States and worldwide financial markets and economy, which could have a material
adverse effect on our operating results and financial condition, as well as our ability to pay dividends to our
stockholders.

Our results of operations, our ability to pay distributions to our stockholders and our ability to dispose
of our investments are subject to general economic and regulatory factors we cannot control or
predict.

Our results of operations are subject to the risks of a national economic slowdown or disruption, other
changes in national or local economic conditions and changes in tax, real estate, environmental or zoning
laws. The following factors may affect income from our real estate and real estate-related investments, our
ability to dispose of real estate and real estate-related investments, and yields from our real estate and real
estate-related investments:

e Increases in supply of competing properties and/or decreases in demand for our properties may
impact our results;

e Changes in interest rates and availability of debt financing could render the sale of properties diffi-
cult or unattractive;

e Increased insurance premiums, real estate taxes or energy or other expenses may reduce funds
available for distribution.

Some or all of the foregoing factors may affect the returns we receive from our investments, our results
of operations, our ability to pay dividends to our stockholders and/or our ability to dispose of our investments.

Risks Related to an Investment in Our Common Stock

There is currently no public market for our shares of common stock. Therefore, it will likely be
difficult for you to sell your shares and, if you are able to sell your shares, you may have to sell them
at a substantial discount from the price you paid.

There currently is no public market for our shares of common stock. We do not expect a public market
for our stock to develop prior to the listing of our shares on a national securities exchange, which we do not
expect to occur in the near future and which may not occur at all. Additionally, our charter contains restric-
tions on the ownership and transfer of our shares, and these restrictions may inhibit your ability to sell your
shares. If you are able to sell your shares, you may only be able to sell them at a substantial discount from
the price you paid. This may be the result, in part, of the fact that, at the time we make our investments,
available funds will be reduced to pay organizational and offering expenses and acquisition and advisory fees
and expenses. Unless our aggregate investments increase in value to compensate for these up front fees and
expenses, which may not occur, it is unlikely that you will be able to sell your shares without incurring a
substantial loss. We cannot assure you that your shares will ever appreciate in value to equal the price you
paid for your shares. Thus, prospective stockholders should consider the purchase of our shares of common
stock as an illiquid and long-term investment. You must be prepared to hold your shares for an indefinite
length of time.

11



Our ability to successfully conduct our offering is dependent in part on the ability of Shopoff
Securities, a newly-formed entity, to successfully sell our shares in the offering.

Shopoff Securities acts as the broker in our offering. Shopoff Securities was formed on September 14,
2006 by William A. Shopoff. The Shopoff Revocable Trust dated August 12, 2004 is the sole stockholder of
Shopoff Securities. This is the first public offering conducted by Shopoft Securities. The success of our offer-
ing, and correspondingly our ability to implement our business strategy, is dependent on the ability of Shopoff
Securities to sell interests in us to prospective investors. If Shopoff Securities fails in its sales performance,
we may not be able to raise adequate proceeds through our offering to implement our investment strategy. If
we are unsuccessful in implementing our investment strategy, you could lose all or a part of your investment.

Investors in the offering will be unable to evaluate the manner in which the net proceeds are invested
and the economic merits of projects prior to investment.

Investors in the offering will not have the opportunity to evaluate the transaction terms or other financial
or operational data concerning our real estate and real estate-related investments. You must rely on the invest-
ment committee of Shopoff Advisors to evaluate our investment opportunities, and the investment committee
of Shopoff Advisors may not be able to achieve our investment objectives, may make unwise decisions or
may make decisions that are not in our best interest because of conflicts of interest. Further, we cannot assure
you that acquisitions of real estate or real estate-related investments made using the net proceeds of our
offering will produce a return on our investment or will generate any operating cash flow to enable us to make
distributions to our stockholders.

Because our broker-dealer, Shopoff Securities, is our affiliate, there will be little or no independent
“due diligence” review of us.

Our broker-dealer may be subject to a conflict of interest, which may arise out of its participation in our
offering and its affiliation with Mr. Shopoff in performing independent “‘due diligence” with respect to us.
There has not been any review of our structure, formation or operations performed by our broker-dealer.
Because the broker-dealer is our affiliate, any review conducted cannot be considered to represent an indepen-
dent review, and such review may not be as meaningful as a review conducted by an unaffiliated
broker-dealer. Therefore, our offering will not necessarily have the independent review typically conducted by
an underwriter or managing broker-dealer.

Because this is a “best efforts” offering, Shopoff Securities is only required to use its best efforts to
sell our shares. If we are unable to raise substantial funds in our offering, we will be limited in the
number and type of investments we may make, which will result in a less diversified portfolio.

Our offering is being made on a “best efforts” basis, whereby Shopoff Securities is only required to use
its best efforts to sell our shares and has no firm commitment or obligation to purchase any of our shares. As
a result, we cannot assure you as to the amount of proceeds that will be raised in our offering. If we are
unable to raise substantially more than the minimum offering amount, we will have limited diversification in
terms of the number of investments owned, the geographic regions in which our investments are located and
the types of investments that we make. Your investment in our shares will be subject to greater risk to the
extent that we lack a diversified portfolio of investments. In such event, the likelihood of our profitability
being significantly affected by the performance of any one of our investments will increase. In addition, if we
are unable to raise substantially more than the minimum offering amount, the value of your shares could
decline, because the payment of fees and expenses to Shopoff Advisors and its affiliates, and the operating
expenses of the REIT will absorb a greater percentage of the aggregate amount of funds raised, resulting in a
lower amount of funds remaining for investment in real estate.

Investors in our offering who purchase a portion of the 2,000,000 shares offered at $9.50 per share
experience immediate dilution as a result of the grant of restricted stock to our directors and executive
officers when the minimum offering amount was sold. Investors in our offering who purchase a
portion of the remaining 18,100,000 shares at $10.00 per share may experience dilution if the value of
our net assets is less than $10.00 at the time of their respective purchases.

Prior to the commencement of our offering, The Shopoff Group purchased 21,100 shares at $9.50 per
share constituting our initial capitalization. In addition, our directors and executive officers were granted a
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total of 173,750 shares (5,000 of which were returned to us upon the resignation of one of our directors, but
which were reissued to Kerry Vandell upon his appointment to our board) of restricted stock at the time our
minimum offering of 1,700,000 shares was sold. Moreover, under the terms of the offering, 300,000 shares, in
addition to the 1,700,000 shares comprising the minimum offering, will also be sold at $9.50 per share for a
total of 2,000,000 shares sold at $9.50 per share. As of the date of this prospectus, we had not yet sold all of
our shares offered at $9.50 per share. The last 18,100,000 shares offered will be sold at $10.00 per share.
Consequently, investors who purchased shares in our offering at the purchase price of $9.50 experienced
immediate dilution due to the restricted stock that was granted to our officers and directors upon sale of the
minimum offering amount. Investors who purchase shares at the purchase price of $10.00 per share will
experience immediate dilution due to both the prior restricted stock grants and sales of our stock at the
$9.50 per share offering price, unless at the time of such purchase, due to appreciation in the value of our
assets, our net asset value is equal to or greater than $10.00 per share. Otherwise stated, upon the sale of the
initial 2,000,000 shares at $9.50 per share, investors who paid $9.50 per share will have contributed approxi-
mately 99% of the funds to conduct our operations, but will only own approximately 91.1% of our common
stock due to the prior stock grants. This represents an immediate dilution of $1.77 per share. On the other
hand, assuming the maximum of 20,100,000 shares are sold at the same time as the minimum offering was
reached, investors who paid $9.50 per share would have contributed approximately 9.5% of the funds to
conduct our operations, but would own approximately 9.9% of the common stock and investors who paid
$10.00 per share would have contributed approximately 90.4% of the funds to conduct our operations, but
would only own approximately 89.2% of our common stock due to the prior stock grants and the prior sales
at $9.50 per share. This represents an immediate dilution of $0.37 per share, based upon a weighted average
per share price of $9.50 for 2,000,000 shares and $10.00 for 18,100,000 shares and assumes the sale of all
20,100,000 shares.

Because we will continue to sell shares at a fixed price during the course of our offering and, at the
same time, will be acquiring real estate and real estate-related assets with the proceeds of the offering,
shares purchased after completion of the minimum offering will experience dilution to the extent that
future shares are issued when and if the value of our underlying net assets exceeds the price you paid
for your shares in the offering.

Under the terms of our offering, we will sell shares of our common stock at an initial fixed price of
$9.50 per share for the first 2,000,000 shares and $10.00 per share thereafter. We will continue selling shares
at $10.00 per share for a period of three years following the effective date of the offering or until the maxi-
mum offering is sold. In any case, our offering will end on August 29, 2010. During such time, we have and
will continue to acquire real estate or real estate-related assets. Any future issuances of our shares will have a
dilutive effect on the earlier purchasers of our common stock to the extent that at the time of such future
issuances, the value of our underlying net assets exceeds the price they paid for their shares.

Because we established the offering price on an arbitrary basis, it may not be indicative of the price at
which our shares would trade if they were actively traded.

Our board of directors has arbitrarily determined the selling price of the shares and such price bears no
relationship to our book or asset values, or to any other established criteria for valuing issued or outstanding
shares. Our offering price may not be indicative of the price at which our shares would trade if they were
listed on an exchange or inter-dealer quotation system or actively traded by brokers or of the proceeds that a
stockholder would receive if we were liquidated or dissolved.

The board of directors has significant discretion to modify or expand our investment objectives and
policies without shareholder approval.

Subject to the limitations in our charter, our bylaws and the Maryland General Corporation Law, or
MGCL, our powers will be exercised by or under the authority of, and our business and affairs will be con-
trolled by, the board of directors. The board of directors has the right and power to establish policies
concerning our investments and the right, power and obligation to monitor our procedures, investment opera-
tions and performance.

13



In general, our charter can be amended if approved by the affirmative vote of a majority of the outstand-
ing shares of our common stock, but the board of directors has the exclusive power to amend or repeal the
bylaws and to make new bylaws.

Within the express restrictions and prohibitions of our bylaws, our charter and applicable law, the board
of directors has significant discretion to modify our investment objectives and policies, as stated in this pro-
spectus. We have no present intention to modify any of our investment objectives and policies, and it is
anticipated that any modification would occur only if business and economic factors affecting us made our
stated investment objectives and policies unworkable or imprudent.

Thus, while the prospectus distributed in connection with our initial public offering accurately and fully
discloses our current investment objectives and policies, prospective stockholders must be aware that the
board of directors, acting consistently with our organizational documents, applicable law and their fiduciary
obligations, may elect to modify or expand our objectives and policies from time to time. Any action by the
board of directors would be based upon the best interests of our stockholders. Our stockholders will have no
voting rights with respect to implementing our investment objectives and policies, all of which are the respon-
sibility of our board of directors and the investment committee of Shopoff Advisors and may be changed at
any time.

Some states’ securities laws may limit secondary trading of our common stock, which may restrict the
states in which you can sell the shares we are offering.

Our shares are not registered in all states and U.S. territories. If you purchase shares of our common
stock, you may not be able to resell the shares in certain states and U.S. territories unless and until the shares
of our common stock are registered under the applicable securities laws of the jurisdiction or there is confir-
mation that an exemption from registration is available for secondary trading in such jurisdiction. There can
be no assurance that we will be successful in registering or qualifying our common stock in all states and
U.S. territories, or in identifying an available exemption for secondary trading in our common stock in all
states and U.S. territories. If we fail to register or qualify, or to obtain or verify an exemption for the second-
ary trading of, our common stock in any particular jurisdiction, the shares of common stock could not be
offered or sold to, or purchased by, a resident of that jurisdiction. In addition, resales of shares registered
under the securities laws of the State of California are subject to the approval of the California Commissioner
of Corporations, subject to certain exceptions.

Risks Related to Investments in Real Estate

Uncertainties in the entitlement process may result in increased costs and risks of ownership of the
properties.

We will invest a substantial portion of the proceeds available for investment in undeveloped real estate
and in the entitlement of such real estate. For those properties, we will be subject to risks relating to uncer-
tainties associated with entitlements, environmental risks, and other mandates/concerns of governmental
entities and/or community groups and our ability to control entitlement costs and/or to develop the land in
conformity with plans, specifications and timetables. While we generally expect at least a 2-year entitlement
process for the undeveloped real estate properties we acquire, delays in completion of the entitlement process
beyond the expected time period could result in increased costs of a project and/or loss of our investment.
Furthermore, we must rely upon projections of expenses and estimates of the fair market value of property
upon completion of the entitlement process when determining a price to be paid for the property at the time of
its acquisition. If our projections are inaccurate, we may pay too much for a property, and our return on our
investment could suffer.

Uncertain market conditions relating to the future disposition of properties could cause us to sell our
properties at a loss in the future.

We intend to hold our real estate and real estate-related investments until such time as Shopoff Advisors
determines that a sale or other disposition appears to be advantageous to achieve our investment objectives.
Shopoff Advisors, subject to the oversight of our board of directors, may exercise its discretion as to whether
and when to sell a property, and we will have no obligation to sell properties at any particular time, except
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upon our liquidation if we do not list the shares by August 29, 2017. We generally intend to hold properties
for an extended period of time, and we cannot predict with any certainty the various market conditions affect-
ing real estate investments that will exist at any particular time in the future. Because of the uncertainty of
market conditions that may affect the future disposition of our properties, we cannot assure you that we will
be able to sell our properties at a profit in the future. Additionally, we may incur prepayment penalties in the
event we sell a property subject to a mortgage earlier than we had planned. Accordingly, the extent to which
you will receive cash distributions and realize potential appreciation on our real estate investments will,
among other things, be dependent upon fluctuating unpredictable market conditions.

We face possible liability for environmental cleanup costs and damages for contamination related to
properties we acquire, which could substantially increase our costs and reduce our liquidity and cash
distributions to stockholders.

Because we intend to own undeveloped real estate, partially improved and improved residential and
commercial properties, and real estate-related investments, we will be subject to various federal, state and
local environmental laws, ordinances and regulations. Under these laws, ordinances and regulations, a current
or previous owner or operator of real estate may be liable for the cost of remediation of hazardous or toxic
substances on, under or in such property. The costs of remediation could be substantial. Such laws often
impose liability whether or not the owner or operator knew of, or was responsible for, the presence of such
hazardous or toxic substances. Environmental laws also may impose restrictions on the manner in which
property may be used or businesses may be operated, and these restrictions may require substantial expendi-
tures. Environmental laws provide for sanctions in the event of noncompliance and may be enforced by
governmental agencies or, in certain circumstances, by private parties. Certain environmental laws and com-
mon law principles could be used to impose liability for release of and exposure to hazardous substances,
including asbestos-containing materials into the air, and third parties may seek recovery from owners or
operators of real estate for personal injury and/or property damage associated with exposure to released
hazardous substances. In addition, new or more stringent laws and/or stricter interpretations of existing laws
could change the cost of compliance or liabilities and restrictions arising out of such laws. The cost of defend-
ing these claims, complying with environmental regulatory requirements, conducting remediation of any
contaminated property, and/or of paying personal injury claims could be substantial, which would reduce our
liquidity and cash available for distribution to you. In addition, the presence of hazardous substances on a
property or the failure to meet environmental regulatory requirements may materially impair our ability to sell
a property, or to use the property as collateral for borrowing.

Competition with third parties in acquiring properties and other investments may reduce our
profitability and the return on your investment.

We compete with many other entities engaged in real estate investment activities, including individuals,
corporations, bank and insurance company investment accounts, pension funds, other REITs, real estate lim-
ited partnerships, foreign investors, many of which have greater resources than we do. Many of these entities
may enjoy significant competitive advantages that result from, among other things, a lower cost of capital
and/or enhanced operating efficiencies. In addition, the number of entities and the amount of funds competing
for suitable investments may increase. As such, competition with third parties would result in increased
demand for these assets and therefore increased prices paid for them. If we pay higher prices for properties
and other investments, our profitability will be reduced and you may experience a lower return (if any) on
your investment.

Uninsured losses relating to real estate may reduce your returns.

Shopoff Advisors will attempt to ensure that all of our properties are adequately insured to cover certain
casualty losses; however, there are types of losses, generally catastrophic in nature, such as losses due to wars,
acts of terrorism, earthquakes, floods, hurricanes, pollution or environmental matters, for which we do not
intend to obtain insurance unless we are required to do so by mortgage lenders. If any of our properties incurs
a casualty loss that is not fully covered by insurance, the value of our assets will be reduced by any such
uninsured loss. In addition, other than any reserves we may establish, we have no source of funding to repair
or reconstruct any uninsured damaged property, and we cannot assure you that any such sources of funding
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will be available to us for such purposes in the future. Also, to the extent we must pay unexpectedly large
amounts for uninsured losses, we could suffer reduced earnings that would result in less cash to be distributed
to stockholders. In cases where we are required by mortgage lenders to obtain casualty loss insurance for
catastrophic events, such insurance may not be available, or may not be available at a reasonable cost, which
could inhibit our ability to finance or refinance our properties.

Risks Associated With Real Estate-Related Investments

We may make or acquire real estate-related investments which include but are not limited to first mort-
gages, second mortgages or mezzanine loans secured, directly or indirectly by the same types of properties we
may acquire directly, and also preferred equity investments in partnerships and/or limited liability companies
that own the same types of properties that we may acquire directly. We will be subject to risks associated with
these real estate-related investments, including the material risks discussed below.

Our real estate-related investments may be impacted by unfavorable real estate market conditions,
which could decrease their value.

If we make real estate-related investments, we will be at risk of a loss on those investments, including
losses as a result of defaults on mortgage loans. These losses may be caused by many conditions beyond our
control, including local and other economic conditions affecting real estate values, interest rate levels, and the
other economic and liability risks associated with real estate. We do not know whether the values of the
property securing any real estate-related investments we may acquire will remain at the levels existing on the
dates we initially make such investment. If the values of the underlying properties decline, our risk will
increase and the values of our interests may decrease.

Our returns on mortgage loans may be reduced by interest rate fluctuations.

If we invest in fixed-rate, long-term mortgage loans and interest rates rise, the mortgage loans could yield
a return lower than then-current market rates. Also, if interest rates decrease and mortgage loans are prepaid
without adequate penalty, we may not be able to make new loans or other real estate-related investments at
the previously higher interest rates.

Delays in liquidating defaulted real estate-related investments could reduce our investment returns.

If there are defaults under our real estate-related investments, we may not be able to foreclose on or
obtain a suitable remedy with respect to such investments. Specifically, if there are defaults under mortgage
loans, we may not be able to repossess and sell the underlying properties quickly. The resulting time delay
could reduce the value of our investment. For example, an action to foreclose on a property securing a mort-
gage loan is regulated by state statutes and rules and is subject to many of the delays and expenses of lawsuits
if the defendant raises defenses or counterclaims. Additionally, in the event of default by a mortgagor, these
restrictions, among other things, may impede our ability to foreclose on or sell the mortgaged property or to
obtain proceeds sufficient to repay all amounts due to us on the mortgage loan.

Returns on our mortgage loans may be limited by regulations.

The mortgage loans may also be subject to regulation by federal, state and local authorities and subject to
various laws and judicial and administrative decisions, which may increase our costs associated with making
or acquiring mortgage loans and thereby reduce our returns. In addition, we may determine not to make
mortgage loans in certain jurisdictions based on state or local regulation, which may limit our ability to make
or acquire mortgage loans that we otherwise believe to be attractive investments.

Foreclosures create additional risks, as we would be subject to all of the risks of owning the property
on which we foreclose.

If we acquire property by foreclosure following defaults under our mortgage loans, we will have the
economic and liability risks inherent in the ownership of real property.
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If we liquidate prior to the maturity of our real estate-related investments, we may be forced to sell
those investments on unfavorable terms or at a loss.

If we have not listed our shares on a national securities exchange by August 29, 2017, we will be
required to submit for a vote of our stockholders to liquidate all of our assets and distribute the net proceeds
to our stockholders. We may make real estate-related investments with terms that expire after August 29,
2017. If we become required to liquidate those investments prior to their maturity, we may be forced to sell
those investments on unfavorable terms or at loss. For instance, if we are required to liquidate mortgage loans
at a time when prevailing interest rates are higher than the interest rates of such mortgage loans, we would
likely sell such loans at a discount to their principal amount.

Risks Associated With Debt Financing

We expect to incur mortgage and other indebtedness, which may increase our business risks and
impair our ability to make distributions to our stockholders.

We expect to make investments with both the net proceeds from our offering and debt. In addition, we
may incur mortgage debt by obtaining loans secured by some or all of our real estate. We may also borrow
funds if necessary to satisfy the requirement that we distribute to stockholders as dividends at least 90% of
our annual REIT taxable income, or otherwise as is necessary or advisable to assure that we maintain our
qualification as a REIT for federal income tax purposes.

Although we intend not to have a debt to equity ratio that exceeds 100% of the aggregate value of our
real estate assets, incurring mortgage debt increases our risks since defaults on indebtedness secured by a
property may result in foreclosure actions initiated by lenders and our loss of the property securing the loan
that is in default. For tax purposes, a foreclosure of any of our properties would be treated as a sale of the
property for a purchase price equal to the outstanding balance of the debt secured by the mortgage. If the
outstanding balance of the debt secured by the mortgage exceeds our tax basis in the property, we would
recognize taxable income on foreclosure, but would not receive any cash proceeds. We may give full or
partial guarantees of mortgage debt to the entities that own our properties. When we give a guaranty on behalf
of an entity that owns one of our properties, we will be responsible to the lender for satisfaction of the debt if
it is not paid by such entity. If any mortgages contain cross-collateralization or cross-default provisions, there
is a risk that more than one real property may be affected by a default. If any of our properties are foreclosed
upon due to a default, we may have less cash available for distributions to our stockholders.

If mortgage debt is unavailable at reasonable rates, we may not be able to finance or refinance the
properties, which could reduce the number of properties we can acquire and the amount of cash
distributions we can make.

If mortgage debt is unavailable at reasonable rates, we may not be able to finance properties we wish to
acquire, even if such acquisition would otherwise be in our best interests, which could reduce the number of
properties we can acquire. In addition, once we have placed mortgage debt on properties, we run the risk of
being unable to refinance the entire outstanding loan balance when the loans come due, or of being unable to
refinance any amount on favorable terms. In addition, if interest rates are higher when properties require
refinancing, we may not be able to refinance the entire outstanding loan balance or our debt service may be
higher if we do refinance the loan balance, either of which could reduce our income from those properties and
reduce cash available for distribution to our stockholders.

Lenders may require us to enter into restrictive covenants relating to our operations, which could limit
our ability to make distributions to our stockholders.

In connection with obtaining debt financing, a lender could impose restrictions on us that affect our
ability to incur additional debt and affect our distribution and operating policies. Loan documents we enter
into may contain customary negative covenants that may limit our ability to further mortgage the property, to
discontinue insurance coverage, to replace Shopoff Advisors as our advisor, and/or to impose other limitations.
Any such restriction or limitation may have an adverse effect on our operations.
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Fluctuations in interest rates could increase our expenses, require us to sell investments and/or make
it more difficult to make attractive investments.

We expect that a portion of our indebtedness may bear interest at a variable rate. Accordingly, increases
in interest rates would increase our interest costs, which could have a material adverse effect on our operating
cash flow and our ability to pay dividends to you. In addition, if rising interest rates cause us to need addi-
tional capital to repay indebtedness in accordance with its terms or otherwise, we would be required to
liquidate one or more of our investments in properties at times which may not permit realization of the maxi-
mum return on such investments. Further, increases in interest rates may make investments in other entities
more attractive than an investment in us. Conversely, decreases in interest rates may cause the price of real
estate and real estate-related investments to increase, thus making it more difficult for us to make otherwise
attractive investments. Any of these circumstances could reduce our profitability and our ability to pay divi-
dends to our stockholders.

If we enter into financing arrangements involving balloon payment obligations, the repayment of the
balloon payments may require us to enter into unfavorable refinancings and/or to divert funds from
other sources, which would reduce dividends paid.

Some of our financing arrangements may require us to make a lump-sum or ‘“‘balloon” payment at matu-
rity. Our ability to make a balloon payment at maturity is uncertain and may depend upon our ability to obtain
additional financing or our ability to sell the property. At the time the balloon payment is due, we may or may
not be able to refinance the balloon payment on terms as favorable as the original loan or sell the property at
a price sufficient to make the balloon payment, which could require us to incur debt on unfavorable terms
and/or divert funds from other sources to make the balloon payment. As a result, financing arrangements with
balloon payments could result in increased costs and reduce our liquidity. In addition, payments of principal
and interest to service our debts may leave us with insufficient cash to pay the distributions that we are
required to pay to maintain our qualification as a REIT. Any of these results would have a significant, nega-
tive impact on your investment.

The tightening of the credit markets in California, Nevada, Arizona, Hawaii, and Texas, which may
continue for an indefinite period of time, may make it increasingly difficult for us to secure financing
at reasonable rates or at all, which may limit our ability to finance or refinance our real estate
properties, reduce the number of properties we can acquire, and adversely affect your investment.

Due to the collapse of the residential sub-prime mortgage market and the resulting credit crisis, the
subsequent increased scrutiny of the lending industry by government regulators, and the resulting abundance
of caution by lenders in evaluating and underwriting new transactions, there has been a significant tightening
of the credit markets in California, Nevada, Arizona, Hawaii, and Texas, where we intend to acquire the
majority of our real estate assets and real estate-related investments. The tightening in these credit markets,
which may continue for an indefinite period of time, may make it increasingly difficult for us to secure mort-
gage debt at reasonable rates or at all, limiting the mortgage debt on real estate properties we wish to acquire,
and even reducing the number of properties we can acquire. Even in the event that we are able to secure
mortgage debt on, or otherwise finance, our real estate properties, due to increased costs associated with
securing financing and other factors beyond our control, we run the risk of being unable to refinance the entire
outstanding loan balance or being subject to unfavorable terms (such as higher loan fees, interest rates and
periodic payments) if we do refinance the loan balance. Either of these results could reduce any income from
those properties and reduce cash available for distribution, which may adversely affect your investment.

Risks Associated with Joint Ventures

The terms of joint venture agreements or other joint ownership arrangements into which we may enter
could impair our operating flexibility and our results of operations.

In connection with the purchase of real estate or making real estate-related investments, we may enter
into joint ventures with affiliated or unaffiliated partners. In addition, we may also purchase or develop proper-
ties in co-tenancies and other co-ownership arrangements with affiliates of The Shopoff Group, the sellers of
the properties, developers and/or similar persons. These structures involve participation in the investment by

18



outsiders whose interests and rights may not be the same as ours. These joint venture partners or co-tenants
may have rights to take some actions over which we have no control and may take actions contrary to our
interests. For example, joint ownership of an investment, under certain circumstances, may involve risks not
associated with direct ownership of such investment, including the following:

*  a partner or co-investor might have economic and/or other business interests or goals which are
unlike or incompatible with our business interests or goals, including inconsistent goals relating to
the sale of properties held in a joint venture and/or the timing of the termination and liquidation of
the venture;

e such partners or co-investors may become bankrupt and such proceedings could have an adverse
impact on the operation of the partnership or joint venture;

e we may incur liabilities as the result of actions taken by joint venture partners in which we had no
direct involvement; and

*  such partners or co-investors may be in a position to take action contrary to our instructions or
requests or contrary to our policies and objectives or fail to take actions as we instruct, or in accor-
dance with our policies and objectives, including our policy with respect to qualifying and
maintaining our qualification as a REIT.

If we have a right of first refusal or buy/sell right to buy out a co-venturer or partner, we may be unable
to finance such a buy-out if it becomes exercisable or we may be forced to exercise those rights at a time
when it would not otherwise be in our best interest to do so. If our interest is subject to a buy/sell right, we
may not have sufficient cash, available borrowing capacity or other capital resources to allow us to purchase
an interest of a co-venturer subject to the buy/sell right, in which case we may be forced to sell our interest
when we would otherwise prefer to retain our interest. We may not be able to sell our interest in a joint
venture on a timely basis or on acceptable terms if we desire to exit the venture for any reason, particularly if
our interest is subject to a right of first refusal of our co-venturer or partner.

We may structure our joint venture relationships in a manner which could limit the amount we
participate in the cash flow or appreciation of an investment.

We may enter into joint venture agreements, the economic terms of which may provide for the distribu-
tion of income to us otherwise than in direct proportion to our ownership interest in the joint venture. For
example, while we and a co-venturer may invest an equal amount of capital in an investment, the investment
may be structured such that we have a right to priority distributions of cash flow up to a certain target return
while the co-venturer may receive a disproportionately greater share of cash flow than we are to receive once
such target return has been achieved. This type of investment structure may result in the co-venturer receiving
more of the cash flow, including appreciation, of an investment than we would receive. If we do not accu-
rately judge the appreciation prospects of a particular investment or structure the agreement appropriately, we
may incur losses on joint venture investments and/or have limited participation in the profits of a joint venture
investment, either of which could reduce our ability to make cash distributions to our stockholders.

Risks Associated With Our Organizational Structure

Your interest in us may be diluted if we issue additional shares in our offering or otherwise.

Existing stockholders and potential investors in our offering do not have preemptive rights to any shares
issued by us in the future. Our charter currently authorizes the issuance of 200,000,000 shares of common
stock. In addition, subject to any limitations set forth under Maryland law, our board of directors may increase
the number of authorized shares of capital stock, increase or decrease the number of shares of any class or
series of stock designated, or reclassify any unissued shares without the necessity of obtaining stockholder
approval. All such shares may be issued at the discretion of our board of directors.

Existing stockholders and investors purchasing shares in our offering may also experience dilution of
their equity investment in us in the event that we:

. sell additional shares in the future;
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. sell securities that are convertible into shares of our common stock;
e issue shares of our common stock in a private offering to institutional investors; or

e issue shares of our common stock to sellers of properties acquired by us in connection with an
exchange of limited partnership interests of Shopoff Partners (we have no intention of making such
exchanges at this time).

The limit on the number of shares a person could own may discourage a takeover attempt.

Our charter prohibits the ownership of more than 9.8% of the outstanding shares of common stock by
any one investor. This restriction may discourage a change of control and may deter individuals or entities
from making tender offers for our shares of common stock, which offers might otherwise be financially attrac-
tive to our stockholders and/or which might cause a change in our management. Further, this restriction may
limit the opportunity for stockholders to receive a premium for their shares of common stock that might
otherwise exist if an investor attempted to acquire in excess of 9.8% of our shares of common stock or other-
wise to effect a change of control of us.

Certain provisions of Maryland law and our charter and bylaws could hinder, delay or prevent a
change in control of our company.

Certain provisions of Maryland law, our charter and our bylaws have the effect of discouraging, delaying
or preventing transactions that involve an actual or threatened change in control of our company. These provi-
sions include the following:

e Number of Directors, Board Vacancies, Term of Office.  Under certain amendments to our charter
which will become effective at such time as a class of our equity securities is registered under the
Securities Exchange Act of 1934, as amended, or the Exchange Act (which will occur upon comple-
tion of our initial public offering), we have elected to be subject to certain provisions of Maryland
law which vest in the board of directors the exclusive right to determine the number of directors and
the exclusive right, by the affirmative vote of a majority of the remaining directors, to fill vacancies
on the board even if the remaining directors do not constitute a quorum.

e Classified Board. Under our charter, we have a classified board serving staggered, five-year terms,
which may lengthen the time required to gain control of our board of directors.

e Advance Notice Provisions for Stockholder Nominations and Proposals. Our bylaws require
advance written notice for stockholders to nominate persons for election as directors at, or to bring
other business before, any meeting of stockholders. This bylaw provision limits the ability of stock-
holders to make nominations of persons for election as directors or to introduce other proposals
unless we are notified in a timely manner prior to the meeting.

e Exclusive Authority of our Board to Amend the Bylaws. Our bylaws provide that our board of
directors has the exclusive power to adopt, alter or repeal any provision of the bylaws or to make
new bylaws. Thus, our stockholders may not effect any changes to our bylaws.

e Preferred Stock. Under our charter, our board of directors has authority to issue preferred stock
from time to time in one or more series and to establish the terms, preferences and rights of any
such series of preferred stock, all without approval of our stockholders.

e Duties of Directors with Respect to Unsolicited Takeovers. Maryland law provides protection for
Maryland corporations against unsolicited takeovers by limiting, among other things, the duties of
the directors in unsolicited takeover situations. The duties of directors of Maryland corporations do
not require them to (1) accept, recommend or respond to any proposal by a person seeking to
acquire control of the corporation, (2) authorize the corporation to redeem any rights under, or
modify or render inapplicable, any stockholders rights plan, (3) make a determination under the
Maryland Business Combination Act or the Maryland Control Share Acquisition Act, or (4) act or
fail to act solely because of the effect of the act or failure to act may have on an acquisition or
potential acquisition of control of the corporation or the amount or type of consideration that may be
offered or paid to the stockholders in an acquisition. Moreover, under Maryland law the act of the
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directors of a Maryland corporation relating to or affecting an acquisition or potential acquisition of
control is not subject to any higher duty or greater scrutiny than is applied to any other act of a
director. Maryland law also contains a statutory presumption that an act of a director of a Maryland
corporation satisfies the applicable standards of conduct for directors under Maryland law.

e Ownership Limit. In order to preserve our status as a REIT under the Code, our charter generally
prohibits any person, from beneficially or constructively owning more than 9.8% in value or in
number of shares (whichever is more restrictive) of the aggregate of our outstanding common stock
or more than 9.8% of the aggregate of our outstanding shares of capital stock unless our board of
directors waives or modifies this ownership limit.

*  Maryland Business Combination Act. The Maryland Business Combination Act provides that
unless exempted, a Maryland corporation may not engage in business combinations, including
mergers, dispositions of 10% or more of its assets, issuance of shares of stock and other specified
transactions, with an “‘interested stockholder” or an affiliate of an interested stockholder for
five years after the most recent date on which the interested stockholder became an interested stock-
holder, and thereafter unless specified criteria are met. An interested stockholder is generally a
person owning or controlling, directly or indirectly, 10% or more of the voting power of the out-
standing stock of a Maryland corporation. Our board of directors has adopted a resolution exempting
only transactions between us and our affiliates from this statute. Therefore, the provisions of the
Maryland Business Combination Act are applicable to business combinations between our company
and persons other than our affiliates.

*  Maryland Control Share Acquisition Act. Maryland law provides that “control shares” of a corpo-
ration acquired in a ““control share acquisition’ shall have no voting rights except to the extent
approved by a vote of two-thirds of the votes eligible to be cast on the matter under the Maryland
Control Share Acquisition Act. “Control shares” means shares of stock that, if aggregated with all
other shares of stock previously acquired by the acquiror, would entitle the acquiror to exercise
voting power in electing directors within one of the following ranges of the voting power:
one-tenth or more but less than one-third, one-third or more but less than a majority or a majority or
more of all voting power. A “control share acquisition” means the acquisition of control shares,
subject to certain exceptions. If voting rights of control shares acquired in a control share acquisition
are not approved at a stockholders’ meeting, then subject to certain conditions and limitations, the
issuer may redeem any or all of the control shares for fair value. If voting rights of such control
shares are approved at a stockholders’ meeting and the acquiror becomes entitled to vote a majority
of the shares of stock entitled to vote, all other stockholders may exercise appraisal rights. Our
bylaws contain a provision exempting acquisitions of our shares from the Maryland Control Share
Acquisition Act. However, our board of directors may amend our bylaws in the future to repeal or
modify this exemption, in which case any control shares of our company acquired in a control share
acquisition will be subject to the Maryland Control Share Acquisition Act.

Your investment return may be reduced if we are required to register as an investment company under
the Investment Company Act.

We are not registered as an investment company under the Investment Company Act of 1940, as
amended. If we were required to register as an investment company, our ability to enter into certain transac-
tions would be restricted by the Investment Company Act. Furthermore, the costs associated with registration
as an investment company and compliance with such restrictions could be substantial. In addition, registration
under and compliance with the Investment Company Act would require a substantial amount of time on the
part of Shopoff Advisors and its affiliates, thereby decreasing the time they spend actively managing our
investments. If we were required to register as an investment company but failed to do so, we would be
prohibited from engaging in our business, and criminal and civil actions could be brought against us. In
addition, our contracts would be unenforceable unless a court were to require enforcement, and a court could
appoint a receiver to take control of us and liquidate our business.
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Risks Related to Conflicts of Interest

We will be subject to conflicts of interest arising out of relationships among us, our officers, Shopoff
Advisors and its affiliates, including the material conflicts discussed below. All references to affiliates of
Shopoff Advisors include The Shopoff Group and each other affiliate of The Shopoff Group and Shopoff
Advisors.

We will compete with affiliates of Shopoff Advisors in the acquisition of properties.

Affiliates of Shopoff Advisors have approximately 19 existing programs with investment objectives and
strategies similar to ours and such affiliates may sponsor or advise other similar programs in the future. These
existing and future programs may own properties located in geographical areas in which we may acquire
properties. Therefore, we may compete with affiliates of Shopoff Advisors in the purchase of properties.

If we enter into joint ventures with affiliates, we may face conflicts of interest or disagreements with
our joint venture partners that will not be resolved as quickly or on terms as advantageous to us as
would be the case if the joint venture had been negotiated at arm’s-length with an independent joint
venture partner. As a result, your returns may be decreased by us entering into joint ventures with
affiliates of Shopoff Advisors.

In the event that we enter into a joint venture with any other program sponsored or advised by Shopoff
Advisors or one of its affiliates, we may face certain additional risks and potential conflicts of interest. For
example, securities issued by the other Shopoff program may never have an active trading market. Therefore,
if we were to become listed on a national securities exchange, we may no longer have similar goals and
objectives with respect to the resale of our properties in the future. In addition, in the event that we are not
listed on a securities exchange, by August 29, 2017, our organizational documents provide for an orderly
liquidation of our assets upon the affirmative vote of our stockholders. In the event of such liquidation, any
joint venture between us and another Shopoft program may be required to sell its properties at such time. Our
joint venture partners may not desire to sell the properties at that time. Joint ventures between us and other
Shopoff programs will not have the benefit of arm’s-length negotiation of the type normally conducted
between unrelated co-venturers. Under these joint venture agreements, none of the co-venturers may have the
power to control the venture, and an impasse could be reached regarding matters pertaining to the joint ven-
ture, including the timing of a liquidation, which might have a negative impact on the joint venture and
decrease returns to you. Joint ventures with other Shopoff programs would also be subject to the risks associ-
ated with joint ventures with unaffiliated third parties described below.

Shopoff Advisors and employees of Shopoff Advisors and its affiliates will face conflicts of interest
relating to time management and allocation of resources, and our results of operations may suffer as a
result of these conflicts of interest.

Affiliates of Shopoff Advisors are active in other real estate programs having investment objectives
similar to ours or to which they have legal and fiduciary obligations similar to those they owe to us and our
stockholders. Because affiliates of Shopoff Advisors have interests in other real estate programs and also
engage in other business activities, they may have conflicts of interest in allocating their time and resources
between our business and these other activities. During times of intense activity in other programs and ven-
tures, they may devote less time and resources to our business than is necessary or appropriate. If Shopoff
Advisors, for any reason, is not able to provide sufficient resources to manage our business due to the other
activities of its affiliates, our business will suffer as we have no other personnel to perform these services.
Likewise, if Shopoff Advisors or its affiliates suffer financial and/or operational problems as a result of any of
the activities of its affiliates, whether or not related to our business, and Shopoff Advisors is unable to manage
our business, we will have no one to manage or dispose of our investments. Conflicts with our business and
interests are most likely to arise from involvement in activities related to:

e the allocation of new investments among us and affiliates of Shopoft Advisors;
e the allocation of time and resources among us and affiliates of Shopoff Advisors;
e the timing and terms of the investment in or sale of an asset;

e entitlement or management of our properties by affiliates of Shopoff Advisors;

22



e investments with and/or sales to and acquisitions from affiliates of Shopoff Advisors; and

e compensation to Shopoff Advisors.

Shopoff Advisors will face conflicts of interest relating to its compensation structure. The distribution
payable to Shopoff Advisors upon termination of the advisory agreement may also influence decisions
about terminating Shopoff Advisors or our acquisition or disposition of investments.

Under the advisory agreement between us, Shopoft Partners and Shopoff Advisors, Shopoff Advisors
holds a subordinated participation interest in Shopoft Partners which entitles it to certain fees and distributions
that are structured in a manner intended to provide incentives to Shopoff Advisors to perform in our best
interests and in the best interests of our stockholders. Shopoff Advisors is entitled to receive fees including
acquisition and advisory fees, asset management fees and a subordinated disposition fee. The distributions
Shopoff Advisors may become entitled to receive would be payable upon distribution of distributable cash to
our stockholders, the listing of our shares or the termination of Shopoff Advisors as our advisor.

However, because Shopoff Advisors does not maintain a significant equity interest in us and is entitled to
receive substantial minimum compensation regardless of performance, Shopoff Advisors’ interests are not
wholly aligned with those of our stockholders. In that regard, the only fee Shopoff Advisors receives with
respect to on-going operation and management of properties is the asset management fee, which is based on
the amount of our initial investment and not the performance of those investments, which could result in
Shopoff Advisors not having adequate incentive to manage our portfolio to provide profitable operations
during the period we hold our investments. On the other hand, Shopoff Advisors could be motivated to recom-
mend riskier or more speculative investments in order to increase the fees payable to Shopoff Advisors or for
us to generate the specified levels of performance or distributable cash that would entitle Shopoff Advisors to
fees or distributions. In addition, Shopoff Advisors’ entitlement to fees upon the sale of our assets and to
participate in distributable cash could result in Shopoff Advisors recommending sales of our investments at the
earliest possible time at which sales of investments would produce the level of return which would entitle the
Advisor to compensation relating to such sales, even if continued ownership of those investments might be in
the best long-term interest of our stockholders.

The subordinated participation interest requires Shopoff Partners to make a distribution to Shopoft
Advisors upon termination of the advisory agreement, other than a termination by us because of a material
breach of the advisory agreement by Shopoff Advisors. This distribution will not be paid if we terminate the
advisory agreement after the listing of our shares. To avoid Shopoff Partners making this distribution, our
independent directors may decide against terminating the advisory agreement prior to listing our shares even
if, but for the requirement to make this distribution, termination of the advisory agreement would be in the
best interest of our stockholders. In addition, the requirement for Shopoff Partners to make this distribution
could cause our independent directors to make different investment or disposition decisions than they would
otherwise make, in order to satisfy Shopoft Partners’ obligation to the terminated advisor.

We may acquire assets from, or dispose of assets to, entities managed by Shopoff Advisors or its
affiliates, which could result in us entering into transactions on less favorable terms than we would
receive from an unrelated party and/or that negatively affect the public’s perception of us.

We may acquire properties or other real estate-related investments from entities which are managed by
affiliates of Shopoff Advisors. Further, we may also dispose of properties or other real estate-related invest-
ments to entities which are controlled by affiliates of Shopoff Advisors. Affiliates of Shopoff Advisors may
make substantial profits in connection with such transactions. Affiliates of Shopoff Advisors may owe fiduciary
and/or other duties to the selling or purchasing entity in these transactions, and conflicts of interest between us
and the selling or purchasing entities could exist in such transactions. Because our independent directors
would rely on the investment committee of Shopoff Advisors in identifying and evaluating any such transac-
tion, these conflicts could result in transactions based on terms that are less favorable to us than we would
receive from a third party. Also, the existence of conflicts, regardless of how they are resolved, might nega-
tively affect the public’s perception of us.
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The fees we pay Shopoff Advisors under the advisory agreement and the distributions payable to
Shopoff Advisors under the partnership agreement of Shopoff Partners were not determined on an
arm’s-length basis and therefore may not be on the same terms as those we could negotiate with a
third-party.

Our Sponsor and its affiliates have determined the fees and distributions payable to Shopoff Advisors and
its affiliates under the advisory agreement and the subordinated participation interest in Shopoff Partners. As a
result, these fees and distributions cannot be viewed as having been determined on an arm’s-length basis and
we cannot assure you that an unaffiliated third party would not be willing and able to provide to us the same
services at a lower price. Shopoff Advisors is entitled to receive fees including acquisition and advisory fees,
asset management fees and a subordinated disposition fee. The distributions Shopoff Advisors may become
entitled to receive would be payable upon distribution of distributable cash to our stockholders, the listing of
our shares or the termination of Shopoff Advisors as our advisor.

Risks Associated with Income Taxes

We will be subject to tax risks arising out of our election to be taxed as a REIT, including the material
risks discussed below. We strongly urge you to consult your own tax advisor concerning the effects of federal,
state and local income tax law on an investment in our stock or your individual tax situation.

Failure to qualify as a REIT would reduce our net income (if any) and cash available for
distributions.

Manatt, Phelps & Phillips, LLP, our legal counsel, has rendered an opinion to us in connection with our
offering that we will qualify as a REIT, based upon our representations as to the manner in which we are and
will be owned, invest in assets and operate, among other things. However, our qualification as a REIT will
depend upon our ability to meet, on an on-going basis, requirements regarding our organization and owner-
ship, distributions of our income, the nature and diversification of our income and assets, and other tests
imposed by the Internal Revenue Code. Manatt, Phelps & Phillips will not review our compliance with the
REIT qualification standards on an on-going basis. This means that we may fail to satisfy the REIT require-
ments in the future. Also, this opinion represents Manatt, Phelps & Phillips’ legal judgment based on the law
in effect as of the date of its issuance. Manatt, Phelps & Phillips’ opinion is not binding on the Internal Rev-
enue Service or the courts. Future legislative, judicial or administrative changes to the federal income tax laws
could be applied retroactively, which could result in our disqualification as a REIT.

The REIT qualification requirements are complex and there is only limited guidance available regarding
the interpretation of those requirements. We are a new entity, and our Sponsor and Advisor do not have expe-
rience operating a REIT. These factors may increase the likelihood that we will fail to meet on a continuing
basis one or more of the REIT qualification requirements.

If we fail to qualify as a REIT for any taxable year, we will be subject to federal income tax on our
taxable income at corporate rates. In addition, we would generally be disqualified from treatment as a REIT
for the four taxable years following the year of losing our REIT status. Losing our REIT status would reduce
our net earnings, if any, available for investment and/or distribution to stockholders because of the additional
tax liability that we would incur. In addition, distributions to stockholders would no longer qualify for the
dividends paid deduction, and we would no longer be required to make distributions. If this occurs, we might
be required to borrow funds and/or liquidate some investments in order to pay the applicable tax.

We may have accumulated C corporation earnings and profits that must be distributed in full in a
timely distribution in order to qualify as a REIT.

We have been classified as a C corporation prior to the proposed effective date of our REIT election.
During this period of time we have acquired and disposed of assets, conducted certain operations, and other-
wise engaged in activities that can result in the creation of earnings and profits for federal income tax
purposes. These activities are expected to continue for the remainder of our 2010 tax year up to the proposed
effective date of our election of REIT status. If we have accumulated earnings and profits for a tax year in
which we were classified as a C corporation rather than as a REIT, we must distribute in full our non-REIT
earnings and profits before the end of our first REIT year (expected to be the 2011 tax year) as a requirement
to qualify as an REIT.
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Calculations of earnings and profits for federal income tax purposes can be complex and subject to
uncertainties. While we intend to take the actions we deem necessary to meet this REIT qualification require-
ment, our calculations of accumulated earnings and profits may be subject to challenge by the tax authorities.
In such event, the tax authorities could assert that our efforts to meet this REIT qualification requirement were
not successful. Such an assertion, if made, would likely occur well after the distribution deadline described
above. If such an assertion were successful, the result could be the retroactive disqualification of our proposed
REIT status that would subject us and our shareholders to income tax rules generally applicable to C corpora-
tions and their shareholders.

Even if we qualify as a REIT for federal income tax purposes, we may be subject to other tax
liabilities that reduce our cash flow and our ability to make distributions to you.

Even if we remain qualified as a REIT for federal income tax purposes, we may be subject to some
federal, state and local taxes on our income or property. For example:

e In order to qualify as a REIT, we must distribute annually at least 90% of our REIT taxable income
to our stockholders (which is determined without regard to the dividends paid deduction or net
capital gain). To the extent that we satisfy the distribution requirement but distribute less than 100%
of our REIT taxable income, we will be subject to federal corporate income tax on the undistributed
income.

*  We will be subject to a 4% nondeductible excise tax on the amount, if any, by which distributions
we pay in any calendar year are less than the sum of 85% of our ordinary income, 95% of our
capital gain net income and 100% of our undistributed income from prior years.

e If we have net income from the sale of foreclosure property that we hold primarily for sale to
customers in the ordinary course of business or other nonqualifying income from foreclosure prop-
erty, we must pay a tax on that income at the highest corporate income tax rate.

e If we sell a property, other than foreclosure property, that we hold primarily for sale to customers in
the ordinary course of business, our gain would be subject to the 100% ‘‘prohibited transaction’ tax.

e  Our taxable REIT subsidiaries will be subject to tax on their taxable income.

e If we have aggregate built-in gains in the assets that we own at the effective date of our REIT
elections, those gains may be taxed at the corporate level if recognized in a disposition that occurs
within the 10-year period beginning on the effective date of the election. It is uncertain whether we
will have any such built-in gains.

To maintain our REIT status, we may be forced to borrow funds during unfavorable market conditions
to make distributions to our stockholders, which could increase our operating costs and decrease the
value of your investment.

To qualify as a REIT, we must distribute to our stockholders each year at least 90% of our REIT taxable
income (which is determined without regard to the dividends paid deduction or net capital gain). At times, we
may not have sufficient funds to satisfy these distribution requirements and may need to borrow funds to
maintain our REIT status and avoid the payment of income and excise taxes. These borrowing needs could
result from (1) differences in timing between the receipt of cash and inclusion of income for federal income
tax purposes, (2) the effect of nondeductible capital expenditures, and/or (3) the creation of reserves. We may
need to borrow funds at times when the market conditions are unfavorable. Such borrowings could increase
our costs and reduce the value of our common stock.

To maintain our REIT status, we may be forced to forego attractive investment opportunities, which
could delay or hinder our ability to meet our investment objectives and lower the return on your
investment.

To qualify as a REIT, we must satisfy tests on an on-going basis concerning, among other things, the
sources of our income, nature of our assets and the amounts we distribute to our stockholders. We may be
required to make distributions to stockholders at times when it would be more advantageous to reinvest cash
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in our business or when we do not have funds readily available for distribution. Compliance with the REIT
requirements may hinder our ability to operate solely on the basis of maximizing profits.

The extent of our use of taxable REIT subsidiaries may affect the value of our common stock relative
to the share price of other REITS.

We intend to conduct a portion of our business activities through one or more taxable REIT subsidiaries,
or TRSs. A TRS is a fully taxable corporation that may earn income that would not be qualifying REIT
income if earned directly by us. Our use of TRSs will enable us to engage in non-REIT qualifying business
activities, such as the sale of inventory properties. However, under the Internal Revenue Code, no more than
25% of the value of the assets of a REIT may be represented by securities of one or more TRSs. This limita-
tion may affect our ability to increase the size of our non-REIT qualifying operations. Furthermore, because
the income earned by our TRSs will be subject to corporate income tax and will not be subject to the require-
ment to distribute annually at least 90% of our REIT taxable income to our stockholders, our use of TRSs
may cause our common stock to be valued differently than the shares of other REITs that do not use TRSs in
the manner in which we expect to use them.

Even if we qualify as a REIT, we could be subject to an excise tax on non-arm’s-length transactions
with our taxable REIT subsidiaries.

In the event that any transaction between us and our TRSs is not conducted on an arm’s-length basis, we
could be subject to a 100% excise tax on such transactions. We believe that all such transactions will be
conducted on an arm’s-length basis, but there can be no assurance that the IRS will not successfully contest
the arm’s-length nature of such transactions or that we will be otherwise able to avoid the 100% excise tax.
Any such tax could adversely affect our overall profitability and the amounts of distributions to our
stockholders.

We may be required to pay a penalty or may not qualify as a REIT if the value of our taxable REIT
subsidiaries exceeds 25% of the value of our total assets at the close of any calendar quarter.

To qualify as a REIT, not more than 25% of the value of our total assets may be represented by the
securities of one or more taxable REIT subsidiaries at the close of any calendar quarter (subject to a 30-day
“cure” period following the close of the quarter). We will monitor the value of our investment in our TRSs in
relation to our other assets to comply with the test. There cannot be complete assurance that we will be suc-
cessful in that effort. Although we will seek to be prudent in valuing our investment in our TRSs and our
other assets, there can be no assurance that the IRS will not disagree with those determinations. In the event
of a more than de minimis failure of the test, we will not lose our REIT status as long as (i) the failure was
due to reasonable cause and not to willful neglect, (ii) we dispose of the assets causing the failure or other-
wise comply with the test within six months after the last day of the applicable quarter in which we identify
such failure, and (iii) we pay a tax equal to the greater of $50,000 or 35% of the net income from the non-
qualifying assets during the period in which we failed to satisfy the test. If there is a more than de minimis
failure of the test and we do not satisfy the requirements described in the preceding sentence, we would lose
our REIT status.

Certain of our business activities are potentially subject to the prohibited transaction tax, which could
reduce the return on your investment.

As a REIT, we will be subject to a 100% tax on any net income from “‘prohibited transactions.” In
general, prohibited transactions are sales or other dispositions of property to customers in the ordinary course
of business. Sales by us of inventory property at the REIT level would constitute prohibited transactions.

For these purposes, inventory property does not include foreclosure property. Examples of inventory
property include sales to customers of condominium units or subdivided lots in a development tract. The
determination of whether property is inventory property is fact-driven. Some of the relevant factors are the
number, frequency and continuity of sales, the duration of ownership, the level of sales activities, the types of
development activities undertaken with respect to the property, the purpose for acquisition of the property and
the reason for which the property is held, the substantiality of sales in relation to other business activities and
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statements by the taxpayer regarding the property. There is a safe harbor in the REIT rules exempting certain
sales from the prohibited transactions tax. In order to be in the safe harbor, certain factual tests must be
satisfied. We will attempt to meet the safe harbor requirements whenever practicable, but we cannot guarantee
that everyone of our sales of real property interests will take place within the safe harbor.

We intend to avoid the 100% prohibited transaction tax by conducting activities that would be prohibited
transactions through one or more TRSs. We may not, however, always be able to identify properties that will
become part of our “dealer” land sales business. Therefore, if we sell any properties at the REIT level that we
incorrectly identify as property not held for sale to customers in the ordinary course of business or that subse-
quently become properties held for sale to customers in the ordinary course of business, we may be subject to
the 100% prohibited transactions tax.

If Shopoff Partners, or any joint ventures in which Shopoff Partners invests, fails to maintain its status
as a partnership for federal income tax purposes, its income may be subject to taxation and we may
fail to satisfy the REIT asset requirements.

We intend to maintain the status of Shopoff Partners as a partnership for federal income tax purposes.
However, if the IRS were to successfully challenge the status of Shopoff Partners as a partnership, it would be
taxable as a corporation. In such event, this would reduce the amount of distributions that Shopoff Partners
could make to us. This could also result in our losing REIT status and becoming subject to a corporate level
tax on our own income. This would substantially reduce our cash available to pay distributions and the return
on your investment. In addition, if any of the entities through which Shopoff Partners owns its properties, in
whole or in part, loses its characterization as a partnership for federal income tax purposes, it would be sub-
ject to taxation as a corporation, thereby reducing distributions to Shopoft Partners. Such a recharacterization
of Shopoff Partners or an underlying property owner could also threaten our ability to maintain REIT status.

We may incur excess inclusion income that would increase the tax liability of our stockholders.

In general, dividend income that a tax-exempt entity receives from us should not constitute unrelated
business taxable income as defined in Section 512 of the Internal Revenue Code. If we realize excess inclu-
sion income and allocate it to stockholders, however, such income would be fully taxable as unrelated
business taxable income under Section 512 of the Internal Revenue Code. If the stockholder is foreign, it
would generally be subject to U.S. federal income tax withholding on this income without reduction pursuant
to any otherwise applicable income-tax treaty. U.S. stockholders would not be able to offset such income with
their operating losses.

Excess inclusion income could result if we held a residual interest in a real estate mortgage investment
conduit, or REMIC. Excess inclusion income also may be generated if we were to issue debt obligations with
two or more maturities and the payment terms on these obligations bore a relationship to the payments that
we received on our mortgage loans or mortgage-backed securities securing those debt obligations. The Internal
Revenue Service may determine that these borrowings give rise to excess inclusion income that should be
allocated among our stockholders. We may invest in equity securities of other REITs and it is possible that we
might receive excess inclusion income from those investments.

Misplaced reliance on legal opinions or statements by issuers of mortgage-backed securities and
government securities could result in a failure to comply with REIT gross income or asset tests.

When purchasing interests in other REITs, partnership interests, mortgage-backed securities and govern-
ment securities, we may rely on opinions of counsel for the issuer or sponsor of such securities, or statements
made in related offering documents, for purposes of determining whether and to what extent those securities
constitute REIT real estate assets for purposes of the REIT asset tests and product income that qualifies under
the REIT gross income tests. The inaccuracy of any such opinions or statements may harm our REIT qualifi-
cation and result in significant corporate level tax.
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Risks Related to Employee Benefit Plans and IRAs

We, and our investors that have employee benefit plans or IRAs, will be subject to risks relating specifi-
cally to our having employee benefit plans as stockholders, which risks are discussed below.

There are special considerations for pension or profit-sharing or 401(k) plans, health or welfare plans
or individual retirement accounts whose assets are being invested in our common stock.

If you are investing the assets of a pension, profit sharing or 401(k) plan, health or welfare plan, or an
IRA in us, you should consider:

e whether your investment is consistent with the applicable provisions of ERISA and the Internal
Revenue Code, or any other applicable governing authority in the case of a government plan;

e whether your investment is made in accordance with the documents and instruments governing your
plan or IRA, including your plan’s investment policy;

e whether your investment satisfies the prudence and diversification requirements of Sections
404(a)(1)(B) and 404(a)(1)(C) of ERISA;

e whether your investment will impair the liquidity of the plan or IRA;

e whether your investment will produce unrelated business taxable income, referred to as UBTI and as
defined in Sections 511 through 514 of the Internal Revenue Code, to the plan; and

e your need to value the assets of the plan annually.

You also should consider whether your investment in us will cause some or all of our assets to be con-
sidered assets of an employee benefit plan or IRA. We do not believe that under ERISA or U.S. Department
of Labor regulations currently in effect that our assets would be treated as “plan assets” for purposes of
ERISA. However, if our assets were considered to be plan assets, transactions involving our assets would be
subject to ERISA and/or Section 4975 of the Internal Revenue Code, and some of the transactions we have
entered into with Shopoff Advisors and its affiliates could be considered ‘““prohibited transactions’ under
ERISA and/or the Internal Revenue Code. If such transactions were considered “prohibited transactions”
Shopoff Advisors and its affiliates could be subject to liabilities and excise taxes or penalties. In addition, our
officers and directors, Shopoff Advisors and its affiliates could be deemed to be fiduciaries under ERISA,
subject to other conditions, restrictions and prohibitions under Part 4 of Title I of ERISA, and those serving as
fiduciaries of plans investing in us may be considered to have improperly delegated fiduciary duties to us.
Additionally, other transactions with ““parties-in-interest” or “‘disqualified persons’ with respect to an invest-
ing plan might be prohibited under ERISA, the Internal Revenue Code and/or other governing authority in the
case of a government plan. Therefore, we would be operating under a burdensome regulatory regime that
could limit or restrict investments we can make and/or our management of our properties. Even if our assets
are not considered to be plan assets, a prohibited transaction could occur if we or any of our affiliates is a
fiduciary (within the meaning of ERISA) with respect to an employee benefit plan purchasing shares, and,
therefore, in the event any such persons are fiduciaries (within the meaning of ERISA) of your plan or IRA,
you should not purchase shares unless an administrative or statutory exemption applies to your purchase.
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SELECTED FINANCIAL DATA

As of As of As of
December 31, December 31, December 31,
2009 2008 2007

Balance Sheet Data:
TOtal ASSELS - . v v v e e e $20,209,309  $14,059,684 $ 999,584
Real estate investments . . . . ... ... ... 19,034,147 2,614,134 —
Notes receivable, net. . . .. ....................... 662,345 558,000 —
Real estate deposits. . ... ... ... . — 3,300,000 —
Total liabilities . . . . . . . ..o it 5,568,226 196,731 183,900
Notes payable secured by real estate investments. . . ... ... 4,900,000 — —
Accounts payable and accrued liabilities™ . ... ... ...... 536,047 64,596 —
Total stockholders equity . . . . ......... ... ......... 14,640,983 13,862,853 815,584
Total equity®. . . . ... ... 14,641,083 13,862,953 815,684
Operating data:
Revenues. . . ... $ 5471,709 $ 152,356 $ 1,665
Saleof real eState . . . . . . oo v $ 5,000,000 — —
BXPENSES . © o v o o et e e $ 4,912,116 $ 1,618,456 $ 163,631
Cost of salesof real estate . . . .. ................... 2,955,288 — —
Due diligence costs related to properties not acquired. . . . . . 45,827 1,027,888 —
Provision for income taxes. . . .. ... ... ... ... 138,486 — —
Net Income (10SS) . . . . . ..o it 421,107 (1,466,100) (161,966)
Net income (loss) per common share, basic® . . .. ... .. .. 0.22 (2.32) (7.68)
Net income (loss) per common share, diluted® . .. ... .. .. 0.20 (2.32) (7.68)
Weighted average number of shares outstanding, basic®. . . . 1,878,787 631,921 21,100
Weighted average number of shares outstanding, diluted® . . 2,095,537 631,921 21,100
Other Data:
Cash flows provided by (used in) operating activities . . . . . . $ (557,129) $(1,484,712) $ 1,665
Cash flows provided by (used in) investing activities . . . . . . (6,363,577) (6,521,276) —
Cash flows provided by (used in) financing activities . . . . . . (419,968) 15,292,134 (1,665)

(1) Excludes due to related parties, interest and income taxes payable

(2) Includes non-controlling interest

(3) Net income (loss) per share are based on the weighted average number of shares of common stock

outstanding
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