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PART |
FORWARD-LOOKING STATEMENTS

Certain statements included in this annual reporForm 10-K are forwartboking statements within the meaning of the fetlsezuritie:
laws which are intended to be covered by the sarfiedrs created by those laws. Historical resultsteands should not be taken as indicatiy
future operations. Forwardoking statements, which are based on certainngst$ons and describe future plans, strategies apdatations ¢
us, are generally identifiable by use of the wofdelieve,” “expect,” “intend,” “anticipate,” “estimte,” “project,” “prospects,’or similai
expressions. Our ability to predict results ordlotual effect of future plans or strategies is irehdy uncertain.

Factors which could have a material adverse effaeaiur operations and future prospects on a cateteli basis include, but are not lim
to:

. Changes in economic conditions generally and takastate market specificall

. Legislative/regulatory changes, including changesivs governing the taxation of REITS.

. Availability of capital.

. Interest rates.

. Our ability to service our dek

. Competition.

. Supply and demand for undeveloped land and otlaestate in our current and proposed market a

. The prospect of a continuing relationship with Stfbégdvisors.

. Changes in accounting principles generally acceiptéide United States of America.

. Policies and guidelines applicable to REI

These risks and uncertainties should be considaredaluating forwardeoking statements and undue reliance should ngidmed on suc

statements. Although we believe the assumptionenlyidg the forward-looking statements, and thevimd{ooking statements themselves,
reasonable, any of the assumptions could be inatxand, therefore, there can be no assurancthésst forwardeoking statements will pro

to be accurate. In light of the significant unciti@s inherent in these forwatdeking statements, such information should notdgarded as
representation by us or any other person that &nyroobjectives and plans, which we consider todasonable, will be achieved.




ITEM 1. BUSINESS
General

Shopoff Properties Trust, Inc., or the “Trust”, wasorporated on November 16, 2006 under the ldvtiseostate of Maryland. The Trust
intends to elect to be treated as a real estaésiment trust, or “REITfor federal income tax purposes for the taxable gaaed December
2012. The Trust and all of its majority-owned sdimies are hereinafter collectively referred tdates“we”, “us”, and “our”.

We are externally managed by Shopoff Advisors, Lt “Advisor”, pursuant to an Advisory Agreemeamong us, the Advisor, and our
majority-owned subsidiary, Shopoff Partners, Ld? the “Operating Partnership”. The Advisor managegpervises and performs the various
administrative functions necessary to carry outday-to-day operations. In addition, the Advisaritifies and presents potential investment
opportunities and is responsible for our marketsales and client services. Pursuant to the Adyidgreement, the Advisor’s activities are
subject to oversight by our board of directors.

The Shopoff Group, L.P., a Delaware limited parshg, is our sponsor. The Sponsor was instrumémtatganizing us and is instrumer
in participating in our management, primarily thgbuhe Advisor. William A. Shopoff, our Chairmantbe Board, Chief Executive Officer &
President, is also the President of the Sponsor.

The Operating Partnership, either directly or tigloentities affiliated with us, owns and managdsstantially all of the properties we
acquire. Our wholly owned subsidiary, Shopoff Gah&artner, LLC, is the sole general partner of@perating Partnership and owns a 1%
interest therein. The Trust and the Advisor own 8% 1% of the Operating Partnership, respectiay\imited partners.

On August 29, 2007, we launched our initial publifering of a minimum of 2,000,000 shares and aimar of 20,100,000 shares of
common stock upon retaining Shopoff Securities, lan.affiliate of the Advisor, or Shopoff Securitjéo serve as the sole broker-dealer
marketing our shares during the offering. Our @&igiublic offering ended August 29, 2010 and on #8180, 2010, we filed Post Effective
Amendment No. 7 to Form S-11 registration statemeder the Securities Act of 1933 to terminateitiitgal public offering and to deregister
18,180,600 shares remaining unsold from our inftiddlic offering of common stock. On September@,@the SEC declared effective our
Post Effective Amendment No. 7. In the public afigrwe sold a total of 1,919,400 shares of comniocksfor $18,234,300, excluding shares
purchased by the Sponsor and excluding sharesstédeestricted stock issued to certain directodsexecutive officers of the Trust. On
November 18, 2011, we issued an additional 61,h@@es of our common stock to certain accreditedstors in a private placement as pal
the consideration for the acquisition of land.

As of December 31, 2011, the Company owned oneredrakrcent of five properties and a portion oiik¢hgproperty:

. A final plat of seven hundred and thirty nine resitial lots on a total of two hundred acres of ymioved land in the Town
Buckeye, Maricopa County, Arizona purchased fo088,000. The Company owns one hundred percentptbperty.

. Approximately one hundred eighteen acres of vaamd unentitled land located near the City of LaMsinBre, in a
unincorporated area of Riverside County, Califoraiequired via a Settlement Agreement with Springkrinvestments, L.P.,
California limited partnership (“Springbrook™ which Springbrook agreed to execute and delévgrant deed to the underly
real estate collateral in consideration for theclhiésge by us of all of Springbroakbbligations under a secured promissory
owned by the Company. The tax basis of the one fegheighteen acres of vacant and unentitled landnwdicquired wz
$2,152,210. The Company owns one hundred percehtsgproperty




. Approximately 6.11 acres of vacant and unentitledd! located near the City of Lake Elsinore, in aincorporated area
Riverside County, California also acquired via &l8ment Agreement with Springbrook, in which Sghnook agreed to execi
and deliver a grant deed to the underlying reatestollateral in consideration for the dischargeub of all of Springbroole’
obligations under a second, separate secured porpiaote owned by the Company. The tax basiseobthl acres of vacant ¢
unentitled land when acquired was $472,436. The @2om owns one hundred percent of this props

. Three hundred and fifty five entitled but unimprdwesidential lots and two commercial lots locatethe City of Lake Elsinor
California purchased as part of a larger origimahsaction with an overall purchase price of $9,8600. The three hundred ¢
fifty five entitled but unimproved residential logsxd two commercial lots have an allocated basi$40430,000. The Compa
owns one hundred percent of this prope

. Four hundred acres of unentitled and unimproved lacated in the City of Chino Hills, Californiaigchased as part of a lar
transaction with an overall purchase price of $9,600. The four hundred acres have an allocatet$ ldis$3,270,000. Tt
Company owns one hundred percent of this prop

. A 47.9 acre parcel of unimproved land zoned commakretail and multifamily residential, which currently permits &
residential units and 25 acres of retail land ledah the Town of Parker, Douglas County, Colorpdichased for $4,900,000. 1
Company owns a portion of this property througlpecific purpose limited liability company with affikate of the Advisor.

Through December 31, 2011, the Company had origihtitree loans, a $600,000 secured loan to Mesyqeitéure |, LLC and two secur
loans totaling $2,300,000 to Aware Development Canyp Inc. of which one loan, the $600,000 secuoed ko Mesquite Venture I, LLC, w
outstanding as of December 31, 2011.

Our headquarters are located at 2 Park Plaza Baitelrvine, California 92614. Our telephone numbgB77) TSG-REIT. Our web site is
www.shopoff.com.

Our Business and Objectives
Investment Objectives
Our primary business objective is to buy, hold aeli undervalued, undeveloped, non-income produa@agestate assets and to generate
returns to our stockholders upon disposition ohsupoperties. The land acquired may be zoned fdeatial, commercial or industrial uses.
Our strategy is to invest in properties with thiéof@ing attributes:

» the potential for an annual internal rate of returexcess of 30% on a compounded be

» the potential for a sharp increase in value duwutth factors as a recent or potential future zoolrenge or other opportunity wher
property might lie in the path of progre

» characteristics of the property enable us to aaitetthat we could purchase the property at a digtcisam current market valu
» geographic location in California, Nevada, Arizokiawaii, or Texas

» potential for capital appreciatio

» potential for economic growth in the community ihieh the property is locate

» prospects for liquidity through sale, financingrefinancing of the propert,

» moderate competition from existing properti




 location in a market in which we have familigibased upon past experience or we have an adyabtsed upon our experience in
repositioning propertie:

» potential for development of the property into immproperty
Investment in Undeveloped Real Estate Assets

Our primary focus is to invest in undeveloped esthte assets that present “value-adaggibrtunities or other opportunistic investment
our stockholders. “Undeveloped real estatefans any real property that (a) has no developorecwnstruction in process on the land, (b
development or construction on such land is plartnecbmmence within one year, and (c) producesental or other operating income.
will oversee all entitlement work on our properta&sjuired and, upon completion of such entitlemramk and at the appropriate time, we
sell the properties and distribute profits as piedi for in our charter. Some of our investmentvét@s may generate cash flow. Our prin
activity, however, is to buy, hold and sell undéwea, undeveloped, nancome producing real estate assets and to genextates to ot
stockholders upon disposition of such propertidge Tand acquired by us may be zoned for residertgmhmercial or industrial uses. We \
make changes in investment allocations and pergestaased upon our evaluation of current markeditons.

The recent focus of our acquisitions has been etredised or opportunistic property offerings. At owception, our focus was on add
value to property through the entitlement procéss,the recent real estate market has generategmysof real estate projects that are
partially or completely developed versus vacangeweloped land. This changed the focus of our atipris to enhancing the value of |
property through redesign and engineering refindsnand removed much of the entitlement risk thatexpected to undertake. Althot
acquiring distressed assets at greatly reduced9fiom the peaks of 20052006 does not guaranty us success, we believé thags allow u
the opportunity to acquire more assets than prelyozontemplated.

We believe there will be continued distress inrda estate market in the near term, although wktfeat prices have found support in si
of our target markets. We have seen pricing irsgesaibstantially from the lows of the past few gebut opportunities continue to be availi
as properties make their way through the finamgygtem and ultimately come to market. We are adsing more opportunities to work w
landowners under options or joint ventures andioteatittements in order to create loteym shareholder value. Our view of the mid to
term is more positive, and we expect property \&@boeimprove over the four- to tgrear time horizon. Our plan has been to be in @ipogo
capitalize on these opportunities for capital apiatt&on.

Other Property Acquisitions

We may acquire other real estate assets, incluButgnot limited to, partially improved and impravproperties, particularly those in wh
there is a potential for a change in use, suchasdustrial building changing to high density desitial.

In addition to fee simple interests, we may acqldgreyterm leasehold interests and leasehold estatesr @ththods of acquiring a prope
may be used when advantageous. For example, weantpyre properties through a joint venture or tbguésition of substantially all of tl
interests of an entity that owns real property.

We may acquire real estate or real estatated investments relating to properties in ussiother stages of development. These stages
include, without limitation, property to be redemeéd and repositioned, newly constructed propeatiesproperties in the midst of leage-ol
other stabilization, all of which will have limitedr no relevant operating histories and no curienbme. The Advisor will make tf
determination based upon a variety of factors,uidiclyg the available risk adjusted returns for saol all other properties, the appropr
diversification of the portfolio, our objectives ofalizing capital appreciation upon the sale afperties, and the potential for genera
dividend income from the net operating income afioaome property portfolio.




We may enter into purchase and leaseback transactiader which we will purchase a property froneatity and lease the property bac
such entity under a net lease.

We do not intend to purchase interests in hedgesfun
Making Loans and Investments in Mortgages

We do not intend to engage in the business ofrmatgig, warehousing or servicing real estate mgegalf we engage in any such activit
it will be only as an ancillary result of our mdiusiness of investing in real estate properties.iéy provide seller financing on cert
properties if, in our judgment, it is prudent to sil. However, our main business is not investingead estate mortgages, mortgdipeke!
securities or other securities.

We will not make loans to other entities or personkess secured by mortgages, and we will not naalgemortgage loans to the Adviso
any of its affiliates. We will not make or invest mortgage loans unless we obtain an appraisalecoimg the underlying property fron
licensed independent appraiser. In addition tcathygraisal, we will seek to obtain a customary lergttle insurance policy or commitment
to the priority of the mortgage or condition of tiitée.

We will not make or invest in mortgage loans on ang property if the aggregate amount of all maéggwans outstanding on the prope
including our loans, would exceed 80% of the amm@ivalue of the property as determined by an &ggrfom a licensed independ
appraiser, unless we find substantial justificatitue to the presence of other underwriting critdriano event will our acquisition price
mortgage loans exceed the appraised value of tpepy as of the date of the loans.

All of our mortgage loans must provide for at leasé of the following:

» except for differences attributable to adjustaldte rloans, equal periodic payments on a schedalewbuld be sufficient to ful
amortize the loan over a 20 to 40 year per

» payments of interest only for a period not greéitan ten years with the remaining balance payablequal periodic payments o
schedule that would fully amortize the loan ov@0ao 30 year period;

» payment of a portion of the stated interest culyeamid deferral of the remaining interest for aipegmot greater than five years, with
remaining principal and interest payable in equaiqulic payments on a schedule that would fully gine the loan over a 20 to 35y
period.

We will not invest in real estate contracts of saleerwise known as land sale contracts.

We will not make or invest in any mortgage loarst fre subordinate to any mortgage or equity istayethe Advisor, any director, offic
or any of their affiliates.

We will not invest in subordinated secured indebts$ except where the amount of total indebtedsessred by that property does
exceed 80% of the appraised value of such propertgddition, the value of all such investmentsshswn on our books in accordance
accounting principles generally accepted in thetéthBtates of America, after all reasonable reseoue before provision for depreciation,
not exceed 25% of our total assets.




Investment in Securities

We may invest in equity securities of another gntther than our operating partnership or a wholsned subsidiary, only if a majority
our directors, including a majority of the indepentdirectors not otherwise interested in suchstation, approve the transaction as being
competitive, commercially reasonable and consistétit our investment objectives. Our objectiveslwiklude the opportunity to obtair
100% return on our investment in these securitdés.may also invest in community facility distriadfds. We will limit this type of investme
to no more than 25% of our total assets, subjecettain tests for REIT qualification. Investmeimsentities affiliated with the Advisor, a
officer, director or affiliates must be approvedéaynajority of our independent directors. We maschase our own securities when traded
secondary market or on a national securities exgdhan national market system, if a majority of thieectors determine such purchase to |
our best interests (in addition to repurchases npagisuant to our 2007 equity incentive plan which subject to right of first refusal ug
transfer by plan participants). We may in the fatacquire some, all or substantially all of theusiies or assets of other REITs or sin
entities where that investment would be consistétit our investment policies and the REIT qualifioa requirements. We do not anticif
investing in the securities of other entities foe tpurpose of exercising control over that entity.any event, we do not intend that
investments in securities will require us to regises an “investment companyhder the Investment Company Act, and we intendives
securities before any such registration would logiired.

We do not intend to engage in trading, underwritingency distribution or sales of securities ofeotissuers. We would consider
investment in the securities of another firm tls&ahot in the real estate business, but whose wnidgrassets consist of significant real et
holdings.

Joint Ventures

We may invest in limited partnerships, general mnhips and other joint venture arrangements uofitier real estate entities formed
sponsored by or affiliated with the Advisor or dfiliate of the Advisor, if a majority of our indgmdent directors who are not othery
interested in the transaction approve the trarmaets being fair and reasonable to us and our lstdadérs and on substantially the same t
and conditions as those received by the other joémturers. We may also invest with nonaffiliatéird parties by following the gene
procedures to obtain approval of an acquisition.

We will invest in limited partnerships, general p@rships or other joint venture arrangements thighAdvisor and its affiliates only when:

* we are the managing member of a limited liabiliynpany or the general partner of a limited partnierand we are receiving a lar
share of the profits than our capital representhéaverall venture

» we are investing with a local operating partnershipr which we have management control therebywaligp us to exert control ov
operations and the disposition of the assets witiérventure

» we have the right of first refusal if the joint tarer wishes to sell its interest in the propeawatthird party

» there are no duplicate property management or é¢lesr anc

» the investment of each entity is on substantidlysame terms and conditions or on terms and ¢onslilmore favorable to u

In addition, we will have the right to enter intwrjt venture arrangements with entities unaffilibteth the Advisor and its affiliates.
Investment Policies
Decisions relating to the purchase and sale ofgrtgs are made by the investment committee ofalwisor consisting of William A.

Shopoff, the President of our Advisor, Kevin Bridgéhe Chief Financial Officer of our Advisor, Edwd-itzpatrick, the Executive Vice
President of our Advisor, and Tim McSunas, the €lmeestment Officer of our Advisor. The investme&ammittee is subject to oversight by
our board of directors, but has discretion withpees to the selection of specific properties. Osmlected, the investments must be approved by
a majority of our board of directors, including ajority of the independent directors, as being daid reasonable to us and consistent with our

investment objectives. If our board approves amaequisition, then our Advisor is directed to acgthe property on our behalf, if such
acquisition can be completed on terms approvedhéypbard.




We continue to focus on acquiring properties pritman California, Nevada, Arizona, Hawaii and Texd hese states are the primary
targets for acquisitions and will consist of appnaately 75% of our portfolio. We expect that prdpes located outside of these states,
particularly properties not located in the westdnited States, would comprise approximately 25%uwfportfolio. If we invest in any
properties outside of this targeted geographic, a@eh properties must have the potential to baihggher return than in the states we have
named in order to compensate for the lack of prayito our headquarters. We always seek to opénatearkets in which members of our
board of directors and our advisor have directraoent experience. In the case of outlying manketsvould likely seek a local partner in the
investment in a joint venture arrangement.

We are not specifically limited in the number azesof properties we may acquire. We generally ddiitend to invest more than 20% of
the funds raised in our offering in any one propeatthough we may do so with the approval of aarj of our board of directors. The
number and mix of properties we acquire depends upal estate and market conditions and other mistances existing at the time we are
acquiring our properties and the funds availabtesteh acquisitions. The sheltering from tax obime from other sources is not our objective.

We will not close the purchase of any property salend until we obtain an environmental assessraeninimum of Phase | review, for
each property purchased and are generally satiafifxthe environmental status of the propertydeermined by Shopoff Advisors.

In determining whether to purchase a particulaperty, we may, in accordance with customary ingugtactice, obtain an option on
such property exercisable within two to five yedrse amount paid for an option, if any, is normédiyfeited if the property is not purchased,
and is normally credited against the purchase [frite property is purchased. Generally, this &ilbw us to make a substantially higher re
on our capital in exchange for bearing the riskiéxercised options. In such cases, we would rexddémorandum of Option on the title.

Other investment policies, deviations from whichuiee our board of directors’ approval, are asciol:

. We will not repurchase or otherwise reacquire tiaras or other securities, except (i) in the cishares issued under ¢
2007 equity incentive plan which are subject ttigf first refusal upon transfer by plan participg and (ii) when and if
shares of our common stock are traded on a segonaaket or on a national securities exchange tomal market
system, if a majority of the directors determinetspurchase to be in our best intere

. We will not issue our shares on a deferred payrbasis or other similar arrangement.

. We will not invest in the securities of other issufor the purpose of exercising control.

. We will not engage in underwriting or the agencstiifbution of securities issued by others.

. We do not intend to make distributions-in-kind, eptfor: (a) distributions of beneficial interegtsa liquidating trust

established for our dissolution and the liquidatidrour assets in accordance with the terms ofvtheyland General
Corporations Law; or (b) distributions of propeptyrsuant to which our board of directors (i) adsisach stockholder of
the risks associated with direct ownership of ttapprty; (ii) offers each stockholder the electadmeceiving in-kind
property distributions; and (iii) distributes-kind property only to those stockholders who acteetdirector offer.




We anticipate that the purchase price of propertiesicquire will vary widely depending on a numbgfactors, including size and
location. In addition, the cost to us will vary bdson the amount of debt we incur in connectiom fiitancing the acquisition. It is difficult to
predict with precision the actual number of proigsrthat we will actually acquire because the pasetprices of properties varies widely and
our investment in each will vary based on the anofifeverage we use.

Financing Objectives

When we believe it is appropriate, we will borrounfis to acquire or finance properties. We may let¢éinance or increase mortgi
indebtedness by obtaining additional loans sechyedelected properties, if favorable financing terane available. We will use the proce
from such loans to acquire additional propertiestfie purpose of increasing our cash flow and mhog further diversification. We anticipi
that aggregate borrowings, both secured and unsgcwill not exceed 100% of all of our propertiesmbined estimated fair market values
determined at the end of each calendar year. litianldwe anticipate that no property will be endered by indebtedness or financec
unsecured indebtedness in excess of 80% of itsatsd fair market value. Our board of directord veiliew our aggregate borrowings at I
quarterly to ensure that such borrowings are resdslenin relation to the aggregate value of our resthte assets. We may also il
indebtedness to finance improvements to propediek if necessary, for working capital needs antdomeet the distribution requireme
applicable to REITs under the federal income tasla

When incurring secured debt, we generally intenéhtwr only nonrecourse indebtedness, which melasthe lenderstights upon ot
default generally will be limited to foreclosure thve property that secured the obligation. If weuinmortgage indebtedness, we will ende
to obtain level payment financing, meaning thataheount of debt service payable would be substinttze same each year, although s
mortgages are likely to provide for one large pagtmend we may incur floating or adjustable rateaficing when our board of direct
determines it to be in our best interest.

Our board of directors controls our policies widspect to borrowing and may change such policigsowi stockholder approval.
Distribution Policy

Because we expect that the majority of the propenve acquire will not generate any operating ¢st, the timing and amount of a
dividends paid will be largely dependent upon thie ®f our properties. Accordingly, it is uncertamto when, if ever, dividends will be paid.

In order to qualify as a REIT for federal incom& taurposes, among other things, we must distribath taxable year at least 90% of
taxable income, other than net capital gain. Waatdntend to maintain cash reserves to fund distions to stockholders.

We will have a policy of avoiding, to the extentsgible, the fluctuations in distributions that ntighsult if distribution payments were ba
on actual cash received during the distributionqeerTo implement this policy, we may use cash ik during prior periods or cash recei
subsequent to the distribution period and priotht® payment date for such distribution, to pay afinad distributions consistent with -
distribution level established from time to time dayr board of directors. Our ability to maintairistbolicy will depend upon the availability
cash flow and applicable requirements for qualifacaas a REIT under the federal income tax lawser&fore, we cannot assure you that t
will be cash flow available to pay distributions thiat distributions will not fluctuate. If cash abadle for distribution is insufficient to pi
distributions to you as a stockholder, we may obthe necessary funds by borrowing, issuing newrééges and/or selling assets. Th
methods of obtaining funds could affect future rtsitions by increasing operating costs.




To the extent that distributions to our stockhaddare made and are made out of our current or adated earnings and profits, such
distributions will be taxable as ordinary divideindome. To the extent that distributions exceedaourent and accumulated earnings and
profits, such amounts will constitute a return apital to our stockholders for federal income taxgoses, to the extent of their basis in their
stock, and thereafter will constitute capital gddistributions to our shareholders could also dtutst capital gains if we recognize capital gain
income.

Quarterly distributions will be calculated with Harecord and distribution declaration dates. Hogrewur board of directors could not |
distributions or could, if made, at any time, elerpay distributions annually to reduce administeacosts. It is our general policy, subjec
applicable REIT rules, to reinvest proceeds from ghle, financing, refinancing or other dispositidrour properties through the purchas
additional properties, although we cannot assutetlyat we will be able to do so.

Tax Policy

We plan to elect to be taxed as a REIT under Sex#®56 through 860 of the Internal Revenue Cod&d86, as amended (the “Cogle”
beginning with our taxable year ended Decembef312.

Economic Dependency

We are dependent on the Advisor for certain sesvibat are essential to us, including the idemtifon, evaluation, negotiation, purch
and disposition of properties and other investmethis management of the daily operations of our estate portfolio; and other general
administrative responsibilities. In the event thiz# Advisor is unable to provide the respectiverises, we will be required to obtain s
services from other sources.

General Competitive Conditions

We will encounter certain conditions related to tharkets we select for investments. Real estagengrally a local market although th
local markets can be impacted by maeomnomic conditions (interest rates, employmentvgiicates, consumer confidence, national polit
The success of our projects is impacted by ouitgld gauge regional economic conditions and seelopportunities where gaps in the ma
exist.

We are also subject to competition from other fiseeking to do business within the same markeeniimong our competition are pens
funds and those firms funded by pension funds, dtment banking businesses that committed capitahito business line, privately hi
investment firms based both locally and regionadiyd homebuilders and developers that have sufficesources to hold land for lotgrr
investment. As the lead time for our investmentantturity is lengthy, we will have to analyze anwjpct future demand in addition
accounting for other competition in the same invmestt area. As there are numerous competitors ih ezarket with potentially simil;
business plans, the presence of this localized etitigm could adversely impact our investment nesur

The markets we select for investment as well ascthrapetition within these markets could be impadigdcapital markets and t
availability of funds from these capital sourceshéther we are purchasing an investment or sellinigneestment that we have held for a pe
of time, our ability to purchase at a price whiciti provide us the best opportunity for lortgrm appreciation or to sell an investment at ae
which will take advantage of the investment’s |degn appreciation will depend on the availabiliycapital at the time the purchasing
selling is taking place.

Employees

We have no direct employees. The employees of theisAr and its affiliates provide management, asitjon, advisory and certe
administrative services for us.

Compliance with Federal, State, and Local Law

Many laws and governmental regulations are appicat our operational plan and changes in these lamd regulations, or th
interpretation by agencies and the courts, ocaguently.




Costs of Government Environmental Regulation andafe Litigation. As a result of environmental laws and regalaiwe may k
liable for the costs of removal or remediation eftain hazardous or toxic substances on propenéescquire. These laws could imp
liability without regard to whether we are resptsifor the presence or release of the hazardousriaa. Government investigations
remediation actions may have substantial costsfamg@resence of hazardous substances on a praperty result in personal injury or simi
claims by private plaintiffs. Various laws also ioge liability on persons who arrange for the digpas treatment of hazardous or tc
substances for the cost of removal or remediatfdme@ardous substances at the disposal or treafiality. These laws often impose liabil
whether or not the person arranging for the dispegar owned or operated the disposal facilitywd become the owner of the propert
issue, we may be considered to have arrangedéatiiposal or treatment of hazardous or toxic sulgsts.

Costs of Compliance with the Americans with Disab# Act. Under the Americans with Disabilities Act 90 (the “ADA"), all
public accommodations must meet federal requiresnémt access and use by disabled persons. Altheughprimary business focus
undeveloped land, we may, at times, acquire prigsethat require compliance with the ADA. If we ag such properties we may in
additional costs in connection with the ADA. Addital federal, state and local laws also may rechiae we modify properties we acquire
restrict our ability to renovate these propertdManagement cannot predict the cost of compliantle thie ADA or other legislation. If we inc
substantial costs to comply with the ADA or anyeastlegislation, our financial condition, resultsagerations, cash flow and ability to sat
our debt service obligations and pay distributicosld be adversely affected.

Use of Hazardous Substances by Tenantdf we lease property, some of our tenants imenydle hazardous substances and wastes
leased premises as part of their routine operatiBnsironmental laws and regulations subject thtesants, and potentially us, to liabi
resulting from such activities. We would requiredats, in their leases, to comply with these emvirental laws and regulations anc
indemnify us for any related liabilities.

Other Federal, State and Local Regulations Properties we acquire are subject to varioederfal, state and local regulat
requirements, such as state and local fire andshfety requirements. If we fail to comply with $kevarious requirements, we might ir
governmental fines or private damage awards. Ifmegee required to make significant expenditures urggplicable regulations, our financ
condition, results of operations, cash flow anditgttio satisfy any debt service obligations angé&y distributions could be adversely affected.

Investment Company Act

We intend to operate in such a manner that wenatllbe subject to regulation under the Investmemh@any Act. In order to maintain
our exemption from regulation under the Investnm@otnpany Act, we must comply with technical and ctampules and regulations.

Specifically, in order to maintain our exemptioorfr regulation as an investment company under thestment Company Act, we inte
to engage primarily in the business of investingterests in real estate.

In order to avoid coming within the applicationtbé Investment Company Act either as a companygayprimarily in investing in
interests in real estate or under another exemfrtion the Investment Company Act, the investmemmittee of our advisor may be required
to impose limitations on our investment activitiBsparticular, the investment committee of ouriadwmay limit the percentage of our assets
that falls into certain categories specified in timeestment Company Act, which could result in o&ding assets we otherwise might desire to
sell and selling assets we otherwise might wisfetain. In addition, we may have to acquire addaicassets that we might not otherwise have
acquired or be forced to forego investments thatwyeld otherwise want to acquire and that couldniggortant to our investment strategy. On
a limited basis, we may invest in preferred egeégurities and mortgage loans. The investment ctieendf our advisor will monitor such
investments to ensure continued compliance withaymaore exemptions from investment company stataier the Investment Company Act
and, depending on the particular characteristithage investments and our overall portfolio, tneestment committee of our advisor may be
required to limit the percentage of our assetsasgmted by preferred equity securities or mortdages.
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If for any reason we were required to registerragigestment company, we would have to comply w&itrariety of substantive
requirements under the Investment Company Act iimgosimong other things:

« limitations on capital structure;
« restrictions on specified investmer
- prohibitions on transactions with affiliates; and

« compliance with reporting, record keeping, votipgyxy disclosures and other rules and regulatibaswould significantly
change our operation

Available Information

Access to copies of our annual reports on Form 1Quérterly reports on Form 1Q; and other filings with the SEC, including ame reahrte
to such filings are available via a link ttp:/ / www.sec.gown our website atvww.shopoffpropertiestrust.coas soon as reasona
practicable after such materials are electronidikyl with the SEC. They are also available fanping by any stockholder upon request.
maintain our own website and have an address &gphtene number separate from the Advisor. Our Axigsprincipal executive offices ¢
located at 2 Park Plaza Suite 700, Irvine, Califlo82614 and its telephone number is (877) 874-7348
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ITEM 1A. RISK FACTORS

Following are some of the risks and uncertaintileat tcould cause our actual results to differ matllyi from those presented in ¢
forward-looking statements. The risks and uncertaintierilesd below are not the only ones we face but glorasent those risks a
uncertainties that we believe are material to usldifional risks and uncertainties not presently wmoto us or that we currently de
immaterial may also harm our business.

Risks Related to Our Business

At the close of our offering we had raised $18,4880 in common stock sales including shares issueatr Sponsor. We have investe
majority of these funds in real estate and real &st related investments, significantly reducing fds available for operations. Unless
can generate additional cash flow, we may not béeaio meet our liquidity requirements successfully.

We intend to create and preserve cash flow fromréhructuring of due dates on existing loans, segwappropriate longer-term debt, or
funding via joint venture relationships with reatae private equity firms and hedge funds thaeravinterest in our investment space; such
firms would purchase a portion of existing Compaggl estate assets in exchange for cash. Althowgbannot predict our level of success or
timing from these endeavors at this time, theselitimms raise concerns about our ability to congito meet our liquidity requirements for the
foreseeable future. Management believes that (@xension of the maturity date of the Desert M&states Company note payable is possible
as the lender has extended the maturity date ®htbtie on two previous occasions (see Note 5 afithes to consolidated financial statemer
(ii) an extension of the maturity date of the setben on the Vantage Point property is possiblenasagement successfully negotiated witt
lender during the Company'’s acquisition of the \aget Point property, (i) lending sources for lasets have become more available
although the cost of funds could be high, and &iv¢capitalization whereby a third-party capitairse would take partial ownership of existing
Company assets in a joint venture arrangementéhange for cash is possible as discussions haweredcwith several real estate private
equity firms who have indicated interest in takanpartial ownership position with existing Compasgets. As a result of (i), (ii), (iii), and (iv)
above, we believe we will have sufficient funds tioe operation of the Company for the near futlir@), (ii), (iii), and (iv) discussed above do
not happen, we may need to consider alternativeieok or we may need to cease operations. SeelNuftéhe notes to consolidated financial
statements.

We and the Advisor are relatively new companieshwitlatively limited operating histories, and we maot be able to operate successfully.
We and the Advisor were formed in 2006 and solelgdannection with our public offering. Accordinglye have relatively limited operati

histories. You should not rely upon the past penfmce of other real estate investment programsssped by the Sponsor to predict our fu
results. Additionally, ours is the only public coamy that our officers, the Advisor, our other &dfiés or their respective employees t
operated and is the only entity we have operatddhwiiias elected to be taxed as a REIT. You shaartdider our prospects in light of the ris
uncertainties and difficulties frequently encouatkby companies that are, like us, in their eadgeas as an active company. To be succe
we must, among other things:

« identify and acquire investments that further swestment strategie

 increase awareness of the Shopoff name withinnxesiment products marki

« attract, integrate, motivate and retain qualifiedspnnel to manage our -to-day operations

« respond to competition for our targeted real egtatperties and other real es-related investments as well as for potential inwesir
our shares; an

« build and expand our operations structure to supparbusiness
Our failure, or the Advisos failure, to operate successfully or profitablyulcbhave a material adverse effect on our abilitygenerat

operating cash flow to make distributions to ourckholders and could cause you to lose all or @goof your investment in our shares
common stock.
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Our investments may differ from prior programs spsored by the Sponsor, and therefore the past perfance of those programs may t
be indicative of our future results.

The past performance of investment programs spedduy the Sponsor may not be indicative of ourrinesults, and we may not be ¢
to successfully implement and operate our busingbgh is different in a number of respects frone thperations of those programs.
returns to our stockholders depend in part on the of products in which we invest, the stage ofdstment and our place in the caj
structure for our investments. Our portfolio maynoay not mirror in any way the portfolios of thagorprograms sponsored by the Spor
and accordingly returns to our stockholders wiltywf&om those generated by such programs. WhileSphensor has experience in mana
real estate portfolios, the Sponsor, the Advisod &s affiliates have much more limited experieirt®perating a REIT or a publiclyfferec
investment program. As a result of all these fagtgou should not assume that you will experiereterns, if any, comparable to th
experienced by investors in the prior programs sped by the Sponsor and its affiliates.

Payment of fees, distributions and expense reimlaments to the Advisor and its affiliates wikduce cash available for investment and
distribution to our stockholders.

The Advisor and its affiliates perform services figrin connection with the offer and sale of owarsl, the management of our investments,
and administrative and other services. The Advis@aid acquisition and advisory fees, an assetagement fee and a disposition fee, as
determined by our board of directors, for thesgises pursuant to the Advisory Agreement betweeanasthe Advisor. In addition,
distributions may be payable to the Advisor pursuarthe subordinated participation interest itdsoih the Operating Partnership upon a
distribution of distributable cash to our stockteslsl the listing of our shares or the terminatibthe Advisor as our advisor. In addition, the
Advisor and its affiliates provide administrativergices to us for which it is reimbursed at coste3e fees, distributions and expense
reimbursements are substantial and reduce the droboash available for investment and distributiorour stockholders.

We may suffer from delays in locating suitable irstenents, which could reduce oability to make distributions, if any, to our stobklders
and reduce the return on your investment.

We rely on the investment committee of the Advigpidentify and negotiate the terms of acquisitiohseal estate and real estaédatec
investments we make. There can be no assurancththatvestment committee of the Advisor will bdeato continue to identify or negotii
acceptable terms for the acquisition of, or make estaterelated investments with respect to, real estaerieets our investment criteria
that we will be able to acquire such real estatenake such real estatelated investments on terms favorable to us @llafAny delays w
encounter in identifying and negotiating acquisif®f real estate and real estegiated investments could reduce your returns amability tc
make distributions to our stockholders.

We acquire, entitle and hold properties as longftemvestments. Accordinglyou may not realize a return on your investment fgears, i
at all.

Our business strategy is primarily to acquire,tentind hold vacant undeveloped real estate. Widlenay on occasion invest in propet
that produce operating income, the majority of puaperties do not produce income and, accordirditributions to stockholders are expe:
to be made at the time when our undeveloped priegaate sold or refinanced. The entitlement prooesg take two or more years and we
continue to hold the property after the entitlersearte completed, depending upon market conditidosordingly, it will be a period of yee
before you earn any return on your investment, #lla

We may not have sufficient funds to pay dividend®pto the sale of properties we acquire or aftigre sale of properties we acquire.

Our directors will determine the amount and timofgcash dividends to our stockholders based on nfaciprs, including the amount
funds available for distribution, our financial abtion, requirements we must meet to qualify totleed as a REIT, whether to reinves
distribute such funds, capital expenditure andrieseequirements and general operational requiresn@iime amount of funds available
distribution will be affected by (i) our ability tmlentify and make real estate or real estatated investments, (ii) the amount of the ret
upon the sale of those real estate or real esttated investments we make, and (iii) our opegagmpense levels, as well as many ¢
variables. We may never have sufficient funds kavwalis to pay dividends or to meet other finanoialigations and, if we do pay dividends,
may not be able to maintain or increase such dinvde
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We are uncertain of our sources of debt and/or eyufinancing to fund future capital needs. If we are not able to locate sourc#
funding, our ability to make necessary capital imprements to our properties may be impaired or dethy

Proceeds raised were used to buy real estate, reakestate-related investments and pay varioussdied expenses. In addition, once we
elect REIT status, in order to, to maintain our REfatus, we generally must distribute to our shadtters at least 90% of our taxable income
each year, excluding capital gains. Because ofdistsibution requirement, it is not likely that wéll be able to fund a significant portion of
our future capital needs from retained earnings.hatee not identified any specific sources of det#auity for future funding, and we cannot
assure you that such sources of funding will bélalvie to us on favorable terms or at all. If werds have access to sufficient funding in the
future, we may not be able to make necessary t¢apiprovements to our properties, pay other expgosexpand our business.

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

Our success depends to a significant degree ugocottitinued contributions of certain key personimeluding William A. Shopoff,
Edward Fitzpatrick, Kevin Bridges and Tim McSunaach of whom would be difficult to replace. Noneoaf key personnel are currently
subject to employment agreements with us. Althongtpurchased key man life insurance to cover ttimnsand replacement costs for certain
of our key executive officers, if any of our keyrpennel were to cease employment with us, our ¢ipgreesults could suffer. We also believe
that our future success depends, in large part) opo ability, and the ability of the Advisor, tttract and retain highly skilled managerial,
operational and marketing personnel. Competitiorsfeh personnel is intense, and we cannot assuréhgt we or the Advisor will be
successful in attracting and retaining such persbnn

Our success is dependent on the performance ofAkeisor as well as key employees of the Advisor.

Our ability to achieve our investment objectived &mpay dividends is dependent upon the performaifithe Advisor and its key
employees in the management of our investment®perhtion of our day-to-day activities. You willh&ano opportunity to evaluate the terms
of transactions or other economic or financial datacerning the properties we may acquire in theréu We rely entirely on the management
ability of the Advisor, subject to the oversightamfr board of directors. The Advisor is not reqdite provide any specific or dedicated
personnel to managing our business, nor is it requb dedicate any specific amount of time tolmusiness. If the Advisor suffers or is
distracted by adverse financial or operational [@wis in connection with its operations unrelateddpthe Advisor may be unable to allocate
time and/or resources to our operations. If theigalvis unable to allocate sufficient resourcesversee and perform our operations for any
reason, we may be unable to achieve our investoigattives or to pay dividends to our stockholders.

Terrorist attacks and other acts of violence or waiay affect the markets in which we operate, oureagtions and our profitability.

Terrorist attacks may negatively affect our operaiand your investment in our shares. We cansor@you that there will not be further
terrorist attacks against the United States orddinBtates businesses. These attacks or armedctoniky directly impact the value of our
properties through damage, destruction, loss amaéoeased security costs. Risks associated witbnpial acts of terrorism could sharply
increase the premiums we pay for insurance coveaggmst property and casualty claims. We do rtehith to obtain insurance that specific
covers against losses arising from terrorism uniegsgired by our lenders. As a result, we may sufféensured losses as a result of terrorisr
in cases where we are required to obtain terromsorance, such insurance may not be sufficienbt@r loss for damages to our properties as
a result of terrorist attacks.

More generally, terrorist attacks, war or politigadtability could result in increased volatility,ior damage to, the United States and

worldwide financial markets and economy, which dolohve a material adverse effect on our opera#rglts and financial condition, as well
as our ability to pay dividends to our stockholders
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Our results of operations, our ability to pay digiutions to our stockholders and our ability to giese of our investments are subjec
general economic and regulatory factors we cannottrol or predict.

Our results of operations are subject to the rigkes national economic slowdown or disruption, ottleanges in national or local econot
conditions and changes in tax, real estate, enwiemttal or zoning laws. The following factors mafeaf income from our real estate and real
estate-related investments, our ability to dispfseal estate and real estate-related investmantsyields from our real estate and real estate-
related investments:

* Increases in supply of competing properties andéareases in demand for our properties may impaatesults:
» Changes in interest rates and availability of diefaincing could render the sale of properties diifffi or unattractive
« Increased insurance premiums, real estate tax@sengy or other expenses may reduce funds avafiabtistribution.

Some or all of the foregoing factors may affect theirns we receive from our investments, our tesod operations, our ability to p
dividends to our stockholders and/or our abilitylispose of our investments.

Depressed real estate prices in the markets in Wwhiee own and intend to acquire the majority of oproperties may adversely impact «
business.

The severe economic downturn has disproportionatghacted real estate prices in the states of Adz€alifornia, Colorado and Nevada
where we have acquired our real estate assets ade raal estate related investments. While theedepd real estate prices and excess
inventories resulting from this downturn may reprgsgreater opportunities for us to acquire retdtesassets at a reduced cost compared to
historical values, it may also mean that we mayeftavhold our real estate assets and real estatedénvestments for a longer period of time
or sell or otherwise dispose of our real estatetasnd real estate-related investments at aitoesgler to attain our investment objectives, both
long and short term, which may adversely affectratrincome, capital and business, generally, disase/our investment.

Difficult conditions in the financial markets andie economy generally have made raising capital mdiicult for us and may make th
successful implementation of our business plan mdi#icult.

Although there are indications that an economiovecy in the United States is underway, the nabfitee recovery in the economic, cre
and financial markets remains uncertain, and thanebe no assurance that market conditions willicoa to improve in the near future or that
our results will not continue to be materially aatlersely affected. Disruptions, uncertainty omutitity in the capital and credit markets may
limit our access to the capital we need to growhnsginess and successfully implement our business pWe raised approximately $18 milli
in our $200 million initial public offering, whicended August 29, 2010. We currently have limitegdiification in terms of the number of
investments owned, the geographic regions in whighinvestments are located, and the types of tmarsts we have made. Your investment
in our shares is subject to greater risk to therehat we lack a diversified portfolio of invegnts. In such event, the likelihood of our
profitability being significantly affected by thegormance of any one of our investments will irmse

There is currently no public market for our sharesf common stock. Therefore, it will likely be diffult for you to sell your shares and,
you are able to sell your shares, you may havedlh them at a substantial discount from the pricewy paid.

There currently is no public market for our shasEsommon stock. We do not expect a public mar&eblir stock to develop prior to the
listing of our shares on a national securities exgfe, which we do not expect to occur in the nagaré and which may not occur at all.
Additionally, our charter contains restrictionstbe ownership and transfer of our shares, and ttestgctions may inhibit your ability to sell
your shares. If you are able to sell your shares,may only be able to sell them at a substanigalodint from the price you paid. This may
the result, in part, of the fact that availabledamave been reduced to pay organizational andrggfexpenses and acquisition and advisory
fees and other expenses. Unless our aggregatdrimems increase in value to compensate for up fiesrg and expenses, which may not occur,
it is unlikely that you will be able to sell younares without incurring a substantial loss. We camassure you that your shares will ever
appreciate in value to equal the price you paid/ar shares. Shares in our initial public offerimgre sold at $9.50 per share. On February 20,
2012, the Company’s board of directors approvedsachestimated value per share of the Commaogmmon stock of $6.56 and a fully dilu
estimated value per share of the Company’s comnumk ®f $6.24. Our stockholders should considemilnehase of our shares of common
stock as an illiquid and long-term investment. Youst be prepared to hold your shares for an indefiength of time.
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The estimated per share value of our common stoeketmined by our board of directors is subject &rtain limitations and qualifications
and may not reflect the amount an investor wouldtain if such investor tried to sell his/her/its shes or if we liquidated our assets.

On February 20, 2012, our board of directors apgdav basic estimated value per share of the Congaammon stock of $6.56 and
a fully diluted estimated value per share of thenpany’s common stock of $6.24. The valuation metiogly was based upon a number of
estimates and assumptions that may not be acauratemplete. Different parties with different asqitions and estimates could derive a
different estimated value per share. Accordinglighwespect to the estimated value per share, tmepany can give no assurance that (i) a
stockholder would be able to resell his or her abait this estimated value; (ii) a stockholder @autimately realize distributions per share
equal to the Company’s estimated value per shawa liguidation of the Company’s assets and settitgrogits liabilities or a sale of the
Company; (iii) the Company’s shares of common st@okld trade at the estimated value per sharermtianal securities exchange; (iv) an
independent third-party appraiser or other thirdypaaluation firm would agree with the Company&imated value per share; or (v) the
methodology used to estimate the Company’s valushere would be acceptable to the Financial Imguégulatory Authority or for
compliance with Employee Retirement Income Secukit/reporting requirements. The value of the Conyfmshares will fluctuate over time
in response to developments related to individeséts in the portfolio and the management of thgsets and in response to the real estat
finance markets.

Our shareholders will be unable to evaluate the nmem in which the net proceeds are invested and gm®nomic merits of projects prior
investment.

Our shareholders will not have the opportunity\aleate the transaction terms or other financialgerational data concerning our real
estate and real estate-related investments. Yot nelyon the investment committee of the Advismevaluate our investment opportunities,
and the investment committee of the Advisor mayhb®oable to achieve our investment objectives, male unwise decisions or may make
decisions that are not in our best interest becafisenflicts of interest. Further, we cannot assywu that acquisitions of real estate or real
estate-related investments made by the Advisorpratiuce a return on our investment or will gereeeaty operating cash flow to enable us to
make distributions to our stockholders.

As we were unable to raise substantial funds in affering, we are limited in the number and type isivestments we may make, which \
result in a less diversified portfolio.

As we were unable to raise substantially more tharminimum offering amount, we have limited divécation in terms of the number of
investments owned, the geographic regions in whighinvestments are located and the types of invests that we have made. Your
investment in our shares is subject to greaterasswe lack a diversified portfolio of investmeridsie to our lack of a diversified portfolio of
investments, the likelihood of our profitabilityibg significantly affected by the performance of@me of our investments has increased. In
addition, as we were unable to raise substantiatiye than the minimum offering amount, the valugafr shares have declined, because the
payment of fees and expenses to the Advisor araffilsites, and the operating expenses of the Rige absorbed a greater percentage of the
aggregate amount of funds raised, resulting imeetamount of funds remaining for investments &l estate.

The board of directors has significant discretion modify or expand our investment objectives andiges without shareholder approval.
Subject to the limitations in our charter, our by$sand the Maryland General Corporation Law, or MG@&ur powers will be exercised by
or under the authority of, and our business arairaffvill be controlled by, the board of directoFfie board of directors has the right and pc

to establish policies concerning our investmentkstae right, power and obligation to monitor ouogadures, investment operations and
performance.
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In general, our charter can be amended if apprbyetie affirmative vote of a majority of the outstiing shares of our common stock, but
the board of directors has the exclusive powenteral or repeal the bylaws and to make new bylaws.

Within the express restrictions and prohibition®of bylaws, our charter and applicable law, thardof directors has significant
discretion to modify our investment objectives auaticies. We have no present intention to modify ahour investment objectives and
policies, and it is anticipated that any modifioativould occur only if business and economic fecadfecting us made our stated investment
objectives and policies unworkable or imprudent.

Thus, while this annual report on Form 10-K aceelgeénd fully discloses our current investment otijes and policies, prospective
stockholders must be aware that the board of direcacting consistently with our organizationataiments, applicable law and their fiduciary
obligations, may elect to modify or expand our ohjees and policies from time to time. Any actionthe board of directors would be based
upon the best interests of our stockholders. (ngksiolders will have no voting rights with respecimplementing our investment objectives
and policies, all of which are the responsibilifyoar board of directors and the investment comemitif the Advisor and may be changed at
time.

Some statessecurities laws may limit secondary trading of oasommon stock, which may restrict the states in whigou can sell you
shares.

Our shares are not registered in all states andteki®ories. You may not be able to resell tharek in certain states and U.S. territories
unless the shares of our common stock are registaréer the applicable securities laws of the glictson or there is confirmation that an
exemption from registration is available for secanydrading in such jurisdiction. If we are notistgred or qualified or subject to an
exemption for the secondary trading of, our commstmek in any particular jurisdiction, the sharesafnmon stock could not be offered or ¢
to, or purchased by, a resident of that jurisdictio addition, resales of shares registered utigesecurities laws of the State of California are
subject to the approval of the California Commissioof Corporations, subject to certain exceptions.

Risks Related to Investments in Real Estate
Uncertainties in the entittement process may resulincreased costs and risks of ownership of themperties.

We have invested a substantial portion of the grdseavailable for investment in undeveloped re@tesind in the entitlement of such |
estate. For those properties, we are subjectks redating to uncertainties associated with ertignts, environmental risks, and other
mandates/concerns of governmental entities andfonwnity groups and our ability to control entitiemh costs and/or to develop the land in
conformity with plans, specifications and timetablé/hile we generally expect at least a 2-yeatlentent process for the undeveloped real
estate properties we acquire, delays in completfdhe entitlement process beyond the expected pien@d could result in increased costs of a
project and/or loss of our investment. Furthermar@must rely upon projections of expenses andhastis of the fair market value of property
upon completion of the entitlement process wherrdg@hing a price to be paid for the property attthee of its acquisition. If our projections
are inaccurate, we may pay too much for a propartgl,our return on our investment could suffer.

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

We intend to hold our real estate and real estdtged investments until such time as the Advilermines that a sale or other disposi
appears to be advantageous to achieve our invesbthpttives. The Advisor, subject to the oversightur board of directors, may exercise
discretion as to whether and when to sell a prgpartd we will have no obligation to sell propesteg any particular time, except upon our
liquidation if we do not list the shares by Aug@st 2017. We generally intend to hold propertiesafo extended period of time, and we cannot
predict with any certainty the various market ctiodis affecting real estate investments that wilkeat any particular time in the future.
Because of the uncertainty of market conditions iy affect the future disposition of our propestiwe cannot assure you that we will be
able to sell our properties at a profit in the fetuAdditionally, we may incur prepayment penaltrethe event we sell a property subject to a
mortgage earlier than we had planned. Accordingky extent to which you will receive cash distribns and realize potential appreciation on
our real estate investments will, among other thimg dependent upon fluctuating unpredictable etarénditions.
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We face possible liability for environmental cleapwcosts and damages for contamination related togerties we acquire, which cot
substantially increase our costs and reduce ouwiidjty and cash distributions to stockholders.

Because we own undeveloped real estate, partiaflydved residential and commercial properties,raatiestate-related investments, we
are subject to various federal, state and locafenmental laws, ordinances and regulations. Utitkese laws, ordinances and regulations, a
current or previous owner or operator of real estady be liable for the cost of remediation of mdaas or toxic substances on, under or in
such property. The costs of remediation could tstsuntial. Such laws often impose liability whetbenot the owner or operator knew of, or
was responsible for, the presence of such hazaatagsic substances. Environmental laws also mgyoise restrictions on the manner in
which property may be used or businesses may bategke and these restrictions may require subsaiaxXpenditures. Environmental laws
provide for sanctions in the event of noncompliaacd may be enforced by governmental agencies ogriain circumstances, by private
parties. Certain environmental laws and commongenciples could be used to impose liability foleigse of and exposure to hazardous
substances, including asbestos-containing mateni@the air, and third parties may seek recoyemn owners or operators of real estate for
personal injury and/or property damage associatddexposure to released hazardous substancedditioa, new or more stringent laws
and/or stricter interpretations of existing lawsikcochange the cost of compliance or liabilitied asstrictions arising out of such laws. The
of defending these claims, complying with enviromtaé regulatory requirements, conducting remediatibany contaminated property, anc
of paying personal injury claims could be substdntivhich would reduce our liquidity and cash aahlié for distribution to you. In addition,
presence of hazardous substances on a propefig &ailure to meet environmental regulatory requigats may materially impair our ability
sell a property, or to use the property as colidter borrowing.

Competition with third parties in acquiring propeads and other investments may reduce our profité#giland the return on you
investment.

We compete with many other entities engaged ingstate investment activities, including individsjadorporations, bank and insurance
company investment accounts, pension funds, otB&F & real estate limited partnerships and foréigestors, many of which have greater
resources than we do. Many of these entities mpyy esignificant competitive advantages that refoltn, among other things, a lower cost of
capital and/or enhanced operating efficienciesddition, the number of entities and the amouritinfls competing for suitable investments
may increase. As such, competition with third gartivould result in increased demand for these siaselttherefore increased prices paid for
them. If we pay higher prices for properties arfieoinvestments, our profitability will be reducadd you may experience a lower return (if
any) on your investment.

Uninsured losses relating to real estate may redyoer returns.

The Advisor will attempt to ensure that all of quoperties are adequately insured to cover cecsnalty losses; however, there are types
of losses, generally catastrophic in nature, ssdosses due to wars, acts of terrorism, earthqudlkeds, hurricanes, pollution or
environmental matters, for which we do not intem@btain insurance unless we are required to diysnortgage lenders. If any of our
properties incurs a casualty loss that is not fatlyered by insurance, the value of our assetsdoeilleduced by any such uninsured loss. In
addition, other than any reserves we may establisthave no source of funding to repair or recargstany uninsured damaged property, and
we cannot assure you that any such sources ofrfgndil be available to us for such purposes infthare. Also, to the extent we must pay
unexpectedly large amounts for uninsured lossesould suffer reduced earnings that would resuleds cash to be distributed to
stockholders. In cases where we are required bygage lenders to obtain casualty loss insurancediastrophic events, such insurance may
not be available, or may not be available at aoceasle cost, which could inhibit our ability to fince or refinance our properties.
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Risks Associated With Real Estate-Related Investmén

We may make or acquire real estate-related invegswehich include but are not limited to first ngages, second mortgages or
mezzanine loans secured, directly or indirectlyh®/same types of properties we may acquire dyreatid also preferred equity investments in
partnerships and/or limited liability companiesttbern the same types of properties that we mayieeglirectly. We will be subject to risks
associated with these real estate-related investmiacluding the material risks discussed below.

Our real estate-related investments may be impadtgdinfavorable real estate market conditions, whicould decrease their value.

If we make real estate-related investments, wehilat risk of a loss on those investments, inagidthsses as a result of defaults on
mortgage loans. These losses may be caused byenaditions beyond our control, including local atter economic conditions affecting
real estate values, interest rate levels, and ett@momic and liability risks associated with restiate. We do not know whether the values of
the property securing any real estate-related tmests we may acquire will remain at the levelsgxg on the dates we initially make such
investment. If the values of the underlying projsrtecline, our risk will increase and the valakeur interests may decrease.

Our returns on mortgage loans may be reduced byenest rate fluctuations.

If we invest in fixed-rate, long-term mortgage lsaand interest rates rise, the mortgage loans gaelld a return lower than then-current
market rates. Also, if interest rates decreasenaorigage loans are prepaid without adequate pervedtynay not be able to make new loans or
other real estate-related investments at the puslyidiigher interest rates.

Delays in liquidating defaulted real estate-relat@t/estments could reduce our investment returns.

If there are defaults under our real estate-relareglstments, we may not be able to foreclose aybtain a suitable remedy with respect to
such investments. Specifically, if there are ddgfauhder mortgage loans, we may not be able tossg®s and sell the underlying properties
quickly. The resulting time delay could reduce ¥agie of our investment. For example, an actiofoteclose on a property securing a
mortgage loan is regulated by state statutes ded amd is subject to many of the delays and exgzeollawsuits if the defendant raises
defenses or counterclaims. Additionally, in therewaf default by a mortgagor, these restrictiomspag other things, may impede our ability to
foreclose on or sell the mortgaged property oritaim proceeds sufficient to repay all amounts tdugs on the mortgage loan.

Returns on our mortgage loans may be limited by ukions.

The mortgage loans may also be subject to regulétydfederal, state and local authorities and sbgevarious laws and judicial and
administrative decisions, which may increase ostsassociated with making or acquiring mortgagadaand thereby reduce our returns. In
addition, we may determine not to make mortgagedada certain jurisdictions based on state or loegulation, which may limit our ability to
make or acquire mortgage loans that we otherwileuaeto be attractive investments.

Foreclosures create additional risks, as we woukd dubject to all of the risks of owning the propgin which we foreclose.

If we acquire property by foreclosure following defts under our mortgage loans, we will have tlenemic and liability risks inherent in
the ownership of real property.

If we liquidate prior to the maturity of our real gtaterelated investments, we may be forced to sell thosestments on unfavorable tert
or at a loss.

If we have not listed our shares on a national is#esi exchange by August 29, 2017, we will be regpito submit for a vote of our
stockholders to liquidate all of our assets anttitiste the net proceeds to our stockholders. Wy miake real estate-related investments with
terms that expire after August 29, 2017. If we beegequired to liquidate those investments prigh&r maturity, we may be forced to sell
those investments on unfavorable terms or at a kssinstance, if we are required to liquidate tgage loans at a time when prevailing
interest rates are higher than the interest rdteaah mortgage loans, we would likely sell sudmi® at a discount to their principal amount.
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Risks Associated With Debt Financing

We expect to incur mortgage and other indebtednegsich may increase our business risks and impair @bility to make distributions t
our stockholders.

We have made investments with both the net prociensour offering and debt. In addition, we hameurred mortgage debt by obtain
loans secured by some or all of our real estatemafe also borrow funds if necessary to satisfyrfggiirement that we distribute to
stockholders as dividends at least 90% of our driRB&T taxable income, or otherwise as is necessagpdvisable to assure that we maintain
our qualification as a REIT for federal income faxposes.

Although we intend not to have a debt to equitijortitat exceeds 100% of the aggregate value ofealrestate assets, incurring mortgage
debt increases our risks since defaults on indeletsisecured by a property may result in forectaations initiated by lenders and our los
the property securing the loan that is in defdtdt. tax purposes, a foreclosure of any of our pitiggewould be treated as a sale of the property
for a purchase price equal to the outstanding lsalafthe debt secured by the mortgage. If thetanudisng balance of the debt secured by the
mortgage exceeds our tax basis in the propertyyedd recognize taxable income on foreclosure vimutld not receive any cash proceeds.
may give full or partial guarantees of mortgagetdelthe entities that own our properties. Whengive a guaranty on behalf of an entity that
owns one of our properties, we will be responsiblthe lender for satisfaction of the debt if inist paid by such entity. If any mortgages
contain cross-collateralization or cross-defauttvigions, there is a risk that more than one reap@rty may be affected by a default. If any of
our properties are foreclosed upon due to a defaelimay have less cash available for distributionsur stockholders.

If mortgage debt is unavailable at reasonable rate@ge may not be able to finance or refinance theoperties, which could reduce t
number of properties we can acquire and the amouoifitash distributions we can make.

If mortgage debt is unavailable at reasonable ratesnay not be able to finance properties we wistcquire, even if such acquisition
would otherwise be in our best interests, whichldoeduce the number of properties we can acglriraddition, once we have placed
mortgage debt on properties, we run the risk afidpeinable to refinance the entire outstanding lmelance when the loans come due, or of
being unable to refinance any amount on favoraiag. In addition, if interest rates are higher mpeoperties require refinancing, we may
be able to refinance the entire outstanding lodangoa or our debt service may be higher if we dimaace the loan balance, either of which
could reduce our income from those properties addae cash available for distribution to our stad#térs.

Lenders may require us to enter into restrictivevemants relating to our operations, which could litrour ability to make distributions t
our stockholders.

In connection with obtaining debt financing, a lendould impose restrictions on us that affectatility to incur additional debt and affi
our distribution and operating policies. Loan doemts we enter into may contain customary negativemants that may limit our ability to
further mortgage the property, to discontinue ingge coverage, to replace the Advisor as our adasal/or to impose other limitations. Any
such restriction or limitation may have an adveect on our operations.

Fluctuations in interest rates could increase oukgenses, require us to sell investments and/or makaore difficult to make attractiv
investments.

We expect that a portion of our indebtedness may in¢erest at a variable rate. Accordingly, insesain interest rates would increase our
interest costs, which could have a material adveffeet on our operating cash flow and our abilitypay dividends to you. In addition, if risil
interest rates cause us to need additional capitapay indebtedness in accordance with its temwherwise, we would be required to
liquidate one or more of our investments in prapserat times which may not permit realization @& thaximum return on such investments.
Further, increases in interest rates may make imeggs in other entities more attractive than aestment in us. Conversely, decreases in
interest rates may cause the price of real estateeal estate-related investments to increass,mtaking it more difficult for us to make
otherwise attractive investments. Any of theseurirstances could reduce our profitability and oulitglio pay dividends to our stockholders.
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If we enter into financing arrangements involvingalloon payment obligations, the repayment of thellban payments may require us
enter into unfavorable refinancings and/or to diviefunds from other sources, which would reduce diends paid.

Some of our financing arrangements may requir@ usake a lump-sum or “balloon” payment at matur@ur ability to make a balloon
payment at maturity is uncertain and may dependh wouo ability to obtain additional financing or calvility to sell the property. At the time 1
balloon payment is due, we may or may not be ablefinance the balloon payment on terms as faverbthe original loan or sell the
property at a price sufficient to make the ballpayment, which could require us to incur debt ofavorable terms and/or divert funds from
other sources to make the balloon payment. Asudtrdimancing arrangements with balloon paymermtsid result in increased costs and rec
our liquidity. In addition, payments of principal@interest to service our debts may leave us w#thfficient cash to pay the distributions that
we are required to pay to maintain our qualificatics a REIT. Any of these results would have aifsaggmt, negative impact on your
investment.

The tightening of the credit markets in Arizona, G@rnia, Hawaii, Nevada, and Texas, which may camte for an indefinite period c
time, may make it increasingly difficult for us teecure financing at reasonable rates or at all, whimay limit our ability to finance c
refinance our real estate properties, reduce thenmoer of properties we can acquire, and adversefigetf your investment.

Due to the collapse of the residential sub-primetgage market and the resulting credit crisis sihlesequent increased scrutiny of the
lending industry by government regulators, andréseilting abundance of caution by lenders in evedgaand underwriting new transactions,
there has been a significant tightening of theitradrkets in Arizona, California, Hawaii, Nevadend Texas, where we have acquired the
majority of our real estate assets and real estdaited investments. The tightening in these craditkets, which may continue for an indefinite
period of time, may make it increasingly difficédtr us to secure mortgage debt at reasonable saisall, limiting the mortgage debt on real
estate properties we wish to acquire, and everciegihe number of properties we can acquire. Eveéhe event that we are able to secure
mortgage debt on, or otherwise finance, our re@ateproperties, due to increased costs assoaiatiedecuring financing and other factors
beyond our control, we run the risk of being undblesfinance the entire outstanding loan balamdeeg subject to unfavorable terms (such
as higher loan fees, interest rates and periodimpats) if we do refinance the loan balance. Eitiighese results could reduce any income
from those properties and reduce cash availabldibribution, which may adversely affect your istraent.

Risks Associated with Joint Ventures

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

In connection with the purchase of real estate aking real estate-related investments, we may émttejoint ventures with affiliated or
unaffiliated partners. In addition, we may alsoghase or develop properties in co-tenancies aret otrownership arrangements with
affiliates of the Sponsor, the sellers of the prtps, developers and/or similar persons. Thesetstres involve participation in the investment
by outsiders whose interests and rights may nthésame as ours. These joint venture partners-tgrmants may have rights to take some
actions over which we have no control and may tadt®ns contrary to our interests. For exampletjownership of an investment, under
certain circumstances, may involve risks not asgediwith direct ownership of such investment,tdahig the following:

« a partner or co-investor might have economic anatfoer business interests or goals which are uwlikacompatible with our
business interests or goals, including inconsigjeats relating to the sale of properties held jimirst venture and/or the timing of the
termination and liquidation of the ventu

« such partners or ~investors may become bankrupt and such proceedmgd have an adverse impact on the operatione
partnership or joint ventur

« we may incur liabilities as the result of actioaken by joint venture partners in which we had imead involvement; ani
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« such partners or co-investors may be in a positidake action contrary to our instructions or regf8 or contrary to our policies and
objectives or fail to take actions as we instroctin accordance with our policies and objectiviesluding our policy with respect to
qualifying and maintaining our qualification as EIR.

If we have a right of first refusal or buy/selllnigo buy out a co-venturer or partner, we may ele to finance such a buy-out if it
becomes exercisable or we may be forced to exetlvise rights at a time when it would not otherwisdn our best interest to do so. If our
interest is subject to a buy/sell right, we may mte sufficient cash, available borrowing capagcitpther capital resources to allow us to
purchase an interest of a co-venturer subjectadtly/sell right, in which case we may be forcedet our interest when we would otherwise
prefer to retain our interest. We may not be ablgell our interest in a joint venture on a timedsis or on acceptable terms if we desire to exit
the venture for any reason, particularly if ouenetst is subject to a right of first refusal of @orventurer or partner.

We may structure our joint venture relationships amanner which could limit the amount we particifgin the cash flow or appreciation
of an investment.

We may enter into joint venture agreements, th@eeic terms of which may provide for the distrilmutiof income to us otherwise thar
direct proportion to our ownership interest in jbiat venture. For example, while we and a co-vesttmay invest an equal amount of capital
in an investment, the investment may be structaceth that we have a right to priority distributiafscash flow up to a certain target return
while the co-venturer may receive a disproportielyagreater share of cash flow than we are to vecence such target return has been
achieved. This type of investment structure maultés the co-venturer receiving more of the cdskf including appreciation, of an
investment than we would receive. If we do not aataly judge the appreciation prospects of a paerdnvestment or structure the agreement
appropriately, we may incur losses on joint veniowestments and/or have limited participationha profits of a joint venture investment,
either of which could reduce our ability to maksltaistributions to our stockholders.

Risks Associated With Our Organizational Structure
Your interest in us may be diluted if we issue atitnhal shares.

Our stockholders do not have preemptive rightioshares issued by us in the future. Our chaueently authorizes the issuance of
200,000,000 shares of common stock. All such shaegsbe issued at the discretion of our board r&otiors.

Our stockholders may also experience dilution efrtequity investment in us in the event that we:
« sell additional shares in the futu

» sell securities that are convertible into sharesusfcommon stock

* issue shares of our common stock in a private ioffeio institutional investors; ¢

« issue shares of our common stock to sellers ofgutigs acquired by us in connection with an exckasfgimited partnership interests
the Operating Partnership (we have no intentiomaking such exchanges at this tirr

The limit on the number of shares a person couldromay discourage a takeover attempt.

Our charter prohibits the ownership of more th@%®of the outstanding shares of common stock byoamyinvestor. This restriction may
discourage a change of control and may deter iddats or entities from making tender offers for shares of common stock, which offers
might otherwise be financially attractive to ousckholders and/or which might cause a change immamagement. Further, this restriction r
limit the opportunity for stockholders to receiver@mium for their shares of common stock that maherwise exist if an investor attempted
to acquire in excess of 9.8% of our shares of comstock or otherwise to effect a change of corifals.
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Certain provisions of Maryland law and our chartemd bylaws could hinder, delay or prevent a chanigeontrol of our company.

invo

Certain provisions of Maryland law, our charter @l bylaws have the effect of discouraging, delgyr preventing transactions that
Ive an actual or threatened change in confrolio company. These provisions include the follogvi

Number of Directors, Board Vacancies, TernOffice.Under certain amendments to our charter which becefifective at such time a
class of our equity securities was registered utfteSecurities Exchange Act of 1934, as amendettheoExchange Act (which occurl
upon completion of our initial public offering), weave elected to be subject to certain provisidridaryland law which vest in the bos¢
of directors the exclusive right to determine thenber of directors and the exclusive right, by &ffirmative vote of a majority of tt
remaining directors, to fill vacancies on the boaven if the remaining directors do not constimguorum

Classified BoardUnder our charter, we have a classified board sgrsiaggered, fivgear terms, which may lengthen the time requir
gain control of our board of directol

Advance Notice Provisions for Stockholder NomimegtiandProposals.Our bylaws require advance written notice for stutélers ti
nominate persons for election as directors atp dring other business before, any meeting of $tolclers. This bylaw provision limits t
ability of stockholders to make nominations of pers for election as directors or to introduce ofr@posals unless we are notified
timely manner prior to the meetin

Exclusive Authority of our Board to Amend the ByaOur bylaws provide that our board of directors thes exclusive power to ado
alter or repeal any provision of the bylaws or taken new bylaws. Thus, our stockholders may note#fay changes to our bylav

Preferred StockUnder our charter, our board of directors has aitthto issue preferred stock from time to timeoime or more series a
to establish the terms, preferences and rightsyp&ach series of preferred stock, all without appt of our stockholder:

Duties of Directors with Respect to Unsolicited @akersMaryland law provides protection for Maryland corgiions against unsolicit
takeovers by limiting, among other things, the elsitof the directors in unsolicited takeover sitwadi The duties of directors of Marylz
corporations do not require them to (1) acceptpmanend or respond to any proposal by a person regeki acquire control of tl
corporation, (2) authorize the corporation to redesy rights under, or modify or render inapplieatdny stockholders rights plan,
make a determination under the Maryland Businesslfiltation Act or the Maryland Control Share Acqtigsi Act, or (4) act or fail t
act solely because of the effect of the act oufaito act may have on an acquisition or poteatguisition of control of the corporation
the amount or type of consideration that may bereft or paid to the stockholders in an acquisitioreover, under Maryland law the
of the directors of a Maryland corporation relattegor affecting an acquisition or potential acdgigs of control is not subject to a
higher duty or greater scrutiny than is appliedny other act of a director. Maryland law also edmg a statutory presumption that ar
of a director of a Maryland corporation satisfies aipplicable standards of conduct for directodeuaryland law

Ownership Limitln order to preserve our status as a REIT unde€Ctue once such status is obtained, our chartergky prohibits an
person, from beneficially or constructively owningpre than 9.8% in value or in number of shares ¢hdwer is more restrictive) of 1
aggregate of our outstanding common stock or mtaae ©.8% of the aggregate of our outstanding shadreapital stock unless our bo
of directors waives or modifies this ownership tir

Maryland Business Combination AThe Maryland Business Combination Act provides timaless exempted, a Maryland corpore
may not engage in business combinations, includieggers, dispositions of 10% or more of its asdetsiance of shares of stock
other specified transactions, with an “interestidlholder’or an affiliate of an interested stockholder famefiyears after the most rec
date on which the interested stockholder becamiatarested stockholder, and thereafter unless fpédairiteria are met. An interes!
stockholder is generally a person owning or colitrg] directly or indirectly, 10% or more of thetimg power of the outstanding stock
a Maryland corporation. Our board of directors &dspted a resolution exempting only transactiom&dsen us and our affiliates from t
statute. Therefore, the provisions of the Maryldusiness Combination Act are applicable to busingsmbinations between ¢
company and persons other than our affilie
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» Maryland Control Share Acquisition AcMaryland law provides that “control shares” of arpgmration acquired in acbntrol shar
acquisition” shall have no voting rights excepttie extent approved by a vote of tifrds of the votes eligible to be cast on the m
under the Maryland Control Share Acquisition Acohtrol sharesineans shares of stock that, if aggregated witbth#r shares of sto
previously acquired by the acquiror, would entttie acquiror to exercise voting power in electimgctors within one of the followir
ranges of the voting power: one-tenth or more s khan one-third, orthird or more but less than a majority or a mayooit more of a
voting power. A “control share acquisitionfeans the acquisition of control shares, subjecettain exceptions. If voting rights of con
shares acquired in a control share acquisitiomat@pproved at a stockholderséeting, then subject to certain conditions andéitions
the issuer may redeem any or all of the controteshéor fair value. If voting rights of such cortehares are approved at a stockholders
meeting and the acquiror becomes entitled to vateagority of the shares of stock entitled to vat#,other stockholders may exerc
appraisal rights. Our bylaws contain a provisioerapting acquisitions of our shares from the Margll&ontrol Share Acquisition A
However, our board of directors may amend our bglawthe future to repeal or modify this exemptionwhich case any control sha
of our company acquired in a control share acqaisivill be subject to the Maryland Control Sharegéisition Act.

Your investment return may be reduced if we areu@qd to register as an investment company undee thvestment Company Act.

We are not registered as an investment companyr tinelénvestment Company Act of 1940, as amendeue Were required to register
an investment company, our ability to enter intdaia transactions would be restricted by the Itwesnt Company Act. Furthermore, the costs
associated with registration as an investment compad compliance with such restrictions could Wiesgantial. In addition, registration under
and compliance with the Investment Company Act waehuire a substantial amount of time on the gfitie Advisor and its affiliates,
thereby decreasing the time they spend activelyagiag our investments. If we were required to regias an investment company but failed
to do so, we would be prohibited from engagingun lsusiness, and criminal and civil actions cowddibought against us. In addition, our
contracts would be unenforceable unless a cour veerequire enforcement, and a court could ap@ometeiver to take control of us and
liquidate our business.

Risks Related to Conflicts of Interest

We will be subject to conflicts of interest arisiagt of relationships among us, our officers, tlvi&or and its affiliates, including the
material conflicts discussed below. All referenteaffiliates of the Advisor include the Sponsodarach other affiliate of the Sponsor and the
Advisor.

We will compete with affiliates of the Advisor ihé acquisition of properties.

Affiliates of the Advisor have approximately 20 gting programs with investment objectives and sgias similar to ours (“Shopoff
Programs”), and such affiliates may sponsor orselether similar programs in the future. Thesetiexjsand future programs may own
properties located in geographical areas in whielmvay acquire properties. Therefore, we may compitkeaffiliates of the Advisor in the
purchase of properties.

If we enter into joint ventures with affiliates, wenay face conflicts of interest atisagreements with our joint venture partners thatl not
be resolved as quickly or on terms as advantagetouss as would be the case if the joint venture Hagkn negotiated at arm’ength with
an independent joint venture partner. As a reswpur returns may be decreased by us entering irdin§ ventures with affiliates othe
Advisor.

In the event that we enter into a joint venturehveihy other program sponsored or advised by thésader one of its affiliates, we may
face certain additional risks and potential cotdliof interest. For example, securities issuechkyother Shopoff Programs may never have an
active trading market. Therefore, if we were todige listed on a national securities exchange, wenmodonger have similar goals and
objectives with respect to the resale of our priggin the future. In addition, in the event thet are not listed on a securities exchange, by
August 29, 2017, our organizational documents gi®¥or an orderly liquidation of our assets upamdffirmative vote of our stockholders. In
the event of such liquidation, any joint venturéwsen us and another Shopoff Programs may be ezhjtorsell its properties at such time. Our
joint venture partners may not desire to sell ttopprties at that time. Joint ventures betweemdsagher Shopoff Programs will not have
benefit of arm’s-length negotiation of the typemaily conducted between unrelated co-venturers edtiiese joint venture agreements, none
of the coventurers may have the power to control the venptamd an impasse could be reached regarding mateigning to the joint ventur
including the timing of a liquidation, which mighave a negative impact on the joint venture andedse returns to you. Joint ventures with
other Shopoff programs would also be subject taisles associated with joint ventures with unadfiéid third parties described above.
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The Advisor and employees of the Advisor and itfiliates will face conflicts of interest relating to time managemenhda allocation o
resources, and our results of operations may suféara result of these conflicts of interest.

Affiliates of the Advisor are active in other remdtate programs having investment objectives sirtolaurs or to which they have legal
fiduciary obligations similar to those they oweumand our stockholders. Because affiliates ofAtidsor have interests in other real estate
programs and also engage in other business agtivitiey may have conflicts of interest in allavgtiheir time and resources between our
business and these other activities. During tinfiéstense activity in other programs and ventutesy may devote less time and resources to
our business than is necessary or appropriatee lAtlvisor, for any reason, is not able to prowdd#icient resources to manage our business
due to the other activities of its affiliates, duursiness will suffer as we have no other persotmpérform these services. Likewise, if the
Advisor or its affiliates suffer financial and/operational problems as a result of any of the és/of its affiliates, whether or not related to
our business, and the Advisor is unable to managéwsiness, we will have no one to manage or disjpd our investments. Conflicts with «
business and interests are most likely to arisa frivolvement in activities related to:

« the allocation of new investments among us andla#s of the Advisor
« the allocation of time and resources among us Hildtes of the Advisor

« the timing and terms of the investment in or sélaroasset

entittement or management of our properties byiatiis of the Advisor
* investments with and/or sales to and acquisitions faffiliates of the Advisor; an
» compensation to the Advisc

The Advisor will face conflicts of interest relatinto its compensatiostructure. The distribution payable to the Advisopon termination o
the Advisory Agreement may also influence decisiat®ut terminating the Advisor or our acquisitiorr @isposition of investments.

Under the Advisory Agreement between us, the Opgy&artnership and the Advisor, the Advisor hadsibordinated participation
interest in the Operating Partnership which erdtiil¢o certain fees and distributions that aracitred in a manner intended to provide
incentives to the Advisor to perform in our begsenests and in the best interests of our stockiheldéne Advisor is entitled to receive fees
including acquisition and advisory fees, asset ganmeent fees and a subordinated disposition feedBtebutions the Advisor may become
entitled to receive would be payable upon distidubf distributable cash to our stockholders, lisitng of our shares or the termination of the
Advisor as our advisor.

However, because the Advisor does not maintaigrifsiant equity interest in us and is entitledeceive substantial minimum
compensation regardless of performance, the Advistarests are not wholly aligned with those of stackholders. In that regard, the only
the Advisor receives with respect to on-going opieraand management of properties is the assetgeament fee, which is initially based on
the amount of our initial investment and not thef@enance of those investments, which could resulhe Advisor not having adequate
incentive to manage our portfolio to provide praffite operations during the period we hold our itmesits. On the other hand, the Advisor
could be motivated to recommend riskier or morecg[aive investments in order to increase the f@gsble to the Advisor or for us to
generate the specified levels of performance dribligable cash that would entitle the Advisoréed or distributions. In addition, the Advisor’
entitlement to fees upon the sale of our assetd@pdrticipate in distributable cash could regulhe Advisor recommending sales of our
investments at the earliest possible time at whaths of investments would produce the level afrretvhich would entitle the Advisor to
compensation relating to such sales, even if caatimwnership of those investments might be irbtret long-term interest of our
stockholders.
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The subordinated participation interest requires@iperating Partnership to make a distributiomé&Advisor upon termination of the
Advisory Agreement, other than a termination bypasause of a material breach of the Advisory Agesgirby the Advisor. This distribution
will not be paid if we terminate the Advisory Agreent after the listing of our shares. To avoid@perating Partnership making this
distribution, our independent directors may deeidainst terminating the Advisory Agreement priolisting our shares even if, but for the
requirement to make this distribution, terminatairihe Advisory Agreement would be in the bestriest of our stockholders. In addition, the
requirement for the Operating Partnership to mhledistribution could cause our independent dinecto make different investment or
disposition decisions than they would otherwise enak order to satisfy the Operating Partnershigfigation to the terminated advisor.

We may acquire assets from, or dispose of assetsritities managed by the Advisor or its affiliateshich could result in us entering int
transactions on less favorable terms than we wotgdeive from an unrelated party and/or that negatly affect the publics perception ¢
us.

We may acquire properties or other real estatde@lmvestments from entities which are managedffijates of the Advisor. Further, we
may also dispose of properties or other real esedéded investments to entities which are corgrblhy affiliates of the Advisor. Affiliates of
the Advisor may make substantial profits in conimectvith such transactions. Affiliates of the Adwianay owe fiduciary and/or other dutie:
the selling or purchasing entity in these transastj and conflicts of interest between us and élieng or purchasing entities could exist in s
transactions. Because our independent directorédwely on the investment committee of the Advisoidentifying and evaluating any such
transaction, these conflicts could result in tratisas based on terms that are less favorable thaimswe would receive from a third party.
Also, the existence of conflicts, regardless of hbey are resolved, might negatively affect thelisigoperception of us.

The fees we pay the Advisor under the Advisory Agnent and the distributions payable to the Advismder the partnership agreement
the Operating Partnership were not determined on arm’sdength basis and therefore may not be on the saments as those we col
negotiate with a third-party.

Our Sponsor and its affiliates have determinedéle and distributions payable to the Advisor dsaffiliates under the Advisory
Agreement and the subordinated participation istarethe Operating Partnership. As a result, tfiess and distributions cannot be viewed as
having been determined on an arm’s-length basisrendannot assure you that an unaffiliated thindypaould not be willing and able to
provide to us the same services at a lower pribe.Advisor is entitled to receive fees includinguaisition and advisory fees, asset
management fees and a subordinated dispositiof feedistributions the Advisor may become entitiedeceive would be payable upon
distribution of distributable cash to our stocktesk the listing of our shares or the terminatibthe Advisor as our advisor.

Risks Associated with Income Taxes

We will be subject to tax risks arising out of @lection to be taxed as a REIT, including the maleisks discussed below. We strongly
urge you to consult your own tax advisor concernimgeffects of federal, state and local incomdaaxon an investment in our stock or your
individual tax situation.

Failure to qualify as a REIT would reduce our neh¢ome (if any) and cash available for distributions

Manatt, Phelps & Phillips, LLP, our legal coundes rendered an opinion to us in connection withofigring that we will qualify as a
REIT, based upon our representations as to the enammvhich we are and will be owned, invest ineis®nd operate, among other things.
However, our qualification as a REIT will dependapur ability to meet, on an on-going basis, regjaents regarding our organization and
ownership, distributions of our income, the natamel diversification of our income and assets, ahdraests imposed by the Internal Revenue
Code. Manatt, Phelps & Phillips will not review azompliance with the REIT qualification standaraisam on-going basis. This means that we
may fail to satisfy the REIT requirements in theufe. Also, this opinion represents Manatt, Phé&@#hillips’ legal judgment based on the law
in effect as of the date of its issuance. Mandtel®s & Phillips’ opinion is not binding on the émhal Revenue Service or the courts. Future
legislative, judicial or administrative changedhe federal income tax laws could be applied retivaly, which could result in our
disqualification as a REIT.
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The REIT qualification requirements are complex trate is only limited guidance available regardimg interpretation of those
requirements. We are a newer entity, and our SparsbAdvisor do not have experience operating BfREhese factors may increase the
likelihood that we will fail to meet on a contingjfasis one or more of the REIT qualification reguients.

Once we obtain REIT status, if we fail to quality@aREIT for any taxable year, we will be subjectederal income tax on our taxable
income at corporate rates. In addition, we wouldegally be disqualified from treatment as a REITtfee four taxable years following the year
of losing our REIT status. Losing our REIT statuswd reduce our net earnings, if any, availablerfeestment and/or distribution to
stockholders because of the additional tax liabthiat we would incur. In addition, distributiores stockholders would no longer qualify for the
dividends paid deduction, and we would no longerdagiired to make distributions. If this occurs, migiht be required to borrow funds and/or
liquidate some investments in order to pay theiaable tax.

Even if we qualify as a REIT for federal income tgpurposes, we may be subjectdther tax liabilities that reduce our cash flow anour
ability to make distributions to you.

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

* In order to qualify as a REIT, we must distributenaally at least 90% of our REIT taxable incomeoto stockholders (which
determined without regard to the dividends paidudéidn or net capital gain). To the extent thatsatisfy the distribution requirement
distribute less than 100% of our REIT taxable inepme will be subject to federal corporate incomedn the undistributed incorr

» We will be subject to a 4% nondeductible excisedasthe amount, if any, by which distributions waypn any calendar year are less -
the sum of 85% of our ordinary income, 95% of capital gain net income and 100% of our undistriduteeome from prior year:

« If we have net income from the sale of foreclogum@perty that we hold primarily for sale to customim the ordinary course of busin
or other nonqualifying income from foreclosure ey, we must pay a tax on that income at the tggberporate income tax ra

« If we sell a property, other than foreclosure propethat we hold primarily for sale to customenstie ordinary course of business,
gain would be subject to the 10(“prohibited transactic” tax.

» Our taxable REIT subsidiaries will be subject to da their taxable incom:
Dividends payable by REITs do not qualify for theduced tax rates.

Tax legislation enacted in 2003 reduced the maxirbus federal tax rate on certain corporate diviiepaid to individuals and other non-
corporate taxpayers to 15%. This favorable taxwate scheduled to terminate at the end of 2010rateewas subsequently extended to the
end of 2012. It is uncertain whether this favorahberate will be continued beyond its schedulepiration date. Dividends paid by REITs to
these stockholders are generally not eligible iese reduced rates. Although this legislation datsdversely affect the taxation of REITs or
dividends paid by REITs, the more favorable ramgsieable to certain non-REIT corporate dividendsld cause investors to perceive
investments in REITs to be relatively less attrgcthan investments in the stocks of non-REIT cafions that pay dividends, which could
adversely affect the value of the stock of REITis|uding our stock.

To maintain our REIT status, we may be forced torbmw funds during unfavorablemarket conditions to make distributions to c
stockholders, which could increase our operatingst®and decrease the value of your investment.

To qualify as a REIT, we must distribute to ourcktmlders each year at least 90% of our REIT taxatdome (which is determined
without regard to the dividends paid deduction @trcapital gain). At times, we may not have suéfitifunds to satisfy these distribution
requirements and may need to borrow funds to maiota REIT status and avoid the payment of incameé excise taxes. These borrowing
needs could result from (1) differences in timirggvieeen the receipt of cash and inclusion of incfonéederal income tax purposes, (2) the
effect of nondeductible capital expenditures, an(@dthe creation of reserves. We may need toowofunds at times when the market
conditions are unfavorable. Such borrowings contiléase our costs and reduce the value of our constook.
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To maintain our REIT status, we may be forced tardgo attractive investmendpportunities, which could delay or hinder our afii to
meet our investment objectives and lower the retemyour investment.

To qualify as a REIT, we must satisfy tests on mfgoing basis concerning, among other things, thieces of our income, nature of our
assets and the amounts we distribute to our stédéis® We may be required to make distributionsttekholders at times when it would be
more advantageous to reinvest cash in our busoreshen we do not have funds readily availabledistribution. Compliance with the REIT
requirements may hinder our ability to operatelgade the basis of maximizing profits.

The extent of our use of taxable REIT subsidiariesy affect the value of our common stock relativethe share price of other REITSs.

We intend to conduct a portion of our businessviis through one or more taxable REIT subsid&@ree TRSs. A TRS is a fully taxable
corporation that may earn income that would nogi&ifying REIT income if earned directly by us. 1Quse of TRSs will enable us to engage
in non-REIT qualifying business activities, suchtlas sale of inventory properties. However, untierihternal Revenue Code, no more than
25% of the value of the assets of a REIT may beesgmted by securities of one or more TRSs. Thigdtion may affect our ability to increa
the size of our non-REIT qualifying operations. thermore, because the income earned by our TREbendlubject to corporate income tax
and will not be subject to the requirement to distie annually at least 90% of our REIT taxableoime to our stockholders, our use of TRSs
may cause our common stock to be valued differeghtin the shares of other REITs that do not usesTiR8ie manner in which we expect to
use them.

Even if we qualify as a REIT, we could be subjeatan excise tax on non-arm’s-length transactionstlwour taxable REIT subsidiaries.

In the event that any transaction between us an@dR&s is not conducted on an arm’s-length basscould be subject to a 100% excise
tax on such transactions. We believe that all staofsactions will be conducted on an arm’s-lengtsidy but there can be no assurance that the
Internal Revenue Service will not successfully eshthe arm’s-length nature of such transactiorikairwe will be otherwise able to avoid the
100% excise tax. Any such tax could adversely affeic overall profitability and the amounts of dilstitions to our stockholders.

We may be required to pay a penalty or may not ifyads a REIT if the value of outaxable REIT subsidiaries exceeds 25% of the vatd
our total assets at the close of any calendar geart

To qualify as a REIT, not more than 25% of the eadfi our total assets may be represented by thaiges of one or more taxable REIT
subsidiaries at the close of any calendar quastéhjéct to a 30-day “cure” period following the soof the quarter). We will monitor the value
of our investment in our TRSs in relation to ounartassets to comply with the test. There cannobbplete assurance that we will be
successful in that effort. Although we will seek® prudent in valuing our investment in our TRB8d aur other assets, there can be no
assurance that the Internal Revenue Service wiltlisagree with those determinations. In the eeéatmore than de minimis failure of the
test, we will not lose our REIT status as longipthé failure was due to reasonable cause antbnaillful neglect, (ii) we dispose of the assets
causing the failure or otherwise comply with thet t®ithin six months after the last day of the &gille quarter in which we identify such
failure, and (iii) we pay a tax equal to the greate$50,000 or 35% of the net income from the nalifying assets during the period in which
we failed to satisfy the test. If there is a mdrart de minimis failure of the test and we do néisBathe requirements described in the
preceding sentence, we would lose our REIT status.

Certain of our business activities are potentialgubject to the prohibitedransaction tax, which could reduce the return onoyr
investment.

As a REIT, we will be subject to a 100% tax on aeyincome from “prohibited transactions.” In gealgprohibited transactions are sales

or other dispositions of property to customerdim érdinary course of business. Sales by us ohtove property at the REIT level would
constitute prohibited transactions.
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For these purposes, inventory property does nbidiecforeclosure property. Examples of inventoryparty include sales to customers of
condominium units or subdivided lots in a developtrteact. The determination of whether propertinigentory property is fact-driven. Some
of the relevant factors are the number, frequemclycntinuity of sales, the duration of ownersliig level of sales activities, the types of
development activities undertaken with respech&ogroperty, the purpose for acquisition of thepprty and the reason for which the property
is held, the substantiality of sales in relatiomtioer business activities and statements by ttgateer regarding the property. There is a safe
harbor in the REIT rules exempting certain salemfthe prohibited transactions tax. In order tarbhe safe harbor, certain factual tests must
be satisfied. We will attempt to meet the safe barbquirements whenever practicable, but we cagnatantee that everyone of our sales of
real property interests will take place within ga&fe harbor.

We intend to avoid the 100% prohibited transactanby conducting activities that would be protekitransactions through one or more
TRSs. We may not, however, always be able to ifleptbperties that will become part of our “dealtiid sales business. Therefore, if we
any properties at the REIT level that we incorseirtentify as property not held for sale to custesria the ordinary course of business or that
subsequently become properties held for sale ttmeowess in the ordinary course of business, we neagubject to the 100% prohibited
transactions tax.

If the Operating Partnership, or any joint venturea which the Operating Partnership invests, faile maintain its status as a partnerst
for federal income tax purposes, its income mayduject to taxation and we may fail to satisfy tREIT asset requirements.

We intend to maintain the status of the Operatiagriership as a partnership for federal incometaposes. However, if the Internal
Revenue Service were to successfully challengsttitas of the Operating Partnership as a partrershiould be taxable as a corporation. In
such event, this would reduce the amount of distidims that the Operating Partnership could makestd'his could also result in our losing
REIT status and becoming subject to a corporate lax on our own income. This would substantiadigiuce our cash available to pay
distributions and the return on your investmentadidition, if any of the entities through which feerating Partnership owns its properties, in
whole or in part, loses its characterization as@nership for federal income tax purposes, it Wde subject to taxation as a corporation,
thereby reducing distributions to the Operatingfaship. Such a recharacterization of the Opega@@rtnership or an underlying property
owner could also threaten our ability to maintalBlRstatus.

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

In general, dividend income that a tax-exempt gméteives from us should not constitute unrel&tgsiness taxable income as defined in
Section 512 of the Internal Revenue Code. If wézea&xcess inclusion income and allocate it teldtolders, however, such income would be
fully taxable as unrelated business taxable inconuer Section 512 of the Internal Revenue Codéelstockholder is foreign, it would
generally be subject to U.S. federal income takmdtding on this income without reduction pursuanany otherwise applicable income-tax
treaty. U.S. stockholders would not be able toeiffaich income with their operating losses.

Excess inclusion income could result if we hel@sidual interest in a real estate mortgage invasteenduit, or REMIC. Excess inclusi
income also may be generated if we were to issbheal#igations with two or more maturities and ffeyment terms on these obligations bore
a relationship to the payments that we receiveduwmmortgage loans or mortgage-backed securit@sisg those debt obligations. The
Internal Revenue Service may determine that thes@Wwings give rise to excess inclusion income etuld be allocated among our
stockholders. We may invest in equity securitiestber REITs and it is possible that we might reeeixcess inclusion income from those
investments.

Misplaced reliance on legal opinions or statemeritg issuers of mortgage-backescurities and government securities could resulta
failure to comply with REIT gross income or assests.

When purchasing interests in other REITSs, partiprisiterests, mortgage-backed securities and govent securities, we may rely on
opinions of counsel for the issuer or sponsor chssecurities, or statements made in related offetocuments, for purposes of determining
whether and to what extent those securities comstREIT real estate assets for purposes of th& R&Set tests and product income that
qualifies under the REIT gross income tests. Thedaracy of any such opinions or statements may loar REIT qualification 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 benefitgbr IRAs, will be subject to risks relating dfieally to our having employee bene
plans as stockholders, which risks are discussketvbe

There are special considerations for pension or fircsharing or 401(k) plans, health or welfare plans ardividual retirement account
whose assets are being invested in our common stock

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

» whether your investment is consistent with the i@pple provisions of ERISA and the Internal Revease, or any other applica
governing authority in the case of a government

whether your investment is made in accordance thighdocuments and instruments governing your ptaifiR4, including your pla’s
investment policy

» whether your investment satisfies the prudencedivetsification requirements of Sections 404(af)¥nd 404(a)(1)(C) of ERIS/

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

» whether your investment will produce unrelated bess taxable income, referred to as UBTI and aset®in Sections 511 through £
of the Internal Revenue Code, to the plan;

« your need to value the assets of the plan annt

You also should consider whether your investmenisinvill cause some or all of our assets to beidensd assets of an employee benefit
plan or IRA. We do not believe that under ERISAJoB. Department of Labor regulations currentlyfieet that our assets would be treated as
“plan assetsfor purposes of ERISA. However, if our assets wemesidered to be plan assets, transactions inyplim assets would be sub
to ERISA and/or Section 4975 of the Internal Rewe@ode, and some of the transactions we have driteoewith the Advisor and its
affiliates could be considered “prohibited trangatd” under ERISA and/or the Internal Revenue Cdidguch transactions were considered
“prohibited transactions” the Advisor and its a#ftes could be subject to liabilities and excise=taor penalties. In addition, our officers and
directors, the Advisor and its affiliates coulddeemed to be fiduciaries under ERISA, subject be@motonditions, restrictions and prohibitions
under Part 4 of Title | of ERISA, and those senasfiduciaries of plans investing in us may besidered to have improperly delegated
fiduciary duties to us. Additionally, other tranans with “parties-in-interest” or “disqualifiedepsons” with respect to an investing plan might
be prohibited under ERISA, the Internal RevenueeCantd/or other governing authority in the case gbeernment plan. Therefore, we would
be operating under a burdensome regulatory rediatecbuld limit or restrict investments we can make/or our management of our
properties. Even if our assets are not considerée plan assets, a prohibited transaction cowdra€we or any of our affiliates is a fiduciary
(within the meaning of ERISA) with respect to anptoyee benefit plan purchasing shares, and, thexgifo the event any such persons are
fiduciaries (within the meaning of ERISA) of youap or IRA, you should not purchase shares unlesslainistrative or statutory exemption
applies to your purchase.

ITEM 1B. UNRESOLVED STAFF COMMENTS
We have no unresolved staff comments.
ITEM 2. PROPERTIES
As of December 31, 2011, we owned one hundred peatdive properties and owned a portion of alsigtoperty, and have made three

real estate-related investments, one of which istanding as of December 31, 2011. A descriptioounfactivities with respect to real property
and real estate-related investments is presented/be
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Underwood Project

On May 19, 2009, our affiliate, SPT Lake Elsinorelding Co. LLC, closed on the purchase of real prgpconstituting 543 single family
residential lots, a 9.4 acre park and over 70 azffepen space on a total of 225 acres of unimmtdaed commonly referred to as tract 29835
located in the City of Menifee, Riverside Countwlirnia, commonly known as the “Underwood Projethe purchase price was
$1,650,000. The purchase was made pursuant tocad®e and Sale Agreement and Joint Escrow Ingins;tdated May 13, 2009 by and
between SPT Lake Elsinore Holding Co. LLC as buged U.S. Bank National Association, as seller.. B&hk National Association is not
affiliated with the Company or any of its affiliate

On August 31, 2010, SPT-Lake Elsinore Holding CaC (“Borrower”) closed a closed a secured loan from Cardinal Invest Propertie
— Underwood, L.P. (“Lender”). The loan amount was0®0,000 and was made pursuant to a loan agredraemten SPT-Lake Elsinore
Holding Co., LLC and Cardinal Investment Propertiddnderwood, L.P. dated August 30, 2010. Cardmatstment Properties — Underwood,
L.P. is not affiliated with the Company or any tf affiliates.

The loan bore interest at a rate of twelve perpentannum, and had a maturity date in twenty-foantins at which time all accrued and
unpaid interest and principal was due in full. Awrefundable interest payment equal to the firstrigeinterest for the loan was prepaid out of
the loan amount of the initial loan funding in gm@ount of $120,000. Thereafter, interest was ddepayable quarterly, commencing on the
date that was three months after the one-year argawy of the disbursement date. An initial loaa dé five percent of the Loan amount, or
$50,000, was payable to Lender upon the earliest¢ar of (i) full repayment of the loan, (ii) afdalt by the Borrower under the loan, or (iii)
the first anniversary date of the Loan. Borrowauld extend the loan for up to two additional pds@f six months, provided (i) Borrower was
not in default at the time of the extension, (igrBwer gave written notice to Lender of its intemextend no less than ten days prior to the
then-current maturity date, (iii) Borrower made pent to Lender of a two percent loan extensionlfaged on the then-outstanding loan
balance, and (iv) Borrower made payment to Lenflang unpaid interest accrued under the loan. éstesccruing under the loan during an
extension period shall be paid monthly in arrears.

The loan was secured by a deed of trust with asségih of rents in favor of Lender on property pussthby the Company on May 19,
2009. The Underwood property is comprised of fiuadred fortythree unimproved residential lots in the City ofifee, California. Borrowe
agreed to indemnify and hold harmless Lender frathagainst any and all indemnified costs directljndirectly arising out of or resulting
from any hazardous substance being present osezglén, on or around, or potentially affecting, gyt of the property securing the loan.

If Borrower failed to make any payment when reqdiv@der the promissory note, Lender had the opgtiommediately declare all sums
due and owing under the promissory note.

Borrower used the proceeds from this loan (i) tp @@elinquent special assessment from the Watsaid Rommunity Facilities District,
payable to the City of Buckeye in Arizona, in thEpeoximate amount of $276,434, (ii) to make a $800,principal payment to AZPro
Developments, Inc. as required under a securedipsony note in favor of AZPro Developments, IncisTbayment was originally due July {
2010 but was extended by one month to August 310 28nd (iii) for payment of other outstanding ligies of the Company.

As undeveloped land, the Underwood Project wasnabhcome-producing property. The purchase was rhaded upon the anticipated
capital appreciation of the property.

On May 10, 2011, SPT-Lake Elsinore Holding Co., L.Ia8 seller, sold the Underwood Project to CV Comities, LLC, a Delaware
limited liability company, as buyer, 543 single filsnresidential lots, a 9.4 acre park, and oveaéfes of open space on a total of 225 acres of
unimproved land commonly referred to as tract 2988&ted in the City of Menifee, Riverside Cour®glifornia, commonly known as the
Underwood Project. The sale was made pursuanptochase and sale agreement and joint escrow @tistng, dated March 10, 2011, as
amended. The sales price was $4,500,000 in casBRfe_ake Elsinore Holding Co., LLC recognized agam the sale of this asset of
approximately $2,401,000.
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The sale provided liquidity to the Company in auditto paying off t he $1,000,000 loan made to $Rke Elsinore Holding Co.,
LLC by Cardinal Investment Properties — Underwddel, thereby reducing the Company’s overall lidiesi.

Desert Moon Estates Property

On July 31, 2009, our affiliate, SPT AZ Land Holgén LLC, a Delaware limited liability company antielly owned subsidiary of our
Operating Partnership, closed on the purchaseabpreperty consisting of a final plat of 739 simdmily residential lots on a total of
200 acres of unimproved land commonly known as #Belgloon Estates” located in the Town of Buckeyayridopa County, Arizona (the
“Desert Moon Estates Property”). The purchase psiae $3,000,000. The purchase was made pursuarRtiochase and Sale Agreement and
Joint Escrow Instructions, dated June 29, 2009 “{flesert Moon Purchase Agreement”), by and betw&eh AZ Holdings, LLC and AZPro
Developments, Inc., an Arizona corporation. On A#y2009, SPT AZ Holdings, LLC and AZPro Developiise Inc. executed a First
Amendment to Purchase and Sale Agreement andBsinbw Instructions modifying the terms of the oréd Desert Moon Purchase
Agreement to provide for SPT AZ Holdings, LLC’s pagnt of the purchase price through a $2,000,000r8ddPromissory Note and Deed of
Trust with Assignment of Rents.

In connection with the Desert Moon Purchase Agragn®&PT AZ Holdings, LLC executed a $2,000,000 SediPromissory Note (the
“Desert Moon Promissory Note”) in favor of AZPro Bdopments, Inc. Interest on the Desert Moon PrsamisNote will accrue on the
principal outstanding from the date of the Deseobll Promissory Note at a rate of six percent (60086 annum. Payments of interest only
will be made quarterly in arrears on November D20ebruary 1, 2010 and May 1, 2010. On the ntgtdete of the Desert Moon Promiss:
Note, July 31, 2010, the entire outstanding priaci@lance and all unpaid interest on the Desedivieromissory Note will be due a
payable in full. The Desert Moon Promissory Notedsured by a Deed of Trust with Assignment of Reritich encumbers the Desert Moon
Estates Property. SPT AZ Holdings, LLC may prepawiole or in part the principal amount outstandinger the Desert Moon Promissory
Note, together with accrued and unpaid interesethre computed to the date of prepayment and ang swing to AZPro Developments, In
without penalty or premium.

If SPT AZ Holdings, LLC fails to pay any installmteof interest by the fifth day of each calendarrtera AZPro Developments, Inc. has the
right to assess a late fee equal to 10% of the atitbat is delinquent and the interest rate oretit@e principal amount outstanding will adjust
to 12% per annum from the date the delinquent paymvas first due until the delinquent payment hasrbmade. Similar penalties apply if the
principal is not paid upon the maturity date.

On March 11, 2010, AZPro Developments, Inc. and 82Holdings, LLC executed a First Amendment to Bed Promissory Note whi
extended the current maturity date of the DesemdiM®romissory Note to July, 31, 2011 provided SZTHoldings, LLC had made a princif
reduction of $500,000 on or before the current migtdate of July 31, 2010 and all property taxad &FD bond payments on the property are
current. Additionally, SPT AZ Holdings, LLC agretma two percent increase in the original interatt beginning on the original maturity
date of July 31, 2010. The $500,000 principal pewnmnl date of July 31, 2010 was extended to Augus2810. SPT AZ Holdings, LLC paid
the principal pay down of $500,000 on Septemb&020.

On July 31, 2011, AZPro Developments, Inc. and 82THoldings, LLC, executed an additional extensionthe existing $2,000,000
secured promissory note as previously amendedAudthro Developments, Inc. A one year extension efrtfaturity date was granted to SPT
AZ Holdings, LLC by AZPro Developments, Inc. in éenge for a principal pay down of $300,000 on dokeethe current maturity date of
July 31, 2011. In addition to the principal pay doaf $300,000 on or before the current maturityedztJuly 31, 2011, SPT AZ Holdings, LLC
agreed to pay current, all project taxes including special assessments. All other terms of the®&oon Promissory Note as amended
remained unchanged. SPT AZ Holdings, LLC made tireipal payment of $300,000 on August 5, 2011.
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On January 13, 2011, the Company received a Nofi€®tential Sale of Real Estate for DelinquentcgdeAssessment from the Watson
Road Community Facilities District. This Notice waseived when the Company failed to pay a requspestial assessment when due on
December 1, 2010. On February 25, 2011, the Compamgived a Notice of Sale of Real Estate for Dplant Special Assessment from the
Watson Road Community Facilities District. Manageiy@aid this past due special assessment on M&cP021 and the City of Buckeye
subsequently informed management that the DeseshNEstates Property was in current status.

As undeveloped land, the Desert Moon Estates Pofgenot an income-producing property. The purehaas made based upon the
anticipated capital appreciation of the property.

Springbrook Properties

On January 9, 2009, SPT Real Estate Finance, Lla@enwo separate loans to Aware Development Compaay(“Aware”), in the
aggregate amount of $2,300,000. The loans to Aware made pursuant to two promissory notes, whietewecured by two separate
collateral pledge agreements encumbering the fatigweal property located in Riverside County, @atiia:

« approximately 118 acres of vacant and unentitlad lacated near the City of Lake Elsinore, in amoaarporated area of Riversi
County, California (thMeadowbrook Proje”); and

« approximately 6.11 acres of vacant and unentiti@d located near the City of Lake Elsinore, in aimcorporated area of
Riverside County, California (the “Coffman Project”

The Meadowbrook Project and the Coffman Project@bectively, the “Springbrook Properties.”

The making of the loans to Aware was a relatedydasinsaction in that, immediately prior to therlsdeing made, Aware purchased from
Vineyard Bank two loans made by Vineyard Bank (Mi@eyard Loans”) to our affiliate Springbrook Insenents, L.P. (“Springbrookiyhose
general partner is a California corporation whalyned by The Shopoff Revocable Trust dated AugRs@04 (“Shopoff Trust”). William
Shopoff is a co-trustee of the Shopoff Trust.

In lieu of payment of the Vineyard Loans, Aeassigned the Vineyard Loans to SPT Real EstatnEée, LLC. The assignment was
completed and documented by two separate Memo@iissignment of Note, Deed of Trust and Loan Doents, each dated August 29,
20009.

At the time of the assignment of the Vineyhodns to SPT Real Estate Finance, LLC, the Vinel@ahs were in default and all
obligations of Springbrook were due and payabliilin Springbrook executed and delivered to SPTIEstate Finance, LLC grant deeds to
the Springbrook Properties, the underlying reatestollateral for the Vineyard Loans, in consitierafor the discharge by SPT Real Estate
Finance, LLC of all Springbrook’s obligations undiee Vineyard Loans. On September 4, 2009, SPT R&ate Finance, LLC took title to the
Springbrook Properties and on September 24, 2009,Ral Estate Finance, LLC deeded the Springbirsogerties to our affiliate, SPT Lake
Elsinore Holding Co., LLC.

We intend to hold the Springbrook Properties fer ltng-term for the purpose of capital appreciatiod, accordingly, we have no
current plans for improvement or development of$peingbrook Properties.

The Meadowbrook Project is an undeveloped profeyis not anticipated to be developed until a2@t5. The property is currently
zoned rural residential, and a zone change, gepkeralamendment, and tentative map approval aressacy to achieve the entittements being
sought. As such, it is anticipated that the Meadowk Project will be developed after entitled ortjzdly improved projects owned by others
the vicinity of the City of Lake Elsinore are deopéd. The Meadowbrook Project competes with neprbjects, such as Tentative Tract Maps
25475 (commonly known as Tuscany Crest) and 33g@mnhonly known as Tuscany Valley), which consisa ¢btal of approximately 355
single-family lots and are also owned by us. Otlenpetition may come from nearby properties thaaiokentitiements for residential
development prior to the development of the Meadowk Project.

The Coffman Project is part of a proposed annerated by the City of Lake Elsinore, of a largeeaof properties into the City of Lake
Elsinore. The annexation is anticipated to occuccorently with the update of the City of Lake Blsie’s General Plan and Environmental
Report (the “General Plan”). This update to the &ahPlan will provide for a change to the zonifighe property from commercial-industrial
to multi-family/high-density residential developntgallowing up to 18 units per acre. The annexaisoanticipated to be completed in 2012,
although the City of Lake Elsinore has not commitie a completion date for the annexation. Projeitis which the Coffman Project may
compete include a 126-unit multi-family project posed by MBK Homes near the Coffman Project. Tinforghe MBK Homes project is
unknown.
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Tuscany Valley Properties

On November 5, 2009, our affiliate, SPT-L&#sinore Holding Co.,(“"SPTLE"), purchased real pedy commonly known as “Tuscany
Valley,” consisting of (a) 519 entitled but unimpeal residential lots and 2 commercial lots locatetthe City of Lake Elsinore, California (the
“Lake Elsinore Property”), and (b) 400 acres ofntitteed and unimproved land located in the CityGdfino Hills, California (the “Chino Hills
Property”). The combined purchase price for thed Blsinore Property and the Chino Hills Property #$8,600,000.

The purchase of the Lake Elsinore PropertythadChino Hills Property was made pursuant torees®f purchase agreements and
amendments thereto that were entered into by ttieepa@ver the course of more than twelve monthwden September 30, 2008 and
November 5, 2009 (collectively, ti*Tuscany Valley Purchase Agreement”), by and betwaa& Advisor and TSG Little Valley L. P., a
California limited partnership (“Little Valley”).

Pursuant to the Tuscany Valley Purchase Ages¢nhittle Valley agreed to sell and our Advisgreed to buy, 163 entitled but unimproved
residential lots located in the City of Lake Elgi@oCalifornia. The contract purchase price wa8$3,000. On September 3, 2009, the Tuscany
Valley Purchase Agreement was amended as follaySRPTLE agreed to purchase additional properiy frdtle Valley consisting of 356
entitled but unimproved, residential lots and 2 owercial lots located in the City of Lake Elsino@glifornia and 400 acres of unentitled and
unimproved land located in the City of Chino Hilzlifornia, (b) the purchase price was increasefbt600,000 from $4,890,000, (c) the
nonrefundable deposit requirement was increas§@,@00,000 from $1,000,000, and (d) the escrowirajpdate was amended to on or before
November 30, 2009. In addition, ourAdvisor assigakaf its rights, title and interest in the Tusgavalley Purchase Agreement to SPTI

Of the total purchase price, $2,900,000 wéd pa SPTLE’s execution and delivery of (a) aniatitusive purchase money note secured by
deed of trust (“Tuscany Promissory Note”) in faebLittle Valley, in the principal amount of $2,9@00, and (b) an all-inclusive deed of trust
executed by SPTLE in favor of Little Valley, as béniary therein, securing the Tuscany PromissooyeNThe Tuscany Promissory Note bore
interest at a rate of twelve percent per annum veasipayable in full on November 6, 2010. No payts@rere due during the term of the
Tuscany Promissory Note. The Tuscany Promissorg Nafuded the unpaid balance of another promissotg made on April 3, 2006, in the
original principal amount of $2,000,000, payableS#gfler to 1st Centennial Bank (the “Included N@t&he Included Note was secured by a
deed of trust encumbering a portion of the LakénBle Property. The outstanding principal balancehe Included Note as of November 3,
2009 was approximately $1,750,000. The current @ayeler the Included Note was Multibank 2009-1 GRfBture, LLC.

Even though the Tuscany Promissory Note wag@lsive, if Little Valley failed to pay any itallments when due upon the Included Note,
SPTLE had retained the right to make such payndirgstly to payee of the Included Note, and the ami@o paid shall be credited against the
next following installment or installments due unttee Tuscany Promissory Note. If SPTLE failed take any payment when required under
the Tuscany Promissory Note, Little Valley had ¢iption to immediately declare all sums due and gwinder the Tuscany Promissory Note.

On March 5, 2010, Little Valley and SPTLE execugeiirst Amendment to Secured Promissory Note whktended the current maturity
date of the Tuscany Promissory Note to Novembe20&1 provided SPTLE had made a principal reduatioat least $500,000 on or before
the current maturity date of November 6, 2010. Aiddally, SPTLE agreed to a two percent increag@énoriginal interest rate beginning on
the original maturity date of November 6, 2010.0A®©ecember 31, 2010, a principal pay down of $884 had been made on the Tuscany
Promissory Note.

On October 26, 2010, SPTLE deeded the Chino Hittpé&Xty to a newly created limited liability compgat$sPT — Chino Hills, LLC which

is 100% owned by the Operating Partnership anatbes its accounts are consolidated in the Comyzfityancial statements. The purpose of
this transfer was to remove from SPTLE property thas not located in the Lake Elsinore Californi@market.
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On November 10, 2010, the Company received a Nofi@efault And Election To Sell Under Deed of Tr(sr “Notice”) from First
American Title Insurance Company. This Notice wexeived when Little Valley failed to pay the outstang principal balance to Multibank
2009-1 CRE Venture, LLC, the current payee (“Lefidender the Included Note. Prior to receiving tNistice, representatives of Little Valley
had been in discussions and ongoing negotiatiotisv@nder regarding the Included Note with therihtgf renegotiating the terms of or
reaching a settlement on the Included Note. Thiesmislsions and ongoing negotiations were unsuadess Little Valley and the Company
received the Notice. The Company, when it purchéised uscany Valley properties in November 2008k townership through a seller
financed all-inclusive promissory note and deettust in favor of Little Valley that included theehder note. The Company did not received a
formal demand from Little VValley for payment to ldar. If Little Valley or the Company had failedreach a resolution with Lender, the
Company could have lost a portion of the Tuscaneyaroperties (approximately 163 of the 519 lodanagement was in discussions with
Little Valley regarding the Notice and believedtthasatisfactory resolution would be reached pgrahe completion of the foreclosure proct
which was a minimum of 120 days from Notice recticda or November 5, 2010. After January 30, 2Q%nder had the right to file a Notice
of Sale.

On April 28, 2011, upon a request from Little Vglléghe Company made a $100,000 interest paymdrittte Valley.

On May 12, 2011, the Company paid all outstandirgcgpal and interest due on the Tuscany Valleypprtes note payable to Little
Valley, (to and including the Included Note), andéturn for payment, a full release and reconvegamas executed by Little Valley, and
documentation was received from the Lender configigayoff of the Included Note.

On May 13, 2011, SPTLE, as seller, sold to Richl@sdhmunities Inc, a Florida corporation, as buyes, Tuscany West portion of
the larger Tuscany Valley properties (164 of 518tled but unimproved residential lots and 2 comerarots), commonly referred to as tract
25473 located in the City of Lake Elsinore, Califiar The sale was made pursuant to a purchaseaddgreement and joint escrow
instructions, dated March 23, 2011, as amendedsales price was $1,800,000 in cash and SPTLE neoed)a loss on the sale of this asset of
approximately $21,500.

This sale provided liquidity to the Company whichsaused with other cash to pay outstanding Compalnifities including the
payoff of an existing Company notes payable inapproximate principal amount of $1,908,000, theneduucing the Company’s overall
liabilities.

Stevan J. Gromet, President of Portfolio Partriers, a California corporation, the general parméiittle Valley, is a shareholder of
the Company with ownership of 11,000 shares aseaeihber 31, 2011, which represents approximatéB26.of our total shares outstanding
including 21,100 shares purchased by our spon8¢gd0® vested restricted stock grants issued t@ffigers and directors, and 61,100 share
our common stock issued to certain accredited bove$n a private placement as part of the conatiter for the acquisition of land.

Thru June 30, 2011, Little Valley was a sharehotifehe Company with ownership of 14,900 sharesclvhepresented approximat
0.74% of the Company'’s total shares outstandinlyidtieg 21,100 shares purchased by our sponsor 5267 vested restricted stock grants
issued to our officers and directors. In AugustRQittle Valley distributed its 14,900 shares tbnaited partner and as of December 31, 2011,
no longer had any ownership in the Company.

As undeveloped land, the Tuscany Valley propegfesnot incomgroducing properties. The purchase was made basmdthe anticipate
capital appreciation of the property.

See Note 9 of the notes to consolidated finantséments for more information.
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Vantage Point Property

On November 18, 2011, an affiliate of Shopoff Prtips Trust, Inc., SPT-Vantage Point, LLC, a DeleaMamited liability company
(“SPTVP"), closed on the purchase of real propedwysisting of a 47.9 acre parcel of land zoned ceroial/retail and multi-family residential,
which currently permits 306 residential units alsda2res of retail land commonly known as “Vantaga® located in the Town of Parker,
Douglas County, Colorado.

The purchase was made pursuant to an Agreementtbdse and Sell Interest In Contract to Buy arbR8=l Estate (the “Vantage
Point Agreement”), dated September 7, 2011, byteetebeen SPTVP and Steven F. Dallman (“Dallman”hdét the Vantage Point
Agreement, Dallman agreed to sell to SPTVP altofights and obligations under an existing retdtescontract (a certain Contract to Buy and
Sell Real Estate, dated June 14, 2011, as ametiaetriginal Agreement”)), and an escrow agreentativeen Dallman and Lundieck
Investments, Ltd. This Vantage Point Agreemermvedid SPTVP to purchase the Vantage Point propEhty purchase price for the Vantage
Point property was $4,900,000, comprised of $1 @30 paid to Dallman and $3,250,000 paid to Lundieslestments, Ltd. On October 21,
2011, SPTVP and Dallman executed a first amendioethie Vantage Point Agreement to extend the diigedice time frame for SPTVP. On
October 28, 2011, SPTVP and Dallman executed ansemmendment to the Vantage Point Agreement toigedor SPTVP’s payment of the
purchase price through a $1,100,100 Second LiemiBsory Note (defined below) and a second lien Deeltust. As part of the Original
Agreement, Lundieck Investments, Ltd. acceptedaatsqgd SPTVP’s payment of the purchase price, &&2000 First Lien Promissory Note
and Deed of Trust (defined below).

As part of the overall purchase price, Dallman adr® accept 61,100 shares of the Company’s constock at $9 per share (total of
$549,900), as part of the overall consideratiomiregl to close this proposed acquisition.

Shopoff Partners, L.P., an affiliate of the Compday member and the manager of SPT-Vantage Radift, Shopoff Partners, L.’
ownership percentage of SPT-Vantage Point, LLGgeddent on the level of capital contributed to SRntage Point, LLC and is anticipated
to change as the Company contemplates the useliioaal joint venture partners to fund a majowtythe cash required for this
project. Currently one such joint venture partisean entity that is affiliated with the Companyr @dvisor, and Sponsor.

Dallman and Lundieck Investments, Ltd. are notiatéd with the Company or any of its affiliates.

In connection with the Vantage Point Agreement, $PExecuted two first lien promissory notes (th@sfLien Promissory Notes”)
in favor of Lundieck Investments, Ltd. which in aggate totaled $2,600,000. One First Lien Promjsblate (the “Tracts A and B Promissory
Note”), is in the amount of $1,405,560. The secondtHifen Promissory Note (the “Tracts C and D Prawmig Note”) is in the amount of
$1,194,440. Interest on both First Lien Promisgdoyes accrues on the principal outstanding fromdgite of the First Lien Promissory Note at
a rate of five and one-half percent (5.50%) pemuammvith interest paid semi-annually on the semitehand annual anniversary dates of the
First Lien Promissory Notes. SPTVP agreed to ppsircipal pay down of $135,150 on the first throdith anniversary dates of the First Li
Promissory Note for the Tract A and B PromissoryeN&PTVP agreed to pay a principal pay down o#1$830 on the first through fifth
anniversary dates of the Note for the Tract C arférBt Lien Promissory Note. On the maturity dait¢he two First Lien Promissory Notes,
November 14, 2017, the entire outstanding prindijaddnce and all unpaid interest on the two FirstlPromissory Notes will be due a
payable in full. The two First Lien Promissory Netare secured by two first lien Deeds of Trust Wwhgncumber separate portions of the
Vantage Point property. SPTVP may prepay in whol&é @art the principal amount outstanding undertthio First Lien Promissory Notes,
together with accrued and unpaid interest thereompeited to the date of prepayment and any sumsgawihundieck Investments, Ltd.,
without penalty or premium.

If SPTVP fails to pay any installment of principalinterest when due, SPTVP will be consideredefadit and the First Lien
Promissory Notes will thereafter bear intereshatrate of twelve percent (12%) per annum.
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In connection with the Vantage Point Agreement, $Plso executed a $1,100,100 second lien pronyissae (the “Second Lien
Promissory Note”) in favor of Dallman. Interestthie Second Lien Promissory Note will accrue ongtiecipal outstanding from the date of
the Second Lien Promissory Note at a rate of sizgyé (6.00%) per annum for the first ninety daf/the note term and at nine percent (9.0
thereafter. On the maturity date of the Second Biesmissory Note, 180 days from the close of esctbe/entire outstanding principal balance
and all unpaid interest on the Second Lien Promyssiote will be due and payable in full. The Secdameh Promissory Note is secured by a
second lien Deed of Trust which encumbers theeiimtage Point property. SPTVP may prepay in wholea part the principal amount
outstanding under the Second Lien Promissory Notgther with accrued and unpaid interest thereompuited to the date of prepayment and
any sums owing to Dallman, without penalty or pnemmi

If SPTVP fails to pay any installment of princigalinterest when due, SPTVP will be consideredafadit and the principal and all
accrued interest will thereafter bear intereshatrate of eighteen percent (18%) per annum uaiidl m full.

As undeveloped land, the Vantage Point propertsan income-producing property. The purchasemade based upon the anticipated
capital appreciation of the property.

We also owned the following real estate-relate@d#tment as of December 31, 2011:
Mesquite Venture I, LLC - $600,000 Secured Loan

On September 30, 2008¢ originated, through SPT Real Estate Finance,,ldrCaffiliated entity 100% owned by the Operatfitagtnershi
(“SPT Real Estate Finance”), one real estate [d&®600,000. Mesquite Venture |, LLC was the borroviée loan is a second position lien
behind a $3,681,000 first position lien. The terfthe loan was nine months and bore interest anamial rate of 14%. The loan was secure
a second deed of trust, assignment of rents andigeagreement encumbering real property situatete City of Mesquite. This real estate
loan was recorded as a note receivable with $63)0@@epaid interest netted against the note balancour consolidated balance sheet.

On or about June 30, 2009, SPT Real Estate Firegreed to extend the maturity date of its secuote with Mesquite Venture |, LLC
from June 30, 2009 to May 15, 2010. In consideratibthis loan extension, Mesquite Venture |, LL§teed to pay a loan extension fee of five
percent of the outstanding principal balance or, 330 payable as follows: $10,000 upon executiothefsecured note extension, $10,000 on
October 1, 2009 and $10,000 on January 1, 2010qitesVenture |, LLC also agreed to make a $10@88¢@ment on April 1, 2010, which was
to be applied against accrued and unpaid intdrgstest accrued on the outstanding principal liadaat an annual rate of fourteen percent and
all accrued and unpaid interest and principal becdue and payable in full at the new maturity ddit®lay 15, 2010.

On or about October 12, 2009, SPT Real Estate Emasas informed that on September 28, 2009 a NofiGefault and Election to Sell
Under Deed of Trust (“NOD”) was recorded on beloélEast West Bank, as beneficiary (“East West Bankith respect to the first position
lien securing certain obligations of Mesquite Veatl LLC to East West Bank, including without litaion indebtedness under a Promissory
Note in the initial principal amount of $3,681,0@0e "Senior Loan"). The NOD was filed due to MesgWenture |, LLCs failure to pay the
August 1, 2009 installment of principal and intéresd all subsequent installments of principal emerest under the Senior Loan.

A default on our secured note was triggered wheaduite Venture |, LLC failed to make their $10,068n extension fee payment due on
October 1, 2009. Mesquite Venture |, LLC subsedydatled to make their $10,000 loan extensiongagment due on January 1, 2010.

On December 24, 2009, an entity controlled by drtb@original guarantors of the aforementionedi@elnoan, entered into a Mortgage
Loan Sale Agreement whereby the holder of the $émian, East West Bank, agreed to sell to PLQ Mi#sdavestors, LLC (Paul J. Giuntini,
one of the original guarantors of the Senior Laamanager of PLQ Mesquite Investors, LLC), the 8,600 mortgage note together with all
of East West Bank'’s interest in and to any of Mésguenture |, LLC’s property held by East West RBaall collateral and any guarantees
obtained in connection with the $3,681,000 note D@nember 30, 2009, East West Bank officially assibto PLQ Mesquite Investors, LLC,
the beneficial interest under the Deed of TrustuBty Agreement, Assignment of Rents & Fixtureirijl dated as of June 26, 2006, made by
Mesquite Venture |, LLC as trustor, for the benefiEast West Bank, as beneficiary and recorded 26n2006. Mesquite Venture |, LLC
cured its first lien position default upon the phase, by PLQ Mesquite Investors, LLC, of the $3,68Q2 mortgage note from East West Bank
as PLQ Mesquite Investors, LLC’s manager, was algaarantor on the $3,681,000 mortgage note wigh &est Bank.
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Mesquite Venture |, LLC and our Advisor agreed thadesquite Venture I, LLC paid (i) all past duayments required as outlined in the
extension agreement, (ii) the April 1, 2010 paynwfr$10,000, and (iii) reimburses SPT Real Estatarfce $10,000 for attorney’s fees
incurred due to Mesquite Venture I, LLC’s failuterhake timely payments as outlined in the extenagneement, SPT Real Estate Finance
would consider Mesquite Venture |, LLC reinstated avould not pursue the guarantees from Mesquitgu/e |, LLC and would no longer
demand payment in full on their secured note. D amount due from Mesquite Venture |, LLC wa $00.

On March 4, 2010, Mesquite Venture |, LLC paid S®dal Estate Finance the negotiated $40,000, repirgdi) the past due loan fee
payments of $10,000 each due on October 1, 2009amahry 1, 2010, (ii) the April 1, 2010 paymen$@6,000, and (iii) $10,000 for
attorney’s fees incurred by SPT Real Estate Findneeto non-payment on behalf of Mesquite Ventutd C. Mesquite Venture |, LLC was
then deemed reinstated by SPT Real Estate Finance.

This note matured on May 15, 2010; however SPT Eetite Finance, LLC did not receive payment ihdalagreed to by Mesquite
Venture |, LLC. Management began discussions widsiiite Venture I, LLC regarding their matured $600 promissory note with SPT
Real Estate Finance, LLC and on or about Augus2@30, management and Mesquite Venture |, LLC dentad and executed a
reinstatement and modification agreement wherehyagement (i) granted an extension to Mesquite eritlLLC resulting in a new maturi
date of January 15, 2011, (ii) agreed to waiveresits fees relating to the modification, (iii) agdethe interest rate during the extension period
would be 14%, (iv) added all accrued and unpaierégt through the date of the reinstatement andfivetibn to the outstanding principal
balance of the promissory note, (v) agreed dutiregeixtension period, Mesquite Venture |, LLC womldke monthly payments of $5,000
towards accrued and unpaid interest, and (vi) agkéesquite Venture I, LLC would provide additioralllateral, specifically fifty percent
(50%) of one guarantors ownership position in StipeResort Village, LLC, a limited liability compg whose primary purpose is real estate
investment and which currently owns an option dwtel site in northern California.

As of December 31, 2010, Mesquite Venture |, LL@ Failed to make its December 2010, $5,000 morphlyment towards accrued and
unpaid interest as required under the reinstatearahinodification agreement. Due to the failureM®squite Venture I, LLC to make its
December 2010 monthly payment, Mesquite Ventuke G was in default under the terms of its reinstadat and modification agreement.

The secured note to Mesquite Venture |, LLC matunedanuary 15, 2011 and SPT Real Estate Finah€¢zdid not receive payment
in full as required by Mesquite Venture |, LLC. TBempany sent a demand letter to the guarantotiseohlesquite loan on January 20, 2011
indicating that if payment was not received witlithdays the Company intended to immediately pucsllection. The due date on the demand
letter passed without payment from Mesquite Ventuté C. Management began discussions with (i) MetgVenture |, LLC regarding their
matured $600,000 promissory note with SPT Realt&$tmance, LLC, and (ii) Company legal counsebrdig options available to the
Company regarding collection of the outstandingieable.

On July 14, 2011, an entity controlled by one @&f ¢iiginal guarantors of the secured note to Mésdentures |, LLC, which entity
owns a property known as the Silvertip Resort \g#lawas placed into bankruptcy by this originalrgntor to avoid a pending foreclosure.
Prior to the bankruptcy filing the Company was fieti of the pending filing by this same originalagantor. On August 13, 2010, when
management and Mesquite Venture |, LLC documemedexecuted a reinstatement and modification ageaerViesquite Venture I,

LLC provided additional collateral, specificallyit§i percent (50%) of one guarantors ownership posin Silvertip Resort Village, LLC, a
limited liability company whose primary purposeaésl estate investment and which currently ownsgtion on the Silvertip Resort Village
hotel site in northern California. The option agneat is held by an entity affiliated with Silverffesort Village, LLC. Management has been
in discussions with Company legal counsel regarthigyrecent bankruptcy filing and its impact oe tbompany’s collection efforts on the
Mesquite Ventures I, LLC secured note.

On August 12, 2011, Company legal counsel filetl against the guarantors of the Mesquite VentureEC secured note for collection of
all outstanding principal, interest, and other eges owed to the Company. As of December 31, Ztid litigation is still ongoing.
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ITEM 3. LEGAL PROCEEDINGS
Pulte Home Project

A previously owned real estate property known as‘Bulte Home Project” was the subject of a dispatgarding obligations retained
by both Pulte Home, when it sold the WinchesterdRaproject to SPT SWRC, LLC, on December 31, 2008, by SPT SWRC, LLC when it
resold the Winchester Ranch project to Khalda Depmlent Inc. (“Khalda”), on March 20, 2009, to coetplcertain improvements, such as
grading and infrastructure (the “Improvements”)tBsales were made subject to the following agredsnehich, by their terms, required the
Improvements to be made: (i) a Reconveyance Agregrdated November 15, 2007, by and among PultedHama the prior owners of the
Winchester Ranch project — Barratt American Incoaped, Meadow Vista Holdings, LLC (“Meadow Vistaid Newport Road 103, LLC
(“Newport”) (the “Reconveyance Agreement”), and @iletter agreement, dated December 30, 2008uecby SPT SWRC, LLC, Meadow
Vista, and Newport, and acknowledged by Pulte Héime “Subsequent Letter Agreement”). Meadow Vistd Blewport, as joint claimants
(the “Claimants”) against Pulte Home and SPT SWR(;, initiated binding arbitration in an effort {@) require Pulte Home to reaffirm its
obligations under the Reconveyance Agreement an&tinsequent Letter Agreement to make the Improwenie light of the subsequent
transfer of ownership of the Winchester Ranch midje Khalda, (2) require that certain remedial sueas be taken to restore the site to a more
marketable condition, and (3) for damages. Nei8fef SWRC, LLC nor Pulte Home took the position thair respective transfers of the
project had released them from the obligation t&ertae Improvements, and the current owner, Khdlda,not failed to, or refused to conduct
the Improvements required in the Reconveyance Ageae A settlement was reached that did not requigesubstantive action by SPT
SWRC, LLC at this time; however, the issue of aityrfees was deferred. Meadow Vista and Newparglsoapproximately $115,000 in
attorneys’fees and costs from SPT SWRC, LLC, and that claiamedunt could have increased somewhat as the dispatinued. In additiol
Pulte Home could have sought indemnity from SPT A& its attorneys’ fees and costs, as well asatorneys’ fees and costs it paid to
Meadow Vista and Newport, which were unknown, bostiikely would not have exceeded $200,000 conthir@n December 22, 2011, SPT
SWRC, LLC settled this dispute over attorneys faed costs with Meadow Vista, Newport, and Pult@gseeing to pay $70,000 to Meadow
Vista and Newport (combined). Payment of $70,00&pant to the settlement was made by SPT SWRC,drLEebruary 17, 2012. The
arbitration initiated by Meadow Vista and Newpodsathereafter concluded. For any amounts ofreye’ fees incurred or paid by SPT
SWRC, LLC, SPT SWRC, LLC may seek indemnity fromakia.

Management had concluded that it was probable tmepany would incur a loss related to the arbitrapooceeding and the amount
of the loss could be estimated; as such the Compaginally recorded a legal settlement expensg290,000 in the accompanying
consolidated statement of operations and a corngipg liability on the accompanying consolidatethbae sheets. This original legal
settlement expense of $200,000 was subsequentigeddo $70,000 once a settlement over attornegsdrd costs was completed.

FINRA

During 2009, our Advisor advised us that FINRA ekaad Shopoff Securities, Inc.’s (“Shopoff Secustierecords as part of its routine
sales practice and financial/operational examingfio the purpose of meeting applicable regulatoandates and providing Shopoff Securities
with an assessment as to its compliance with agipliécsecurities rules and regulations. Shopoff Béesiwas the broker-dealer for our public
offering. On December 29, 2009, FINRA issued anm@ration report, which included certain cautionéeyns that did not need to be included
in the Central Registration Depository (the se@sitndustry online registration and licensing 8ate) nor did they need to be reported on
Shopoff Securities’ Form BD or Form U4 (each, afom Application for Broker-Dealer Registration ddey broker-dealers to register and
update their information with the SEC and FINRAspectively). Additionally, the examination repartiuded a referral of issues related to our
offering to a separate examination. This separeen@ation is ongoing and as of the date of thiisdj neither us nor Shopoff Securities has
received further communication from FINRA regardthg separate examination. We do not know whereXanination will be resolved or
what, if any, actions FINRA may require us to talsepart of that resolution. This examination caekllt in fines, penalties or administrative
remedies or no actions asserted against us.
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ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
PART Il

ITEM 5. MARKET FOR REGISTRANT' S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND IS SUER
PURCHASES OF EQUITY SECURITIES

Market Information

No public market currently exists for our sharesaimon stock, and we currently have no plansstmlir shares on a national
securities exchange. Until our shares are listezljar, our stockholders may not sell their shardsss the buyer meets the applicable suita
and minimum purchase requirements. In addition,charter prohibits the ownership of more than 9@%ur stock, unless this requirement is
waived by our board of directors. Consequentlyretig the risk that our stockholders may not be édlsell their shares at a time or price
acceptable to them.

Our shares are not registered in all states andteri®ories. If you purchase shares of our commsiock, you may not be able to re:
the shares in certain states and U.S. territordess the shares of our common stock are registeréer the applicable securities laws of the
jurisdiction or there is confirmation that an exdiop from registration is available for secondasading in such jurisdiction. There can be
assurance that there exists an available exemfatigecondary trading in our common stock in atest and U.S. territories. If we have not
registered or qualified, or obtained or verifiedess@mption for the secondary trading of, our commstmck in any particular jurisdiction, the
shares of common stock could not be offered or smldr purchased by, a resident of that jurisdittin addition, resales of shares registered
under the securities laws of the State of Calif@arie subject to the approval of the California @assioner of Corporations, subject to certain
exceptions.

Our charter does not restrict our ability to cortcafterings in the future, and if our board of diters determines that it is in our best
interest, we may conduct follow-on offerings.

To assist the Financial Industry Regulatory AuttyofiFINRA") members and their associated persdrat participated in our public
offering of common stock, pursuant to FINRA CondRale 5110, we disclose in each annual reportibiged to stockholders a per share
estimated value of the shares, the method by whighs developed, and the date of the data usdduelop the estimated value. For this
purpose, on February 20, 2012, the Company’s bafaditectors approved a basic estimated value lpamesof the Compang’common stock
$6.56 and a fully diluted estimated value per slodtbe Company’s common stock of $6.24 based oacpial weighted average of (i) the
estimated value of the Company’s assets less thmated value of the Company’s liabilities, or astpd net asset value method, and (ii) the
present value of future expected income of the Gowipdiscounted for risk, or discounted cash floethmd, divided by the actual number of
shares outstanding for the basic estimated valust@ee and anticipated number of shares outstgridirthe fully diluted estimated value per
share, all as of December 31, 2011. There have meematerial changes between December 31, 201fhardhte of this filing to the net valu
of the Company’s assets and liabilities that egisteDecember 31, 2011. The estimated value pee stes based upon the recommendation
and valuation by Newport Valuations, Inc. (“NewVglan independent third-party firm hired by the Qamy to complete the valuation. Once
we establish an estimated value per share we c¢lyrexpect to update the estimated value per stéagey 12 to 18 months thereafter.

As with any valuation methodology, NewVal's methtmtyy is based upon a number of estimates and asgmaphat may not be
accurate or complete. Different parties with diffierassumptions and estimates could derive a diff@stimated value per share. Accordingly,
with respect to the estimated value per shareCtimapany can give no assurance that:

« astockholder would be able to resell his or hare at this estimated valt

» a stockholder would ultimately realize distributioper share equal to the Comp’s estimated value per share upon liquidation o
Compan’s assets and settlement of its liabilities or a skthe Company
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« the Company’s shares of common stock would tradleea¢stimated value per share on a national sesueixchange;
« anindependent third-party appraiser or other thady valuation firm would agree with the Compangstimated value per share; or

« the methodology used to estimate the Company’ssvadu share would be acceptable to FINRA or formgl@nce with Employee
Retirement Income Security Act reporting requiretse

For further information regarding the estimateduegber share, see our Current Report on Form &H With the SEC on February
29, 2012.

The value of our shares will continue to fluctuater time in response to developments relateddivicual assets in the portfolio,
management of those assets and to the real esthfsnance markets.

Holders of Record
We had approximately 291 shareholders of recomf darch 23, 2012.
Distribution Information

In order to qualify as a REIT, we are required istribute at least 90% of our annual taxable incdmeur stockholders. We own ¢
hundred percent of five real estate investments arubrtion of a sixth real estate investment, andehmade three real estaedatec
investments, one of which is outstanding as of Démr 31, 2011. Consistent with our investment goliee will acquire and hold undeveloy
real estate assets as laiegm investments and will not realize any incomarfrthese properties until they are sold. Accordingle cannc
predict when, if ever, we will generate any incoaoreincome sufficient to pay cash dividends to amckholders. The amount of any ¢
dividends will be determined by our board of dicestand will depend on the amount of distributafblieds, current and projected c
requirements, tax considerations, any limitatiompased by the terms of indebtedness we may incdraginer factors. If and when ¢
investments produce operating cash flow, we exjoeptly dividends to you on a periodic basis asrdeted by our board of directors. Beca
our cash available for distribution in any year niyless than 90% of our taxable income for the,y@a may be required to borrow mor
use proceeds from the issuance of securities ardlloassets to pay out enough of our taxable irctnsatisfy the distribution requirement.

Generally, dividends that our investors may receiié be taxed as ordinary income to the extentythee from current or accumula
earnings and profits. To the extent that we mad#testaibution in excess of our current and accunedaarnings and profits, the distribution
be treated first as a tdree return of capital, reducing the tax basisonryshares, and the amount of each distributiexaess of your tax ba
in your shares will be taxable as a gain realizexinfthe sale of your shares. If you receive a ithigtion in excess of our current ¢
accumulated earnings and profits, upon the saj@oif shares you may realize a higher taxable gamsmaller loss because the reduced
of the shares will be used for purposes of compgutite amount of the gain or loss. In addition, wdlial investors will be subject to tax
capital gains rates on distributions made by uswleadesignate as “capital gain dividends.”

Dividends

Our board of directors will determine the amound @iming of cash dividends to our stockholders bdage many factors, including t
amount of funds available for distribution, ourdirtial condition, requirements we must meet toifuéd be taxed as a REIT, whethel
reinvest or distribute such funds, capital expamnditand reserve requirements and general operhtiegairements. The amount of ful
available for distribution will be affected by @ur ability to identify and make real estate orl iestaterelated investments, (ii) the amoun
the returns upon the sale of those real estateabresstateelated investments we make, and (iii) our opegairpense levels, as well as m
other variables.

Unregistered Sales of Equity Securities
On November 27, 2006, prior to the commencemepuofinitial public offering, the Sponsor purchagdd100 shares of our common st

for cash in a private offering exempt from regittna pursuant to Section 4(2) of the Securities @fct933.
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On November 18, 2011, an affiliate of Shopoff Prtips Trust, Inc., SPMantage Point, LLC, a Delaware limited liabilityrapany, close
on the purchase of real property located in theMofParker, Douglas County, Colorado, which weréd in this report as th&/antage Poir
property.” As part of the overall purchase price, the seltdrthe Vantage Point property, who were all acdestinvestors, agreed to acc
61,100 shares of the Compasy¢ommon stock at $9.00 per share (a total of $®49, as part of the overall cash required to clibss
acquisition. The shares were sold in a privateggfeent pursuant to an exemption from registratiotenrSection 4(2) of the Securities Ac
1933.

Issuer Redemption of Equity Securities

We do not have an authorized and approved shaeentibn plan. The board of directors could consgmh a plan but no such
consideration was made as of December 31, 2011s&goiently, there is the risk that our stockholdeay not be able to redeem their shares at
a time or price acceptable to them.

Use of Proceeds from Sales of Registered Securities

On August 29, 2007, we commenced our public offeghup to 2,000,000 shares of common stock afffaning price of $9.50 per share
and up to 18,100,000 shares of common stock aD8¥ier share pursuant to a registration statenreRban S-11 (File No. 333-139042) that
was declared effective on August 29, 2007. The mari aggregate amount of the offering was $200,@10,0/e retained Shopoff Securities
as the sole brokedealer in the offering. We sold the minimum offgriof 1,700,000 shares on August 29, 2008, at $95Ghare. The offerir
terminated on August 29, 2010. In the public offgrive sold a total of 1,919,400 shares of commacksfior $18,234,300, excluding shares
purchased by the Sponsor and excluding sharesstéd/stock issued to certain directors and exeeufificers of the Company.

As of December 31, 2011, we had sold 1,940,500eshaf our common stock for $18,434,750, which idek 21,100 shares of
common stock purchased by the Sponsor for $200480private offering exempt from registration puast to Section 4(2) of the Securi
Act of 1933. From this amount, we incurred appraadety $5,286,000 in organization and offering cdsfswhich approximately $2,251,0
has been recorded in our financial statements)ofABecember 31, 2011, we had net offering procdeata the offering of approximate
$16,184,000, which includes shares purchased byspansor that resulted in additional cash procéedse Company. We have used the
offering proceeds to purchase our interests in pimperties, three of which have been one hundezdept sold and one of which has t
partially sold, and to originate three loans, (wiavhich we have obtained the underlying real estetich served as collateral for the loans
pay $692,000 in acquisition or origination feesQ%$4253 in disposition fees, and $895,727 in assstagpement fees and to pay other oper
expenses and fees. For more information regardivg e used the net proceeds (along with how we aastl from operating activities)
the year ended December 31, 2011, see our conalidtatements of cash flows included in this repor

At December 31, 2011, on our behalf, the Sponsar ihaurred selling commissions, broldgaler fees, and other organization
offering costs in the amounts set forth below. Ehespenses are our obligation, however, at no timlleour obligation for such costs a
expenses exceed 12.34% of the total proceeds raisth@ offering. Accordingly, only a portion of@ke expenses have been reflected i
accompanying consolidated balance sheet.

Estimated/
Type of Expense Amouni Amount Actual
Selling commissions and brol-dealer fee: $ —
Finder: fees —
Expenses paid to or for underwritt —
Other organization and offering costs $ 5,286,000 Actual
Total expense $ 5,286,000 Actual
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ITEM 6. SELECTED FINANCIAL DATA

The following selected condensed financial datafasnd for the year ended December 31, 2011 sHaeilcbad in conjunction with t
accompanying consolidated financial statementsratated notes thereto and “ltem 7. ManagensebBiscussion and Analysis of Finan
Condition and Results of Operations” below:

As of
December 31, 201.

Balance sheet data

Assets $ 19,646,49
Liabilities 5,824,08.
Shopoff Properties Trust Stockhold’ equity 13,411,65
Stockholders’ Equity 13,822,40
Liabilities and Stockhold’s Equity $ 19,646,49
Operating data:

For the

Year Ended

December 31, 2011
Revenue! $ 6,300,001
Expense: $ 7,933,04.
Net loss before income tax $ (1,633,04)
Net loss $ (1,641,95)
Less: net loss attributable to noncontrolling intts (15,77%)
Net loss attributable to the Compe $ (1,626,179
Other data:
Cash flows used in operating activit (1,312,22)
Cash flows provided by investing activiti 4,083,52:
Cash flows provided by financing activiti (2,781,99)
Per share data:

Net income per common she- basic (0.80)
Net income per common she- diluted (0.80

Weightec-average number of common shares outstar- basic 2,021,72!
Weighte-average number of common shares outstar- diluted 2,021,72!

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion and ariglgsgether with our consolidated financial statemeantsl notes thereto included in t
Annual Report on Form -K. The following information contains forwatdeking statements, which are subject to risks andertainties
Should one or more of these risks or uncertaintiegerialize, actual results may differ materialhprh those expressed or implied by
forward-looking statements. Please see “Special Note RiggrForward-Looking Statementsibove for a description of these risks
uncertainties.

Company Overview

We are a Maryland corporation that intends to dyals a real estate investment trust, or REIT, ti@gg with the taxable year ended
December 31, 2012. On November 30, 2006, we filezhstration statement on Form S-11 (File No. 339042) under Section 856 (c) of the
Internal Revenue Code with the SEC to offer a mimimof 1,700,000 shares and a maximum of 20,100658860es of common stock for sale to
the public. The SEC declared the registration state effective on August 29, 2007, and we thendhad our initial public offering. We sold
the minimum offering of 1,700,000 shares on Audi%t2008, at $9.50 per share. Our offering ternaidiaugust 29, 2010 and we proceeded
with the deregistration of all shares remainingdale through the filing of a post effective ameedtmumber 7 with the SEC. As of December
31, 2011, we had sold 1,919,400 shares of comnuak $or $18,234,300, excluding shares purchaseithdyBponsor.

On October 14, 2011, the Company filed post effeckkmendment No. 1 to form &registration statement, filed for the purpos
terminating the registration statement and deregigl any unissued shares previously registere@muthg registration statement and issu
under the plan. No shares have been issued urelptah since August 2010.

The Company, as a result of the closing of an atfipm that occurred on November 5, 2009, utilizesubstantial portion of its remain
liquidity as of September 30, 2009. This liquidgiyortage continued during 2011, as although the gaom successfully sold two real es
investments that were designated as held for satd Becember 31, 2010, the Company experienceysli@ the payoff of a secured mortg
note receivable, and was unable to close jointurestplanned during 2011, which would have gendragsh for operations and additic
investments. Additionally, during 2011 the residalimeal estate market continued to experienceatistand turbulence, including several o
markets in which the Company had made investmentgsidential land. This continued distress antulence during 2011 resulted in
Company recognizing in 2011, impairment charges @ortion of its real estate investments of whiohh Company believes a portion will



earned back when future real estate dispositioogroc

As a result of the Company’s delays in creatingitaatehl liquidity, in mid 2011, the Company’s Adwissold two of the Company'rea
estate investments (a portion of the Tuscany Valleyperties known as Tuscany West and the UnderviRrogect). The sales of these -
Company real estate investments were designhedpimira the Compang’liquidity position, and the Company utilized ttesh generated frc
these two real estate sales to retire a portioth@fCompanys outstanding debt, pay outstanding accounts payabld created a reserve
operations. The Company also utilized availabledéufor additional investments, purchasing in 204ith an affiliate of our Sponsor a
Advisor, a 47.9 acre parcel of unimproved land zooemmercial/retail and mulfamily residential, which currently permits 306 icEsntia
units and 25 acres of retail land located in thevifof Parker, Douglas County, Colorado.
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Since late 2011, the Company has been activelyupgsdiscussions with potential lending sources laord assets. Additional
management has opened discussions with its cumeders to restructure the due dates of existingdoManagement has also been pur:
discussions with potential joint venture partnereowvould purchase a portion of existing Company estate assets in exchange for cash
intent of the Company is to obtain new debt on e=thte owned that is currently unencumbered andnfi@r into a joint venture agreenr
whereby the Company would contribute a portiontefreéal estate assets to the joint venture in exgdhdor cash. See Note 9 to the note
consolidated financial statements.

We have used the proceeds of our initial publiemffy to acquire undeveloped real estate assdtpithsent “value-addedipportunities ¢
other opportunistic investments for our stockhadgén obtain entitlements on such opportunitiespiflicable, and to hold such assets as long
term investments for eventual sale. “Entitlemergsan all inclusive term used to describe the wericomponents of our value added busi
plan. We will undertake various functions to enharice value of our land holdings, including landnpling and design, engineering
processing of tentative tract maps and obtainimgired environmental approvals. All of these idigatitlements are discretionary action:
approved by the local governing jurisdictions. Thésequent entitlement process involves obtaingugril, state, or local biological ¢
natural resource permits if applicable. Federal statle agencies may include the U.S. Army CorpErgfineers, the U.S. Fish and Wild
Service, state wildlife, or others as required. @yaining these approvals or entitlements, we esmore impediments for development
future owners and developers of the projects. thiigsugh this systematic process that we belieaewle can realize profits for our investors
enhancing asset values of our real estate holdifgs.majority of the property acquired will be leed primarily in the States of Califorr
Nevada, Arizona, Hawaii and Texas. If market cdndg dictate and if approved by our board of dmestwe may invest in properties loce
outside of these states. On a limited basis, we aggyire interests in income producing properties @vnership interests in firms engage
real estate activities or whose assets consistigrfificant real estate holdings, provided theseegsiments meet our overall investn
objectives. We plan to own substantially all of @ssets and conduct our operations through ourafpgrPartnership, or wholly own
subsidiaries of the Operating Partnership. Our yhoWned subsidiary, Shopoff General Partner, Li<the sole general partner of
Operating Partnership. We have no paid employdss Atlvisor conducts our operations and managepartfiolio of real estate investments.

The recent focus of our acquisitions has been stredised or opportunistic property offerings. At meception, our focus was on add
value to property through the entitlement procéss,the recent real estate market has generategysof real estate projects that are
partially or completely developed versus vacantieweloped land. This has changed the focus of ayuisitions to enhancing the value of
property through redesign and engineering refingsmand has removed much of the entitlement riskwleaexpected to undertake. Althoi
acquiring distressed assets at greatly reducedgfiom the peaks of 20052606 does not guaranty us success, we believé thaes allow u
the opportunity to acquire more assets than prelyatontemplated.

We believe there will be continued distress inr estate market in the near term, although wktlf@t prices have found support in s
of our target markets. We have seen pricing irsgesabstantially from the lows of the past few gebut opportunities continue to be availi
as properties make their way through the finangyatem and ultimately come to market. We are asing more opportunities to work w
landowners under options or joint ventures andiok#atitiements in order to create long term shaladr value. Our view of the mid to lo
term is more positive, and we expect property \&@boeimprove over the four- to tgrear time horizon. Our plan has been to be in @ipogo
capitalize on these opportunities for capital apiation.

Through December 31, 2011, we had purchased allpmrtion of nine properties, four of which werdsequently either fully or partia
sold, one on March 20, 2009, one on February 3020te on May 10, 2011 and one on May 13, 2011 haadoriginated three secured
estate loans, two of which were subsequently cdesdp real estate owned on September 4, 2009emul of settlement negotiations betw
the obligor and us. We had no properties in es@aswf December 31, 2011. We have placed one additppoperty in escrow since Decenr
31, 2011.
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A portion of the proceeds of our offering were rgse to meet working capital needs and contingenassociated with our operations. "
believe this reserve allocation aided our objeati’preserving capital for our investors by supjmgrthe maintenance and viability of
properties we acquired. We have allocated to oukiwg capital reserve not less than 0.5% of thesgroceeds of the offering. As long as we
own any undeveloped real estate assets, we vailres working capital reserves an amount equat keast 0.5% and not more than 5% of the
gross proceeds of the offering, subject to revied @e-evaluation by the board of directors. If reee and any available income become
insufficient to cover our operating expenses aabilities, it may be necessary to obtain additidnats by borrowing, refinancing properties
and/or liquidating our investment in one or moregarties. There is no assurance that such fund&evdvailable or, if available, that the ter
will be acceptable to us.

As of December 31, 2011, the Company has insuffidiquidity to maintain working capital reservels05% of the gross proceeds of the
offering as initially projected. The Company haseta steps to increase overall liquidity, by actvelirsuing discussions with potential lending
sources for land assets and joint venture partmboswould purchase a portion of existing Compara} estate assets in exchange for cash and
anticipates that the minimum working capital regent0.5% will be available when the Company iscegsful in its financing and
recapitalization efforts.

We intend to make an election to be taxed as a REtEr Section 856(c) of the Internal Revenue Godeur tax year ending December
31, 2012. In order to qualify as a REIT, we mustrithute to our stockholders each calendar yelaat 90% of our taxable income, excluding
net capital gains. If we qualify as a REIT for femléncome tax purposes, we generally will not blject to federal income tax on income that
we distribute to our stockholders. If we fail toadjfy as a REIT in any taxable year, we will be jgahb to federal income tax on our taxable
income at regular corporate rates and will not éenitted to qualify as a REIT for four years folliog the year in which our qualification is
denied. Such an event could materially and advweedféct our net income (if any) and results of @piens.

Results of Operations

Although we have made several acquisitions withbetuse of capital from outside investment firms,a@ntemplate using capital from
these outside investment firms in the coming y&agrow the Company’s investment base. As suchresults of operations as of the date of
this report are not necessarily indicative of thespected in future periods.

Through December 31, 2011, we had purchased alpartion of nine properties, four of which werdsequently either fully or partially
sold:

« The first property was purchased on December 318 26r $2,000,000 and we incurred closing and eelabsts of approximately
$614,000 including $476,774 in reconveyance cdstis property was subsequently sold on March 209Z0r $5,000,000 and the
Company recognized a gain on the sale of approgim&e,045,000

« The second property was purchased on April 17, 2009650,000 and we incurred closing and relatestscof approximatel
$45,000. This property was subsequently sold omuzeh 3, 2010 for $2,231,775 and the Company reizedra gain on the sale of
approximately $744,00(

« The third property was purchased on May 19, 2009%$1,650,000 and we incurred closing and relatetscof approximately $60,0(
On August 31, 2010, we closed on a $1,000,000 $eanred by the third property purchased on May@09. This third property was
subsequently sold on May 13, 2011 for $4,500,0@Dthe Company recognized a gain on the sale obappately $2,401,000. As a
condition of the sale, the $1,000,000 loan secbyethe third property was paid in full at the clafeescrow.

« The fourth property was purchased on July 31, 26833,000,000, which included a seller note cénagk of $2,000,000 and we
incurred closing and related costs of approxima$dlyl82. As of December 31, 2011, we have madeipahpay downs totaling
$800,000 on the $2,000,000 seller note carry t

« The fifth and sixth properties were acquired ont8eyber 4, 2009 via a Settlement Agreement withriggiook Investments, L.P., a
California limited partnership (“Springbrook”), imhich Springbrook agreed to execute and delivawmatgleed to the underlying real
estate collateral in consideration for the dischdrg us of all of Springbrook’s obligations undeotsecured promissory notes owned
by the Company. The tax basis of the fifth properhen acquired was $2,152,210 and tax basis dfiittle property when acquired
was $472,43€
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« The seventh and eighth properties were purchasétbwamber 5, 2009 for an aggregate amount of $90800 which included a
seller note carry back of $2,900,000, and we ireminlosing and related costs of approximately 82D, A portion of the seventh a
eighth properties was subsequently sold on May2@01 for $1,800,000 and the Company recognizedsada the sale of
approximately $21,500. On May 12, 2011, the Compaaig all outstanding principal and interest dugh@nseller note carrybac

« The ninth property was purchased on November 18] 26r an aggregate amount of $4,900,000, whicluded two first positiot
seller note carry backs in an aggregate amoun2 &0®,000 and one second position seller note &ty of $1,100,100. This ninth
property was purchased by SPT-Vantage Point, LIOp8ff Partners, L.P., an affiliate of the Compasya member and the manager
of SPT-Vantage Point, LLC. Shopoff Partners, L.Bvsership percentage of SPT-Vantage Point, LL@ejsendent on the level of
capital contributed to SPT-Vantage Point, LLC amdiiticipated to change as the Company contemyfetasse of additional joint
venture partners to fund a majority of the cashuiregl for this project. Currently one such joienture partner is an entity that is
affiliated with the Company, our Advisor, and oyroBsor.

Through December 31, 2011, we have originated tbeeared real estate loans receivable: one in ani@inof $600,000 to one borrower
and two separate loans to a second borrower iaghgeegate amount of $2,300,000. The two separate lw a second borrower in the
aggregate amount of $2,300,000 were convertedatertate owned on September 4, 2009 when we ittekot the underlying real estate
serving as collateral for the two loans. The $600,8ecured real estate loan receivable incurredasing costs as all title, escrow and attorney
fees were paid for by the borrower through escrdsvof December 31, 2011, from the $600,000 loanhaxe earned $201,593 in interest
income, (i) $22,382 of which was accrued intereseivable that was subsequently written off whenGbmpany recognized a loan loss
provision in 2011, (ii) $88,000 of which has beedxo us by the borrower, (iii) $91,211 which veakled to the principal balance upon the
reinstatement and modification of this loan in AsgR010, (iv) paid an acquisition fee of $18,0003% of the contract price to the Advisor,
which was paid to SPT Real Estate Finance, LLC uperclosing of escrow on September 30, 2008, engaid the Advisor asset managen
fees of $38,000. Prior to the conversion of the é@parate loans aggregating $2,300,000 to redkestmed, we had, (i) accrued $324,647 in
interest income, (ii) paid an acquisition fee 09#®0, or 3% of the contract price to the Advisanjch was paid upon the closing of escrow on
January 9, 2009, and (jii) paid the Advisor assahagement fees of $31,207. As of December 31, 2ide the conversion of the two
separate loans aggregating $2,300,000 to reakestated, we have paid the Advisor asset manageieenbf $116,386.

Revenues for the year ended December 31, 2011 xippied $6,300,000. These revenues consisted éxelysf two sales of real estate.

Expenses for the year ended December 31, 201 Lxapmted $7,942,000. These expenses consisted flsirnacost of sales of real estate,
impairment charges, a loan loss provision, protessdifees, stock based compensation, insurance,afhgesubscriptions, director
compensation, general and administrative expeasesa provision for income taxes.

For the year ended December 31, 2011, we hadlassedf approximately $1,642,000 due primarilyhe sales of real estate offset by cost
of sales of real estate, impairment charges, altmemprovision, stock based compensation, andatipgrexpenses, consisting primarily of
professional fees, insurance, director compensadioas and subscriptions, general and adminisgratipenses, and a provision for income
taxes.

Comparison of Twelve Months Ended December 31, 201G Twelve Months Ended December 31, 2010

Total revenues Total revenues increased by $3,921,856 or 164d3%6,300,000 for the twelve months ended Decer@be?011
compared to $2,378,144 for the twelve months efdiEzbmber 31, 2010. The significant componentswenae are discussed below.
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Sale of real estateThis caption represents revenues earned frordiip@sition of real estate and real estate-relaesstments. Sale of
real estate increased $4,068,225 or 182.3% to 830 for the twelve months ended December 31, 20tipared to $2,231,775 for the
twelve months ended December 31, 2010. The Comgaldytwo real estate investments during the tweleaths ended December 31, 2011
compared to one real estate investment duringitblré months ended December 31, 2010. During tleévenmonths ended December 31,
2011, the Company sold 543 single family residéidis, a 9.4 acre park, and over 70 acres of gpece on a total of 225 acres of unimprc
land located in the City of Menifee, Riverside Ctu@alifornia and 164 entitled but unimproved resitlal lots located in the City of Lake
Elsinore, California. For the twelve months endest&@nber 31, 2010 the Company sold 65 finished eatiE lots and 6 lettered lots locatec
the City of Lake Elsinore, Riverside County, Califi.

Interest income, notes receivabld his caption represents revenues earned frorartgmation of secured real estate loans. Interest
income, notes receivable decreased $96,248 or 0@ 0 for the twelve months ended December 311 2@mpared to $96,248 for the
twelve months ended December 31, 2010. The decvemsdue to the Company concluding that a colléialssue existed regarding a note
receivable that had matured and remained unpaid.t®this collectability issue, the Company stopgecruing interest on this matured note
receivable. For the year ended December 31, 2B8&0C0ompany had accrued interest on this note ralleivn accordance with the note
agreement.

Interest income and otherThis caption represents revenues earned frormtlrest earned on cash held in escrow accoupésatng
accounts, savings accounts, certificates of depamitother similar investments. Interest income ather decreased $1,006, or 100.0% to $
the year ended December 31, 2011 compared to $100@ge year ended December 31, 2010. The decras@rimarily related to the
reduction in the amount of cash available for terappinvestments due to the use of Company casfat@ real estate and real estate-related
investments and for the payment of Company opeya&ipenses.

Other income This caption represents revenues earned frormibeellaneous or other non-recurring or rigpical sources. Other incor
decreased $49,115, or 100.0% to $0 for the twelerths ended December 31, 2011 compared to $49¢t 16 twelve months ended
December 31, 2010. The Company received receiptstdrm drain credit whose rights were obtaineddgs part of a larger purchase on
November 5, 2009 during the twelve months endedeBéer 31, 2010. This was a ~time non-recurring income event for the Company.

Total expenses Total expenses increased by $3,437,525 or 76039%,941,954 for the twelve months ended Decer@be?011
compared to $4,504,429 for the twelve months efdiszbmber 31, 2010. The significant components pérge are discussed below.

Cost of sales of real estateCost of sale of real estate represents direstsaitributable to the investment in the goodd byglthe
Company. Cost of sales of real estate increaset83231 or 163.5% to $3,920,387 for the twelve meminded December 31, 2011 compared
to $1,487,956 for the twelve months ended DecerBbeP010. The Company sold two real estate invassiiuring the twelve months ended
December 31, 2011 compared to one real estatetmeasthat was sold during the twelve months eridecember 31, 2010. During the twe
months ended December 31, 2011 the Company soldibgl family residential lots, a 9.4 acre parkg aver 70 acres of open space on a
total of 225 acres of unimproved land located i @ity of Menifee, Riverside County California ab@4 entitled but unimproved residential
lots located in the City of Lake Elsinore, Calif@nDuring the twelve months ended December 3102h& Company sold 65 finished
residential lots and 6 lettered lots located inClity of Lake Elsinore, Riverside County, Califaani

Impairment expense Impairment expenses increased by $500,000, .6¢66 $1,500,000 for the twelve months ended Déesrdl,
2011 compared to $1,000,000 for the twelve montiteé December 31, 2010. Impairment expenses repribgedifference between the fair
value of the Company’s real estate investmentstamdecorded value of the Company’s real estatestmvents. During the twelve months
ended December 31, 2011, the Company recognizeaiiments on two real estate investments; a $1,000r@pairment on the Tuscany
Crest / Tuscany Valley portion of the Tuscany Malleoperties and a $500,000 impairment on the Dé&4eon Estates Property. During the
twelve months ended December 31, 2010, the Compaognized impairments on three real estate invastisna $397,000 impairment on the
Desert Moon Estates Property, a $335,000 impairmerthe Tuscany West portion of the Tuscany Vallmperties, and a $268,000
impairment on the commercial portion of the Tusc¥@ajley properties.
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Loan loss provision.oan loss provision increased $356,796, or 1009$366,796 for the twelve months ended Decembe2@11
compared to $0 for the twelve months ended DeceBibe2010. Based on a review of a matured Compatg/ neceivable and the underlying
collateral securing this note receivable, manag¢memcluded that this note receivable may not g &wllectible.

Legal settlementThis caption represents expenses incurred fromethaution of specific Company legal activities amd considered
non-recurring or non-typical in nature. Legal sattent increased $70,000, or 100.0% to $70,00(heotwelve months ended December 31,
2011 compared to $0 for the twelve months endeceDéer 31, 2010. Based on a recent ruling from againg arbitration matter and a
subsequent settlement between the parties invotmadagement concluded that it was probable the @oynwould incur a loss related to this
arbitration proceeding and also concluded thattheunt of the loss could be estimated. This legilesnent is a non-recurring expense for the
Company.

Stock based compensatiofThis caption represents restricted stock gramtek options, and other share based compensaiiborized b
the Companys board of directors. Stock based compensatioredsed by $21,703, or 4.1% to $514,348 for the ®velenths ended Decem
31, 2011 compared to $536,051 for the twelve moetitked December 31, 2010. The decrease was de @ompany recognizing a smaller
overall amount of option expense in 2011 as contper®010; during the twelve months ended Decer8ibeP010, the Company recognized
one full year of option expense based on the vgstimedule of new options issued in August 2010ew options were issued during the
twelve months ended December 31, 2011.

Asset management feeé\sset management fees decreased by $7,754,%rtd.$370,696 for the twelve months ended Deceraber
2011 compared to $378,450 for the twelve monthgeémecember 31, 2010. The decrease was primamyal(i) the Company having one
less real estate investment in 2011as compare@dli®; 2luring the twelve months ended December 310 2#0e Company sold one real estate
investment, (ii) the Company having two less rette investments in 2011 as compared to 2010ngltine twelve months ended December
31, 2011 the Company sold two real estate invegsrbat were owned during the twelve months endecehber 31, 2010, offset by (iii) the
Company having one more real estate investmer?1i 2s compared to 2010; in November 2011, the @oasnpurchased a real estate
investment that was not owned during the twelve tii@ended December 31, 2010.

Professional fees Professional fees increased by $118,124, 084101$405,786 for the twelve months ended Decer@be?011
compared to $287,662 for the twelve months endexk®éer 31, 2010. The increase was primarily dyg tagher legal fees generally in 2C
as compared to 2010, (ii) expenses in 2011 relatgde Company’s common stock valuation; prior®. 2the Company did not provide a
common stock valuation as the Company’s Offering teeently ended (August 29, 2010), and (iii) ehleiglevel of legal expenses related to
the default of an existing note receivable origitedn September 30, 2008 in 2011 as compared @ P@ttially offset by (iv) a lower amount
of fees related to the Company’s independent Sag&@xley consultant in 2011 as compared to 2010.

Insurance. Insurance decreased by $13,382, or 6.6% to $80dor the twelve months ended December 31, 20tripared to $203,662
for the twelve months ended December 31, 2010.dEoecase was primarily due to the cancellationr@ompany officer’'s key man
insurance policy in 2011; in 2010 this policy wé$ being maintained by the Company.

General and administrative General and administrative costs increased By3®@, or 30.4% to $261,316 for the twelve montinieel
December 31, 2011 as compared to $200,394 fomtblee months ended December 31, 2010. The incrgas@rimarily due to, (i)
amortization expense related to legal fees andfle@mincurred on a new loan secured by an existiagestate investment that closed in
August 2010; the Company did not incur any amatitizaexpense prior to August 2010, and (ii) inteeegense on a new loan secured by an
existing real estate investment that closed in Atg@010, partially offset by (iii) in 2010, the Cpany incurred legal expenses related to an
arbitration proceeding related to a previously otvasset; in 2011 a settlement was reached witbl#imants.

Dues and subscriptionsDues and subscriptions represent fees paideoZ ttmpany for membership in and benefits from verieal
estate and real estatelated organizations. Dues and subscriptions desteeased by $48,993 or 36.7% to $84,796 fontleb/e months ende
December 31, 2011 as compared to $133,789 fomtblee months ended December 31, 2010. The decvesserimarily due to (i) a material
renegotiation of an annual Company subscriptioP0ihl; during 2010 the Company negotiated a fifticpet savings for the 2011 annual
subscription period, and (ii) the cancellation afltiple annual Company subscriptions in 2011; in@€hese subscriptions had not yet been
terminated.
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Director compensation Director compensation decreased by $8,250,38640 $181,750 for the twelve months ended Decerdbep01!
compared to $190,000 for the twelve months endexk®éer 31, 2010. The decrease was primarily dtleet€ompany holding fewer board
and committee meetings in 2011 as compared to 2010.

Due diligence costs related to properties not acegli  Due diligence costs related to properties mquaed decreased $24,216 or 24.0%
to $76,887 for the twelve months ended Decembe@1] compared to $101,103 for the twelve montliedridecember 31, 2010. The
increase was primarily related to the Company iniegras lower a level of expenses related to thieve of potential real estate investments in
2011 as compared to 2010.

Provision (benefit) for income taxeslhis caption represents the amount on the condetidstatement of operations that estimates the
Company’s total income tax liability for the yeslye incurred $8,912 in provision for income taxestfee twelve months ended December 31,
2011 compared to a benefit of $(14,637) for thevwerenonths ended December 31, 2010. The Compaimigates a tax liability for the year
ended December 31, 2011 based on the sale of setsadesignated as held for sale as of Decemb@030,and as such recognized a
provision for income taxes of $8,912 for the twetmenths ended December 31, 2011. The Company’sgiwovfor income taxes which was
originally projected in December 2009 for the cdl@nyear ended December 31, 2009 was revised doiawasulting in a credit back to the
Company due to a lower overall projected incomeetgposure for the calendar year ended Decemb&08B, This credit was reflected during
the twelve months ended December 31, 2010.

Market Conditions

The United States recently faced a severe econamsis including a major recession from which isiewly recovering. Business activity
across a wide range of industries and regions rswaduced and local governments and many busebsse experienced financial difficulty.
Unemployment levels remain elevated. These comdititave had and will likely continue to have a tigsgampact on the price of real estat:
most regions in the U.S. and the terms and avditiabf credit.

Organization and Offering Costs

The Company’s organization and offering costs vpenenitted to be paid by the Company’s Advisor, lemellealer and their affiliates on
the Company’s behalf. These organization and offeciosts included all expenses to be paid by gsimection with the Company’s public
offering, including but not limited to (i) legalceounting, printing, mailing, and filing fees; (dharges of the escrow holder; (iii) reimburser
of the broker-dealer for amounts it may pay to frinse the bona fide diligence expenses of othdwdordealers and registered investment
advisors; (iv) reimbursement to the advisor foreotbosts in connection with preparing supplemesdalds materials; (v) the cost of educational
conferences held by us (including the travel, maadl lodging costs of registered representativésaker-dealers); and (vi) reimbursement to
the broker-dealer for travel, meals, lodging, attdradance fees incurred by employees of the brdkater to attend retail seminars conducted
by broker-dealers.

Pursuant to the Advisory Agreement and the broleatet agreement, we were obligated to reimbursédivisor, the broker-dealer or
their affiliates, as applicable, for organizatiordaffering costs paid by them on our behalf, pidedi that the Advisor was obligated to
reimburse us to the extent the organization anetioff costs incurred by us in the offering exce2®4% of our gross offering proceeds. The
Advisor and its affiliates incurred on our behaifjanization and offering costs of $5.29 millionahgh December 31, 2011. Such costs were
only a liability to us to the extent the organipatiand offering costs did not exceed 12.34% ofjytloss proceeds of the offering. From
commencement of our initial public offering throuightermination on August 29, 2010, we sold 1,900,shares for gross offering proceed
$18.23 million, excluding shares purchased by thenSor and excluding vested restricted stock griaatsed to certain officers and directors,
and recorded organization and offering costs o8& aillion.
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From the 1,919,400 shares sold, excluding shamehased by the Sponsor and excluding vested restrstock grants issued to certain
officers and directors, we reimbursed in excegheoAdvisor and its affiliates, approximately $3810 which represents the amount of
organizational and offering expenses over the 22.8rit that were reimbursed to the Advisor durthg offering period which terminated
August 29, 2010. The Advisory Agreement dated Atig9s 2007 as amended, entered into between u§pbeating partnership and the
Advisor, states that the Advisor had 60 days frbemend of the month in which the offering termisgatereimburse us for any organizational
and offering expenses in excess of the 12.34%.lifhi¢ Advisor and its affiliates owed us approxietat$381,000 on or before October 31,
2010.

During the year ended December 31, 2011, we reddiom the Advisor and affiliated entities, approately $381,000 which represen
the amount of organizational and offering expemsexcess of the 12.34% limit that were reimbursethe Advisor during the offering period
which terminated August 29, 2010.

Liquidity and Capital Resources

We broke escrow on our initial public offering omigust 29, 2008 and commenced real estate operatitmtghe acquisition of our first
material real estate investment on December 318.2l4is first real estate investment was subsefyusald on March 20, 2009 for $5,000,0
Our offering and selling to the public up to 2,8 shares of our common stock, $.01 par valuslipere, at $9.50 per share and 18,100,000
shares of our common stock, $.01 par value peesha$10.00 per share ended August 29, 2010. Reoémber 31, 2011, we had sold and
accepted 1,919,400 shares of our common stockl®2$84,300 excluding shares issued to the Spowmssied restricted stock grants issued to
certain officers and directors, and shares of comstock issued to certain accredited investorspriveate placement as part of the
consideration for the acquisition of land.

Our principal demand for funds is and will be foe tacquisition of undeveloped real estate propedial other real estate-related
investments, the payment of operating and genachbdministrative expenses, capital expenditurdspayments under debt obligations when
applicable.

We did not pay any distributions to stockholdenstfe year ended December 31, 2011.

As discussed further in Note 1 of the notes to obidated financial statements, as of December 8112the Company has suffered losses
and cash outflows from operations during 2011 &tD2has limited liquidity and significant liabiis maturing in 2012. These conditions r
substantial doubt about our ability to continueneet liquidity requirements and to continue asiaggooncern. As a result, management is
taking the following actions: The Company is adiMeursuing discussions with potential lending s@srfor land assets as the market for
lending on unentitled and undeveloped land hasrbheanore available although the cost of funds cbelgrohibitive. Additionally,
management has opened discussions with its cuerdérs to restructure the due dates of existingdoManagement has also been pursuing
discussions with potential joint venture partnetwvould purchase a portion of existing Company estate assets in exchange for cash. The
intent of the Company is to obtain new debt on esshte owned that is currently unencumbered anehter into a joint venture agreement
whereby the Company would contribute a portiont®féal estate assets to the joint venture in exgéor cash. The Company is currently
seeking approximately $3,000,000 in new fundingrfreither lending or joint venture sources.

As of December 31, 2011, our liabilities totaled8&3l,084 and consisted of accounts payable andeattiabilities, due to related parties,
income taxes payable, interest on notes payabtknates payable secured by Company assets. ObtB245084 in total liabilities $3,473,284
are short term and $2,350,800 are long term. Wiealaurrently have sufficient liquidity to meet aalrort term liability obligations as
disclosed; however, management believes that @xtension of the maturity date of the Desert MEstates Company note payable is
possible as the lender has extended the maturiéyaldhis note on two previous occasions (see Baikthe notes to consolidated financial
statements), (ii) an extension of the maturity ddtdhe second lien on the Vantage Point properfyoissible as management successfully
negotiated with the lender during the Company’sugition of the Vantage Point property, (iii) lendisources for land assets have become
more available although the cost of funds couldhigé, and (iv) a recapitalization whereby a thiary capital source would take partial
ownership of existing Company assets in a jointwenarrangement in exchange for cash is possghtisaussions have occurred with several
real estate private equity firms who have indicatgdrest in taking a partial ownership positioriaéxisting Company assets. As a result o
(i), (iii), and (iv) above, we believe we will hasufficient funds for the operation of the Compémthe foreseeable future. If (i), (ii), (iii)nd
(iv) discussed above do not happen, we may needrsider alternative solutions or we may need &se®perations.
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Cash Flows

The following is a comparison of the main composeaftour statements of cash flows for the year édlecember 31, 2011 to the year
ended December 31, 2010:

Cash From Operating Activities

As of December 31, 2011, we owned one hundred peofdive real estate investments and a portioa sixth real estate investment, n
of which generates recurring income, and ownedreakestate-related investment. Net cash useddratipg activities for the year ended
December 31, 2011 was $1,312,220 compared to $304h&t was used in operating activities for theryended December 31, 2010. Net cash
used in operating activities increased in 2011 prily as a result of (i) in 2011 the Company seld real estate investments; in 2010 the
Company sold one real estate investment, (ii) ihl2he Company recognized higher impairment chaagesompared to 2010, (iii) in 2011 the
Company recognized a loan loss provision on one 2oy real estate related investment; in 2010 thag2my did not recognize any loan loss
provisions, and (iv) a decrease in overall Comgafyjlities in 2011; in 2010 overall Company liabés increased.

Cash From Investing Activities

Net cash provided by investing activities for tleayended December 31, 2011 was $4,083,523 comma$d®9,383 that was provided
investing activities for the year ended December2B10. Net cash provided by investing activitiesréased primarily as a result of (i) in 2011
the Company sold two real estate investments; if928e Company sold one real estate investmerseiolffy (ii) in 2011 the Company made a
larger overall investment into real estate ownedamspared to 2010.

Cash From Financing Activities

Net cash used in financing activities for the yeraded December 31, 2011 was $2,781,992 compa&2b{674 that was provided by
financing activities for the year ended December2®110. Net cash used in financing activities daseel primarily as a result of (i) the
Company made principal repayments on three seawots$ payable in 2011, repaying two notes in fadl enaking a partial principal pay do\
on a third secured note payable; in 2010 partiakjpal repayments were required in order to seeutensions on secured notes payable, (ii)
the Company did not use restricted cash to seetter$ of credit which were in turn used to secameds on a Company owned real estate
investment in 2011; in 2010 the Company used rstticash to secure letters of credit which weterin used to secure bonds on a Company
owed real estate investment, (iii) in 2011 the Camypreceived funds from an affiliate of our Advisord Sponsor as part of a real estate
acquisition of which this affiliate is a joint veme partner with the Company; in 2010, the Compdidynot receive acquire any real estate
investments utilizing joint venture partners, aiv ih 2010, the Company obtained a new loan oexsting real estate investment; in 2011
Company did not obtain any new loans on existirad) @state investments.

Our principal demands for cash will be for propextyjuisitions and the payment of our operatingadmdinistrative expenses, future debt
service obligations and distributions to our staiillrs. We intend to acquire properties with casthmortgage or other debt, but we may
acquire properties free and clear of permanentgage indebtedness by paying the entire purchase fmi properties in cash.

As of December 31, 2011, we have raised $18,4341¥66mmon stock sales including shares purchagedibSponsor and have inves
a majority of this cash in Company assets and tipas significantly reducing funds for future optng and administrative expenses and
existing and future debt service obligations. Mamagnt is aware that in addition to the global aegianal economic crisis affecting real estate
in general, our current lack of liquidity can basenably anticipated to have a material impactagital resources necessary for the entitlement
of our properties.

Our ability to finance our operations is subjecséweral uncertainties including those discussed@bnder “Market Conditions” and
under “Risk Factors,” and accordingly, we cannargatee that we will have adequate cash from fifesing or be able to generate adequate
cash from other non-offering sources such as I@ssaf Company assets, (ii) securing appropriatgéo-term debt, or (iii) funding via joint
venture relationships with real estate private gdiims and hedge funds that have an interestimirozestment space, in order to fund our
operating and administrative expenses, any futaebe service obligations and any future payment&fibutions to our stockholders. Our
ability to ultimately sell our real estate investiteeis partially dependent upon the condition af estate markets at the time we are required or
prepared to sell and the ability of purchaserdit@io financing at reasonable commercial rates.
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Potential future sources of capital include secamed unsecured financings from banks or other len@stablishing additional lines of
credit, proceeds from the sale of properties ardismibuted cash flow. Although we have identifigatential noneonventional lending sourct
discussions are in the preliminary stage only &edet is no assurance that an agreement for fingnagihbe reached. We have also not
identified any additional sources of financing dhere is no assurance that such sources of fingseiil be available on favorable terms or at
all.

Distributions

We have not paid any distributions as of Decemiie2811. Our board of directors will determine #imeount of distributions, if any, to be
distributed to our stockholders. The board’s deteation will be based on a number of factors, idatg funds available from operations, our
capital expenditure requirements and the annusilglision requirements necessary to maintain oufTREatus under the Internal Revenue
Code. Because we expect that the majority of tbpgrties we acquire will not generate any operataeh flow, the timing and amount of any
dividends paid will be largely dependent upon thle f acquired properties. Accordingly, it is urtagn as to when, if ever, dividends will be
paid. Although a change in the REIT tax code relatesafe harbor rules has been adopted reducinggatte harbor from four to two years, we
have not changed our business strategy which ikehdriven. We will consider making a distributitmshareholders upon an asset sale but
may choose instead to reinvest the proceeds rithemaking a distribution. Our stockholders shdwdde the expectation that no substantial
income will be generated from our operations fanedime.

The Advisory Agreement

The Advisor is responsible for overseeing the dagay operations of us and has the authority toyaaut all our objectives and purpos
The Advisor has a fiduciary responsibility to usldn our stockholders in carrying out its dutieslenthis Advisory Agreement. In providi
advice and services hereunder, the Advisor shall(ilcengage in any activity which would requiretit be registered as annVestmer
Advisor,” as that term is defined in the Investment Advisiaes of 1940 or in any state securities law or ¢@use us to make such investm
as would cause us to become an “Investment Compasyhat term is defined in the Investment Compaatyof 1940.

Our board of directors has the right to revokeAHRgisor’s authority at any time. We shall pay thévisor the following fees:

Acquisition and Advisory Fee8% of, (i) with respect to any real estate assquized by us directly or indirectly other than alrestat
related investment, the contract purchase pridgdefinderlying property, and (ii) with respect ftyaeal estate related investment acquire
us directly or indirectly, the contract purchasie@of the underlying property.

For the year ended December 31, 2011, the Compeoyred $98,000 in acquisition and advisory feaseghby its Advisor. For the ye
ended December 31, 2010, the Company incurred &0qnisition and advisory fees earned by its Adviso

Debt Financing Feel% of amount available under any loan or line eddrmade available to us.

Asset Management Feesmonthly payment in an amount equal to bmelth of 2% of (i) the aggregate asset valuedperating assets a
(ii) the total contract price plus capitalized detnent and project related costs for real estsgeta held for less than or equal to one year )
directly or indirectly, as of the last day of theepeding month other than a real estatated investment and (iii) the appraised valu
determined from time to time for real estate askeld for greater than one year by us, directlindirectly, as of the last day of the prece
month other than a real estate-related investmmoh{(i&) the appraised value of the underlying propegor any real estateelated investme
held by us, directly or indirectly, as of the ldsty of the preceding month, in the case of subse¢iv) not to exceed onvelfth of 2% of th:
funds advanced by us for the purchase of the stateerelated investment.
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For the year ended December 31, 2011, the Companyred $370,696 in asset management fees earnisl Agvisor. For the year enc
December 31, 2010, the Company incurred $378,4583rt management fees earned by its Advisor.

Disposition Feesequal to, (i) in the case of the sale of any retdte asset, other than real estate-related ineassimthe lesser of: (a) one-

half of the competitive real estate commission pgido 3% of the contract price or, if none is paiige amount that customarily would be p
or (b) 3% of the contract purchase price of eaeheastate asset sold, and (ii) in the case ofdledcf any real estatelated investments, 3%
the sales price of such real estetlated investments. A disposition fee payable uritis section may be paid in addition to real &
commissions paid to noaffiliates, provided that the total real estate odssions (including such disposition fee) paid Hgparsons by us fi
each real estate asset, upon disposition therkall, 5ot exceed an amount equal to the lesser) &% of the aggregate contract price of ¢
real estate asset or (ii) the competitive realtestammission for each real estate asset. We a#iltpe disposition fees for a property at the
the property is sold.

For the year ended December 31, 2011, the Compawred $189,000 in disposition fees earned byAdsisor. For the year end
December 31, 2010, the Company incurred $66,98Bsposition fees earned by its Advisor.

Subordinated Participation in Distributable Cash50% of remaining amounts of Distributable Cashraft¢urn of capital plus payment
stockholders of a 10% annual, cumulative, mompounded return on capital. The Subordinatedidization in Distributable Cash shall
payable to the Advisor at the time or times tha& @ompany determines that the Subordinated Paatioip in Distributable Cash has b
earned by the Advisor.

Subordinated Incentive Fee Due Upon Listindgs0% of the amount by which the market value of mammon stock exceeds the aggre
capital contributed by stockholders plus paymergttakholders of a 10% annual, cumulative, sompounded return on capital. Upon List
the Advisor shall be entitled to the Subordinateckhtive Fee Upon Listing. The Subordinated Ineenfiee Due Upon Listing shall be pay:
to the Advisor following twelve (12) months aftersting. We shall have the option to pay such fe¢him form of cash, common stock
promissory note with interest accrued as of the détListing, or any combination of the foregoimg, determined by the board of director:
the event the Subordinated Incentive Fee Due Upstin is paid to the Advisor following Listing, éhAdvisor will not be entitled to recei
any payments of Subordinated Performance Fee Upomiliation or Subordinated Participation in Distitdble Cash following receipt of 1
Subordinated Incentive Fee Due Upon Listing.

Subordinated Performance Fee Due Upon Terminatioa performance fee of 50% of the amount by wiiighgreater of the market va
of our outstanding common stock or real estatbetime of termination, plus total distributiondg#o our stockholders, exceeds the aggre
capital contributed by stockholders plus paymerhtestors of a 10% annual, cumulative, remmpounded return on capital. Upon terming
of this Advisory Agreement, the Advisor shall beited to the Subordinated Performance Fee Due Upmination.

Investment Objectives

A discussion of our Investment Objectives is setfin Item 1 - Business.

A discussion of the real estate and real estagelinvestments executed by us as of Decemb@031, is set forth in Item 2 — Properties.
Critical Accounting Policies

As defined by the SEC, our critical accounting gie will be those which are both important to ploetrayal of our financial condition a
results of operations, and which require managemenbst difficult, subjective, and/or complex judgrtse often as a result of the nee
make significant estimates and assumptions abeufutiare effect of matters that are inherently utage. Such estimates and assumptions
be made and evaluated on angming basis using information that is currently italde as well as various other assumptions betieeebe
reasonable under the circumstances. An accounsitignate requires assumptions about uncertain rsattet could have a material effect
the consolidated financial statements if a diffe@mount within a range of estimates were used estimates changed from perioderiod
Estimates are made under facts and circumstanaepaint in time, and changes in those facts araligistances could produce actual re
that differ from when those estimates were madehgps in material adverse ways. We anticipate dlatcritical accounting policies w
include those which are described immediately below
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Use of Estimates

The preparation of financial statements in accordamith GAAP requires management to make estimratdgudgments that affect the
reported amounts of assets, liabilities, revennesexpenses, and the related disclosure of comtiragsets and liabilities. These estimates will
be made and evaluated on an on-going basis, usioigriation that is currently available as well pplacable assumptions believed to be
reasonable under the circumstances. Actual remdisvary from those estimates; in addition, sud¢imeges could be different under other
conditions and/or if we use alternative assumptions

Principles of Consolidation

Since the Company’s wholly owned subsidiary, Shb@ahneral Partner, LLC, is the sole general partfi¢he Operating Partnership and
has unilateral control over its management and ntgjerating decisions (even if additional limitemrmers are admitted to the Operating
Partnership), the accounts of the Operating Pattiylgiare consolidated in the Company’s consolidéitethcial statements. The accounts of
Shopoff General Partner, LLC are also consolidateie Company’s consolidated financial statemsintse it is wholly owned by the
Company. Additionally, SPT Real Estate Finance, LE@T-SWRC, LLC, SPT-Lake Elsinore Holding Co., LISPT AZ Land Holdings,
LLC, SPT - Chino Hills, LLC and Shopoff TRS, Incealso 100% owned by the Operating Partnershiglaer@fore their accounts are
consolidated in the Company’s financial statemastsf and for the years ended December 31, 201 Dacember 31, 2010.

Although not wholly owned, since the Company’s (g Partnership is the manager of and has coowerl the management and major
operating decisions of SPT — Vantage Point, LLE,abcounts of SPT — Vantage Point, LLC are conatdiiin the Company’s consolidated
financial statements as of and for the year endszkbber 31, 2011.

All intercompany accounts and transactions areieéted in consolidation.
Cash and Cash Equivalents

The Company considers all highly liquid shtetm investments with original maturities of thm@enths or less when purchased to be
equivalents.

Revenue and Profit Recognition

It is the Company’s policy to recognize gains om $lale of investment properties. In order to qudtif immediate recognition of revenue
on the transaction date, the Company requiregliieagale be consummated, the buyer’s initial amdicoing investment be adequate to
demonstrate a commitment to pay, any receivabldtieg from seller financing not be subject to figisubordination, and that the usual risks
and rewards of ownership be transferred to the bhiWe would expect these criteria to be met atcthse of escrow. The Company'’s policy
also requires that the seller not have any subiatamntinuing involvement with the property. If vilave a commitment to the buyer in a
specific dollar amount, such commitment will beraed and the recognized gain on the sale will daged accordingly.

Transactions with unrelated parties which in sutistaare sales but which do not meet the critesarilged in the preceding paragraph will
be accounted for using the appropriate method (aadhe installment, deposit, or cost recovery pdbtlas set forth in the Company’s policy.
Any disposition of a real estate asset which irstafice is not deemed to be a “sale” for accoungimgoses will be reported as a financing,
leasing, or profit-sharing arrangement as conslappropriate under the circumstances of the dpddihsaction.

For income-producing properties, we intend to reizg base rental income on a straight-line basés the terms of the respective lease
agreements (including any rent holidays). Diffeesnbetween recognized rental income and amountsactunally due under the lease
agreements will be credited or charged (as app#égab rent receivable. Tenant reimbursement regentich is expected to be comprised of
additional amounts recoverable from tenants forroom area maintenance expenses and certain othenseq will be recognized as revenue
in the period in which the related expenses areried.
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Interest income on the Company’s real estate metsvable is recognized on an accrual basis dwelife of the investment using the
effective interest method. Direct loan originatfees and origination or acquisition costs are aixedtover the term of the loan as an
adjustment to interest income. The Company wiltplbbans on nonaccrual status when concern exagtstae ultimate collection of principal
or interest. When a loan is placed on nonaccra#iistthe Company will reserve the accrual for ithpaerest and will not recognize
subsequent interest income until the cash is redeier the loan returns to accrual status.

We believe that the accounting policy related i@reie recognition is a critical accounting poli@chuse of the significant impact reve
recognition will have on our consolidated finanatdtements.

Cost of Real Estate Assets Not Held for Sale

Real estate assets principally consist of whollyned undeveloped real estate for which we obtaifilements and hold such assets as
term investments for eventual sale. Undevelopeldesgate not held for sale will be carried at cgiject to downward adjustment as described
in “Impairment” below. Cost will include the purcdaprice of the land, related acquisition feesya@lsas costs related to entitlement, property
taxes and interest. In addition, any significamtentcosts directly related to acquisition and depelent of the land will be capitalized. The
carrying amount of land will be charged to earningien the related revenue is recognized.

Income-producing properties will generally be cadrat historical cost less accumulated deprecialiba cost of income-producing
properties will include the purchase price of tlwed and buildings and related improvements. Expereti that increase the service life of such
properties will be capitalized; the cost of mairaiece and repairs will be charged to expense asretturhe cost of building and improveme
will be depreciated on a straiglite basis over their estimated useful lives, wrach expected to principally range from approxinyai® to 39
years. When depreciable property is retired oratisgd of, the related cost and accumulated depictiaill be removed from the accounts ¢
any gain or loss will be reflected in operations.

The costs related to abandoned projects are exgpavisen management believes that such projectscal@nger viable investments.

Property Held for Sale

The Company has a policy for property held for s@ler policy, which addresses financial accoungéing reporting for the impairment or
disposal of long-lived assets, requires that ir@ogl in which a component of an entity either hasn disposed of or is classified as held for
sale, the income statements for current and pedogs report the results of operations of the comept as discontinued operations.

When a property is held for sale, such property lvélcarried at the lower of (i) its carrying ambon (i) the estimated fair value less cc
to sell. In addition, a depreciable property bdietd for sale (such as a building) will cease talepreciated. We will classify operating
properties as held for sale in the period in whilttof the following criteria are met:

. Management, having the authority to approve theactommits to a plan to sell the as:

. The asset is available for immediate sale in itssent condition, subject only to terms that arealand customary for sales of s
asset

. An active program to locate a buyer and other astrequired to complete the plan to sell the dsagteen initiatec

. The sale of the asset is probable, and the trapn$fire asset is expected to qualify for recognitice a completed transaction wi
one year

. The asset is being actively marketed for salepaica that is reasonable in relation to its curesttimated fair value; ar
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. Given the actions required to complete the plasetbthe asset, it is unlikely that significant nbas to the plan would be made or
the plan would be abandone

Selling commissions and closing costs will be exgeelhwhen incurred.

We believe that the accounting related to propestyation and impairment is a critical accountisgjreate because: (1) assumptions
inherent in the valuation of our property are hjghlibjective and susceptible to change and (2ntpact of recognizing impairments on our
property could be material to our consolidated hedasheets and statements of operations. We veiluate our property for impairment
periodically on an asset-by-asset basis. This atialu includes three critical assumptions with rega future sales prices, cost of sales and
absorption. The three critical assumptions inclindetiming of the sale, the land residual value greddiscount rate applied to determine the
fair value of the income-producing properties oa bialance sheet date. Our assumptions on the tiofisales are critical because the real
estate industry has historically been cyclical sedsitive to changes in economic conditions suchtasest rates and unemployment levels.
Changes in these economic conditions could maliea#fect the projected sales price, costs to aegamd entitle our land and cost to acquire
our income-producing properties. Our assumptionknod residual value are critical because they afftct our estimate of what a willing
buyer would pay and what a willing seller wouldl separcel of land for (other than in a forced l@ption) in order to generate a market rate
operating margin and return. Our assumption onodistrates is critical because the selection aéeodint rate affects the estimated fair value
of the income-producing properties. A higher distaate reduces the estimated fair value of suopeaties, while a lower discount rate
increases the estimated fair value of these priggeBecause of changes in economic and markeit@msand assumptions and estimates
required of management in valuing property heldrigestment during these changing market conditiantial results could differ materially
from management’s assumptions and may require rabpeoperty impairment charges to be recordedhénftiture.

Long-Lived Assets

The Company has a policy for property held for Btugent. Our policy requires that loffiged assets be reviewed for impairment when
events or changes in circumstances indicate teatdhrrying amounts may not be recoverable. Ifdb&t basis of a lonlived asset held for u
is greater than the projected future undiscounttatash flows from such asset (excluding interastimpairment loss is recognized.
Impairment losses are calculated as the differéeteeen the cost basis of an asset and its estrfaitevalue.

The Company recognized impairment charges in theeggte amount of $1,500,000 on two existing Compavestments during the year
ended December 31, 2011. These two existing Comipaegtments are known as the Desert Moon EstatggeRy and the Tuscany Crest /
Tuscany Valley Project (the Tuscany Crest / Tusdéaliey Project being part of a larger original gliase known as the Tuscany Valley
properties). The Desert Moon Estates Property mized an impairment charge of $500,000 and thedms€rest / Tuscany Valley Project
recognized an impairment charge of $1,000,000.

The Company recognized impairment charges in theeggite amount of $1,000,000 on three real estagsiments for the year ended
December 31, 2010. These three existing Compargstments are known as the Desert Moon Estates @yrpthes Tuscany West Project, and
the Commercial Project (the Tuscany West Projedtthe Commercial Project being part of a largegiogl purchase known as the Tuscany
Valley properties). The Desert Moon Estates Prgpetognized an impairment charge of $397,000Ttsxany West Project recognized an
impairment charge of $335,000, and the Commerci@jeEt recognized an impairment charge of $268,000.

Our policy also requires us to separately repatahtinued operations and extends that reportirgcmmponent of an entity that either
been disposed of (by sale, abandonment, or intaldison to shareholders) or is classified as Heldsale. Assets to be disposed of are rep
at the lower of the carrying amount or estimatedvialue less costs to sell.

Estimated Fair Value of Financial Instruments aner@in Other Assets/Liabilities

The Company'’s financial instruments include casties and accounts receivable, prepaid expensesjraspayable and accrued

liabilities and notes and interest payable. Managg@rbelieves that the fair value of these finanicisiruments approximates their carrying
amounts based on current market indicators, supheamiling interest rates and the short-term nigsgrof such financial instruments.
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Management has concluded that it is not pract@aktimate the fair value of amounts due to andhfrelated parties. The Company’s
policy requires, where reasonable, that informagiertinent to those financial instruments be diseth such as the carrying amount, interest
rate, and maturity date; such information is ineldiéh Note 7 of the notes to consolidated finansialements.

Management believes it is not practical to estintlagefair value of related party financial instrumteebecause the transactions cannot be
assumed to have been consummated at arm’s lehgtle, are no quoted market values available for msthuments, and an independent
valuation would not be practicable due to the latlata regarding similar instruments (if any) ainel associated potential cost.

The Company does not have any assets or liabithissare measured at fair value on a recurringslfexcept as disclosed in Note 2 of the
notes to consolidated financial statements) andf &ecember 31, 2011 and December 31, 2010, ditiance any assets or liabilities that were
measured at fair value on a nonrecurring basispasedescribed in the long-lived assets above.

When the Company has a loan that is identifiede@isgoimpaired or being reviewed for impairment wéesr events or changes in
circumstances indicate that their carrying amoumy not be recoverable in accordance with Compatigypand is collateral dependent, it is
evaluated for impairment by comparing the estiméédvalue of the underlying collateral, less et sell, to the carrying value of the loan.

The Company'’s policy establishes a three-tiervfalue hierarchy, which prioritizes the inputs ugedeasuring fair value. These tiers
include: Level 1, defined as observable inputs sischuoted prices for identical financial instrunsen active markets; Level 2, defined as
inputs other than quoted prices in active markeds are either directly or indirectly observableda evel 3, defined as instruments that have
little to no pricing observability as of the repetdate. These financial instruments do not haweviay markets and are measured using
management’s best estimate of fair value, wheréniingts into the determination of fair value regusignificant management judgment or
estimation.

The Company’s policy also discusses determiningviaue when the volume and level of activity foe tasset or liability has significantly
decreased, and identifying transactions that atem@rly. Company policy emphasizes that evehefé has been a significant decrease in the
volume and level of activity for an asset or ligtgiend regardless of the valuation technique(sduthe objective of a fair value measurement
remains the same. Fair value is the price that evbalreceived to sell an asset or be paid to teamsfiability in an orderly transaction (that is,
not a forced liquidation or distressed sale) betwmarket participants at the measurement date unatiernt market conditions. Furthermore,
Company policy requires additional disclosures reigg the inputs and valuation technique(s) usesstimating the fair value of assets and
liabilities as well as any changes in such valuatechnique(s).

Notes Receivable

The Company’s notes receivable are recorded atesbf loan loss reserves, and evaluated for immgant at each balance sheet. The
amortized cost of a note receivable is the outst@ndnpaid principal balance, net of unamortizests@nd fees directly associated with the
origination or acquisition of the loan.

The Company considers a loan to be impaired whasgdupon current information and events, it beBdahat it is probable that the
Company will be unable to collect all amounts dader the contractual terms of the loan agreemenesArve is established when the present
value of payments expected to be received, obskervadéirket prices, or the estimated fair value efcbllateral (for loans that are dependent on
the collateral for repayment) of an impaired losuboiwer than the carrying value of that loan.

The Company recognized a loan loss provision o6$3% during the year ended December 31, 2011.rfdiesreceivable is known as
Mesquite Venture |, LLC. See Note 3 in the notesdnsolidated financial statements for addition&iimation.
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Organization and Offering Costs

The Company’s organization and offering costs vpenenitted to be paid by the Company’s Advisor, lereltlealer and their affiliates on
the Company’s behalf. These organization and offeciosts included all expenses to be paid by gemmection with the Company’s initial
public offering, including but not limited to (iggal, accounting, printing, mailing, and filing $e€ii) charges of the escrow holder; (iii)
reimbursement of the broker-dealer for amountsaiy ppay to reimburse the bona fide diligence expenéether broker-dealers and registered
investment advisors; (iv) reimbursement to the salvfor other costs in connection with preparingpdemental sales materials; (v) the cost of
educational conferences held by us (including itheel, meal, and lodging costs of registered repriedives of broker-dealers); and (vi)
reimbursement to the broker-dealer for travel, mdallging, and attendance fees incurred by empkbgpéthe broker-dealer to attend retail
seminars conducted by broker-dealers.

Potential Investments in Partnerships and JointtVess.

If we invest in limited partnerships, general parships, or other joint ventures we will evaluatetsinvestments for potential variable
interests pursuant to Company policy. We will easduvariable interest entities (VIES) in which wdda beneficial interest for consolidation.
VIEs, as defined by Company policy, are legal esitvith insubstantial equity, whose equity investack the ability to make decisions about
the entity’s activities, or whose equity investdmsnot have the right to receive the residual retf the entity if they occur. An entity will be
considered a VIE if one of the following applies:

« The total equity investment at risk is not suffiti¢o permit the entity to finance its activitiestiout additional subordinat
financial support from other parties (i.e., theigginvestment at risk is not greater than the expe losses of the entity

« As agroup the holders of the equity investmenmisktlack any one of the following three characttcs of a controlling financi
interest:

» The direct or indirect ability to make decision®aban entit’s activities through voting rights or similar righ
* The obligation to absorb the expected losses oétiigy if they occur
» The right to receive the expected residual retofrtke entity if they occul

An equity investment of less than 10% of total &sgenerally should be considered to be insuffidierfiund the entity’s operations unless
there is clear evidence to the contrary, such @keage that it can get financing for its activitigghout additional subordinated financial
support.

If the Company is the interest holder that will atisa majority of the VIE’s expected losses andéoeive a majority of the VIE'expecte
residual returns, we will be deemed to be the piyrb&neficiary and must consolidate the VIE. Mamaget will use its judgment when
determining if we are the primary beneficiary af have a controlling interest in, an unconsolidaatity. Factors considered in determining
whether we have significant influence or we havetias include risk and reward sharing, experienue nancial condition of the other
partners, voting rights, involvement in day-to-aapital and operating decisions and continuing lvement. In the primary beneficiary
decision, it is important to realize that a holddrich will absorb the majority of losses takes pa@Ence over any other interest holder. The
determination of which enterprise (if any) is theary beneficiary would be made as of the datectirapany first becomes involved with the
VIE, unless events requiring reconsideration ofdtaus of the entity’s variable interest holdeasénhoccurred.

Investments in companies that are not consolidatikthe accounted for using the equity method wienhave the ability to exert
significant influence. Generally, significant inflmce will exist if we have the ability to exercsgnificant influence over the operating and
financial policies of an investee, which may nesihtlude the ability to significantly influencegtoutcome of corporate actions requiring
shareholder approval of an investee. Significafii@mce is generally presumed to be achieved byirgpv@0% or more of the voting stock of
the investee. However, we will be required to egtduall of the facts and circumstances relatindpéoinvestment to determine whether there is
predominant evidence contradicting our ability xereise significant influence, such as the inabihy us to obtain financial information from
the investee. Under this method, an investee coppacounts are not reflected within the Compagssolidated balance sheet and
statement of operation; however, the Company’sesbfithe earnings or losses of the investee compélhige reflected in the caption “Equity
in net earning of unconsolidated subsidiaries’him Company’s statement of operations. The Compamytying value in an equity method
investee company will be reflected in the captibwwéstments in unconsolidated subsidiaries” inGloenpany’s consolidated balance sheet.
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Investments in companies in which we cannot exgnificant influence will be accounted for undeettost method. Under this method,
the Company'’s share of the earnings or lossesatf swestee companies will not be included in tlhen@any’s consolidated balance sheet or
statement of operations.

The accounting policy relating to the need to ctidate or to account for such investments or adtiois using the equity method of
accounting is a critical accounting policy duehie judgment required in determining whether wetlageprimary beneficiary or have control or
significant influence.

Income Taxes

The Company intends to make an election to be taselREIT under Sections 856 through 860 of tterial Revenue Code, as amen
or the Code, beginning with the taxable year enfiagember 31, 2012. The Company has not yet gealifs a REIT. To qualify as a REIT,
the Company must meet certain organizational amdadipnal requirements, including a requiremertuiwently distribute at least 90% of
ordinary taxable income to stockholders. As a REiE Company generally will not be subject to fatlérxcome tax on taxable income that it
distributes to its stockholders. If the Companysféd qualify as a REIT in any year, it will be $ett to federal income taxes on taxable income
at regular corporate rates and will not be permiittequalify for treatment as a REIT for federalame tax purposes for four years following
the year during which qualification is lost unléiss Internal Revenue Service grants the Compaief kgider certain statutory provisions. S
an event could materially adversely affect the Canys net income and net cash available for distidm to stockholders. The Company is
currently being taxed as a C Corporation.

The Company’s computed effective tax rate was meg&tbr the year ended December 31, 2011 and tmep@ay recorded an income tax
expense of approximately $9,000. The Company’séffe rate differs from the U.S. federal statutoate primarily due to the deferred tax
asset valuation position on federal net operatisgds (“NOL”"), state tax that restricts the usstafe net operating losses, and federal and stat
alternative minimum tax effects.

At December 31, 2011, the Company had a federal B&@ty-forward of approximately $445,000 and aestd©OL carry-forward of
approximately $1,260,000. A portion of the carryéods may expire before being applied to reducedlnicome tax liabilities.

In assessing the realizability of deferred tax @ssepanagement considers whether it is more liltedy not that some portion or all of the
deferred tax assets will not be realized. The wterealization of deferred tax assets is depengeon the generation of future taxable income
during the periods in which those temporary diffexes become deductible. Management considers tbardgrand timing of scheduled
reversals of deferred tax liabilities and projedigidire taxable income over the periods for whioh deferred tax assets are deductible.
Although management believes the Company will lnditable in the foreseeable future, based uporCin@pany’s history of continuing
operating losses, realization of its deferred tssets does not meet the more likely than not @itexder ASC 740 and, accordingly, a valua
allowance for the entire deferred tax asset ambasteen recorded.

As of December 31, 2011, based on the weight dfabla evidence, including cumulative losses irerggyears, realization of deferred tax
assets does not appear more likely than not. Tweref full valuation allowance will continue to &eplied against net deferred tax assets.

As of December 31, 2011, the Company had not recbathy unrecognized tax benefit. The Company doeexpect the unrecognized 1
benefit will change significantly within the nex2 inonths. There have been no material changeg torttecognized tax benefit during the year
ended December 31, 2011.

Stock-Based Compensation

Stock-based compensation will be accounted foc@oadance with Company policy which requires thatécompensation costs relating to
share-based payment transactions (including thieo@dl employee stock options) be recognizechim ¢onsolidated financial statements. That
cost will be measured based on the estimated &tirevof the equity or liability instruments issu€ir Company policy covers a wide range of
share-based compensation arrangements includimg spdons, restricted share plans, performanceebawards, share appreciation rights,
and employee share purchase plans.
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Noncontrolling Interests in Consolidated Financ&htements

The Company classifies noncontrolling interestpars of consolidated net earnings ($(15,775) ferybar ended December 31, 2011 and
$0 for the year ended December 31, 2010) and iesltite accumulated amount of noncontrolling intsras part of stockholders’ equity
($410,749 at December 31, 2011 and $100 at Decedib@010). Earnings per share reflects amournibuatiible only to the Company.
Similarly, in the presentation of shareholders’igguhe Company distinguishes between equity arteatiributable to the Company’s
stockholders and amounts attributable to the namnclling interests. Increases and decreases itmpany’s controlling financial interests in
consolidated subsidiaries will be reported in ggsitnilar to treasury stock transactions. If a @&im ownership of a consolidated subsidiary
results in loss of control and deconsolidation, estgined ownership interests are remeasured hatlyain or loss reported in net earnings.

Recently Issued Accounting Pronouncements

On May 12, 2011, the FASB issued Accounting Stasslalpdate No. 2011-04, Fair Value Measurement (I8@0): Amendments to
Achieve Common Fair Value Measurement and Disclo&equirements in U.S. GAAP and IFRSs (“ASU No.1204"). ASU No. 2011-04
updated accounting guidance does not require additfair value measurements, but rather, reqaideltional disclosures while providing
further explanation for measuring fair value andwarging with international accounting standardse @mendments are effective for public
entities for interim and annual periods beginniftgraDecember 15, 2011, and should be applied pasgely. As this ASU amends only the
disclosure requirements, the adoption of ASU Nd.1204 is not expected to have a significant imjpacthe Company’s financial statements.

Other recent accounting pronouncements issuedebff A8B (including its Emerging Issues Task Fortteg, AICPA, and the SEC did not
are not believed by management to have a materjzdt on our present or future consolidated fir@ratatements.

Subsequent Events
Note Receivable

On April 4, 2012, one of the original guarantorstioé secured note to Mesquite Ventures |, LLC dfifersonal bankruptcy to avoi
pending foreclosure. Previously, this same guaramd placed a related business entity into bargyuip avoid a similar foreclosure acti
The Company was notified of the personal bankrufitoyg by this guarantor. Management has commerdisdussions with Company le
counsel regarding this recent bankruptcy filing #sdmpact on the Compars/continued collection efforts on the Mesquite \Wees |, LLC
secured note. Management does not believe thai@uaiimpairment of the note is required as (§ uarantos personal bankruptcy does
impact the collateral securing the note (ii) thare three guarantors on this note in addition éogharantor who filed personal bankruptcy
the Company can look to for payment, and (iii) uwmrantor who filed personal bankruptcy has indidab management that he is curre
working on multiple funding solutions in order taywff this note.

Desert Moon Estates Property

On February 13, 2012, the Company received a Nofi¢gtential Sale of Real Estate for Delinquent&gl Assessment (or “Noticefjom
the Watson Road Community Facilities District. TNistice was received when the Company failed to gagquired special assessment v
due on December 1, 2011. Management paid this qraestspecial assessment on February 17, 2012 an@ithef Buckeye subsequen
informed management that the Desert Moon Estatgselfty was in current status.

Note Payable

On February 17, 2012, SPT-Lake Elsinore Holding, @h.C (“Borrower”), a Delaware limited liability company and wholly oga
subsidiary of the Company’s affiliate, Shopoff Pars, L.P., closed a secured loan from Cardinaédtraent Properties Ramsgate, L.
(“Lender”). The loan amount was $800,000 and was made purkuarlban agreement between Borrower and Lendeddabruary 15, 20.
(the “Loan”).

The Loan bears interest at a rate of twelve pengenannum, and has a maturity date in twelve nwattwhich time all accrued and ung
interest and principal is due in full. Interestise and payable quarterly, commencing on the tateis one month after the disbursement
and continuing thereafter. A service fee of fivegeat of the Loan amount, or $40,000, was deemetedaupon the funding of the Loan i
was paid to Lender at the time of the disburseréfinds to Borrower. Borrower may extend the Ldanup to one additional period of :
months, provided (i) Borrower is not in defaultla time of the extension, (ii) Borrower gives @it notice to Lender of its intent to extenc
less than ten days prior to the thamrent maturity date, (iii) Borrower makes paymentender of a two percent Loan Extension Feegdas
the theneutstanding Loan balance, and (iv) Borrower malkagnent to Lender of any unpaid interest accruectutite Loan. Interest accru
under the Loan during an extension period shappdid monthly in arrears. The Loan may be prepaidhole or in part without penalty beft
the maturity date. However, in no event shall #t@ltcumulative interest payable with respect ® Ithan be less than $72,000, regardle
when the Loan is paid.
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The Loan is secured by a deed of trust with assagrrof rents in favor of Lender on the remaininggarty originally purchased by 1
Company on November 5, 2009, referred to as TusWatlgy. The Tuscany Valley properties are comptiséthree hundred fiftfive entitlec
but unimproved residential lots and 2 commerci& located in the City of Lake Elsinore, CalifornBorrower has agreed to indemnify .
hold harmless Lender from and against any andndimnified costs directly or indirectly arising coft or resulting from any hazardc
substance being present or released in, on or draupotentially affecting, any part of the pragesecuring the loan.

The Loan is subject to a limited recourse guaramtigvor of Lender executed by William A. Shopatie Companys President and Ch
Executive Officer, as an individual guarantor.

If Borrower fails to make any payment when requisedler the promissory note, Lender has the optiamtnediately declare all sums ¢
and owing under the promissory note.

Borrower plans to use the proceeds from this Lopto(pay a delinquent special assessment fromAtaeson Road Community Facilit
District, payable to the Town of Buckeye in Arizona the approximate amount of $136,000 (ii) to mak$70,000 settlement paymer
attorneys representing claimants in an arbitratiwatter involving a prior property owned by an &fiéd entity of the Company, (iii) f
payment of certain other outstanding liabilitiegted Company, and (iv) reserves for certain pregdétiture Company liabilities.

Other — Estimated Value Per Share

On February 20, 2012, the Company’s board of dimscapproved a basic estimated value per shareeo€bmpanys common stock
$6.56 and a fully diluted estimated value per stadrthe Companys common stock of $6.24 based on an equal weightecage of (i) tr
estimated value of the Company’s assets less titaated value of the Comparsyliabilities, or adjusted net asset value mettaod (i) the
present value of future expected income of the Gompdiscounted for risk, or discounted cash floethmd, divided by the actual numbe
shares outstanding for the basic estimated valushsre and anticipated number of shares outstgridirthe fully diluted estimated value
share, all as of December 31, 2011. The Companyiged this estimated value per share to assisteordikalers that participated in
Companys initial public offering in meeting their customeecount statement reporting obligations undeNagonal Association of Securiti
Dealers Conduct Rule 2340 as required by the Fiahhlustry Regulatory Authority (“FINRA”).

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Market risk includes risks that arise from chanigeisterest rates, foreign currency exchange ramsmodity prices, equity prices and
other market changes that affect market sensitisgliments. In pursuing our business plan, we éxpatthe primary market risk to which we
will be exposed is interest rate risk.

We may be exposed to the effects of interest fa@ges primarily as a result of borrowings usehaintain liquidity and fund expansion
and refinancing of our real estate investment pbotfand operations. Our interest rate risk managerbjectives will be to limit the impact of
interest rate changes on earnings, prepaymenttjgsnahd cash flows and to lower overall borrowdongts while taking into account variable
interest rate risk. To achieve our objectives, vag/ fmorrow at fixed rates or variable rates. Weeantty have limited exposure to financial
market risks because of the current stage of oeradipns. We currently invest our cash and casivalgnts in an FDIC-insured savings
account which, by its nature, is subject to interate fluctuations. As of December 31, 2011, a 18&ease or decrease in interest rates would
have no material effect on our interest income.

In addition to changes in interest rates, the vafusur real estate and real estate related inveriris subject to fluctuations based on

changes in local and regional economic conditiortsé@hanges in the creditworthiness of lesseeswduith may affect our ability to refinance
our debt if necessary.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DA TA
See the Index to Financial Statements at page fRHisoreport.

ITEM 9. CHANGES AND DISAGREEMENTS WITH ACCOUNTANT S ON ACCOUNTING FINANCIAL DISCLOSURE
None.

ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedure

We carried out an evaluation of the effectivendgt® design and operation of our disclosure cdsitiad procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) asecEber 31, 2011. This evaluation was carried ndéuthe supervision and with the
participation of our Chief Executive Officer andi€hFinancial Officer. Based upon that evaluation;, Chief Executive Officer and Chief
Financial Officer concluded that, as of December2il 1, our disclosure controls and procedureeffeetive.

There have been no significant changes in ourniatarontrols over financial reporting during theagper ended December 31, 2011 that
have materially affected or are reasonably likelynaterially affect such controls.

Disclosure controls and procedures are controlsodimel procedures that are designed to ensurénfloatnation required to be disclosed in
our reports filed or submitted under the Exchangeake recorded, processed, summarized, and relpoitiein the time periods specified in 1
SEC's rules and forms. Disclosure controls and gaaces include, without limitation, controls andgedures designed to ensure that
information required to be disclosed in our repfitesl under the Exchange Act is accumulated amdroanicated to management, including
our Chief Executive Officer and Chief Financial iOéfr, to allow timely decisions regarding requidisiclosure.

This annual report on Form 10-K does not includeattastation report of the Compasyindependent registered public accounting
regarding our internal control over financial refiag as such report is not required for remeelerated filers such as the Company pursu
certain federal legislation enacted in July 2010.

Limitations on the Effectiveness of Internal Contl®

Our management does not expect that our disclasurieols and procedures or our internal controk divencial reporting will necessarily
prevent all fraud and material error. An internahtzol system, no matter how well conceived andateel, can provide only reasonable, not
absolute, assurance that the objectives of the@mytstem are met. Further, the design of a coayretem must reflect the fact that there are
resource constraints, and the benefits of contmist be considered relative to their costs. Becafifge inherent limitations in all control
systems, no evaluation of controls can provide las@ssurance that all control issues and inssaot&aud, if any, within the Company have
been detected. These inherent limitations inclader¢alities that judgments in decision-making loarfiaulty, and that breakdowns can occur
because of simple error or mistake. Additionallyntrols can be circumvented by the individual aétsome persons, by collusion of two or
more people, or by management override of theriatazontrol. The design of any system of contréds & based in part upon certain
assumptions about the likelihood of future eveatsl there can be no assurance that any desigaugiteed in achieving its stated goals under
all potential future conditions. Over time, contnadly become inadequate because of changes in iooisgior the degree of compliance with
policies or procedures may deteriorate.

Changes in Internal Control over Financial Reportin
The Company will continue to review its disclosemntrols and procedures, including its internaltoals over financial reporting, and

from time to time make changes aimed at enhantieig ¢ffectiveness and to ensure that the Compaygems evolve with its business.
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Management Report on Internal Control over Finandi&eporting

Our management is responsible for establishingnaaicitaining adequate internal control over finah@gorting as defined in Rul
13a-15(f) and 15d-15(f) under the Exchange Act. i@tarnal control system is designed to providesosable assurance regarding the
reliability of financial reporting and the prepacet of financial statements for external purposeadcordance with generally accepted
accounting principles in the United States (“GAARBAd includes those policies and procedures that:

e pertain to the maintenance of records that in nesisle detail accurately and fairly reflect transactions and dispositions of the as
of the company

« provide reasonable assurance that transactien®eorded as necessary to permit preparatiomafiial statements in accordance
with GAAP, and that receipts and expenditures efdbmpany are being made only in accordance withoaizations of management
and directors of the company; a

« provide reasonable assurance regarding preventibmely detection of unauthorized acquisition, osaisposition of the compa’s
assets that could have a material effect on itmfifal statement

Because of its inherent limitations, a system tdrimal control over financial reporting can providy reasonable assurance and may
not prevent or detect misstatements. Further, lsecafichanges in conditions, effectiveness of imalecontrols over financial reporting may
vary over time. Our system contains self-monitorimechanisms, and actions are taken to correctieedies as they are identified.

Our management conducted an evaluation of theteféaess of the system of internal control oveaficial reporting based on the
framework in Internal Control—Integrated Framew$ued by the Committee of Sponsoring Organizatifrike Treadway Commission.
Based on this evaluation, our management concltidgdur system of internal control over financgporting was effective as of
December 31, 2011.

This report does not include an attestation repour registered public accounting firm regardintgrnal control over financial
reporting. Management'’s report was not subjecttestation by our registered public accounting fpursuant to rules of the Securities and
Exchange Commission that permit us as a smallertieg company, to provide only management’s repothis annual report.

ITEM 9B. OTHER INFORMATION
None.
PART Il
ITEM 10. DIRECTORS EXECUTIVE OFFICERS AND CORPORA TE GOVERNANCE

Except as hereinafter noted, the information camogrdirectors and executive officers of the Conypand our audit committee financ
expert is (i) incorporated by reference from thetis@ entitled “Discussion of Proposals recommeniogdhe Board —Proposal 1: Election
Directors” of our definitive Proxy Statement to be filed withi20 days after the end of the last fiscal yeafiipwill be included in a
amendment to this report on Form 10-K filed wite ®EC on Form 10-K/A not later than the end of sl@f day period.

Code of Conduct

Our board of directors has adopted a Code of Basifi@onduct And Ethics, which applies to our direstrincipal executive office
principal financial officer, our other executivefiokrs, and all employees who perform these fumstidA copy of the Code Business Coni
And Ethics is available to any person without cleaby submitting a request to our Chief Financidid@f at 2 Park Plaza Suite 700, Irvi
California 92614. If we amend our Code of Busin€ssmduct And Ethics as it applies to the directprincipal executive officer, princip
financial officer, principal accounting officer controller (or persons performing similar functipies grant a waiver from any provision of
Code of Business Conduct And Ethics to any suchsqguer we will disclose such amendment or waiver amr evebsite ¢
www.shopoffpropertiestrust.com
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ITEM 11. EXECUTIVE COMPENSATION

Information concerning management remuneration teawasactions is (i) incorporated by reference fribmm section entitledElection o
Directors” and “Executive Compensatioaf our definitive Proxy Statement to be filed withi20 days after the end of the last fiscal yeE
(i) will be included in an amendment to this repon Form 10-K filed with the SEC on Form K0A not later than the end of such 120
period.

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

The following table summarizes information, as efcember 31, 2011, relating to our 2007 Equity ItigerPlan pursuant to which grants
options, restricted stock, or other rights to aogshares may be granted from time to time.

Equity Compensation Plan Information
Number of Securities
Remaining Available for

Number of Securities tc Weighted-average Future Issuance Under
be Issued Upon Exercis Exercise Price ol Equity Compensation Plan:
of Outstanding Options, Outstanding Options, ( excluding securities
Plan Category Warrants and Rights (a) Warrants and Rights (b) reflected in column (a)) (¢
Equity compensation plans approved by securitgérs 1,655,000 $ $9.5( 1,357,501
Equity compensation plans not approved by security
holders — — —
Total 1,655,000 $ $9.5( 1,357,501

Information concerning security ownership of certbeneficial owners and management is (i) incoteardy reference from the secti
entitled “Stock Ownershipdf our definitive Proxy Statement to be filed withl20 days after the end of the last fiscal yeagipwill be
included in an amendment to this report on FronKifded with the SEC on Form 10-K/A not later thdre end of such 120 day period.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS AND DIRECTOR INDEPENDENCE

Information concerning certain relationships anthtesl transactions with management and others afatmation regarding direct
independence is (i) incorporated by reference frtia section entitled “Executive CompensatiorCertain Relationships and Rels
Transactions’of our definitive Proxy Statement to be filed withl20 days after the end of the last fiscal yeafiipwill be included in a
amendment to this report on Form 10-K filed wite ®EC on Form 10-K/A not later than the end of sl@f day period.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
Information concerning principal accounting feesl aervices is (i) incorporated by reference frora Hection entitled Ratification o
Appointment of Independent Public Accountant$’our definitive Proxy Statement to be filed withl20 days after the end of the last fi

year or (ii) will be included in an amendment testreport on Form 1-K filed with the SEC on Form 1B/A not later than the end of such :
day period.
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PART IV

ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES

The following documents are filed as part of tlepart:

1. Financial Statements

Report of Independent Registered Public Accourfimm F-2
Consolidated Balance Sheets as of December 31,&0d 201( F-3
Consolidated Statements of Operations for the YEadedDecember 31, 2011 and 20 F-4
Consolidated Statements of Stockhol’ Equity for the Years EndeDecember 31, 2011 and 20 F-5
Consolidated Statements of Cash Flows for the YEeatedDecember 31, 2011 and 20 F-6
Notes to Consolidated Financial Stateme F-7

2. Financial Statement Schedules

All schedules have been omitted as the requireainmdition is either not material, inapplicable o thformation is presented in the finan
statements or related notes.

3. Exhibits

Exhibit
Number

11

3.1

3.2

3.3

3.4

3.5

3.6

4.1

10.1

10.2

Exhibit

Broker-Dealer Agreement between Shopoff PtageTrust, Inc. and Shopoff Securities, Incedilas Exhibit 1.1 on August 16,
2007 to Shopoff Properties Trust's RegistratiorteSteent on Form S-11 (Registration No. 333-139042)iacorporated herein
by reference)

Charter of the Registrant (filed as Exhibit 3.1November 30, 2006 to Shopoff Properties T's Registration Statement
Form $-11(Reg. No. 33-139042) and incorporated herein by referer

Articles of Amendment and Restatement of the Reggist(filed as Exhibit 3.1 to Shopoff Propertiesid's Quarterly Report o
Form 1(-Q filed on November 14, 2008 and incorporated Inelogireference)

Bylaws of the Registrant (filed as Exhibit 3.2 oovember 30, 2006 to Shopoff Properties T's Registration Statement
Form $-11(Reg. No. 33-139042) and incorporated herein by referer

Amended and Restated Bylaws of the Registrantl(fie Exhibit 3.4 on June 22, 2007 to Shopoff Prigeei rus’s Registratior
Statement on Form-11(Reg. No. 33-139042) and incorporated herein by referen

Agreement of Limited Partnership of Shopoff Parsndited as Exhibit 3.5 on June 6, 2007 to Shoputfperties Tru’s
Registration Statement on Forr-11 (Reg. No. 33-139042) and incorporated herein by referer

Amended and Restated Bylaws of the Regisfféded as Exhibit 3.3 on May 1, 2009 to Shopofbperties Trust’s Post Effective
Amendment No. 3 (Reg. No. 3-139042) and incorporated herein by referen

Form of Registrant's Common Stock Certifiodiled as Exhibit 4.1 on March 30, 2007 to Shog@fbperties Trust's
Registration Statement on Forr-11 (Reg. No. 33-139042) and incorporated herein by referer

2007 Equity Incentive Plan (filed as Exhil).1 to the Registration Statement on Form Se}j(Rlo. 333-152782) on August 5,
2008 and incorporated herein by reference

Advisory Agreement between Shopoff ProperTirust, Inc., Shopoff Partners, L.P. and Shopal¥idors, L.P. (filed as Exhibit

10.2 on August 16, 2007 to Shopoff Properties TsuRegistration Statement on Form S-11(Reg. No-B33042) and
incorporated herein by referenc
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Exhibit
Number

10.3

10.5

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15

10.16

10.17

Exhibit

Amendment to Advisory Agreement, dated Januan209, by and among Shopoff Properties Trust, Blegpoff Partners, L.}
and Shopoff Advisors, L.P. (filed as Exhibit 104 &anuary 22, 2009 to Shopoff Properties Trust&dfective Amendment
No. 2 (Reg. No. 33-139042) and incorporated herein by referer

Purchase and Sale Agreement and Escrow Instrudtippasd between SI-SWRC, LLC and Pulte Home Corporation, da
December 23, 2008 and amendments thereto (filékhambit 10.1 to Shopoff Properties Trust's CurrBeport on Form 8-K on
January 7, 2009 and incorporated herein by refede

Assignment and Assumption Agreement by atdden SPT-SWRC, LLC and Pulte Home CorporatiotediBecember 30,
2008 (filed as Exhibit 10.2 to Shopoff Propertigasi’'s Current Report on Form 8-K on January 7,9280d incorporated herein
by reference)

Purchase and Sale Agreement and Joint Escrow ttistns by and between TSG Little Valley, L.P. afwgoff Advisors, L.P.
dated September 30, 2008 (filed as Exhibit 10.8Hopoff Properties Trust’'s Form 10-Q filed on Now&m14, 2008 and
incorporated herein by referenc

Amendment to Purchase and Sale and Joinb\Wdostructions by and between TSG Little ValleyR. and Shopoff Advisors,
L.P., dated December 30, 2008 (filed as ExhibiB16.Shopoff Properties Trust’'s Current Report om#8-K on January 7,
2009 and incorporated herein by referen

Collateral Assignment and Pledge of Note, DeedrafTand Loan Documents made as of January 9, 2§08vare
Development Company, Inc. in favor of SPT Real teskanance, LLC securing Promissory Note in the amof $414,000
dated January 9, 2009 (filed as Exhibit 10.1 togffiioProperties Trust’s Current Report on Form &&January 15, 2009 and
incorporated herein by referenc

Collateral Assignment and Pledge of NotgdDof Trust and Loan Documents made as of Ja®y&§09, by Aware
Development Company, Inc. in favor of SPT Real teskinance, LLC securing Promissory Note in the amof $1,886,000
dated January 9, 2009 (filed as Exhibit 10.2 tofifiioProperties Trust's Current Report on Form &KJanuary 15, 2009 and
incorporated herein by referenc

Promissory Note in the amount of $1,886,d@0=d January 9, 2009 (filed as Exhibit 10.3ho®ff Properties Trust's Current
Report on Form-K on January 15, 2009 and incorporated herein f@reace)

Promissory Note in the amount of $414,@@%ed January 9, 2009 (filed as Exhibit 10.4 tofsifloProperties Trust's Current
Report on Form-K on January 15, 2009 and incorporated herein f@reace)

Amendment to Purchase and Sale and Jainb\Ednstructions by and between TSG Little ValleyR. and Shopoff Advisors,
L.P., dated January 13, 2009 (filed as Exhibit 10.Rost-Effective Amendment No. 2 (Registration B83-139042) on January
22, 2009 and incorporated herein by referer

Amendment to Purchase and Sale and Joint Escrdwudtions by and between TSG Little Valley, L.Pd&hopoff Advisors
L.P., dated January 27, 2009 (filed as Exhibit 10.Eorm 8-K on March 4, 2009 and incorporated inelog reference).

Purchase and Sale Agreement and Escrow Instrudiipasd between SI-SWRC, LLC and Khalda Development, Inc., da
February 27, 2009 (filed as Exhibit 10.1 to For-K on March 26, 2009 and incorporated herein byresfee).

Purchase and Sale Agreement and Joint\E$nstructions by and between SPT Lake Elsinoralithgl Co. and MS Rialto
Wasson Canyon CA, LLC, dated April 17, 2009 (fiesiExhibit 10.1 to Form 8-K on April 23, 2009 andarporated herein by
reference)

Agreement of Purchase and Sale and Joinb®dnstructions by and between SPT Lake Elsittokling Co., LLC and U.S.

Bank National Association, dated May 13, 2009 (fites Exhibit 10.1 to Form 8-K on May 21, 2009 amcbrporated herein by
reference)
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Exhibit
Number

10.18

10.19

10.20

10.21

10.22

10.23

10.24

10.25

10.26

10.27

10.28

10.29

10.30

10.31

Exhibit

Purchase and Sale Agreement and Joint\idostructions, dated June 29, 2009, by and betv#®¥hAZ Land Holdings, LLC
and AZPro Development, Inc (filed as Exhibit 1@0IForm K on August 5, 2009 and incorporated herein byresfee).

First Amendment to Purchase and Sale Aggatand Joint Escrow Instructions by and betweeh &P Land Holdings, LLC
and AZPro Development, Inc., dated July 28, 2008dfas Exhibit 10.2 to Form 8-K on August 5, 2@08l incorporated herein
by reference)

Memorandum of Assignment of Note, Deed of Trust boan Documents, dated August 24, 2009, by and dxatvwAware
Development Company, Inc. and SPT Real Estate E;dr C related to the promissory note in the addjiprincipal amount of
$5,187,000 (filed as Exhibit 10.1 to Forr-K on September 11, 2009 and incorporated hereetgyence)

Memorandum of Assignment of Note, DeedrofTand Loan Documents, dated August 24, 2009nbybetween Aware
Development Company, Inc. and SPT Real Estate E@arn.C related to the promissory note in the erdiprincipal amount of
$1,072,000 (filed as Exhibit 10.2 to Forr-K on September 11, 2009 and incorporated hereetgyence)

Settlement Agreement, dated September 3, 200 dpetween Springbrook Investments, L.P, and SR B&tate Financt
LLC related to the promissory note in the origipahcipal amount of $5,187,000 (filed as Exhibit3@ Form 8-K on
September 11, 2009 and incorporated herein byenede).

Settlement Agreement, dated Septemberd®, 2y and between Springbrook Investments, L.B, ST Real Estate Finance,
LLC related to the promissory note in the origipghcipal amount of $1,072,000 (filed as Exhibit4@ Form 8-K on
September 11, 2009 and incorporated herein byeede).

Assignment of Purchase and Sale Agreement betwieepof Advisors and SF- Lake Elsinore Holding Co., LLC datt
September 3, 2009 (filed as Exhibit 10.2 to Fo-K on November 12, 2009 and incorporated hereineligrence)

First Amendment to Purchase and Sale Agreemendaint Escrow Instructions between TSG Little ValleyP. and SP-Lake
Elsinore Holding Co., LLC and dated September ®filed as Exhibit 10.3 to Form 8-K on Novembe&r 2009 and
incorporated herein by referenc

Second Amendment to Purchase and Sale igréeand Joint Escrow Instructions between TSGeltalley, L.P. and SPT-
Lake Elsinore Holding Co., LLC and dated October2@9 (filed as Exhibit 10.4 to Form 8-K on Novesnli2, 2009 and
incorporated herein by referenc

Restated Second Amendment to Purchase and SalerAgn¢é and Joint Escrow Instructions between TS@L\alley, L.P. anc
SPT-Lake Elsinore Holding Co., LLC and dated Octdtie 2009 (filed as Exhibit 10.5 to Form 8-K onwmber 12, 2009 and
incorporated herein by referenc

All-Inclusive Purchase Money Note SecurgdD®ed of Trust between SPT- Lake Elsinore Holddag, LLC and TSG Little
Valley, L.P. and dated November 6, 2009 (filed akiEit 10.6 to Form 8-K on November 12, 2009 ancbiporated herein by
reference)

Purchase and Sale Agreement and Joint Escrow dtistng between SP- Lake Elsinore Holding Co., LLC and D. R. Hort
Los Angeles Holding Company, Inc., dated Decemb@089 (filed as Exhibit 10.1 to Form 8-K on Febxu8, 2010 and
incorporated herein by referenc

First Amendment to Purchase and Sale Aggaeand Joint Escrow Instructions between SPT -elEkinore Holding Co., LLC
and D. R. Horton Los Angeles Holding Company, Idated January 20, 2010 (filed as Exhibit 10.2dm#8-K on February 9,
2010 and incorporated herein by referen

Participation Agreement between SPT — IEkimore Holding Co., LLC and D. R. Horton Los AfggeHolding Company, Inc.,
dated February 3, 2010 (filed as Exhibit 10.3 tonfré-K on February 9, 2010 and incorporated herein bgreace).
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Exhibit
Number

10.32

10.33

10.34

10.35

10.36

10.37

10.38

10.39

10.40

10.41

10.42

10.43

10.44

10.45

Exhibit

Loan Agreement, dated August 30, 2010 nolyteetween SPT-Lake Elsinore Holding Co., LLC, dalbre limited liability
company, and Cardinal Investment Properties-Undedyb.P., a California limited partnership (filed Bxhibit 10.1 to Form 8-
K on September 7, 2010 and incorporated hereireference)

Promissory Note Secured By Deed Of Trust betweér- Lake Elsinore Holding Co., LLC and Cardinal InvestmhPropertie—
Underwood, L.P. and dated August 30, 2010 (file&dsibit 10.2 to Form 8-K on September 7, 2010 imcdrporated herein by
reference)

Deed of Trust with Assignment of Rentsedakugust 30, 2010, by and among SPT-Lake Elsikotding Co., LLC, a
Delaware limited liability company, as trustor, stiAmerican Title Insurance Company, a Califorrogporation, as trustee, and
Cardinal Investment Properties - Underwood, L.F-Calfornia limited partnership, as beneficiaryegéi as Exhibit 10.3 to Form
8-K on September 7, 2010 and incorporated hereirefarence)

Rider to Deed of Trust with Assignment ehi®, dated August 30, 2010, by and among SPT-E#deore Holding Co., LLC, a
Delaware limited liability company, as trustor, $tiAmerican Title Insurance Company, a Califorrogporation, as trustee, and
Cardinal Investment Properties - Underwood, L.RCaéfornia limited partnership, as beneficiarydfi as Exhibit 10.4 to Form
8-K on September 7, 2010 and incorporated hereireference)

Security Agreement, dated August 30, 2010, by atdiéen SP-Lake Elsinore Holding Co., LLC, a Delaware limitéability
company, and Cardinal Investment Properties-Undedyb.P., a California limited partnership (filed Bxhibit 10.5 to Form 8-
K on September 7, 2010 and incorporated hereireterence)

Purchase and Sale Agreement and Joint\idostructions between SPT — Lake Elsinore Holdday, LLC and CV
Communities, LLC, dated March 10, 2011 (filed a$ilbit 10.37 to Form 10-K on April 15, 2011 and ingorated herein by
reference)

First Amendment to Purchase and Sale Agreemendaintl Escrow Instructions between S- Lake Elsinore Holding Co., LL¢
and CV Communities, LLC, dated April 6, 2011 (filad Exhibit 10.38 to Form 10-K on April 15, 2011ddncorporated herein
by reference)

Agreement to Purchase and Sell Interest in ContoaBtly and Sell Real Estate, dated September17,, 2§y and between Stev
F. Dallman and Shopoff Advisors, L.P. (filed as Bih10.1 to Form 8-K on November 25, 2011 and mpovated herein by
reference)

Contract to Buy and Sell Real Estate (LAND), dalade 14, 2011, by and between Steven F. Dallm#&ssigns and Lundiec
Investments, Ltd. (filed as Exhibit 10.2 to For-K on November 25, 2011 and incorporated hereireffigrence)

Second Amendment to Agreement to Purchase andnBaiést in Contract to Buy and Sell Real Estat¢ed September 7, 201
by and between Steven F. Dallman and Shopoff AdsjdaP. (filed as Exhibit 10.3 to Form 8-K on Noweer 25, 2011 and
incorporated herein by referenc

First Amendment to Agreement to Purchase and Biést in Contract to Buy and Sell Real Estateedi&eptember 7, 2011,
and between Steven F. Dallman and Shopoff Advido, (filed as Exhibit 10.4 to Form 8-K on Novemi2®, 2011 and
incorporated herein by referenc

Promissory Note and Deed of Tr— Tracts A & B- Lundieck Investments, Ltd. (filed as Exhibit 10cbRorm &K on Novembe
25, 2011 and incorporated herein by referer

Promissory Note and Deed of Tr— Tracts C & D- Lundieck Investments, Ltd. (filed as Exhibit 1006Rorm &K on Novembe
25, 2011 and incorporated herein by referer

Statement of Authority and Special Warranty Dedddfas Exhibit 10.7 to Form-K on November 25, 2011 and incorpora
herein by reference
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Exhibit
Number Exhibit

10.46 Promissory Note and Deed of Trust - Stévddallman (filed as Exhibit 10.8 to Form 8-K onwwnber 25, 2011 and
incorporated herein by referenc

10.47 Assignment Agreement, dated November 21 20§ and among Steven F.Dallman, SPT Vantage Adi and Shopoff
Advisors, L.P. (filed as Exhibit 10.9 to Forr-K on November 25, 2011 and incorporated hereiretigrence)

10.48 Limited Liability Company Agreement of SR&ntage Point LLC (filed as Exhibit 10.10 to ForaiK&n November 25, 2011
and incorporated herein by referenc

10.49 Loan Agreement, dated February 15, 2012, by anddsst SP-Lake Elsinore Holding Co., LLC, a Delaware limitigability
company, and Cardinal Investment Properties-Rarasga®., a California limited partnership (filed Bshibit 10.1 to Form 8-K
on February 24, 2012 and incorporated herein Breete)

10.50 Promissory Note Secured By Deed of Trustéen SPT- Lake Elsinore Holding Co., LLC and Caatlinvestment Properties —
Ramsgate, L.P. and dated February 15, 2012 (fdefixhibit 10.2 to Form 8-K on February 24, 2012 arubrporated herein by
reference)

10.51 Deed of Trust with Assignment of Rentseddtebruary 15, 2012, by and among SPT-Lake ElsiHotding Co., LLC, a
Delaware limited liability company, as trustor, stiAmerican Title Insurance Company, a Califorrogporation, as trustee, and
Cardinal Investment Properties - Ramsgate, L.Baldornia limited partnership, as beneficiarydtilas Exhibit 10.3 to Form 8-
K on February 24, 2012 and incorporated hereinefigrence)

10.52 Rider to Deed of Trust with Assignment ehi®, dated February 15, 2012, by and among SP&-Ebldinore Holding Co., LLC,
a Delaware limited liability company, as trustoirsE American Title Insurance Company, a Califorodaporation, as trustee, ¢
Cardinal Investment Properties - Ramsgate, L.Baldornia limited partnership, as beneficiarydtilas Exhibit 10.4 to Form 8-
K on February 24, 2012 and incorporated hereinelfgrence)

10.53 Security Agreement, dated February 15, 26¢2and between SPT-Lake Elsinore Holding Co., La@elaware limited liability
company, and Cardinal Investment Properties-Rarasgd®., a California limited partnership (filed Bshibit 10.5 to Form 8-K
on February 24, 2012 and incorporated herein Breete)

211 List of Subsidiaries

23.1 Consent of Squar, Milner, Peterson, Miranda & \&itlison, LLP

31.1 Certificate of Chief Executive Officer pursuant3ection 302 of the Sarbal-Oxley Act of 2002

31.2 Certificate of Chief Financial Officer pursuant3ection 302 of the Sarbal-Oxley Act of 2002

32.1 Certificate of Chief Executive Officer pursuant3ection 906 of the Sarbal-Oxley Act of 2002

32.2 Certificate of Chief Financial Officer pursuant3ection 906 of the Sarbal-Oxley Act of 2002

+ Indicates a management contract or compensation
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Notes to Consolidated Financial Stateme

70

F-6

F-7




REPORT OF INDEPENDENT REGISTERED
PUBLIC ACCOUNTING FIRM

To the Board of Directors and Shareholders
Shopoff Properties Trust, Inc. and Subsidiaries

We have audited the accompanying consolidated balsheets of Shopoff Properties Trust, Inc. andsiBidries (collectively the “Company”
as of December 31, 2011 and 2010, and the relategotidated statements of operations, stockhold=yaity, and cash flows for the ye
ended December 31, 2011 and 2010. These finartei@nsents are the responsibility of the Companmganagement. Our responsibility i
express an opinion on the financial statementschaseur audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBlaUnited States). Those stand.
require that we plan and perform the audit to obta@asonable assurance about whether the finastaééments are free of mate
misstatement. The Company was not required to hrerewere we engaged to perform, an audit of isriral control over financial reportir
Our audits included consideration of internal cohaiver financial reporting as a basis for desigrémidit procedures that were appropria
the circumstances, but not for the purpose of esging an opinion on the effectiveness of the Com@aimternal control over financ
reporting. Accordingly, we express no such opinidn. audit also includes examining, on a test basiglence supporting the amounts
disclosures in the financial statements, assedsiagaccounting principles used and significantnegtés made by management, as we
evaluating the overall presentation of the finahsiatements. We believe that our audits provideaaonable basis for our opinion.

In our opinion, the consolidated financial statetaerferred to above present fairly, in all materégpects, the consolidated financial pos
of Shopoff Properties Trust, Inc. and Subsidiadef December 31, 2011 and 2010, and the consadidasults of their operations and t
cash flows for the years ended December 31, 20d @m0, in conformity with accounting principlesngeally accepted in the United State
America.

The accompanying consolidated financial statemleate been prepared assuming the Company will aomts a going concern. As discus
in Note 1 to the consolidated financial statemetiits, Company has suffered losses and cash outflows operations during 2011 and 2C
and is experiencing difficulty in generating suitict cash flow to meet its obligations and susi&irbusiness operations. These matters
substantial doubt about its ability to continueaagoing concern. Managemenplans in regard to these matters are also desciibNote 1
The consolidated financial statements do not inelady adjustments that might result from the outoffithis uncertainty.

Newport Beach, Californi
April 6, 2012
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SHOPOFF PROPERTIES TRUST, INC.
CONSOLIDATED BALANCE SHEETS

ASSETS

Assets

Cash and cash equivalel
Restricted cas
Note and interest receivable, |
Real estate investmer
Real estate investments, held for ¢
Prepaid expenses and other assets
Due from related partie
Loan fees and related loan expenses
Property and equipment, r

Total Assets

LIABILITIES AND STOCKHOLDERS ' EQUITY
L iabilities

Accounts payable and accrued liabilit

Due to related partie

Interest payabl

Income taxes payab

Notes payable secured by real estate investmegtts, n

Total Liabilities

Commitments and Contingencie:

Stockholders' Equity
Shopoff Properties Trust, Inc. stockhol¢ equity:
Common stock, $0.01 par value; 200,000,000 shart®rzed; 2,109,100 and 2,011,750 shares iss
at December 31, 2011 and December 31, 2010, réaplgc
Treasury stock, 37,500 and zero shares at par
Additional paic-in capital, net of offering cos
Accumulated deficit
Total Shopoff Properties Trust, Inc. stockholderglity
Non-controlling interes
Total stockholders’ equity

Total Liabilities and Stockholders’ Equity

December 31

December 31

2011 2010
$ 20,39( $ 31,07¢
80,84 80,84
356,79° 713,59
19,063,22 14,545,27
— 3,471,86'
109,12 53,05
— 380,39(
— 52,74
16,10 56,85(
$ 1064649 $ 19,385,69
$ 670,55 $ 848,69(
203,85« 88,27
40,66° 146,62
8,91 —
4,900,101 4,328,41
5,824,08. 5,412,00
21,09 20,11¢
(375 —
18,350,36 17,286,71
(4,959,42) (3,333,24)
13,411,65 13,973,58
410,744 10C
13,822,40 13,973,68
$ 1964649 $ 19,385,69

The accompanying notes are an integral part oféhemnsolidated financial statemer
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SHOPOFF PROPERTIES TRUST, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues:
Sale of real estai

Interest incom« notes receivabl

Interest income and oth
Other income

Expenses:
Cost of sales of real este
Impairment charge
Loan loss provisiol
Legal settlemer
Stock based compensati
Asset management fe
Professional fee
Insurance
General and administrati\
Director compensatio
Dues and subscriptior

Due diligence costs related to properties not aedi

Net loss before income tax

Provision (benefit) for income taxes

Net loss

Less: Net loss attributable to noncontrolling ietds

Net loss attributable to the Compe

Earnings per common share attributable to Compdgsic
Earnings per common share attributable to Compdijuted
Weighte-average number of common shares outstanding, ngeet ishare computatior

Basic
Diluted

For The Years Ended

December 31

December 31

2011 2010
$ 6,300,000 $ 2,231,77
— 96,24¢

— 1,00¢

— 49,11

6,300,001 2,378,14.
3,920,38 1,487,95
1,500,001 1,000,001
356,79 —
70,00 —
514,34¢ 536,05:
370,69 378,45
405,78 287,66:
190,28( 203,66
261,31 200,39
181,75( 190,00(
84,79¢ 133,78¢
76,88’ 101,10:
7,933,04: 4,519,06
(1,633,04) (2,140,92)
8,91z (14,63)

$ (1,641,95) $ (2,126,28)
(15,77%) —
(1,626,17) (2,126,28)

$ (0.80) $ (1.05)
$ (0.80) $ (1.05)
2,021,72! 1,961,37;
2,021,72! 1,961,37:

The accompanying notes are an integral part oféhmmsolidated financial statemer
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SHOPOFF PROPERTIES TRUST, INC.
CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
For the Years Ended December 31, 2011 and 2010

Additional Total
Common Treasury Paid-In Accumulated Stockholder's Non-controlling Total
Stock Stock Capital Deficit Equity Interest Equity

Balance- December 31, 200 $ 19,18  $ — $ 15828,75 $  (1,206,95) 14,640,988 $ 10C 14,641,08
Issuance of common sto: 634 601,66¢ 602,30( 602,30(
Subscribed stoc (63) (59,787 (59,85() (59,85()
Vesting of restricted stock issued to certain doecand

officers 368 344,01: 344,37! 344,37!
Stock compensatic 191,67¢ 191,67¢ 191,67¢
Offering costs paid to spons 380,39( 380,39( 380,39(
Net loss (2,126,28)) (2,126,28) (2,126,28)
Balance- December 31, 201 20,11¢ — 17,286,71 (3,333,24) 13,973,58 10C 13,973,68
Issuance of common sto 611 549,28¢ 549,90( 549,90(
Vesting of restricted stock issued to certain doecand

officers 362 344,01« 344,37¢ 344,37t
Vested restricted stock forfeited and held as tngastock (375) 375 — —
Stock compensatic 169,97: 169,97: 169,97:
Noncontrolling interests contributiol — — 426,42« 426,42:
Net loss (1,626,179 (1,626,17) (15,779 (1,641,959
Balance- December 31, 201 $ 21,090 $ (375 $ 1835036 $  (4,959,42) $ 13,41165 $ 410,74¢ $ 13,822,40

The accompanying notes are an integral part oféhemnsolidated financial statemer
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SHOPOFF PROPERTIES TRUST, INC.
CONSOLIDATED STATEMENT OF CASH FLOWS

Cash Flows from Operating Activities

Net loss
Adjustments to reconcile net loss to net cash usegerating activities
Gain on sale of real estate investm
Impairment charge
Loan loss provisiol
Loan fee from new issuance of debt secured byestate investmel
Interest receivable from real es-related investmer
Interest expense added to loan secured by reaé éstestmen
Depreciation expens
Amortization expens
Stock compensatia
Changes in assets and liabiliti
Due to related partie
Accounts payable and accrued liabilit
Income taxes payab
Interest payabl
Prepaid expenses and other assets
Due from related partie
Loan fees and related loan expenses
Interest and loan fee receivable
Net cash used in operating activitie
Cash Flows from Investing Activities
Purchase of property, plant and equipr
Real estate investmer
Proceeds from sale of real estate investment, net
Net cash provided by investing activitie!
Cash Flows from Financing Activities
Issuance of common stock to subscrik
Subscribed stoc
Non-controlling interes
Repayment of notes payable secured by real estetstmen
Proceeds from new loan secured by real estatetmeas
Restricted cas
Net cash (used in) provided by financing activitie
Net change in cas
Cash, beginning of year
Cash, end of yes

SUPPLEMENTAL DISCLOSURE OF NON CASH INVESTING ANBINANCING ACTIVITIES
Acquisition of real estate investment with assuoptf debi

Issuance of common stock in lieu of cash for adtioisof real estat:

Reimbursement of excess organizational and offezkpenses paid to the Advisor and affiliated ezgt
Pre-paid interes

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATIO

Cash paid for intere:
Cash paid for income tax

For The Years Ended
December 31

December 31

2011 2010
$ (1,641,95) $ (2,126,28)
(2,379,61) (743,819
1,500,001 1,000,001
356,79 —
— (50,000)
— (96,24¢)
80,00( 40,00
40,74 44,80
52,74 10,54¢
514,34¢ 536,05:
115,57¢ 71,57
(246,44 312,64
8,917 (42,98¢)
(105,95¢) 74,13:
12,24( 23,57
380,39 —
— (13,28¢)
— 45,00
(1,312,22) (914,30
— (1,444)
(1,846,09) (1,133,42)
5,929,61; 1,894,25:
4 ,083,52: 759,38
— 602,30
— (59,85()
426,42 —
(3,208,41) (1,491,58)
— 880,00
— 109,10¢
(2,781,99) 39,97«
(10,68¢) (114,94)
31,07¢ 146,02:
$ 20,39 $ 31,07¢
$ 3,700,100 $ -

$

$ 549,90 —
$ - 3 380,39
$ - $ 120,00(
$ 417,47 $ 341,82
$ - 3 37,00



SUPPLEMENTAL DISCLOSURE OF NON CASH FLOW INFORMATND

Unbilled insurance reimbursements included in otiemets and unpaid legal liability included in asds
payable and accrued liabiliti $ 68,30: $ -

The accompanying notes are an integral part oféhemnsolidated financial statemer
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SHOPOFF PROPERTIES TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2011 and 2010

1. ORGANIZATION AND NATURE OF BUSINESS
Formation and nature of operations

Shopoff Properties Trust, Inc. (the “Trust”) wasaenporated on November 16, 2006 under the lawkeoState of Maryland. The
Company adopted December 31 as its fiscal year®mTrust intends to elect to be treated as agstate investment trust (“REIT”) for
federal income tax purposes for its tax year enfiagember 31, 2012. The Trust was incorporatedige rcapital and acquire ownership
interests in undervalued, undeveloped, non-incorodyzing real estate assets for which the Trudtakiiain entitiements and hold such assets
as long-term investments for eventual sale. Intamdithe Trust may acquire partially improved amgroved residential and commercial
properties and other real estate investments pitesently expected that the majority of the Taustal estate related assets will be located in
California, Nevada, Arizona, Hawaii, Texas and Cadto. The Trust and all of its majority-owned sdimmiies are hereinafter collectively
referred to as (the “Company” or “We”").

The recent focus of our acquisitions has been on disée@ or opportunistic property offerings. At oucdption, our focus was
adding value to property through the entitlememicpss, but the recent real estate market has gedexaupply of real estate projects tha
all partially or completely developed versus vacandeveloped land. This changed the focus of oquigitions to enhancing the value of
property through redesign and engineering refingsnand removed much of the entitlement risk thatexpected to undertake. Althot
acquiring distressed assets at greatly reducedgfiom the peaks of 20806 does not guaranty us success, we believét tthaes allow u
the opportunity to acquire more assets than prelyatontemplated.

We believe there will be continued distress inrd estate market in the near term, although ieusethat prices have found supy
in some of our target markets. We have seen pricioreases compared to earlier years, but opptigsicontinue to be available as prope
make their way through the financial system andnaitely come to market. We are also seeing moremppities to work with landowne
under options or joint ventures and obtain entidata in order to create long term shareholder v&ue view of the mid to long term is mu
positive, and we expect property values to improver the next four- to tepear time horizon. Our plan has been to positian REIT tc
capitalize on these opportunities for capital apiation.
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SHOPOFF PROPERTIES TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2011 and 2010

As of August 29, 2010, the Company concluded itst-bBorts initial public offering in which it offere@,000,000 shares of

common stock at a price of $9.50 per share andd08)00 shares of common stock at $10.00 per s@aré\ugust 29, 2008, the Company
the minimum offering requirement of the sale ofledst 1,700,000 shares of common stock. As of Dbeeril, 2011, the Company |
accepted subscriptions for the sale of 1,919,4@Beshof its common stock at a price of $9.50 paresinot including: 21,100 shares issue
The Shopoff Group L.P.; 70,000 shares of vestelicesxd stock issued to certain officers and diwegtand 61,108hares of our common stc
issued to certain accredited investors in a priypdgeement as part of the consideration for theisdipn of land. As of August 29, 2010, t
end of the offering period, the Company had 80,8088res of common stock at a price of $9.50 andOD)DO shares at a price of $1(
remaining for sale and subsequently proceeded twéhderegistration of these shares totaling 18680through the filing of a post effect
amendment number 7 with the SEC. The SEC declaisgost effective amendment number 7 effectivéeptember 7, 2010.

As of December 31, 2011, the Company owned oneredrakercent of five properties and a portion oifikéhgproperty (See Note 4 for

additional information):

A final plat of seven hundred and thirty nine resitial lots on a total of two hundred acres of ymioved land in the Town ¢
Buckeye, Maricopa County, Arizona purchased fof83,000.

Approximately one hundred eighteen acres of vaaadtunentitled land located near the City of Lalgrere, in an unincorporate
area of Riverside County, California, acquired ai8ettlement Agreement with Springbrook Investmdnt., a California limited
partnership (“Springbrook”), in which Springbrooffraed to execute and deliver a grant deed to tterlying real estate collateral in
consideration for the discharge by us of all ofigglsrool’ s obligations under a secured promissory note ogetie Company
Approximately 6.11 acres of vacant and unentitiedillocated near the City of Lake Elsinore, in amcorporated area of Riverside
County, California, also acquired via a Settlem&gteement with Springbrook, in which Springbrookesy to execute and deliver a
grant deed to the underlying real estate collaiarabnsideration for the discharge by us of alBpfingbrook’s obligations under a
second, separate secured promissory note owndtehydmpany

Three hundred and fifty-five entitled but unimprdvwesidential lots and two commercial lots locdtethe City of Lake Elsinore,
California. The three hundred and fifty-five ergdlbut unimproved residential lots and two comnatioits were originally purchased
as part of a larger original transaction that ideld five hundred and nineteen entitled but unimgdoresidential lots and two
commercial lots with an overall purchase price 6$0,000. The remaining three hundred and fifee-£ntitled but unimproved
residential lots and two commercial lots have daocated basis of $4,430,0C

Four hundred acres of unentitled and unimproved lacated in the City of Chino Hills, California ymhased as part of a larger
transaction with an overall purchase price of $9,600. The four hundred acres have an allocated ba$3,270,000
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SHOPOFF PROPERTIES TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2011 and 2010

e 47.9 acres of unimproved land zoned commerciallrahal multi-family residential, which currently peits 306 residential units and
25 acres of retail land located in the Town of RarPouglas County, Colorado purchased for $4,900,0he Company owns a
portion of this property through a specific purptisgted liability company with an affiliate of oukdvisor.

Through December 31, 2011, the Company had origghtiiiree loans, a $600,000 secured loan to Mesgaiteure |, LLC and two
secured loans totaling $2,300,000 to Aware Devekgn€ompany, Inc. One loan, the $600,000 secuedtio Mesquite Venture I, LLC, was
outstanding as of December 31, 2011 and Decemh&@03D (See Note 3).

The Company’s day-to-day operations are managethiopoff Advisors, L.P., a Delaware limited partmgogthe “Advisor”), as
further discussed in Note 7. The Advisor managgservises and performs the various administratimetions necessary to carry out our day-
to-day operations. In addition, the Advisor ideetfand presents potential investment opporturdtiesis responsible for our marketing, sales
and client services. Pursuant to the Advisory Agreset, the Advisor’s activities are subject to oigitsby our board of directors.

The Company’s majority-owned subsidiary, ShopofftiRas, L.P., a Maryland limited partnership (ti@perating Partnership”), or
wholly owned subsidiaries of the Operating Parthigrswill own substantially all of the propertiescuired on behalf of the Company. The
Trust's wholly owned subsidiary, Shopoff GenerattRar, LLC, a Maryland limited liability companyh@ “Sole General Partner”), is the sole
general partner of the Operating Partnership anusd®6 of the equity interest therein. The Trust gnedAdvisor own 98% and 1% of the
Operating Partnership, respectively, as limitedrpas.

Although not wholly owned, the Company’s Operatiteytnership is the manager of and has control temanagement and major
operating decisions of SPT — Vantage Point, LL{@jrat venture formed in November, 2011. Accordinglye accounts of SPT — Vantage
Point, LLC are consolidated in the Company’s coigstéd financial statements as of and for the geded December 31, 2011.
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SHOPOFF PROPERTIES TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2011 and 2010

Going Concern and Liquidity Matters

The accompanying consolidated financial statemlesite been prepared assuming the Company will aoatio meet its liquidity
requirements for the foreseeable future. For edtheotwo years ended December 31, 2011 and 28&0Company has reported losses and
cash outflows from operations. Additionally, asDafcember 31, 2011, the Company has an accumulaf@it @f approximately $4,959,000,
has approximately $20,000 in cash, owes vendormoappately $924,000, and has two notes payableeggging $2,300,100 that mature in
2012, one of which is due and payable May 17, 2@#2pther due and payable July 31, 2012. Additipntne Company has required princi
payments aggregating $250,000 due in 2012 on ttver giotes payable (such other notes payable addition to the two notes payable
discussed above). These conditions raised sulatdotibt about the Company’s ability to continuenteet its liquidity requirements and to
continue as a going concern. As a result, manageisiéaking the following actions: The Company @$ieely pursuing discussions with
potential lending sources for land assets as thikehtor lending on unentitled and undeveloped laag become more available although the
cost of funds could be prohibitive. Additionallyamagement will open discussions with its currentlégs to restructure the due dates of
existing loans. Management has also been pursisegssion with potential joint venture partners wimuld purchase a portion of existing
Company real estate assets in exchange for cashniént of the Company is to extend existing dibgbtain new debt on real estate owned
that is currently unencumbered and/or enter irjtrd venture agreement whereby the Company woaidribute a portion of its real estate
assets in exchange for cash. The Company is clysseking approximately $3,000,000 in new fundiregn either lending or joint venture
sources.

The Company believes it will have sufficient furfidsthe operation of the Company for the near ftifowever, if new financings and a
recapitalization utilizing existing Company assetsliscussed above do not happen, the Company eealyta consider alternative solutions or
may need to cease operations. The financial statisnoe not include any adjustments to reflect th&sjple future effects on the recoverability
and classification of assets or the amounts arg$ifieation of liabilities that may result from tbeitcome of this uncertainty.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The summary of significant accounting policies preed below is designed to assist in understarttim@ompany’s consolidated
financial statements. Such consolidated finand¢&ksnents and accompanying notes are the représaertdthe Companyg management, wt
is responsible for their integrity and objectivity.

Principles of Consolidatior

Since the Company’s wholly owned subsidiary, Shb@aheral Partner, LLC, is the sole general pantri¢he Operating Partnership
and has unilateral control over its managementnaajdr operating decisions (even if additional lisditpartners are admitted to the Operating
Partnership), the accounts of the Operating Pattiylgiare consolidated in the Company’s consolidéitethcial statements. The accounts of
Shopoff General Partner, LLC are also consolidateie Company’s consolidated financial statemsintse it is wholly owned by the
Company. Additionally, SPT Real Estate Finance, LBET-SWRC, LLC, SPT-Lake Elsinore Holding Co., LISPT AZ Land Holdings,
LLC, SPT — Chino Hills, LLC and Shopoff TRS, Incealso 100% owned by the Operating Partnershiglaer@fore their accounts are
consolidated in the Company'’s financial statemastsf and for the years ended December 31, 201 Daocember 31, 2010.
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SHOPOFF PROPERTIES TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2011 and 2010

Although not wholly owned, since the Company’s Gyieg Partnership is the manager of and has cooteal the management and major
operating decisions of SPT — Vantage Point, LL&,abcounts of SPT — Vantage Point, LLC are conatdiiin the Company’s consolidated
financial statements as of and for the year endszkber 31, 2011.

All intercompany accounts and transactions areieéted in consolidation.
Use of Estimates

It is the Company’s policy to require managemenmhtike estimates and judgments that affect the tegp@mounts of assets,

liabilities, revenues and expenses, and the reiisaiiosure of contingent assets and liabilitigsede estimates will be made and evaluated on
an on-going basis, using information that is cutlyeavailable as well as applicable assumptiongket to be reasonable under the
circumstances. Actual results may vary from thaderates; in addition, such estimates could besdsfit under other conditions and/or if we
use alternative assumptions.
Reclassifications

Certain amounts in the Company’s prior pexdodsolidated financial statements have been gl to conform to the current period
presentation. These reclassifications have notggtathe results of operations of prior periods.

Cash and Cash Equivalents

The Company considers all highly liquid shiemm investments with original maturities of thraenths or less when purchased to be
cash equivalents.

Concentrations of Credit Risk
The financial instrument that potentially expodes €Company to a concentration of credit risk caag$ cash. As of December 31, 2011,

we did not have bank balances in excess of therkeDeposit Insurance Corporation (“FDIC”) limit §250,000.
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SHOPOFF PROPERTIES TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2011 and 2010

As of December 31, 2011, the Company maintainedetalble securities in a money market account aicefinancial institutions that
were subject to the Securities Investor Proted@orporation (“SIPC”) limit of $500,000. We did nleave any bank balances in excess of the
SIPC limit as of December 31, 2011. This money rmbaccount, also known as a brokerage safekeepowyat, is protected by additional
coverage that the financial institution has pureldairough Lloyd’s of London, which provides adalital protection up to $149.5 million.

The Company'’s real estate and real estate relatstsaare located in Arizona, California, Coloradd Nevada. Accordingly, there is a
geographic concentration of risk subject to flutinrgs in the local economies of Arizona, Califorrzolorado and Nevada. Additionally, the
Company’s operations are generally dependent uponetal estate industry, which is historically gabjto fluctuations in local, regional and
national economies.

Revenue and Profit Recognition

It is the Company'’s policy to recognize gains oa $hale of investment properties. In order to gudtif immediate recognition of revenue
on the transaction date, the Company requiregtieagale be consummated, the buyer’s initial amdicoing investment be adequate to
demonstrate a commitment to pay, any receivabldtieg from seller financing not be subject to ftgsubordination, and that the usual risks
and rewards of ownership be transferred to the bhiWe expect these criteria to be met at the abdgscrow. The Company’s policy also
requires that the seller not have any substartiaticuing involvement with the property. If we haae€ommitment to the buyer for a specific
dollar amount, such commitment will be accrued tmedrecognized gain on the sale will be reducedralagly.

Transactions with unrelated parties which in sulitaare sales but which do not meet the critesariteed in the preceding paragraph will
be accounted for using the appropriate method (asche installment, deposit, or cost recovery odtlas set forth in the Company’s policy.
Any disposition of a real estate asset which irsgatice is not deemed to be a “sale” for accoungirrposes will be reported as a financing,
leasing, or profit-sharing arrangement as constlappropriate under the circumstances of the specinsaction.

For income-producing properties we intend to re@gbase rental income on a straight-line basis theeterms of the respective lease
agreements (including any rent holidays). Diffeesibetween recognized rental income and amountsactunally due under the lease
agreements will be credited or charged (as apg#dato rent receivable. Tenant reimbursement regewhich is expected to be comprised of
additional amounts recoverable from tenants forroom area maintenance expenses and certain othensgeg will be recognized as revenue
in the period in which the related expenses areried.
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SHOPOFF PROPERTIES TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2011 and 2010

Interest income on the Company’s real estate metesivable is recognized on an accrual basis dwelife of the investment using the
effective interest method. Direct loan originatfees and origination or acquisition costs are aixexttover the term of the loan as an
adjustment to interest income. The Company wiltellans on nonaccrual status when concern exdststae ultimate collection of principal
or interest. When a loan is placed on nonaccra#ist the Company will reserve the accrual for ichpaerest and will not recognize
subsequent interest income until the cash is redeier the loan returns to accrual status.

Notes Receivabl

The Companys notes receivable are recorded at cost, net oflass reserves, and evaluated for impairmentdt balance sheet da
The amortized cost of a note receivable is thetanting unpaid principal balance, net of unamodtizests and fees directly associated witl
origination or acquisition of the loan.

The Company considers a loan to be impaired whased upon current information and events, it beBehat it is probable that the
Company will be unable to collect all amounts dader the contractual terms of the loan agreemenesArve is established when the present
value of payments expected to be received, obskervadrket prices, or the estimated fair value efabllateral (for loans that are dependent on
the collateral for repayment) of an impaired lositoiwer than the carrying value of that loan.

The Company recognized a loan loss provision o6$8% during the year ended December 31, 2011.ndiesreceivable is known as
Mesquite Venture |, LLC. See Note 3 for additioimdbrmation.

Cost of Real Estate Assets Not Held for Sale

Real estate assets principally consist of whollyredvundeveloped real estate for which we obtaiitiemients and hold such assets as
long term investments for eventual sale. Undevelapal estate not held for sale will be carriedast subject to downward adjustment as
described in “Impairmenthelow. Cost will include the purchase price of ldred, related acquisition fees, as well as coséde® to entitlemen
property taxes and interest. In addition, any figant other costs directly related to acquisitiord development of the land will be capitalized.
The carrying amount of land will be charged to @ags when the related revenue is recognized.
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SHOPOFF PROPERTIES TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2011 and 2010

Income-producing properties will generally be cadrat historical cost less accumulated deprecialiba cost of income-producing
properties will include the purchase price of twed and buildings and related improvements. Expereti that increase the service life of such
properties will be capitalized; the cost of mairsece and repairs will be charged to expense asratwturhe cost of building and improveme
will be depreciated on a straiglite basis over their estimated useful lives, wrach expected to principally range from approxinyai® to 39
years. When depreciable property is retired oratisgd of, the related cost and accumulated depictiaill be removed from the accounts ¢
any gain or loss will be reflected in operations.

The costs related to abandoned projects are exgpavisen management believes that such projectscal@nger viable investments.
Property Held for Sale

The Company’s policy, which addresses financiabaoting and reporting for the impairment or dispagdong-lived assets, requires that
in a period in which a component of an entity aith@s been disposed of or is classified as helddts, the income statements for current and
prior periods report the results of operationshef tomponent as discontinued operations.

When a property is held for sale, such property vélcarried at the lower of (i) its carrying ambon (i) the estimated fair value less cc
to sell. In addition, a depreciable property beietd for sale (such as a building) will cease talbpreciated. We will classify operating
properties as held for sale in the period in whilttof the following criteria are met:

. Management, having the authority to approve thieactommits to a plan to sell the as:

. The asset is available for immediate sale in i&s@nt condition, subject only to terms that areabiand customary for sales of st
asse;

. An active program to locate a buyer and other astiequired to complete the plan to sell the dsaetbeen initiate;

. The sale of the asset is probable, and the tranétbe asset is expected to qualify for recognitas a completed transaction within
year;

. The asset is being actively marketed for salepaice that is reasonable in relation to its curesitimated fair value; ar
. Given the actions required to complete the pdasell the asset, it is unlikely that significahtoges to the plan would be made or that

the plan would be abandon.
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SHOPOFF PROPERTIES TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2011 and 2010

Selling commissions and closing costs will be exgeelhwhen incurred .

We believe that the accounting related to propeatyation and impairment is a critical accountistjreate because: (1) assumptions
inherent in the valuation of our property are hjghlibjective and susceptible to change and (2ntpact of recognizing impairments on our
property could be material to our consolidated hedasheets and statements of operations. We vaillate our property for impairment
periodically on an asset-by-asset basis. This atialu includes three critical assumptions with relga future sales prices, cost of sales and
absorption. The three critical assumptions inclindetiming of the sale, the land residual value greddiscount rate applied to determine the
fair value of the income-producing properties oa ltialance sheet date. Our assumptions on the tiofisgles are critical because the real
estate industry has historically been cyclical sedsitive to changes in economic conditions suchtasest rates and unemployment levels.
Changes in these economic conditions could maliea#fect the projected sales price, costs to aegamd entitle our land and cost to acquire
our income-producing properties. Our assumptionknd residual value are critical because they afftct our estimate of what a willing
buyer would pay and what a willing seller wouldl separcel of land for (other than in a forced l@ption) in order to generate a market rate
operating margin and return. Our assumption onodistrates is critical because the selection aeodint rate affects the estimated fair value
of the income-producing properties. A higher distaate reduces the estimated fair value of suopgaties, while a lower discount rate
increases the estimated fair value of these priggeBecause of changes in economic and markeit@msand assumptions and estimates
required of management in valuing property heldrfisestment during these changing market conditiangial results could differ materially
from management’s assumptions and may require rabpeoperty impairment charges to be recordedhanftiture.

Long-Lived Assets

The Company’s policy requires that long-livastets be reviewed for impairment whenever everntlanges in circumstances indicate
that their carrying amounts may not be recoverdbtlae cost basis of a long-lived asset held feg is greater than the projected future
undiscounted net cash flows from such asset (ekdudterest), an impairment loss is recognizecpdimment losses are calculated as the
difference between the cost basis of an assetiamdtimated fair value.

The Company recognized impairment charges in theeggte amount of $1,500,000 on two existing Compavestments during the year
ended December 31, 2011. These two existing Comipaegtments are known as the Desert Moon EstaitggeRy and the Tuscany Crest /
Tuscany Valley Project (the Tuscany Crest / Tusdaaljey Project being part of a larger original gliase known as the Tuscany Valley
properties). The Desert Moon Estates Property masired by $500,000 and the Tuscany Crest / TusWaligy Project was impaired by
$1,000,000.
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The Company recognized impairment charges in theeggite amount of $1,000,000 on three real estagsiments for the year ended
December 31, 2010. These three existing Compargstments are known as the Desert Moon Estates @yrpfiee Tuscany West Project, and
the Commercial Project (the Tuscany West Projedtthea Commercial Project being part of a largegiogl purchase known as the Tuscany
Valley properties). The Desert Moon Estates Prgpeats impaired by $397,000, the Tuscany West Prejas impaired by $335,000, and the
Commercial Project was impaired by $268,000.

The Company'’s policy also requires us to separaegprt discontinued operations and extends thpairtieg to a component of an entity
that either has been disposed of (by sale, abangiotimr in a distribution to shareholders) or &sslfied as held for sale. Assets to be disposec
of are reported at the lower of the carrying amairgstimated fair value less costs to sell. Theree no significant operations related to the
properties sold.

Earnings Per Share

Basic net income (loss) per share (“EPS”) is corgty dividing income (loss) by the weighted averagmber of common shares
outstanding during each period. The computatiodilofed net income (loss) further assumes theidéugffect of stock options, stock warrants
and contingently issuable shares, if any.

As of December 31, 2011, the Company had grant8¢7%®@ shares of restricted stock to certain dimscand officers, 107,500 of which
were vested as of December 31, 2011 and 66,25Gichwemain unvested as of December 31, 2011. ©1@7,500 shares which had veste
of December 31, 2011, 37,500 shares were voluptarifeited and are held as treasury stock by tbm@any, reducing the number of vested
shares that are outstanding from 107,500 to 70)080ested shares were excluded in the calculafi&@P& for the year ended December 31,
2011 since their effect would be anti-dilutive.

As of December 31, 2010, the Company had grant8¢7%®@ shares of restricted stock to certain dimscand officers, 71,250 of which
were vested as of December 31, 2010 and 102,5@0ioh remain unvested as of December 31, 2010. stadeshares were not included in
calculation of EPS for the year ended DecembeR310 since their effect would be anti-dilutive.

As of December 31, 2011, the Company had 123, &tk stptions that were granted to certain direcémr officers, 69,400 of which

were vested as of December 31, 2011 and 54,35hichwemain unvested as of December 31, 2011. Herydélve 123,750 stock options were
excluded in the calculation of EPS for the yeadeghDecember 31, 2011 since their effect wouldritedilutive.
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As of December 31, 2010, the Company had 123, &5tk stptions that were granted to certain directmr officers, 42,900 of which were
vested as of December 31, 2010 and 80,850 of whitiain unvested as of December 31, 2010. The 1@3ft%k options were excluded in
calculation of EPS for the year ended DecembeR310 since their effect would be anti-dilutive.

The following is a reconciliation of the sharesdigethe computation of basic and diluted EPS lieryears ended December 31, 2011 and
2010, respectively:

Year Ended
December 31
2011 2010
Numerator:
Net loss $ (1,641,95) $ (2,126,28)
Less: Net loss attributable to noncontrolling ietds $ (15,779 $ —
Net loss attributable to the Compe $ (1,626,17) $ (2,126,28))

Denominator
Weighted average outstanding shares of common stock 2,021,72! 1,961,37.

Effect of contingently issuable restricted stock — —
Effect of contingently issuable stock options — —

Weighted average number of common shares and pdteotmmon shares outstanding 2,021,72! 1,961,37.
Basic loss per common sh $ 0.80 $ (1.0
Diluted loss per common share $ (0.80 $ (2.0¢)

Estimated Fair Value of Financial Instruments and €tain Other Assets/Liabilitie:

The Company'’s financial instruments include casties and accounts receivable, prepaid expensesjrasgayable and accrued
liabilities and notes and interest payable. Managgdrbelieves that the fair value of these finanicisfruments approximates their carrying
amounts based on current market indicators, supheagiling interest rates and the short-term nitggrof such financial instruments.

Management has concluded that it is not practaaktimate the fair value of amounts due to andhfrelated parties. The Company’s

policy requires, where reasonable, that informagiertinent to those financial instruments be dseth such as the carrying amount, interest
rate, and maturity date; such information is ineldidh Note 7.
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Management believes it is not practical to estintfagefair value of related party financial instrumteebecause the transactions cannot be
assumed to have been consummated at arm’s lehgtle, dre no quoted market values available for mwsthuments, and an independent
valuation would not be practicable due to the latcllata regarding similar instruments (if any) &nel associated potential cost.

The Company does not have any assets or liabithigsare measured at fair value on a recurringslfescept as disclosed below) and, as
of December 31, 2011 and December 31, 2010, dithaneet any assets or liabilities that were measardéair value on a nonrecurring basis
except as described in the long-lived assets above.

When the Company has a loan that is identifiede@isgbimpaired or being reviewed for impairment wéesr events or changes in
circumstances indicate that their carrying amoumy not be recoverable in accordance with Compatigypand is collateral dependent, it is
evaluated for impairment by comparing the estiméaédvalue of the underlying collateral, less cost sell, to the carrying value of the loan.

The Company'’s policy establishes a three-tiervaiue hierarchy, which prioritizes the inputs ugecheasuring fair value. These tiers
include: Level 1, defined as observable inputs sastjuoted prices for identical financial instrutsdn active markets; Level 2, defined as
inputs other than quoted prices in active markeds are either directly or indirectly observablegdad evel 3, defined as instruments that have
little to no pricing observability as of the repemitdate. Level 3 instruments do not have two-wasketa and are measured using managersent’
best estimate of fair value, where the inputs theodetermination of fair value require significaminagement judgment or estimation.

The Company’s policy also discusses determiningviaue when the volume and level of activity foe tasset or liability has
significantly decreased, and identifying transactithat are not orderly. Company policy emphadizaseven if there has been a significant
decrease in the volume and level of activity folagret or liability and regardless of the valuateshnique(s) used, the objective of a fair value
measurement remains the same. Fair value is tbe fhréit would be received to sell an asset or libtpdransfer a liability in an orderly
transaction (that is, not a forced liquidation mtieéssed sale) between market participants antesurement date under current market
conditions. Furthermore, Company policy requiredittaahal disclosures regarding the inputs and abnaechnique(s) used in estimating the
fair value of assets and liabilities as well as ehgnges in such valuation technique(s).
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The following items are measured at fair value @acrring basis subject to the Company’s disclesaquirements at December 31, 2011
and December 31, 2010:

As of December 31, 201
Fair Value Measurements Using

Quoted Significant Significant
Markets Observable Unobservable
Carrying Total Prices Inputs Inputs
Value Fair Value (Level 1) (Level 2) (Level 3)
Financial Assets (Liabilities
Cash Equivalent $ 14,070 $ 14,070 $ 14,070 $ — 3 —

As of December 31, 201
Fair Value Measurements Using

Quoted Significant Significant
Markets Observable Unobservable
Carrying Total Prices Inputs Inputs
Value Fair Value (Level 1) (Level 2) (Level 3)
Financial Assets (Liabilities
Cash Equivalent $ 12,20¢ $ 12,20¢ $ 12,20¢ $ — $ —

Noncontrolling Interests in Consolidated Financigbtatement:

The Company classifies noncontrolling intésess part of consolidated net earnings ($(15,%t5he year ended December 31, 2011 and
$0 for the year ended December 31, 2010) and iesltite accumulated amount of noncontrolling intsras part of stockholders’ equity
($410,749 at December 31, 2011 and $100 at Decedihb@010). Earnings per share reflects amounibuattible only to the Company.
Similarly, in the presentation of shareholders’igguhe Company distinguishes between equity arteatiributable to the Company’s
stockholders and amounts attributable to the namelling interests. Increases and decreases itmpany’s controlling financial interests in
consolidated subsidiaries will be reported in ggsitnilar to treasury stock transactions. If a @d&m ownership of a consolidated subsidiary
results in loss of control and deconsolidation, estgined ownership interests are remeasured hatlyain or loss reported in net earnings.

Stock-Based Compensation
The Company’s policy requires that allpdoyee stock options and rights to purchase shardsr stock participation plans be accounted

for under the fair value method and requires theeafsan option pricing model for estimating faitu@ Accordingly, shar&ased compensatit
is measured at the grant date, based on the faie v the award.
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Organization and Offering Costs

The Company’s organization and offering costs vpaiel by the Company’s Advisor, broker-dealer arairthffiliates on the
Company’s behalf. These organization and offerimgtxincluded all expenses to be paid by us in ection with the Company’s initial public
offering, including but not limited to (i) legalcaounting, printing, mailing, and filing fees; (dharges of the escrow holder; (iii) reimburser
of the broker-dealer for amounts it may pay to frinse the bona fide diligence expenses of othdwdordealers and registered investment
advisors; (iv) reimbursement to the advisor foreotbosts in connection with preparing supplemesalds materials; (v) the cost of educational
conferences held by us (including the travel, maadl lodging costs of registered representativésaker-dealers); and (vi) reimbursement to
the broker-dealer for travel, meals, lodging, attdredance fees incurred by employees of the brdkater to attend retail seminars conducted
by broker-dealers.

Income Taxes

The Company intends to make an election to be tazeal REIT under Sections 856 through 860 of tterial Revenue Code, as
amended, or the Code, beginning with the taxabde gading December 31, 2012. The Company has naopydified as a REIT. To qualify as
a REIT, the Company must meet certain organizatiand operational requirements, including a reqniet to currently distribute at least 9
of ordinary taxable income to stockholders. As dTREhe Company generally will not be subject tddeal income tax on taxable income that
it distributes to its stockholders. If the Compdais to qualify as a REIT in any year, it will Iseibject to federal income taxes on taxable
income at regular corporate rates and will not éxeritted to qualify for treatment as a REIT for déeal income tax purposes for four years
following the year during which qualification isdbunless the Internal Revenue Service grants ¢imep@ny relief under certain statutory
provisions. Such an event could materially advgraéfect the Company’s net income and net cashabaifor distribution to stockholders.
The Company is currently being taxed as a C Cotjmora

The Company’s computed effective tax rate was megédr the year ended December 31, 2011 and tmep@ay recorded an income
tax expense of approximately $9,000. The Compaefjestive rate differs from the U.S. federal statytrate primarily due to the deferred tax
asset valuation position on federal net operatisgéds (“NOL"), state tax that restricts the usetafe net operating losses, and federal and stat
alternative minimum tax effects.

At December 31, 2011, the Company had a federal M@ty-forward of approximately $445,000 and aestd©OL carry-forward of
approximately $1,260,000.
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At December 31, 2010, the Company had a federal N®ty-forward of approximately $1,340,000 andaaestNOL carry-forward of
approximately $2,254,000.

A portion of the carryfowards may expire beforengeapplied to reduce future income tax liabilities.

In assessing the realizability of deferred tax sseanagement considers whether it is more likedy not that some portion or all of
the deferred tax assets will not be realized. Titimate realization of deferred tax assets is ddpahupon the generation of future taxable
income during the periods in which those tempodiffgrences become deductible. Management consileramount and timing of scheduled
reversals of deferred tax liabilities and projedigtdire taxable income over the periods for whioh deferred tax assets are deductible.
Although management believes the Company will leditable in the foreseeable future, based uporCin@pany’s history of continuing
operating losses, realization of its deferred &sets does not meet the more likely than not @iterder ASC 740 and, accordingly, a valua
allowance for the entire deferred tax asset ambasteen recorded.

As of December 31, 2011, based on the weight afabla evidence, including cumulative losses irergg/ears, realization of defer
tax assets does not appear more likely than natrefbre a full valuation allowance will continuelie applied against net deferred tax assets.

As of December 31, 2011, the Company had not recbathy unrecognized tax benefit. The Company doesxpect the
unrecognized tax benefit will change significantlighin the next 12 months. There have been no nahigranges to the unrecognized tax
benefit during the year ended December 31, 2011.

Recently Issued Accounting Pronouncemel

On May 12, 2011, the FASB issued Accounting Stashslaipdate No. 2011-04, Fair Value Measurement (T8@0): Amendments to
Achieve Common Fair Value Measurement and Discl&equirements in U.S. GAAP and IFRSs (“ASU No.1202"). ASU No. 2011-04
updated accounting guidance does not require additfair value measurements, but rather, reqaideltional disclosures while providing
further explanation for measuring fair value andwarging with international accounting standardse @mendments are effective for public
entities for interim and annual periods beginniftgraDecember 15, 2011, and should be applied pasgely. As this ASU amends only the
disclosure requirements, the adoption of ASU Nd.1204 is not expected to have a significant imjpaicthe Company’s financial statements.

Other recent accounting pronouncements issuedeblf ASB (including its Emerging Issues Task Fortte, AICPA, and the SEC did
not or are not believed by management to have ariahimpact on our present or future consoliddbeancial statements.
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3. NOTE RECEIVABLE

As of December 31, 2011 and December 31, 2010Ctmepany, through a wholly owned subsidiary, hag#ted in a real estate loan
receivable as follows:

Maturity

Date Book Book Contractual ~ Annual Effective Date as of

Loan Name Acquired/ Property Loan Value as of Value as of Interest Interest Rate at  December 31
Location of Related Property or Collateral Originated Type Type December 31,201: December 31, 201 Rate December 31, 201 2011
Mesquite Venture
Mesquite, Nevad 9/30/200¢  Vacant Lanc  Second deed of Tru $ 691,21 $ 691,21 14.0(% 19.0(% 1/15/201.;
Accrued interes 22,38 22,38:
Reserve for loan losse (356,796 —

$ 356,79° $ 713,59:

The following summarizes the activity relatedeal estate loans receivable for the year essmber 31, 2011:

Real estate loans receiva— December 31, 201 $ 713,59:
Accrued interes —
Provision for loan loss (356,799
Real estate loans receiva— December 31, 201 $ 356,79°

Mesquite Venture |, LLC

On September 30, 2008, the Company originatedutfir&PT Real Estate Finance, LLC, a real estateflwaan amount of $600,000.
The borrower was Mesquite Venture |, LLC. All atitey and closing costs were paid by the borrowee. [ban was a second position lien
behind a $3,681,000 first position lien (the “Serioan”). The initial term of the loan was nine ntle®due on June 30, 2009 and bore interest
at an annual rate of 14%. The loan is secureddsed of trust, assignment of rents and securitgeagent encumbering real property situated
in the City of Mesquite. This loan is also secubgersonal guarantees from four separate indilsdua

The compensation received by the Advisor and fiBadés in connection with this transaction isfabows: (i) an acquisition fee equal
to 3% of the loan amount, or $18,000, and (ii) rhbnasset management fees equal to 1/12 of 2%edbttal loan amount, or $1,000 per
month, plus capitalized entitlement and projecatel costs, for the first year, and then basedhemppraised value of the asset after one year.
The total compensation received by the Advisorfddezember 31, 2011 was $57,000.
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On or about June 30, 2009, the Company, throughFST Estate Finance, LLC, agreed to extend thenifyatate of its secured note
with Mesquite Venture I, LLC from June 30, 2009May 15, 2010. In consideration of this loan extensiMesquite Venture I, LLC agreed to
pay a loan extension fee of five percent of thestaumding principal balance or $30,000 payable bsws: $10,000 upon execution of the
secured note extension, $10,000 on October 1, 286%10,000 on January 1, 2010. Mesquite VentureQ, also agreed to make a $10,000
payment on April 1, 2010, which was to be appligdiast accrued and unpaid interest. Interest adavnehe outstanding principal balance at
an annual rate of 14% and all accrued and unp#adest and principal became due and payable irafulie new maturity date of May 15,
2010.

On or about October 12, 2009, the Company wasrimédrthat on September 28, 2009 a Notice of DefadtElection to Sell Under
Deed of Trust (“NOD") was recorded on behalf of BA&st Bank, as beneficiary (“East West Bank”) hwigspect to a senior deed of trust
securing certain obligations of Mesquite VenturelC to East West Bank, including without limitatiandebtedness under the Senior Loan.
The NOD was filed due to Mesquite Venture |, LLE&8dure to pay the August 1, 2009 installment dhpipal and interest and all subsequent
installments of principal and interest under thaiGelLoan.

A default on the Company’s secured note was trigij@rhen Mesquite Venture |, LLC failed to make$it,000 loan extension fee
payment due on October 1, 2009. Mesquite VentureQ, subsequently failed to make its $10,000 logteesion fee payment due on January
1, 2010.

On December 24, 2009, PLQ Mesquite Investors, LarCentity controlled by one of the original guacaatof the Senior Loan,
entered into a Mortgage Loan Sale Agreement whettedyolder of the Senior Loan, East West Bankeedjto sell to PLQ Mesquite
Investors, LLC, the $3,681,000 mortgage note tagretlith all of East West Bank’s interest in andatty of Mesquite Venture |, LLC's
property held by East West Bank, all collateral angt guarantees obtained in connection with thé883000 note. On December 30, 2009,
East West Bank officially assigned to PLQ Mesquiteestors, LLC, the Senior Loan. Mesquite VentyrellC cured its first lien position
default upon the purchase by PLQ Mesquite Investdr€, of the Senior Loan as PLQ Mesquite InvestbtsC’'s manager, was also a
guarantor on the Senior Loan.

Mesquite Venture I, LLC and the Company’s Advisgreed that if Mesquite Venture |, LLC paid (i) pfist due payments required as
outlined in the extension agreement, (ii) the Aprik010 payment of $10,000, and (iii) reimburs®i Real Estate Finance $10,000 for
attorney’s fees incurred due to Mesquite Ventutd C's failure to make timely payments as outliriedhe extension agreement, SPT Real
Estate Finance would consider Mesquite Venturd.C keinstated and would not pursue the guarantees Mesquite Venture |, LLC and
would no longer demand payment in full on theinsed note. The total amount due from Mesquite VientuLLC was $40,000.
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On March 4, 2010, Mesquite Venture |, LLC paid S®8al Estate Finance the negotiated $40,000.

This note matured on May 15, 2010; however SPT Estlte Finance, LLC did not receive payment ihdslagreed to by Mesquite
Venture |, LLC. Management began discussions widsiiite Venture I, LLC regarding their matured $600 promissory note with SPT
Real Estate Finance, LLC and on or about Augus2@®0, management and Mesquite Venture |, LLC daued and executed a
reinstatement and modification agreement wherelyagement (i) granted an extension to Mesquite \feritlLLC resulting in a new maturi
date of January 15, 2011, (ii) agreed to waiveresiten fees relating to the modification, (iii) agdethe interest rate during the extension period
would be 14%, (iv) added all accrued and unpaierétt through the date of the reinstatement andfivatibn to the outstanding principal
balance of the promissory note, (v) agreed dutiregeixtension period, Mesquite Venture |, LLC womldke monthly payments of $5,000
towards accrued and unpaid interest, and (vi) agkéesquite Venture |, LLC would provide additioralllateral, specifically fifty percent
(50%) of one guarantors ownership position in StipeResort Village, LLC, a limited liability compg whose primary purpose is real estate
investment and which currently owns an option drtel site in northern California (the Silvertip $et Village).

As of December 31, 2010, Mesquite Venture |, LL@ Failed to make its December 2010, $5,000 mornphlyment towards accrued
and unpaid interest as required under the reimsteand modification agreement. Due to the faihyélesquite Venture |, LLC to make its
December 2010 monthly payment, Mesquite Ventuté G was in default under the terms of its reingtaat and modification agreement.

The secured note to Mesquite Venture |, LLC maturedanuary 15, 2011 and SPT Real Estate Finah¢zdid not receive payment
in full as required by Mesquite Venture |, LLC. TBempany sent a demand letter to the guarantotiseoklesquite loan on January 20, 2011
indicating that, if payment was not received withihdays, the Company intended to immediately mucsliection. The due date on the
demand letter passed without payment from Mesietgture |, LLC. Management began discussions wjtMésquite Venture |, LLC
regarding their matured $600,000 promissory note @PT Real Estate Finance, LLC, and (iij) Compauggal counsel regarding options
available to the Company regarding collection &f dlutstanding receivable.
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On July 14, 2011, an entity controlled by one @f ¢iiginal guarantors of the secured note to Mésdtentures |, LLC, which entity
owns a property known as the Silvertip Resort \g#lawas placed into bankruptcy by this originalrgngor to avoid a pending foreclosure.
Prior to the bankruptcy filing, the Company wasified of the pending filing by this same originalayantor. On August 13, 2010, when
management and Mesquite Venture |, LLC documenteideaecuted a reinstatement and modification ageegnviesquite Venture |,

LLC provided additional collateral, specificallyit§i percent (50%) of one guarantor’'s ownership fasiin Silvertip Resort Village, LLC, a
limited liability company whose primary purposeaésl estate investment and which currently ownsgtion on the Silvertip Resort Village
hotel site in northern California. The option agnest is held by an entity affiliated with Silverfigesort Village, LLC. Management is in
discussions with Company legal counsel regardiigrétent bankruptcy filing and its impact on then@pany’s collection efforts on the
Mesquite Ventures I, LLC secured note.

On August 12, 2011, Company legal counsel filetl against the guarantors of the Mesquite VentureEC secured note for
collection of all outstanding principal, intereatid other expenses owed to the Company. As of Deee81, 2011 this litigation is still
ongoing.

Due to a condition of the reinstatement and modifon agreement that provided that all accrueduanaid interest through the date
of the reinstatement and modification would be addethe outstanding principal balance of the peswmiy note, $48,866 of the $96,248
accrued interest receivable for the year ended ibbee 31, 2010 was added to the principal baland¢beo$ecured real estate loan during
the year ended December 31, 2010.

The Company recognized a loan loss provision o6$3% during the year ended December 31, 2011.

The Company had an outstanding interest receivafl$@ as of December 31, 2011 and $22,382 as oédber 31, 2010 .
4. REAL ESTATE INVESTMENTS
Underwood Project

On May 19, 2009, SPT Lake Elsinore Holding Co., L k®sed on the purchase of real property constgui43 single family
residential lots, a 9.4 acre park, and over 70sagf®pen space on a total of 225 acres of uningatdéand commonly referred to as tract 29835
located in the City of Menifee, Riverside Countwlifornia, commonly known as the “Underwood Projethe purchase price was

$1,650,000. The purchase was made pursuant tochdaa Agreement, dated May 13, 2009, by and bet®&P&nLake Elsinore Holding Co.,
LLC as buyer and U.S. Bank National Associatioselter.
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U.S. Bank National Association is not affiliatedtlwthe Company or any of its affiliates.

The Company'’s affiliated advisor, Shopoff AdvisdrsR., received an acquisition fee equal to 3%hefdontract purchase price, or
$49,500, upon consummation of the transaction.

On August 31, 2010, SPT-Lake Elsinore Holding CoC closed a secured loan from Cardinal Investnfoperties — Underwood,
L.P. The loan amount was $1,000,000 and was mackeg@ut to a loan agreement between SPT-Lake Eésidolding Co., LLC and Cardinal
Investment Properties — Underwood, L.P. dated AugDs2010. See note 5 for additional information.

Cardinal Investment Properties — Underwood, L.Poisaffiliated with the Company or any of its aéffies.

On May 10, 2011, SPT-Lake Elsinore Holding Co., LIa8 seller, sold the Underwood Project to CV Comities, LLC, a Delaware
limited liability company, as buyer, 543 single filsnresidential lots, a 9.4 acre park, and oveaéfes of open space on a total of 225 acres of
unimproved land commonly referred to as tract 2988&ted in the City of Menifee, Riverside CourBglifornia, commonly known as the
Underwood Project. The sale was made pursuanptochase and sale agreement and joint escrow @tistng, dated March 10, 2011, as
amended. The sales price was $4,500,000 in cash.

The Company'’s affiliated advisor, Shopoff AdvisdrsR., received a disposition fee equal to 3% efdbntract purchase price, or
$135,000, upon consummation of the transaction.

As December 31, 2011, SPT-Lake Elsinore Holding CloC had incurred, in addition to the purchase@f $1,650,000, an
additional $448,903 in capitalized project costduding the previously mentioned $49,500 acquisifiee and $135,000 disposition fee
resulting in a gain on the sale of this asset pfaximately $2,401,000.

The sale provided liquidity to the Company in aiditto paying off an existing Company notes payablie amount of $1,000,000,
thereby reducing the Company’s overall liabilities.

As of December 31, 2011, the Company’s affiliatetVi&or, had been paid $83,149 in asset managemesisince the acquisition of
the Underwood Project.
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Desert Moon Estates Property

On July 31, 2009, SPT AZ Land Holdings, LLC, anitgnivholly owned by the Operating Partnership, eb®n the purchase of real
property consisting of a final plat of 739 singerfily residential lots on a total of 200 acres wiiproved land commonly known as “Desert
Moon Estates” located in the Town of Buckeye, Map& County, Arizona (the “Desert Moon Estates Priype The purchase price was
$3,000,000. The purchase was made pursuant tochdaa Agreement, dated June 29, 2009, by and be®RE AZ Land Holdings, LLC as
buyer and AZPro Developments, Inc., an Arizona ocmafion as seller. Thereafter, SPT AZ Land Holdjid<C and AZPro Developments, Ir
executed a first amendment to the Purchase Agreematifying the terms of the original Purchase Aggnent through the addition of a
$2,000,000 Secured Promissory Note in favor of AZPevelopments, Inc. (the “Promissory Note”) (seee\b) and deed of trust wherein
AZPro Developments, Inc. would act as beneficiaggucing the cash required to close from $3,000{6G£1,000,000.

AZPro Developments, Inc. is not affiliated with tGempany or any of its affiliates.

At our Desert Moon Estates Property, tax-exemptforancing is utilized to fund and manage portiohgublic infrastructure. The
bonds were issued by the Watson Road Communityifydaistrict (the “CFDs”), independent special-pose units of city government,
established and operating in accordance with ZleChapter 4, Article 6, of the Arizona Statutesamended. The bonds are serviced by
special assessments levied on certain developabldeveloped property surrounding and includingDisert Moon Estates Property, and the
assessments constitute a liability against theldpable and developed property and are intendséddare the CFDs’ ability to meet bond
servicing obligations. In accordance with generatigepted accounting principles we record and payssessments on parcels owned by the
Company when such assessments are fixed and desdlei The assessments are not a liability of tmgany or any other landowner within
the CFDs but are obligations secured by the landtlie developable parcels Desert Moon Estate ovithin the CFDs, the Company pays the
assessments on a seaminual basis until such parcels are sold. Aftala by the Company, the Company no longer payashessments on 1
parcels sold and any future assessments becomesthensibility of the new owner and its successotile until the bonds are paid in full.

On January 13, 2011, the Company received a Nofie®tential Sale of Real Estate for DelinquentcsdeAssessment (or “Notice”)
from the Watson Road Community Facilities Distrithis Notice was received when the Company faitepay a required special assessment
when due on December 1, 2010. On February 25, 20@XCompany received a Notice of Sale of RealtEsta Delinquent Special
Assessment (or “Final Notice”) from the Watson R@aanmunity Facilities District. Management paidstpast due special assessment on
March 29, 2011 and the City of Buckeye subsequentrmed management that the Desert Moon Estatgsely was in current status. See
Note 9 for additional informatior
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The Company’s affiliated Advisor received an acijigis fee equal to 3% of the contract purchaseepric $90,000, upon
consummation of the transaction.

As of December 31, 2011, the Company’s affiliatddisor, Shopoff Advisors, L.P., had been paid $I35,in asset management fees
since the consummation of the transaction.

As of December 31, 2011, SPT AZ Land Holdings., Lh&gl incurred, in addition to the purchase pric83000,000, an additional
$1,573,790 in capitalized project costs, and hadgeized impairment charges of $897,000.

Springbrook Propertie:

On September 24, 2009, SPT-Lake Elsinore Holding ddC, was deeded real property with an existiagib of $2,624,646, from
SPT Real Estate Finance, LLC, which was previousliateral for two separate secured real estateslogiginated by SPT Real Estate Fina
LLC. The real property received was comprised gfrapimately 118 acres of vacant and unentitled |amdl approximately 6.11 acres of
vacant and unentitled land, both located near thedE Lake Elsinore, in an unincorporated ared&oferside County, California. Prior to
September 24, 2009, SPT Real Estate Finance, Ld@htgered into two separate Settlement AgreemeititsSpringbrook Investments, L.P.
(“Springbrook™), which agreed to execute and delieeSPT Real Estate Finance, LLC, grant deedsganderlying real estate collateral for
two loans originally made by Vineyard Bank (the fi¢iyard Loans”) that were acquired by SPT Real E$tatance, LLC, in consideration for
the discharge by SPT Real Estate Finance, LLCl&mingbrook’s obligations under the Vineyard LeaBPT Real Estate Finance, LLC took
title to the underlying real estate collateral @pt@mber 4, 2009.

The Company’s affiliated Advisor did not receiveaguisition fee upon consummation of the traneacti
As of December 31, 2011, the Company’s Advisor Ibeeh paid $116,386 in asset management fees diteia@iag these properties
from SPT Real Estate Finance, LLC.
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As of December 31, 2011, SPT Lake Elsinore Holdog, LLC had incurred, in addition to the assumpf the existing basis of
$2,624,647 from SPT Real Estate Finance, LLC, alitiadal $207,027 in capitalized project costs.

Tuscany Valley Properties

On November 5, 2009, SPT-Lake Elsinore Holding ChC, closed on the purchase of real property, comignknown as “Tuscany
Valley,” consisting of (a) 519 entitled but unimproved resiial lots and 2 commercial lots located in they©f Lake Elsinore, California, ar
(b) 400 acres of unentitled and unimproved landtied in the City of Chino Hills, California. Thepghase price was $9,600,000.

SPT-Lake Elsinore Holding, Co., LLC subsequentlgaksdl the 400 acres of unentitled and unimproved lizeated in the City of
Chino Hills, California to SPT-Chino Hills, LLC, amtity 100% owned by the Operating Partnership.

The purchase was made pursuant to a purchase lerasaement and joint escrow instructions, dagggte3nber 30, 2008 (the
“Tuscany Valley Purchase Agreement”), by and betwtee Company’s Advisor and TSG Little Valley L, B.California limited partnership
(“TV Seller”), whereby TV Seller agreed to sell athe@ Company’s Advisor agreed to buy, 163 entibetiunimproved residential lots located
in the City of Lake Elsinore, California. The catt purchase price was $4,890,000.

The Tuscany Valley Purchase Agreement was substygaenended by various agreements to postponeltiseng date.

On September 3, 2009, the Advisor executed anmasgigt of purchase and sale agreement whereby this@kdassigned all of its
rights, title and interest in the Tuscany Valleyéhase Agreement to SPT-Lake Elsinore Holding CloC.

Also, on September 3, 2009, SPT-Lake Elsinore hgldio., LLC entered into a first amendment to pasehand sale agreement and
joint escrow instructions with Seller, which ameddiee Tuscany Valley Purchase Agreement as foll¢a)sSP™-Lake Elsinore Holding Co.,
LLC agreed to purchase additional property frome®elonsisting of 356 entitled but unimproved, desitial lots and 2 commercial lots located
in the City of Lake Elsinore, California and 400exof unentitled and unimproved land located en@lity of Chino Hills, California, (b) the
purchase price was increased to $9,600,000 fro8984000, (c) the nonrefundable deposit requiremestincreased to $2,000,000 from
$1,000,000, and (d) the escrow closing date wasdeteto on or before November 30, 2009.
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On October 15, 2009, SATake Elsinore Holding Co., LLC entered into a setamendment to purchase and sale agreement at
escrow instructions with TV Seller to provide t§2;900,000 of the purchase price would be paid®y-Bake Elsinore Holding Co., LLC’s
execution and delivery into escrow of (a) an atlhisive purchase money note secured by deed af(tR®missory Note”) in favor of TV
Seller, as payee therein, in the principal amo@®2¢900,000, and (b) an all-inclusive deed oftteiecuted by SPT-Lake Elsinore Holding
Co., LLC in favor of TV Seller, as beneficiary tkar, securing the foregoing all-inclusive purchasmey note (See Note 5).

The Advisor received an acquisition fee equal tod%ne contract purchase price, or $288,000, wqumsummation of the transacti

On May 13, 2011, SPT-Lake Elsinore Holding Co., L.Ia8 seller, sold to Richland Communities Inc,@iBk corporation, as buyer,
the Tuscany West portion of the larger Tuscanyé&¥afiroperties (164 of 519 entitled but unimprovesidential lots and 2 commercial lots),
commonly referred to as tract 25473 located inGhg of Lake Elsinore, California. The sale was madirsuant to a purchase and sale
agreement and joint escrow instructions, dated Ma®&; 2011, as amended. The sales price was $Q@&DD cash.

The Company’s affiliated advisor, Shopoff Advisdts?., received a disposition fee equal to 3% efdbntract purchase price, or
$54,000, upon consummation of the transaction.

This sale provided liquidity to the Company whichsawsed with other cash to pay outstanding Companijities including the pay
off of an existing Company notes payable in theragpimate principal amount of $1,908,000, thereliju@ng the Companyg’overall liabilities

At the time of the sale, the property’s basis wamgrised of an allocated purchase price of $1,900(@ portion of the larger original
purchase price of $9,600,000), an additional $25%j4 capitalized project costs (including Tuscégst's allocated portion of the previously
mentioned $288,000 acquisition fee), including$bd,000 disposition fee and an impairment chardgg386,000, resulting in a loss on the sale
of this asset of approximately $21,500.
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As of December 31, 2011, SPT-Lake Elsinore Holddag, LLC had incurred on the remainder of the BngcValley properties, an
allocated purchase price of $7,700,000 (a portichelarger original purchase price of $9,600,0@®)additional $992,385 in capitalized
project costs (including the remainder portionha previously mentioned $288,000 acquisition feejinty taxes, appraisal expenses, and
accrued interest on the secured promissory not&t8eller, and had recognized impairment chargea partion of the remaining Tuscany
Valley properties of $1,268,000.

As of the year ended December 31, 2011, the Compaffiliated Advisor, had been paid $379,472 ireagsanagement fees since
consummation of the transaction.

Stevan J. Gromet, President of Portfolio Partners, a California corporation, the general partofefV Seller, is a shareholder of the
Company with ownership of 11,000 shares as of Déeerdl, 2011, which represents approximately 0.68%ur total shares outstanding
including 21,100 shares purchased by our spon8¢gd0® vested restricted stock grants issued t@ffigers and directors, and 61,160ares o
our common stock issued to certain accredited bove$n a private placement as part of the conatiter for the acquisition of land.

Thru June 30, 2011, TV Seller was a shareholddteCompany with ownership of 14,900 shares, wheghesented approximately
0.74% of the Company'’s total shares outstandinlydtieg 21,100 shares purchased by our sponsor 3267 vested restricted stock grants
issued to our officers and directors. In AugustR00V Seller distributed its 14,900 shares to dtkohpartner and as of December 31, 2011, no
longer has any ownership in the Company.

Vantage Point Property

On November 18, 2011, a consolidated affiliate lod®ff Properties Trust, Inc., S”RMantage Point, LLC, a Delaware limited liabil
company (“Buyer”), closed on the purchase of reapprty consisting of a 47.9 acre parcel of landezbcommercial/retail and multi-family
residential, which currently permits 306 resideniiaits and 25 acres of retail land commonly kn@gr'Vantage Point” located in the Town of
Parker, Douglas County, Colorado.

The purchase was made pursuant to an Agreementtbdse and Sell Interest In Contract to Buy arldRgsal Estate (the “Vantage
Point Agreement”), dated September 7, 2011, byletdleen Buyer and Steven F. Dallman (“Seller”).deinthe Vantage Point Agreement,
Seller agreed to sell to Buyer all of its rightslarbligations under an existing real estate cohfgcertain Contract to Buy and Sell Real Es
dated June 14, 2011, as amended (the “Originalexgeat”)), and an escrow agreement between Seltetandieck Investments, Ltd. This
Vantage Point Agreement allowed the Buyer to puselthe Vantage Point property. The purchase poicthé Vantage Point property was
$4,900,000, comprised of $1,650,000 paid to théeBehd $3,250,000 to be paid to Lundieck Investisidrtd. On October 21, 2011, Buyer
and Seller executed a first amendment to the Vanitagnt Agreement to extend the due diligence fiaume for the Buyer. On October 28,
2011, Buyer and Seller executed a second amendm#rg Vantage Point Agreement to provide for Bigypayment of the purchase price
through a $1,100,100 Second Lien Promissory Naér(ed below) and a second lien Deed of Trust. & of the Original Agreement,
Lundieck Investments, Ltd. accepted as part oBinger’'s payment of the purchase price, a $2,600F060 Lien Promissory Note and Deed of
Trust (defined below).
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As part of the overall purchase price, Seller agiteeaccept 61,100 shares of the Company’s comitoak at $9 per share, (total of
$549,900), as part of the overall consideratiomiregl to close this proposed acquisition.

Shopoff Partners, L.P., an affiliate of the Compday member and the manager of SPT-Vantage Rait, Shopoff Partners, L.’
ownership percentage of SPT-Vantage Point, LLGjzetident on the level of capital contributed to SRtage Point, LLC and is anticipated
to change as the Company contemplates the useliioaal joint venture partners to fund a majowtythe cash required for this
project. Currently one such joint venture partisean entity that is affiliated with the the Compathe Advisor, and Sponsor.

Seller and Lundieck Investments, Ltd. are notiat#id with Shopoff Properties Trust, Inc. or anytsfaffiliates.

In connection with the Vantage Point Agreement, &usxecuted two first lien promissory notes (thestH_ien Promissory Notes'in
favor of Lundieck Investments, Ltd. which in aggaegtotaled $2,600,000. One First Lien PromissasteNthe “Tracts A and B Promissory
Note”), is in the amount of $1,405,560. The secondtHifen Promissory Note (the “Tracts C and D Pra@wmig Note”) is in the amount of
$1,194,440. Interest on both First Lien Promisgdoyes accrues on the principal outstanding fromdgite of the First Lien Promissory Note at
a rate of five and one-half percent (5.50%) pemammvith interest paid semi-annually on the semitehiand annual anniversary dates of the
First Lien Promissory Notes. Buyer agreed to payircipal pay down of $135,150 on the first throdiftin anniversary dates of the First Lien
Promissory Note for the Tract A and B PromissoryeN@&uyer agreed to pay a principal pay down of4$830 on the first through fifth
anniversary dates of the Note for the Tract C arferBt Lien Promissory Note. On the maturity datéhe two First Lien Promissory Notes,
November 14, 2017, the entire outstanding prindigddnce and all unpaid interest on the two FirshlPromissory Notes will be due a
payable in full. The two First Lien Promissory Ne&re secured by two first lien Deeds of Trust Wiéncumber separate portions of the
Vantage Point property. Buyer may prepay in whalgn@art the principal amount outstanding underttlio First Lien Promissory Notes,
together with accrued and unpaid interest thereomputed to the date of prepayment and any sumsgawihundieck Investments, Ltd.,
without penalty or premium.
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If Buyer fails to pay any installment of principad interest when due, Buyer will be consideredéfault and the First Lien
Promissory Notes will thereafter bear intereshatriate of twelve percent (12%) per annum.

In connection with the Vantage Point Agreement, &wlso executed a $1,100,100 second lien pronyisexe (the “Second Lien
Promissory Note”) in favor of Seller. Interest tve iSecond Lien Promissory Note will accrue on thecgpal outstanding from the date of the
Second Lien Promissory Note at a rate of six per@00%) per annum for the first ninety days @& tiote term and at nine percent (9.00%)
thereafter. On the maturity date of the Second Biesmissory Note, 180 days from the close of escthaventire outstanding principal balance
and all unpaid interest on the Second Lien Promysiote will be due and payable in full. The Secdieh Promissory Note is secured by a
second lien Deed of Trust which encumbers theeMantage Point property. Buyer may prepay in wioolg part the principal amount
outstanding under the Second Lien Promissory Notgther with accrued and unpaid interest thereomputed to the date of prepayment and
any sums owing to Seller, without penalty or premiu

If Buyer fails to pay any installment of principad interest when due, Buyer will be considereddfadlIt and the principal and all
accrued interest will thereafter bear intereshatrate of eighteen percent (18%) per annum uaiidl m full.

Our Sponsor earned an acquisition fee equal to 2%eacontract purchase price, or $98,000, uporctimsummation of the
transaction. As of December 31, 2011, SPT — Van®aget, LLC had paid our Sponsor, an affiliatedtgrdaf the Advisor, $49,000 of the total
acquisition fee earned of $98,000.

As of the year ended December 31, 2011, SPT — YarRaint, LLC had paid our Sponsor, an affiliatattg of the Advisor, $50,000
in asset management fees since the consummattbe tfansaction.

As of the year ended December 31, 2011, SPT — darRaint, LLC had incurred, in addition to the gase price of $4,900,000, an

additional $230,381 in capitalized project costspdsed primarily of the previously mentioned aaifion fee and accrued interest on the
secured promissory notes to Seller and Lundieckdtments, Ltd.
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5. NOTES PAYABLE SECURED BY REAL ESTATE INVESTMENT
Desert Moon Estates Note Payable

As discussed in Note 4 and in connection with bsing of Desert Moon Estates, SPT AZ Land HoldjndsC executed a $2,000,0
promissory note and deed of trust in favor of AZBevelopments, Inc. The note is secured by a Dé&dust with Assignment of Rents whi
encumbers the Desert Moon Estates Property. SPILahd Holdings, LLC may prepay in whole or in pdm fprincipal amount outstanding
under this note, together with accrued and unpagtést thereon computed to the date of prepayarehany sums owing to AZPro
Developments, Inc., without penalty or premium.

Interest on the Promissory Note accrued on thecipéh outstanding from the date of the promissarterat a rate of six percent
(6.00%) per annum. Payments of interest only wereglarterly in arrears on November 1, 2009, Fepriia2010 and May 1, 2010. On the
original maturity date of this note, July 31, 201l entire outstanding principal balance and rgflaid interest on this note was due and pa
in full.

On March 11, 2010, our affiliate SPT AZ Land Holgln LLC, executed an extension on the existing@2@0 secured promissory
note with AZPro Development Inc. An extension o thaturity date to July 31, 2011 was granted to SRTand Holdings, LLC by AZPro
Development Inc. in exchange for a principal pawdof $500,000 on or before the original maturigtedof July 31, 2010 and a two percent
increase in the original interest rate beginninghenoriginal maturity date of July 31, 2010. Irdaibn to the principal pay down of $500,000
on or before the original maturity date of July 2010, SPT AZ Land Holdings, LLC agreed to pay entyall project taxes including any
special assessments. The $500,000 principal pay diewe of July 31, 2010 was extended to Augus2B10. SPT AZ Land Holdings, LLC
paid the principal pay down of $500,000 on Septar2b2010.

On July 31, 2011, our affiliate SPT AZ Land HoldsngLC, executed an additional extension on thetig $2,000,000 secured
promissory note as previously amended with AZPredl@pment Inc. A one year extension of the matuddie was granted to SPT AZ Land
Holdings, LLC by AZPro Development Inc. in excharigea principal pay down of $300,000 on or beftive current maturity date of July 31,
2011. In addition to the principal pay down of $3D on or before the current maturity date of Bily2011, SPT AZ Land Holdings, LLC
agreed to pay current, all project taxes including special assessments. All other terms of theredgromissory note as amended remained
unchanged. Management made the principal payme$8@d,000 on August 5, 2011.
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If SPT AZ Land Holdings, LLC fails to pay any inBtaent of interest by the fifth day of each calendaarter, AZPro Developments,
Inc. has the right to assess a late fee equal% dfthe amount that is delinquent and the intenatst on the entire principal amount outstan:
will adjust to 12% per annum from the date therdplient payment was first due until the delinqueynpent has been made. Similar penalties
apply if the principal is not paid upon the matydate.

For the year ended December 31, 2011, SPT AZ Lanldihyjs, LLC recognized interest expense of $118 @6 the outstanding note
balance and made interest payments totaling $99¢18ZPro Developments, Inc.

As of December 31, 2011 and 2010, the total outlitgnprincipal balances related to this note welr@®0,000 and $1,500,000,
respectively. This note is due in July 2012.

Tuscany Valley Properties Note Payable

As discussed in Note 4 and in connection with fbsing of Tuscany Valley properties, SPT-Lake EdseHolding Co. LLC executed
a $2,900,000 all-inclusive promissory note and defedust in favor of TSG Little Valley, L.P.

The note accrued interest at a rate of twelve peqer annum, and had an initial maturity datenialte months at which time all
accrued and unpaid interest and principal wereifigl. No payments were due during the term & tiote. The note with its loan balance of
$2,900,000 includes the unpaid balance of thatiredther promissory note having a loan date ofil/r2006, in the original principal amot
of $2,000,000, payable by TSG Little Valley, L.Plst Centennial Bank (the “Included Note”). Thellnt=d Note is secured by a deed of trust
dated April 3, 2006 and recorded on April 10, 2@0éhe Official Records of Riverside County, Catif@ as Instrument No. 2005-0254320.
The outstanding principal balance on the IncludeteMNis of November 3, 2009 was approximately $10080and had matured on February 1,
2009. The current payee under the Included Natéulsibank 2009-1 CRE Venture, LLC.

On March 5, 2010, our affiliate SPT-Lake Elsinorelding Co., LLC, executed a one year extensiorhereixisting $2,900,000
secured promissory note with TSG Little Valley, Lif?exchange for a principal pay down of at 100,000 on or before the original
maturity date of November 6, 2010 and a two perg@rease in the original interest rate beginninghe original maturity date of November
6, 2010. As of December 31, 2010, a principal payrdof $991,584 had been made on the TSG LittléeyaL.P. promissory note.
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Should TSG Little Valley, L.P. fail to pay any taments when due upon the Included Note, SPT-IEkmore Holding Co., LLC
may make such payments directly to payee of thieidied Note, and the amount shall be credited toéx following installment or
installments due under the note. If SPT-Lake Elgrdolding Co., LLC fails to make any payment whequired under the note, TSG Little
Valley, L.P. has the option to immediately declallesums due and owing under the note.

On November 10, 2010, the Company received a Nofi@efault And Election To Sell Under Deed of Tr(sr “Notice”) from First
American Title Insurance Company. This Notice waxeived when TSG Little Valley, L.P. failed to péag outstanding principal balance to
Multibank 2009-1 CRE Venture, LLC, the current pay8_ender”) under the Included Note. Prior to ligoey this Notice, representatives of
TSG Little Valley, L.P. had been in discussions andoing negotiations with Lender regarding théuded Note with the intent of
renegotiating the terms of or reaching a settleroarthe Included Note. These discussions and oggugotiations were unsuccessful and
TSG Little Valley, L.P. and the Company received Notice. The Company, when it purchased the TysWailey properties in November
2009, took ownership through a seller financedredlusive promissory note and deed of trust in faafol SG Little Valley, L.P. that included
the Lender note. The Company did not received mébdemand from TSG Little Valley, L.P. for paymeént_ender. If TSG Little Valley, L.F
or the Company had failed to reach a resolutioh Wé&nder, the Company could have lost a portiothefTuscany Valley properties
(approximately 163 of the 519 lots). Management imatiscussions with TSG Little Valley, L.P. regeng the Notice and believed that a
satisfactory resolution would be reached prioh®d¢ompletion of the foreclosure process, which avasnimum of 120 days from Notice
recordation, or November 5, 2010. After January28,1, the Lender had the right to file a NoticSafe.

On April 28, 2011, upon a request from TSG Littlaliy, L.P., the Company made a $100,000 interaginent to TSG Little Valley,
L.P.

On May 12, 2011, the Company paid all outstandirmgcfpal and interest due on the Tuscany Valleypprties note payable to TSG
Little Valley, L.P. (to and including the Includétbte), and in return for payment, a full releasd eronveyance was executed by TSG Little
Valley, L.P. and documentation was received fromltender confirming payoff of the Included Note eTdggregate payment to TSG Little
Valley, L.P. was $2,046,404 and consisted of $18Fj@ accrued and unpaid interest and $1,908,4 péimcipal.

For the year ended December 31, 2011, SPT-LakadfsiHolding Co., LLC recognized interest experfs®96,623, on the
outstanding all-inclusive promissory note and miatierest payments totaling $237,988 to TSG Littalsy, L.P.

As of December 31, 2011 and 2010, the net outstgrighlances related to this loan were $0 and $14268respectfully.
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Underwood Note Payable

As discussed in Note 1 and in Note 4, on Augus2810, SPT-Lake Elsinore Holding Co. LLC (“Borrowjerclosed a secured loan
from Cardinal Investment Properties — Underwoo®. I(“Lender”). The Lender is not affiliated withetlCompany. The loan amount was
$1,000,000 and was made pursuant to a loan agrédemveen Borrower and Lender dated August 30, 2010

The loan bore interest at a rate of twelve perpenannum, and had a maturity date in twenty-foantims at which time all accrued
and unpaid interest and principal was due in fulhon-refundable interest payment equal to the fiesr's interest for the loan was prepaid out
of the Loan amount of the initial Loan funding fretamount of $120,000. Thereafter, interest wasathdepayable quarterly, commencing on
the date that is six months after the one-yearvamnsary of the disbursement date. An initial loae 6f five percent of the Loan amount, or
$50,000, was payable to Lender upon the earliest¢ar of (i) full repayment of the loan, (ii) afdalt by the Borrower under the loan, or (iii)
the first anniversary date of the Loan. Borroweunldextend the loan for up to two additional pes@d six months, provided (i) Borrower was
not in default at the time of the extension, (igrBwer gave written notice to Lender of its intemextend no less than ten days prior to the
then-current maturity date, (iii) Borrower made pent to Lender of a two percent loan extensionlfased on the then-outstanding loan
balance, and (iv) Borrower made payment to Lenflang unpaid interest accrued under the loan. éstesiccruing under the loan during an
extension period would be paid monthly in arrears.

The loan was secured by a deed of trust with asségi of rents in favor of Lender on property pusdthby the Company on May 19,
2009. The collateral was comprised of five hundoety-three unimproved residential lots in the GifyMenifee, California (the Underwood
Project). Borrower agreed to indemnify and holdlass Lender from and against any and all indeexhifiosts directly or indirectly arising
out of or resulting from any hazardous substanoeghgresent or released in, on or around, or pianaffecting, any part of the property
securing the loan.

If Borrower failed to make any payment when reqivader the promissory note, Lender had the opgtiommediately declare all
sums due and owing under the promissory note.

Borrower used the proceeds from this loan (i) tp @aelinquent special assessment from the Watsaid Rommunity Facilities
District, payable to the City of Buckeye in Arizqna the approximate amount of $276,434, (ii) tckena $500,000 principal payment to AZ|
Developments, Inc. as required under a securedipsony note in favor of AZPro Developments, IncisTbayment was originally due July {
2010 but was extended by one month to August 310 28nd (iii) for payment of other outstanding licies of the Company.
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On May 10, 2011, SPT-Lake Elsinore Holding Co.( $old the Underwood Project to CV Communities, | BMelaware limited
liability company not affiliated with the Companis a condition of this closing, all outstandingngipal and interest and unpaid loan fees
owed on the Underwood note payable were paid irtduCardinal Investment Properties — Underwoo@®, land in return for payment, a full
release and reconveyance was executed by Cardiredtment Properties — Underwood, L.P. The aggegqumtment to Cardinal Investment
Properties — Underwood, L.P. was $1,050,000.

For the year ended December 31, 2011, SPT-LakadtsHolding Co., LLC recognized interest experfs®38,000 on the
outstanding note balance and reduced the previomshtioned pre-paid interest payment of $120,00888;000 to reflect the interest payment
to Lender. As of December 31, 2011, the pre-paigr@st payment of $120,000 had been reduced to $0.

As of December 31, 2011 and 2010, the net outstgristilances related to this loan were $0 and $920@spectfully.
Vantage Point Note Payable

As discussed in Note 4 and in connection with tbsing of the Vantage Point property, SPT — Vantagmt, LLC executed three
promissory notes; one in the amount of $1,100,hd@vor of Steven F. Dallman (“Seller”) and twotire aggregate amount of $2,600,000 in
favor of Lundieck Investments, Ltd. and three desfdsusts, one in favor of the Seller and twoandr of Lundieck Investments, Ltd.

In connection with the Vantage Point Agreement, SRhtage Point, LLC executed two first lien pronsigsnotes (the “First Lien
Promissory Notes”) in favor of Lundieck Investmentil. which in aggregate total $2,600,000. OnstHifen Promissory Note (the “Tracts A
and B Promissory Note”), is in the amount of $1,868. The second First Lien Promissory Note (fietts C and D Promissory Note”) is in
the amount of $1,194,440. Interest on both FirshlPromissory Notes accrues on the principal audgtg from the date of the First Lien
Promissory Note at a rate of five and one-half @er¢5.50%) per annum with interest paid semi-atyoa the semi-annual and annual
anniversary dates of the First Lien Promissory Bo&PT-Vantage Point, LLC agreed to pay a pringyagl down of $135,150 on the first
through fifth anniversary dates of the First Lienofissory Note for the Tract A and B Promissory@N@PTVantage Point, LLC agreed to [

a principal pay down of $114,850 on the first thghbdifth anniversary dates of the Note for the Ti@and D First Lien Promissory Note. On
the maturity date of the two First Lien Promissbigtes, November 14, 2017, the entire outstandimgipal balance and all unpaid interest on
the two First Lien Promissory Notes will be due aagable in full. The two First Lien Promissory Bstare secured by two first lien Deeds of
Trust which encumber separate portions of the \(@Roint property. Buyer may prepay in whole gpant the principal amount outstanding
under the two First Lien Promissory Notes, togethign accrued and unpaid interest thereon compiatéide date of prepayment and any sums
owing to Lundieck Investments, Ltd., without pegait premium.
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If SPT-Vantage Point, LLC fails to pay any instadint of principal or interest when due, SPT-Vantagmt, LLC will be considered
in default and the First Lien Promissory Note whkreafter bear interest at the rate of twelve gmar¢12%) per annum.

In connection with the Vantage Point Agreement, SRiitage Point, LLC also executed a $1,100,100rsktien promissory note
(the “Second Lien Promissory Note”) in favor of IBelInterest on the Second Lien Promissory Noteagcrue on the principal outstanding
from the date of the Second Lien Promissory Note ratte of six percent (6.00%) per annum for thst fiinety days of the note term and at |
percent (9.00%) thereafter. On the maturity datéefSecond Lien Promissory Note, 180 days fronclbge of escrow, the entire outstanding
principal balance and all unpaid interest on theo8d Lien Promissory Note will be due and payabl&ill. The Second Lien Promissory Note
is secured by a second lien Deed of Trust whicluerers the entire Vantage Point property. SPT-\@nRoint, LLC may prepay in whole or
in part the principal amount outstanding under8keond Lien Promissory Note, together with accarediunpaid interest thereon computed to
the date of prepayment and any sums owing to Seli#rout penalty or premium.

If SPT-Vantage Point, LLC fails to pay any instadim of principal or interest when due, SPT-VantBgat, LLC will be considered
in default and the principal and all accrued irgewill thereafter bear interest at the rate ohedgn percent (18%) per annum until paid in
full.

For the year ended December 31, 2011, SPT — Vaftaige, LLC recognized interest expense of $7,671the outstanding note
balance and made interest payments totaling $@MerS

For the year ended December 31, 2011, SPT — Vafaige, LLC recognized interest expense of $16 @i&he outstanding note
balances and made interest payments totaling £Qndieck Investments, Ltd.

As of December 31, 2011, the total outstandingqipiad balance related to the Seller note was $110@0 This note is due in May
2012.

As of December 31, 2011, the total outstandingqgipad balance related to the Lundieck Investmdrttsnotes was $2,600,000. These
notes are due in November 2017.
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Future Minimum Principal Payments

Future minimum principal payments due on notes blayas of December 31, 2012 and for the years gratirDecember 31
approximated the following:

2012 $ 2,550,10!
2013 250,00(
Thereaftel 2,100,00!

$ 4,900,10!

6. STOCKHOLDERS' EQUITY
Common Stock

On November 27, 2006, The Shopoff Group L.P., then@any’s sponsor, purchased 21,100 shares of thgp@wy's common stoc
for total cash consideration of $200,450.

On August 29, 2007, the Company commenced adjsts initial public offering of 2,000,000 share§ its common stock at
offering price of $9.50 per share. If 2,000,000rebavere sold, the offering price would then ineseeto $10.00 per share until an additi
18,100,000 shares of common stock were sold ooffieeing terminated. The offering terminated on Asg29, 2010.

As of August 29, 2010, the end of the offering pdyithe Company had 80,600 shares of common stoekpaice of $9.50 ar
18,100,000 shares at a price of $10.00 remainingdte and subsequently proceeded with the deratiist of these shares totaling 18,180
through the filing of a post effective amendmentiber 7 with the SEC. The SEC declared this postéffe amendment number 7 effective
September 7, 2010.

As of December 31, 2011 and 2010, the Company tlaidasid accepted 1,919,400 shares of its commaek §o $18,234,300, all of
which were sold during the Company's initial puldftering. This amount excludes 21,100 shares &sudhe Shopoff Group L.P., 70,000
shares of vested restricted stock previously issoegrtain officers and directors, and 61,100 ahaf our common stock issued to certain
accredited investors in a private placement asgfahte consideration for the acquisition of land.
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2007 Equity Incentive Plan

On August 29, 2008, the Company adopted the 20@ityEbpcentive Plan (the “Plan”). The Plan providesgrants of stock options,
stock appreciation rights (SARS), restricted stacll performance shares (sometimes referred toichdilly or collectively as “Awards™o the
Company’s nonemployee directors, officers, empleyaad consultants. Stock options may be eitheefitive stock options,” as defined in
Section 422 of the Internal Revenue Code (ISOs)poualified stock options (NQSOs).

The Plan reserves 1,655,000 shares for issuance aedve as the underlying equity instrument bAalards granted under the Plan.
The Company registered such shares with the Sesuaihd Exchange Commission following the commermregraf the offering by filing Form
S-8 on August 5, 2008. When Awards made under ldre gxpire, or are forfeited or cancelled, the ulyileg shares will become available for
future Awards under the Plan. Shares awarded alicdsd under the Plan may be authorized but ueidsar reacquired shares.

On October 14, 2011, the Company filed post eflecsimendment No. 1 to form S-8 registration statenfidéed for the purpose of
terminating the registration statement and deregigj any unissued shares previously registeredruhe registration statement and issuable
under the plan. No shares have been issued urgletah since August 2010.

Restricted Stock Grant

The Company, under its 2007 Equity Incentive Pégoproved the issuance of restricted stock grarits tificers and non-officer
directors on August 29, 2008, the date the Compeaghed the minimum offering amount of $16,150,00 restricted stock grants, which
aggregated 173,750 shares and have an individiied @8 $9.50 per share, have a vesting scheduigenfears for officers and four years for
non-officer directors. On August 29, 2009, 2010J 8011 respectively, 35,000 shares of restrictecksgrants to officers and non-officer
directors vested. On September 23, 2010 and 2G&pkcévely, 1,250 shares of restricted stock gramtse non-officer director vested. During
the year ended December 31, 2009, 5,000 sharestoicted stock were forfeited, and 5,000 sharegsificted stock were subsequently
reissued. The forfeiture and reissuance were thdtref the departure of one of our directors aeddubsequent replacement as director.
During the year ended December 31, 2011, 37,50@slwd vested restricted stock were forfeited anecheld by the Company as treasury
stock. The forfeitures were the result of voluntdegisions by certain officers and directors. ABetember 31, 2011, 66,250 shares of
restricted stock remained unvested and outstandimg@f December 31, 2010, 102,500 shares of réstristock remained unvested and
outstanding.
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The 107,500 vested restricted stock grants wei@ded as a credit of $1,075 to common stock foiprevalue of the vested restric
stock grants and $1,020,175 to additional paidapital in the accompanying consolidated balancetshe

The 37,500 shares of restricted stock that weffeifed and not reissued were recorded as a deBR to treasury stock for the par
value of the restricted stock grants forfeited armtedit of $375 to additional paid in capital fre taccompanying consolidated balance sheets.

For the year ended December 31, 2011, the Compaognized compensation expense of $344,376 cordpofseccrued
compensation expenses for restricted stock graatshave not yet vested but whose expense is beaognized over the service period. Of the
$344,376 accrued compensation expenses for restistdck grants, $230,574 relates to restricteckgicants that vested during the year ended
December 31, 2011 and $113,802 relates to restrattek grants that have not yet vested but whegerese is being recognized over the
service period. The unvested restricted stock ggantice period related to the compensation expen$213,802 ends August 29, 2012.

Stock Option Grant
The Company issues stock grants under its 2007 Edentive Plan. The options granted vest in 8 egual installments beginning

on the grant date and on each anniversary of et giate over a period of 3 or 4 years. The optimve a contractual term of 10 years. A
summary of the Company’s common stock option agtias of and for the years ended December 31, 26d1010 is presented below.

Weighted

Average

Number of Exercise

Shares Price

Outstanding at December 31, 20 78,000 $ 9.5(
Grantec 45,75C $ 9.5C
Outstanding at December 31, 2( 123,75( $ 9.5(
Grantec — $ —
Outstanding at December 31, 2011 123,75( $ 9.5(
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The fair value of stock-based awards is calculatidg the Black-Scholes option pricing model. Bhgck-Scholes model requires
subjective assumptions, including future stockesiolatility and expected time to exercise, whicbagly affect the calculated values. There is
insufficient trading history in the Company’s commstock to allow for a historically based assessméwolatility. Furthermore, the
Company’s shares are not traded on an exchangeexpieeted volatility is therefore based on thednisal volatility of publicly traded real
estate investment trusts with investment modelsdividend policies deemed comparable to thoseeftbmpany. In accordance with the
guidance in the Accounting Standards Codificati&8(C") topic 718-S99 (originally issued as the SEGtaff Accounting Bulletin No. 110)
the expected term of options is the average ofés¢ing period and the expiration date. The riglefrate selected to value any particular grant
is based on the U.S. Treasury rate that correspontie pricing term of the grant effective astu# tlate of the grant. The Company does not
expect to pay dividends in the foreseeable futimes the dividend yield is assumed to be zero. lf@stors could change in the future,
affecting the determination of stock-based comptms&xpense for grants made in future periods.

The Company did not grant any common stock optténg the year ended December 31, 2011.

The following table presents details of the assimngtused to calculate the weighted-average giatetfdir value of common stock
options granted by the Company:

Year Endec Year Endec
December 31, 20: December 31, 20:
Expected volatility —% 75%
Expected tern — 6.8 yre
Risk-free interest rat —% 1.95%
Dividend yield —% —%
Weighted-average grant date fair val $ — 3 6.34

The following is a summary of stock option expefsethe periods indicated which was recorded tatamwhl paid-in capital in the
accompanying consolidated balance sheets:

Year Endec Year Endec
December 31, 20. December 31, 20:
Stock Option Expens $ 169,97. $ 191,67

Based on the Company'’s historical turnover ratektha vesting pattern of the options, managementbaumed that forfeitures are
not significant in the determination of stock optiexpense.
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Based on the Company’s board of directors approfvalbasic estimated value per share of the Conipaoeynmon stock of $6.56,
approved by the Company’s board of directors orrdsaly 20, 2012, at December 31, 2011, the aggrégiesic value of options outstanding
at December 31, 2011 and 2010, was zero.

Options outstanding that have vested and are eagbéctvest as of December 31, 2011 are as follows:

Weighted
Average
Weighted Remaining
Average Contractual
Number of Exercise Termin
Shares Price Years
Vested 69,40( $ 9.5(C 8.C
Expected to vest 54,35( 9.5( 8.1
Total 123,75( 9.5(C 8.C

7. OTHER RELATED PARTY TRANSACTIONS

The Company’s Advisor and affiliated entities in@ar organizational and offering costs on the Comgjsalmehalf. Pursuant to a
written agreement, such entities accepted respititysfbr such costs and expenses until the ComfgmRggistration Statement was declared
effective by the Securities and Exchange Commisgi®RC”) and the minimum offering amount was raisddwever, at no time would the
Company'’s obligation for such organizational anfgdifig costs and expenses exceed 12.34% of theptatzeeds raised in the offering, as
more fully disclosed in the Company’s RegistratBtatement. We were allowed to reimburse the Aduigoto 15% of the gross offering
proceeds during the offering period, however theigar was required to repay us for any organizatiamd offering costs and expenses
reimbursed to it by us that exceeded 12.34% ofthes offering proceeds within 60 days of the clofsthe month in which the offering
terminated. The Advisory Agreement dated Augus2®®,7 as amended, entered into between us, thatdmepartnership and the Advisor,
stated that the Advisor had 60 days from the ertti@month in which the offering terminated to rbirse us for any organizational and
offering expenses in excess of the 12.34% limie dffering terminated on August 29, 2010 and abatf date, we had reimbursed the Advisor
approximately $381,000 in excess of the 12.34%tliBuich reimbursement was due us on October 3D. 20fe $381,000 was recorded as due
from related party with an offset to additionalgh&i-capital in the accompanying consolidated ba¢esheets. As of December 31, 2011, we
had received the $381,000 due from the Advisorafiliated entities.

As of December 31, 2011 and December 31, 2010, sugtls and expenses approximated $5,286,000. Giihveximately $5,286,000 incurt

by the Advisor and its affiliates, the Company heimbursed them approximately $2,251,000. The $208® of reimbursed organizational
offering costs were netted against additional paidapital in the accompanying consolidated balasteets.
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On November 27, 2006, the Advisor contributed $f0G 1% limited partnership interest in the Op@@Partnership. Such
investment is reflected as a non-controlling irgére the accompanying consolidated financial statets.

The sole general partner of the Advisor is whollyned by the Shopoff Trust. William and Cindy Shdpk the sole trustees of the
Shopoff Trust. The Advisor and its affiliates willceive substantial compensation and fees for@esrielating to the investment and
management of the Company’s assets. Such feesh wigiee not negotiated on an arnesigth basis, will be paid regardless of the penfmce
of the real estate investments acquired or thetgualthe services provided to the Company.

The Shopoff Trust is also the sole stockholderlad®ff Securities, Inc., the Company’s sole brottealer engaged for the initial
public offering described above. Shopoff Securitias. (which was formed in September 2006) didnective any selling commissions in
connection with the offering, but was entitled ¢égeive a fixed monthly marketing fee of $100,0@frthe Company’s Sponsor and
reimbursements from the Company for expenses iadurr connection with the sale of shares. The $llfixed monthly marketing fee and
reimbursements from the Company for expenses iedunr connection with the sale of shares was netathd payable from the Sponsor to
Shopoff Securities, Inc. until the completion oé thffering and was contingent upon a determinaiipthe Sponsor, in its sole and absolute
discretion, that the payment of the fixed monthlgrketing fee would not result in total underwritiogmpensation to Shopoff Securities, Inc.
exceeding the amount which is permitted under titesrof the Financial Industry Regulatory Authorifys of December 31, 2011, the offering
had been completed and the Sponsor had complstetligations to Shopoff Securities Inc., analyavfiether a payment to Shopoff Securi
Inc. would exceed the total underwriting compermsapermitted under the rules of the Financial ItiduBegulatory Authority. The Sponsor
determined that a reduced marketing fee paymeshtpoff Securities Inc. was appropriate in ordeiShopoff Securities Inc. not to exceed
the total underwriting compensation permitted urtterrules of the Financial Industry Regulatory tarity.

The relationship between the Company and the Adiésgoverned by an advisory agreement (the “Adviggreement”). Under the
terms of the Advisory Agreement, the Advisor isp@ssible for overseeing the day-to-day operatidrtheCompany and has the authority to
carry out all the objectives and purposes of them@any. The Advisor has a fiduciary responsibilaytiie Company and its stockholders in
carrying out its duties under the Advisory Agreemém providing advice and services, the Advisaalshot (i) engage in any activity which
would require it to be registered as an “Investnfghtisor,” as that term is defined in the Investmadvisors Act of 1940, or in any state
securities law or (ii) cause the Company to makah savestments as would cause the Company to beaarfiavestment Company,” as that
term is defined in the Investment Company Act o#@.9The Company’s Board of Directors has the rightevoke the Advisor’s authority at
any time.
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In accordance with the Advisory Agreement, the Canmypwill pay the Advisor the following fees:

Acquisition and Advisory Fe« 3% of, with respect to any real estate assedarastat-related investment acquired by the Comp
directly or indirectly, the contract purchase prideéhe underlying propert

Debt Financing Fec 1% of the amount available under any loan or éiheredit made available to the Company upon ¢oeipt of
the proceeds from such loan or line of cre

Asset Management F: a monthly payment equal to one-twelfth of 2%iptl{e aggregate asset value for operating asadt§iixthe
total contract price plus capitalized entitlememd @roject related costs for real estate assetsfboeless than or equal to one year by
the Company, directly or indirectly, as of the ldat of the preceding month other than a real @stdated investment and (iii) the
appraised value as determined from time to timedal estate assets held for greater than onebyetiie Company, directly or
indirectly, as of the last day of the preceding thasther than a real estate-related investmen(ighthe appraised value of the
underlying property, for any real estatdated investment held by the Company directlindirectly, as of the last day of the prece
month, in the case of subsection (iv) not to excaeekwelfth of 2% of the funds advanced by the Compiamythe purchase of the r¢
estat-related investmen

Disposition Fee:: equal to (i) in the case of the sale of any esshte asset, other than real estate-related meast, the lesser of

(a) one-half of the competitive real estate comimispaid up to 3% of the contract price or, if nasm@aid, the amount that

customarily would be paid, or (b) 3% of the contrarice of each real estate asset sold, and (thércase of the sale of any real estate-
related investments, 3% of the sales price. Angatigion fee may be paid in addition to real estat@missions paid to non-affiliates,
provided that the total real estate commissiondi(ding such disposition fee) paid to all persopgie Company for each real estate
asset, upon disposition thereof, shall not exceeginaount equal to the lesser of (i) 6% of the aggafies contract price of each real
estate asset or (ii) the competitive real estatencizsion for each real estate asset. The Compdhpayithe disposition fees for a
property at the time the property is sc
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e Additional Fees The Advisory Agreement includes certain othesfé®at will be payable to the Advisor upon the goence of certai
potential events such as listing on a national iséesi exchange or termination of the Advisory Agreent.

For the year ended December 31, 2011, the Companyred $98,000 in acquisition and advisory feeneghby its Advisor. For the
year ended December 31, 2010, the Company inc@ead acquisition and advisory fees earned by dsigor.

For the year ended December 31, 2011, the Companyred $370,696 in asset management fees earniésdAgvisor. For the year ended
December 31, 2010, the Company incurred $378,4583pt management fees earned by its Advisor.

For the year ended December 31, 2011, the Companyred $189,000 in disposition fees earned bgdigisor. For the year ended
December 31, 2010, the Company incurred $66,9%58sposition fees earned by its Advisor.

8. COMMITMENTS AND CONTINGENCIES
FINRA Matter

During 2009, our Advisor advised us that FINRA ekaed Shopoff Securities, Inc.’s (“Shopoff Secustierecords as part of its
routine sales practice and financial/operationahexation for the purpose of meeting applicablaul&gpry mandates and providing Shopoff
Securities with an assessment as to its compliatitbeapplicable securities rules and regulation®o®ff Securities was the Company’s
broker-dealer for its public offering. On DecemB8r 2009, FINRA issued an examination report, whnchuded certain cautionary items that
did not need to be included in the Central RedistnaDepository (the securities industry onlineisé@tion and licensing database) nor did t
need to be reported on Shopoff Securities’ FormdBBorm U4 (each, a Uniform Application for BrokBealer Registration used by broker-
dealers to register and update their informatiah wie SEC and FINRA, respectively). Additionallye examination report included a referral
of issues related to our offering to a separaten@xation. This separate examination is ongoingadf the date of this filing, neither the
Company nor Shopoff Securities has received futbermunication from FINRA regarding this separatamination. The Company does not
know when the examination will be resolved or wiifeny, actions FINRA may require the Companyaket as part of that resolution. This
examination could result in fines, penalties or adstrative remedies or no actions asserted agdiesCompany. Because the Company ca
at this time assess the outcome of such examinhyidfiNRA, if any, we have not accrued any lossticgencies in accordance with GAAP.
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Winchester Ranch (Pulte Home Project)

On December 31, 2008, SPT-SWRC, LLC, closed omatggiisition of certain parcels of land (the “Pteme Project”) pursuant to a
Purchase Agreement, dated December 23, 2008, with Home Corporation, a Michigan corporation (‘leuiome”), an entity unaffiliated
with the Company and its affiliates. On February 2009, SPT-SWRC, LLC entered into a purchase aledagreement to sell the Pulte Home
Project to Khalda Development, Inc. (“Khalda”), emtity unaffiliated with the Company and its afiiés. The transaction closed escrow on
March 20, 2009.

A previously owned real estate property known as‘Bulte Home Project” was the subject of a dispatarding obligations retained
by both Pulte Home, when it sold the WinchesterdRaproject to SPT SWRC, LLC, on December 31, 2008, by SPT SWRC, LLC when it
resold the Winchester Ranch project to Khalda oncl20, 2009, to complete certain improvementsh siscgrading and infrastructure (the
“Improvements”). Both sales were made subject éoftitlowing agreements which, by their terms, reegiithe Improvements to be made: (i) a
Reconveyance Agreement, dated November 15, 200ahdwmong Pulte Home and the prior owners of tircki¢ster Ranch project —
Barratt American Incorporated, Meadow Vista HoldingLC (“Meadow Vista”) and Newport Road 103, LL@éwport”) (the
“Reconveyance Agreement”), and (ii) a letter agreetndated December 30, 2008, executed by SPT SWRC,,Meadow Vista, and
Newport, and acknowledged by Pulte Home “Subsequent Letter Agreement”). Meadow Vista ané/plart, as joint claimants (the
“Claimants”) against Pulte Home and SPT SWRC, Lin@iated binding arbitration in an effort to (1§quire Pulte Home to reaffirm its
obligations under the Reconveyance Agreement an@tibsequent Letter Agreement to make the Improwtenire light of the subsequent
transfer of ownership of the Winchester Ranch midje Khalda, (2) require that certain remedial sueas be taken to restore the site to a more
marketable condition, and (3) for damages. Neigef SWRC, LLC nor Pulte Home took the position thair respective transfers of the
project had released them from the obligation t&ertae Improvements, and the current owner, Khdlda,not failed to, or refused to conduct
the Improvements required in the Reconveyance Ageae A settlement was reached that did not requigesubstantive action by SPT
SWRC, LLC at this time; however, the issue of aitéy fees was deferred. Meadow Vista and Newpargisbapproximately $115,000 in
attorneys’fees and costs from SPT SWRC, LLC, and that claiamedunt could have increased somewhat as the dispatinued. In additiol
Pulte Home could have sought indemnity from SPT A& its attorneys’ fees and costs, as well asatorneys’ fees and costs it paid to
Meadow Vista and Newport, which were unknown, bostiikely would not have exceeded $200,000 conthi@n December 22, 2011, SPT
SWRC, LLC settled this dispute over attorneys faed costs with Meadow Vista, Newport, and Pult@gseeing to pay $70,000 to Meadow
Vista and Newport (combined). Payment of $70,00&pant to the settlement was made by SPT SWRC,drLEebruary 17, 2012. The
arbitration initiated by Meadow Vista and Newpodsithereafter concluded. For any amounts ofregie’ fees incurred or paid by SPT
SWRC, LLC, SPT SWRC, LLC may seek indemnity fromakia.

F- 48




SHOPOFF PROPERTIES TRUST, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2011 and 2010

Management had previously concluded that it wabaiste the Company would incur a loss related tathération proceeding and the amo
of the loss could be estimated; as such the Compaoyded a legal settlement expense of $200,000 Ssptember 30, 2011. This estimated
legal settlement expense of $200,000 was subsdguedticed to $70,000 once a settlement over adyarfees and costs was completed.

Wasson Canyon Project

On April 17, 2009, SPT-Lake Elsinore Holding CoL.@ closed on the acquisition of real property (“\Was Canyon Project”)
pursuant to a Purchase Agreement, dated April @49 2with MS Rialto Wasson Canyon CA, LLC, a Delasvimited liability company, an
entity unaffiliated with the Company and its attiés. The purchase price of the Wasson Canyond®mgs $650,000. On December 8, 2009,
SPT — Lake Elsinore Holding Co., LLC entered injouachase and sale agreement to sell the Wassgroe&mnoject to D. R. Horton Los
Angeles Holding Company Inc., a California corpamatan entity unaffiliated with the Company amslaffiliates. The contract sales price was
$2,231,775 and the transaction closed escrow oruBgb3, 2010. The Company recognized a gain anafahe Wasson Canyon Project of
approximately $744,000.

When SPT — Lake Elsinore Holding Co., LLC origigadicquired the Wasson Canyon Project on April DD pursuant to the
Purchase Agreement, SPT-Lake Elsinore Holding ddC, agreed to replace existing subdivision improeamagreements (“SIA’s”) and
related bonds within 180 days of the closing anetated a deed of trust in the amount of $650,000rg®y this obligation. This obligation is
customary in transactions of this type. SPT — LAlgnore Holding Co., LLC subsequently finishedqassing bond reductions and completed
the replacement of all bonds and SIA’s originalbsted by MS Rialto Wasson Canyon CA, LLC. In thegass of satisfying its obligation to
replace existing SIA’s and bonds, SPT — Lake Elgirtdolding Co., LLC agreed to provide letters cddit to the surety underwriting the bonds
to satisfy the surety’s collateral requirement viahicas an amount equal to fifty percent (50%) oftibed amounts. As of December 31, 2011
SPT-Lake Elsinore Holding Co., had letters of dr@dithe amount of $80,845 that remain outstanding.
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When D. R. Horton Los Angeles Holding Company lacGalifornia corporation, an entity unaffiliatedtivthe Company and its
affiliates was sold the Wasson Canyon Project, Bil&ton Los Angeles Holding Company Inc., did nssame SPT-Lake Elsinore Holding
Co., LLC's obligation to replace existing SIA's arediated bonds but did agree to reimburse SPT-Ediaore Holding Co., LLC for the actual
amount of premiums for the bonds incurred by SPKel&lsinore Holding Co., LLC commencing on the datk(i) the date of the close of
escrow and (ii) the date bond reductions are coregldd.R. Horton Los Angeles Holding Company Inoldigation to reimburse SPT-Lake
Elsinore Holding Co., LLC for the actual amountloé premiums will continue until D.R. Horton Los deles Holding Company Inc. has
completed certain adjacent improvement obligatiGnR. Horton Los Angeles Holding Company Inc algoegd to assume the obligation for
typical repair and replacement of the improveméntaediately adjacent to the lots as required by3H#es to the extent the improvements are
damaged following the close of escrow. D.R. Hottos Angeles Holding Company Inc also agreed toireggey damage to the improvements
that are not immediately adjacent to the lots toaktent damage is caused by D.R. Horton Los Asgeti#ding Company Inc or its agents,
employees or contractors. To secure D.R. HortonArmgeles Holding Company Inc obligations to timebmplete the adjacent improvement
obligations, D.R. Horton Los Angeles Holding Compamc agreed to deliver to SPT-Lake Elsinore Hodd@®o., LLC a letter of credit in the
amount of $102,000. If D.R. Horton Los Angeles HotdCompany Inc defaults on its obligations to tiyngerform the adjacent improvement
obligations, SPT-Lake Elsinore Holding Co., LLC hilas right to draw on the letter of credit to coptplthe adjacent improvement obligations
to the extent necessary to cause the bonds tddsesesl.

It is unknown how long SPTake Elsinore Holding Co., LLC will be requireditmaintain the letters of credit in the amount of 823G
as reduction of these letters of credit is dependeD.R. Horton Los Angeles Holding Company Inentinued development of the Wasson
Canyon Project and the County of Riverside, Trartsion And Land Management Agency who will ultimigtapprove the elimination of the
bonding requirement for the Wasson Canyon Project.

Economic Dependency

The Company is dependent on the Advisor and thieebrdealer for certain services that are essetatide Company, including
communications with Company shareholders; the ifieation, evaluation, negotiation, purchase, aigpdsition of properties and other
investments; management of the daily operationk@fCompany’s real estate portfolio; and other gdrend administrative responsibilities. In
the event that these companies are unable to goh@respective services, the Company will beireduo obtain such services from other
sources.
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Environmental

As an owner of real estate, the Company is subjeearious environmental laws of federal, state lagdl governments. Compliance
with existing environmental laws is not expectetidoe a material adverse effect on the Companyanfiial condition and results of
operations.

Legal Matters

From time to time, the Company may be party tollpgaceedings that arise in the ordinary coursigsdfusiness. Except as described
previously under Winchester Ranch, managementtiaware of any legal proceedings of which the outeds reasonably likely to have a
material adverse effect on its results of operatimnfinancial condition. Although the Company @ subject to any legal proceedings, its
subsidiary, SPT-SWRC, LLC was the subject of aipip@rbitration proceeding as described above uarchester Ranch (Pulte Home
Project)”, however this proceeding resulted intlesment which did not require any monetary or ottigigations from the Company although
the Company did pay $70,000 to resolve an outstanidsue relating to the payment of legal fees. Chmpany believes the binding arbitra
proceeding will have no material adverse effecit®mesults of operations or financial condition.

Specific Performance

When SPT-SWRC, LLC purchased the Pulte Home Proje@ecember 31, 2008, SPT-SWRC, LLC agreed asditimn of
ownership to assume responsibility of a specififqgrenance requirement as detailed in the Reconvayagreement, an assignment of which
was an exhibit in the original Purchase Agreemehé requirement obligates SPT-SWRC, LLC to compdpecific development requirements
on adjacent parcels of land not owned by SPT-SWRC, Currently the primary obligor of this specifievelopment requirement is Khalda,
through its purchase of said property from SBWRC, LLC on March 20, 2009 and subsequent assampfithe Reconveyance Agreemen
Khalda fails to perform its obligations under tiss@med Reconveyance Agreement, then the obligée lomk to SPT-SWRC, LLC as a
remedy.

The monetary exposure under these obligationsyif t SPT-SWRC, LLC cannot be determined at thigt
9. SUBSEQUENT EVENTS
Note Receivable

On April 4, 2012, one of the original guarantorgtod secured note to Mesquite Ventures I, LLCdfiersonal bankruptcy to avoid a
pending foreclosure. Previously, this same guardrdad placed a related business entity into ban&yuj avoid a similar foreclosure action.
The Company was notified of the personal bankrufiticyg by this guarantor. Management has commerntiscussions with Company legal
counsel regarding this recent bankruptcy filing aadmpact on the Company’s continued collectiéforts on the Mesquite Ventures |, LLC
secured note. Management does not believe thai@uiimpairment of the note is required as (8 uarantor’s personal bankruptcy does not
impact the collateral securing the note (ii) thare three guarantors on this note in addition éogtirarantor who filed personal bankruptcy that
the Company can look to for payment, and (iii) gli@rantor who filed personal bankruptcy has in@iddab management that he is currently
working on multiple funding solutions in order taywff this note.

Desert Moon Estates Property
On February 13, 2012, the Company received a Nofi€®tential Sale of Real Estate for Delinquerggl Assessment (or “Noticg”
from the Watson Road Community Facilities Distrithis Notice was received when the Company faitepay a required special assessment

when due on December 1, 2011. Management paigasisdue special assessment on February 17, 2dltheCity of Buckeye subsequently
informed management that the Desert Moon EstatgselPty was in current status.
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Note Payable

On February 17, 2012, SPT-Lake Elsinore Holding CbhC (“Borrower”), a Delaware limited liability copany and wholly owned
subsidiary of the Company'’s affiliate, Shopoff Pars, L.P., closed a secured loan from Cardinadtment Properties — Ramsgate, L.P.
(“Lender”). The loan amount was $800,000 and wadenmursuant to a loan agreement between Borrowekander dated February 15, 2012
(the “Loan”).

The Loan bears interest at a rate of twelve peqgenannum, and has a maturity date in twelve neoffkebruary 2013), at which time
all accrued and unpaid interest and principal is iduull. Interest is due and payable quarterbmmencing on the date that is one month after
the disbursement date and continuing thereaftaseriice fee of five percent of the Loan amount$40,000, was deemed earned upon the
funding of the Loan and was paid to Lender at itme tof the disbursement of funds to Borrower. Bareo may extend the Loan for up to one
additional period of six months, provided (i) Basrer is not in default at the time of the extensi@h Borrower gives written notice to Lender
of its intent to extend no less than ten days pgadhe thercurrent maturity date, (i) Borrower makes paymentender of a two percent Lo
Extension Fee, based on the then-outstanding Lakmbe, and (iv) Borrower makes payment to Lenflang unpaid interest accrued under
the Loan. Interest accruing under the Loan durimgxension period shall be paid monthly in arre@h® Loan may be prepaid in whole or in
part without penalty before the maturity date. Heerein no event shall the total cumulative intepesyable with respect to the loan be less
than $72,000, regardless of when the Loan is paid.

The Loan is secured by a deed of trust with ass@rof rents in favor of Lender on the remaininggarty originally purchased by
the Company on November 5, 2009, referred to asanysValley. The Tuscany Valley properties are caosegl of three hundred fifty-five
entitled but unimproved residential lots and 2 casruoial lots located in the City of Lake Elsinoralifrnia. Borrower has agreed to indemi
and hold harmless Lender from and against any hmd@mnified costs directly or indirectly arisiroyt of or resulting from any hazardous
substance being present or released in, on or draupotentially affecting, any part of the pragesecuring the loan.

The Loan is subject to a limited recourse guaramfavor of Lender executed by William A. Shopdffe Company’s President and
Chief Executive Officer, as an individual guarantor
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If Borrower fails to make any payment when requiveder the promissory note, Lender has the optiammediately declare all sur
due and owing under the promissory note.

Borrower plans to use the proceeds from this Ldgato pay a delinquent special assessment fromthesson Road Community
Facilities District, payable to the Town of BuckegeArizona, in the approximate amount of $136,00do make a $70,000 settlement
payment to attorneys representing claimants irrbitration matter involving a prior property ownby an affiliated entity of the Company, (
for payment of certain other outstanding liabitief the Company, and (iv) reserves for certaifjgated future Company liabilities.

Other — Estimated Value Per Share

On February 20, 2012, the Company’s board of dirscapproved a basic estimated value per shated@@dmpany’s common stock
of $6.56 and a fully diluted estimated value parshof the Company’s common stock of $6.24 baseahoequal weighted average of (i) the
estimated value of the Company’s assets less theated value of the Company'’s liabilities, or astpd net asset value method, and (ii) the
present value of future expected income of the Gomipdiscounted for risk, or discounted cash floetmod, divided by the actual number of
shares outstanding for the basic estimated valushze and anticipated number of shares outstgridirthe fully diluted estimated value per
share, all as of December 31, 2011. The Companyid®ad this estimated value per share to assistdord&alers that participated in the
Company'’s initial public offering in meeting the&iustomer account statement reporting obligatiom®uthe National Association of Securities
Dealers Conduct Rule 2340 as required by the Fiahimtustry Regulatory Authority (“FINRA”).
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, as amended, the registrant hHgscdused this report to be signed on its
behalf by the undersigned thereunto duly authorized

Signature Title Date

/sl WILLIAM A. SHOPOFF President, Chief Executive Officer a April 6, 2012
Chairman of the Board of Directc

William A. Shopoff
/s/ KEVIN M. BRIDGES Director, Principal Financial Office April 6, 2012
Kevin M. Bridges
/s EDWARD FITZPATRICK Executive Vice President and Direc April 6, 2012
Edward Fitzpatricl
/s/ JEFFREY W. SHOPOF Director April 6, 2012
Jeffrey W. Shopof
/s/ GLENN PATTERSOM Director April 6, 2012
Glenn Patterso
/s/ PATRICK MEYER Director April 6, 2012
Patrick Meyel
/s/ STUART MCMANUS Director April 6, 2012
Stuart McManu
/s/ MELANIE BARNES Director April 6, 2012
Melanie Barne:
/s/ KERRY VANDELL Director April 6, 2012

Kerry Vandell
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Brokel-Dealer Agreement between Shopoff Properties Thast,and Shopoff Securities, Inc. (filed as Exhihit on August 1€
2007 to Shopoff Properties Trust’'s Registratiorte3teent on Form S-11 (Registration No. 333-139042)iacorporated herein
by reference)

Charter of the Registrant (filed as Exhibit 8n November 30, 2006 to Shopoff Properties Tsuggistration Statement on
Form $-11(Reg. No. 33-139042) and incorporated herein by referer

Articles of Amendment and Restatement ofRkgistrant (filed as Exhibit 3.1 to Shopoff PropsiTrust's Quarterly Report on
Form 1(-Q filed on November 14, 2008 and incorporated Inelbogireference)

Bylaws of the Registrant (filed as Exhib2 ®n November 30, 2006 to Shopoff Properties TsuREgistration Statement on
Form $-11(Reg. No. 33-139042) and incorporated herein by referer

Amended and Restated Bylaws of the Regisfféded as Exhibit 3.4 on June 22, 2007 to Shopufiperties Trust's Registration
Statement on Form-11(Reg. No. 33-139042) and incorporated herein by referen

Agreement of Limited Partnership of ShopdftRers (filed as Exhibit 3.5 on June 6, 2007 togiff Properties Trust’s
Registration Statement on Forr-11 (Reg. No. 33-139042) and incorporated herein by referer
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Amendment No. 3 (Reg. No. 3-139042) and incorporated herein by referen

Form of Registrar s Common Stock Certificate (filed as Exhibit 4.1March 30, 2007 to Shopoff Properties T's
Registration Statement on Forr-11 (Reg. No. 33-139042) and incorporated herein by referer

2007 Equity Incentive Plan (filed as Exhibit 1@lthe Registration Statement on For-8 (Reg. No. 33-152782) on August ¢
2008 and incorporated herein by reference

Advisory Agreement between Shopoff Properties Tinst, Shopoff Partners, L.P. and Shopoff Advistr®. (filed as Exhibi
10.2 on August 16, 2007 to Shopoff Properties TsuRegistration Statement on Form S-11(Reg. No-B33042) and
incorporated herein by referenc

Amendment to Advisory Agreement, dated Januan2209, by and among Shopoff Properties Trust, Blegpoff Partners, L.}
and Shopoff Advisors, L.P. (filed as Exhibit 104 &anuary 22, 2009 to Shopoff Properties TrustgEdfective Amendment
No. 2 (Reg. No. 3:-139042) and incorporated herein by referer

Purchase and Sale Agreement and Escrow Instrudiipasd between SI-SWRC, LLC and Pulte Home Corporation, da
December 23, 2008 and amendments thereto (filékhibit 10.1 to Shopoff Properties Trust’s CurrBeport on Form 8-K on
January 7, 2009 and incorporated herein by refeje

Assignment and Assumption Agreement by atdiden SPT-SWRC, LLC and Pulte Home CorporatiotgedlBecember 30,
2008 (filed as Exhibit 10.2 to Shopoff Propertiesst’s Current Report on Form 8-K on January 7,92280d incorporated herein
by reference)

Purchase and Sale Agreement and Joint Escrow dtistng by and between TSG Little Valley, L.P. afoff Advisors, L.P.
dated September 30, 2008 (filed as Exhibit 10.3Hopoff Properties Trust’'s Form 10-Q filed on Nowen14, 2008 and
incorporated herein by referenc

Amendment to Purchase and Sale and Joinb\Ednstructions by and between TSG Little ValleyR. and Shopoff Advisors,

L.P., dated December 30, 2008 (filed as Exhibi816.Shopoff Properties Trust’s Current Report omi8-K on January 7,
2009 and incorporated herein by referen
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Collateral Assignment and Pledge of Noteedef Trust and Loan Documents made as of Jany&90®, by Aware
Development Company, Inc. in favor of SPT Real teskinance, LLC securing Promissory Note in the amof $414,000
dated January 9, 2009 (filed as Exhibit 10.1 tofifiioProperties Trust’s Current Report on Form &KJanuary 15, 2009 and
incorporated herein by referenc
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Development Company, Inc. in favor of SPT Real teskanance, LLC securing Promissory Note in the amof $1,886,000
dated January 9, 2009 (filed as Exhibit 10.2 tofifiioProperties Trust’s Current Report on Form &kKJanuary 15, 2009 and
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Promissory Note in the amount of $1,886,000, ddgediary 9, 2009 (filed as Exhibit 10.3 to Shopatierties Tru¢'s Curren
Report on Form-K on January 15, 2009 and incorporated herein feyeace)

Promissory Note in the amount of $414,@@%ed January 9, 2009 (filed as Exhibit 10.4 tofifioProperties Trust's Current
Report on Form-K on January 15, 2009 and incorporated herein feyeace)

Amendment to Purchase and Sale and Jainb\Ednstructions by and between TSG Little ValleyR. and Shopoff Advisors,
L.P., dated January 13, 2009 (filed as Exhibit 16.Rost-Effective Amendment No. 2 (Registration B83-139042) on January
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Amendment to Purchase and Sale and Joint Escrawdtions by and between TSG Little Valley, L.Pd&@hopoff Advisors
L.P., dated January 27, 2009 (filed as Exhibit 10.Eorm 8-K on March 4, 2009 and incorporated inelog reference).

Purchase and Sale Agreement and Escrow Instrudtpasd between SI-SWRC, LLC and Khalda Development, Inc., da
February 27, 2009 (filed as Exhibit 10.1 to For-K on March26, 2009 and incorporated herein by referer

Purchase and Sale Agreement and Joint Escrow ttistng by and between SPT Lake Elsinore Holdingabal MS Rialtc
Wasson Canyon CA, LLC, dated April 17, 2009 (fieeiExhibit 10.1 to Form 8-K on April 23, 2009 andadrporated herein by
reference)

Agreement of Purchase and Sale and Joimp&dnstructions by and between SPT Lake Elsimtwlling Co., LLC and U.S.
Bank National Association, dated May 13, 2009 (fites Exhibit 10.1 to Form 8-K on May 21, 2009 amcbrporated herein by
reference)

Purchase and Sale Agreement and Joint Escrow ttistns, dated June 29, 2009, by and between SPIIafd Holdings, LLC
and AZPro Development, Ir(filed as Exhibit 10.1 to Form-K on August 5, 2009 and incorporated herein byresfee).

First Amendment to Purchase and Sale Agreemend@int Escrow Instructions by and between SPT AZd Hpldings, LLC
and AZPro Development, Inc., dated July 28, 2008dfas Exhibit 10.2 to Form 8-K on August 5, 2@ incorporated herein
by reference)

Memorandum of Assignment of Note, DeedrokTand Loan Documents, dated August 24, 2009nbybetween Aware

Development Company, Inc. and SPT Real Estate E;dr C related to the promissory note in the addjiprincipal amount of
$5,187,00((filed as Exhibit 10.1 to Form-K on September 11, 2009 and incorporated hereetgyence)
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Memorandum of Assignment of Note, DeedrokTand Loan Documents, dated August 24, 2009nbybetween Aware
Development Company, Inc. and SPT Real Estate E;dr C related to the promissory note in the addjiprincipal amount of
$1,072,00((filed as Exhibit 10.2 to Form-K on September 11, 2009 and incorporated herenefgyence)

Settlement Agreement, dated September 3, 200 dpatween Springbrook Investments, L.P, and SR Bstate Financt
LLC related to the promissory note in the origipghcipal amount of $5,187,000 (filed as Exhibit3@ Form 8-K on
September 11, 2009 and incorporated herein byeede).

Settlement Agreement, dated September(®, 2y and between Springbrook Investments, L.B, ST Real Estate Finance,
LLC related to the promissory note in the origipahcipal amount of $1,072,000 (filed as Exhibit4@ Form 8-K on
September 11, 2009 and incorporated herein byeede).

Assignment of Purchase and Sale Agreement betweepof Advisors and SF- Lake Elsinore Holding Co., LLC datt
September 3, 2009 (filed as Exhibit 10.2 to Fo-K on November 12, 2009 and incorporated hereineligrence)

First Amendment to Purchase and Sale Agreemend@int Escrow Instructions between TSG Little ValleyP. and SP-Lake
Elsinore Holding Co., LLC and dated September ®2@iled as Exhibit 10.3 to Form 8-K on Novemb&s; 2009 and
incorporated herein by referenc

Second Amendment to Purchase and Sale wgreeand Joint Escrow Instructions between TSGelitalley, L.P. and SPT-
Lake Elsinore Holding Co., LLC and dated October2®9 (filed as Exhibit 10.4 to Form 8-K on Novesnfi2, 2009 and
incorporated herein by referenc

Restated Second Amendment to Purchase and SalerAgne and Joint Escrow Instructions between TS@eLlalley, L.P. anc
SPT-Lake Elsinore Holding Co., LLC and dated Octalie 2009 (filed as Exhibit 10.5 to Form 8-K onwémber 12, 2009 and
incorporated herein by referenc

All-Inclusive Purchase Money Note Securgd®ed of Trust between SPT- Lake Elsinore Holdg, LLC and TSG Little
Valley, L.P. and dated November 6, 2009 (filed &kikit 10.6 to Form 8-K on November 12, 2009 ancbiporated herein by
reference)

Purchase and Sale Agreement and Joint Escrow ttistns between SP- Lake Elsinore Holding Co., LLC and D. R. Hort
Los Angeles Holding Company, Inc., dated Decemb@089 (filed as Exhibit 10.1 to Form 8-K on Febsu@, 2010 and
incorporated herein by referenc

First Amendment to Purchase and Sale Aggatand Joint Escrow Instructions between SPT -elEkinore Holding Co., LLC
and D. R. Horton Los Angeles Holding Company, Idated January 20, 2010 (filed as Exhibit 10.2do#8-K on February 9,
2010 and incorporated herein by referen

Participation Agreement between SPT — IElRmore Holding Co., LLC and D. R. Horton Los AtegHolding Company, Inc.,
dated February 3, 20:(filed as Exhibit 10.3 to Form-K on February 9, 2010 and incorporated herein Bgreace).

Loan Agreement, dated August 30, 2010, by and bEtv@&P"-Lake Elsinore Holding Co., LLC, a Delaware limitéability

company, and Cardinal Investment Properties-Undedyb.P., a California limited partnership (filed Bxhibit 10.1 to Form 8-
K on September 7, 2010 and incorporated hereireference)
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Promissory Note Secured By Deed Of Trustéen SPT- Lake Elsinore Holding Co., LLC and Caatlinvestment Properties —
Underwood, L.P. and dated August 30, 2010 (file&dsibit 10.2 to Form 8-K on September 7, 2010 imcdrporated herein by
reference)

Deed of Trust with Assignment of Rents, dated Aa@@s 2010, by and among S-Lake Elsinore Holding Co., LLC,
Delaware limited liability company, as trustor, $tiAmerican Title Insurance Company, a Califorrogporation, as trustee, and
Cardinal Investment Properties - Underwood, L.RCaéfornia limited partnership, as beneficiarydfi as Exhibit 10.3 to Form
8-K on September 7, 2010 and incorporated hereirefarence)

Rider to Deed of Trust with Assignment of RentdedaAugust 30, 2010, by and among -Lake Elsinore Holding Co., LLC,
Delaware limited liability company, as trustor, $tiAmerican Title Insurance Company, a Califorrdogporation, as trustee, and
Cardinal Investment Properties - Underwood, L.F-Calfornia limited partnership, as beneficiaryeéi as Exhibit 10.4 to Form
8-K on September 7, 2010 and incorporated hereireference)

Security Agreement, dated August 30, 26§@&nd between SPT-Lake Elsinore Holding Co., La@Qelaware limited liability
company, and Cardinal Investment Properties-Undedyb.P., a California limited partnership (filed Bxhibit 10.5 to Form 8-
K on September 7, 2010 and incorporated hereireference)

Purchase and Sale Agreement and Joint Escrow ttistng between SP- Lake Elsinore Holding Co., LLC and C
Communities, LLC, dated March 10, 2011 (filed ahibk 10.37 to Form 10-K on April 15, 2011 and ingorated herein by
reference)

First Amendment to Purchase and Sale Aggatand Joint Escrow Instructions between SPT -elEkinore Holding Co., LLC
and CV Communities, LLC, dated April 6, 2011 (filad Exhibit 10.38 to Form 10-K on April 15, 2011ddncorporated herein
by reference)

Agreement to Purchase and Sell Interest in ContoaBtly and Sell Real Estate, dated September17,, 2§y and between Stev
F. Dallman and Shopoff Advisors, L.P. (filed as Bih10.1 to Form 8-K on November 25, 2011 and ipooated herein by
reference)

Contract to Buy and Sell Real Estate (LANi2ted June 14, 2011, by and between Steven Fn&abr Assigns and Lundieck
Investments, Ltd. (filed as Exhibit 10.2 to For-K on November 25, 2011 and incorporated hereireffigrence)

Second Amendment to Agreement to Purchad&aell Interest in Contract to Buy and Sell Resthe, dated September 7, 2011,
by and between Steven F. Dallman and Shopoff AdsjdaP. (filed as Exhibit 10.3 to Form 8-K on Noweer 25, 2011 and
incorporated herein by referenc

First Amendment to Agreement to Purchase and Biést in Contract to Buy and Sell Real Estateedi&eptember 7, 2011,
and between Steven F. Dallman and Shopoff AdvidoR, (filed as Exhibit 10.4 to Form 8-K on Novemi2®, 2011 and
incorporated herein by referenc

Promissory Note and Deed of Trust — TrAdsB - Lundieck Investments, Ltd. (filed as ExHili0.5 to Form 8& on Novembe
25, 2011 and incorporated herein by referer

Promissory Note and Deed of Trust — Tr@c&D - Lundieck Investments, Ltd. (filed as ExhithD.6 to Form 8& on Novembe
25, 2011 and incorporated herein by referer

Statement of Authority and Special Warrdhed (filed as Exhibit 10.7 to Form 8-K on NovemBB, 2011 and incorporated
herein by reference
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10.48 Limited Liability Company Agreement of SR&ntage Point LLC (filed as Exhibit 10.10 to ForalK&n November 25, 2011
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10.49 Loan Agreement, dated February 15, 2012, by anddsst SP-Lake Elsinore Holding Co., LLC, a Delaware limitigability
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Ramsgate, L.P. and dated February 15, 2012 (fdefixhibit 10.2 to Form 8-K on February 24, 2012 arubrporated herein by
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10.51 Deed of Trust with Assignment of Rentseddtebruary 15, 2012, by and among SPT-Lake ElsiHotding Co., LLC, a
Delaware limited liability company, as trustor, stiAmerican Title Insurance Company, a Califorrogporation, as trustee, and
Cardinal Investment Properties - Ramsgate, L.Baldornia limited partnership, as beneficiarydtilas Exhibit 10.3 to Form 8-
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10.52 Rider to Deed of Trust with Assignment ehi®, dated February 15, 2012, by and among SP&-Ebldinore Holding Co., LLC,
a Delaware limited liability company, as trustoirsE American Title Insurance Company, a Califorodaporation, as trustee, ¢
Cardinal Investment Properties - Ramsgate, L.Baldornia limited partnership, as beneficiarydtilas Exhibit 10.4 to Form 8-
K on February 24, 2012 and incorporated hereinelfgrence)

10.53 Security Agreement, dated February 15, 26¢2and between SPT-Lake Elsinore Holding Co., La@elaware limited liability
company, and Cardinal Investment Properties-Rarasgd®., a California limited partnership (filed Bshibit 10.5 to Form 8-K
on February 24, 2012 and incorporated herein Breete)

211 List of Subsidiaries

23.1 Consent of Squar, Milner, Peterson, Miranda & \&itlison, LLP

31.1 Certificate of Chief Executive Officer pursuant3ection 302 of the Sarbal-Oxley Act of 2002

31.2 Certificate of Chief Financial Officer pursuant3ection 302 of the Sarbal-Oxley Act of 2002
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32.2 Certificate of Chief Financial Officer pursuant3ection 906 of the Sarbal-Oxley Act of 2002

Indicates a management contract or compensation
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Exhibit 21.1

Entity

List of Subsidiaries

Jurisdiction

Shopoff Partners, L.

Shopoff General Partner, L.L.!
Shopoff T.R.S., Inc

SPT— SWRC, LLC

SPT- Lake Elsinore Holding Co., LL¢
SPT AZ Land Holdings, LL(

SPT Real Estate Finance, LI

SPT- Chino Hills, LLC

SPT- Vantage Point, LLC

Delaware

Delaware

Delaware

Delaware

Delaware

Delaware

Delaware

Delaware

Delaware




Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference iniRegion Statement No. 333-139042 on Form S-11 Redistration Statement No. 333-
152782 on Form S-8 of Shopoff Properties Trust, bBrd subsidiaries (the “Trust”) of our report dagepril 6, 2012 relating to the Trust’
consolidated financial statements appearing inAlmisual Report on Form 1K-of Shopoff Properties Trust, Inc. and subsid&ffier the yee
ended December 31, 2011.

Newport Beach, Californi
April 6, 2012




EXHIBIT 31.1

Certificate Pursuant to 18 U.S.C. Section 1350A#8lopted
Pursuant to Section 302 of the Sarbanes- Ox{#yoA2002

I, William A.

Shopoff, certify that:

1. I have reviewed this annual report on Forr-K of Shopoff Properties Trust, Inc. (t“Compan™);

2. Based on my knowledge, this report does not cordainuntrue statement of a material fact or omistaie a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ni#adisg with respect to the per
covered by this repor

3. Based on my knowledge, the financial statementd, @her financial information included in this repdairly present in all materi
respects the financial conditions, results of ofi@naand cash flows of the Company as of, the pisrfiresented in this repao

4. The Company other certifying officer(s) and | are responsifide establishing and maintaining disclosure cdstend procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act RL
13e15(f) and 15-15(f)) for the Company and hay

(@)

(b)

(©)

(d)

Designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatieg to the Company, including its consolidatetdsdiaries, is made known
us by others within those entities, particularlyidg the period in which this report is being pregzh

Designed such internal control over financial reéipg; or caused such internal control over finahoigporting to be design
under our supervision, to provide reasonable assaraegarding the reliability of financial repogirand the preparation
financial statements for external purposes in ataece with generally accepted accounting princjj

Evaluated the effectiveness of the Comy's disclosure controls and procedures and presémtai report our conclusions ab
the effectiveness of the disclosure controls aratguures, as of the end of the period covered Isyréport based on st
evaluation; ant

Disclosed in this report any change in the Com’s internal control over financial reporting thatooed during the Compa’s
most recent fiscal quarter (the Companfourth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the Comp’s internal control over financial reporting; &

5. The Companyg other certifying officer(s) and | have disclosédsed on our most recent evaluation of internakrob over financie
reporting, to the Company’s auditors and the acdihmittee of the Company’board of directors (or persons performing theiveden!
functions):

(a) All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a

reasonably likely to adversely affect the Comy’'s ability to record, process, summarize and refgmahcial information; an

(b) Any fraud, whether or not material, that involveamagement or other employees who have a signifrcdatin the Compar’s

internal control over financial reportin

Dated: April 6, 2012 /s/ William A. Shopofi

Name: William A. Shopof
Title: Chief Executive Office




EXHIBIT 31.2

Certificate Pursuant to 18 U.S.C. Section 1350A#8lopted

Pursuant to Section 302 of the Sarbanes- Ox{#yoA2002

I, Kevin M. Bridges, certify that:

1.

2.

I have reviewed this annual report on Forr-K of the Company

Based on my knowledge, this report does not cordgajnuntrue statement of a material fact or omisteie a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, ngadisg with respect to the per
covered by this repor

Based on my knowledge, the financial statementd, @her financial information included in this repcdfairly present in all materi
respects the financial conditions, results of ofi@naand cash flows of the Company as of, the pisrfiresented in this repao

The Companyg other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstand procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act RL
13e15(f) and 15-15(f)) for the Company and hay

(a) Designed such disclosure controls and procedunegaosed such disclosure controls and procedurdsetdesigned under ¢
supervision, to ensure that material informatiolatreg to the Company, including its consolidatedsidiaries, is made known to
by others within those entities, particularly dgrithe period in which this report is being prepa

(b) Designed such internal control over financial réipar, or caused such internal control over finah@gorting to be designed under
supervision, to provide reasonable assurance rieggtide reliability of financial reporting and tipeeparation of financial stateme
for external purposes in accordance with geneeafepted accounting principle

(c) Evaluated the effectiveness of the Comy’s disclosure controls and procedures and presémtéds report our conclusions about
effectiveness of the disclosure controls and prores] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change in the Com’s internal control over financial reporting thatooed during the Compa’s mos
recent fiscal quarter (the Compasyburth fiscal quarter in the case of an annupbm® that has materially affected, or is reasoy
likely to materially affect, the Compa’s internal control over financial reporting; &

The Companyg other certifying officer(s) and | have disclosédsed on our most recent evaluation of internakrob over financie
reporting, to the Company’s auditors and the acditmittee of the Comparg’board of directors (or persons performing theivaden
functions):

(a) All significant deficiencies and material weaknesge the design or operation of internal controkofinancial reporting which a
reasonably likely to adversely affect the Comy’s ability to record, process, summarize and refgmhcial information; ant

(b) Any fraud, whether or not material, that involveamagement or other employees who have a signifigdatin the Compar’s
internal control over financial reportin

Dated: April 6, 201: /s/ Kevin M. Bridges

Name: Kevin M. Bridge
Title: Chief Financial Office




EXHIBIT 32.1

Certification Pursuant to
Exchange Act Rule 15d-14(b) and
18 U.S.C. Section 1350

In connection with the Annual Report of Shopoff Bedies Trust, Inc. (the "Company”) on Form KOfor the period ending December
2011, as filed with the Securities and Exchange @@sion on the date hereof (the “Report;)William A. Shopoff, Chief Executive Offic
of the Company, certify, to the best of my knowledgursuant to Exchange Act Rule 1B8b) and 18 U.S.C. Section 1350, as adc
pursuant to Section 906 of the Sarbanes Oxley A2002, that:

i. The report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangel®34; anc

ii. The information contained in the Report fairly gets, in all material respects, the financial ctodiand results of operations
the Company

A signed original of this written statement reqditey Section 906, or other document authenticatiegnowledging, or otherwise adopting
signature that appears in typed form within thetetaic version of this written statement requibgdSection 906, has been provided to Shc
Properties Trust, Inc. and will be retained by Sifbproperties Trust, Inc. and furnished to theBities and Exchange Commission or its ¢
upon request.

Dated: April 6, 201: /s/ William A. Shopofi
Name: William A. Shopof
Title: Chief Executive Office




EXHIBIT 32.2

Certification Pursuant to
Exchange Act Rule 15d-14(b) and
18 U.S.C. Section 1350

In connection with the Annual Report of Shopoff Bedies Trust, Inc. (the "Company”) on Form KOfor the period ending December
2011, as filed with the Securities and Exchange @@sion on the date hereof (the “Report))Kevin M. Bridges, Chief Financial Officer
the Company, certify, to the best of my knowledm#rsuant to Exchange Act Rule 15d(b) and 18 U.S.C. Section 1350, as adopted pui
to Section 906 of the Sarbanes Oxley Act of 20021t

i. The report fully complies with the requirementsSefction 13(a) or 15(d) of the Securities Exchangel®34; anc

ii. The information contained in the Report fairly gets, in all material respects, the financial ctodiand results of operations
the Company

A signed original of this written statement reqditey Section 906, or other document authenticatiegnowledging, or otherwise adopting
signature that appears in typed form within thetetaic version of this written statement requibgdSection 906, has been provided to Shc
Properties Trust, Inc. and will be retained by Sifbproperties Trust, Inc. and furnished to theBities and Exchange Commission or its ¢
upon request.

Dated: April 6, 201: /s/ Kevin M. Bridges
Name: Kevin M. Bridge
Title: Chief Financial Office






